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Via Overnight Mail 
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Mr. Jeff Derouen, Executive Director 
Kentucky Public Service Cominissioii 
2 1 1 Sower Boulevard 
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Dear Mr. Derouen: 

Please find enclosed the origiiial and one (1)  paper copy of the attachments to the e-mails provided in 
KKJC’s response to BREC 24-27 that were included on a CD filed with the Coinmission and all parties on August 
8. I also enclose the original and ten (10) copies of KENTUCKY INDUSTRIAL, UTILITY CUSTOMERS, 
INC.’s MOTION TO DEVIATE for filing in the above-referenced matter. 

documents of file. 
By copy of this letter, all parties listed on the Certificate of Service have been served. Please place these 

Esq. 
Kurt J .  Boehm, Esq. 
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Kurt J. Boehm, Esq. 
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DENNIS G. HOWARD, TI. ESQ. 
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FRANKFORT, KENTUCKY 4060 1-8204 

JOE CHILDERS 
JOE F. CHILDERS & ASSOCIATES 
300 LEXINGTON BLJILDING 
20 1 WEST SHORT STREET 
L,EXINGTON, KENTUCKY 40507 

HONORABLE JAMES M MILLER 
ATTORNEY AT LAW 
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P.O. BOX 727 
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COMMONWEALTH OF KENTUCKY 
BEFORE THE PUBLIC SERVICE COMMISSION 

hi the Matter of 

Application of Big Rivers Electric Corporation 1 
for Approval of its 2012 Environmental 1 
Compliance Plan, for Approval of its Amended ) 
Eiivirorlmeiital Cost Recovery Surcharge Tariff, 1 Case No. 2012-00063 
for Certificates of Public Convenience and 1 
Necessity, and for Authority to Establish a 1 
Regulatory Account ) 

MOTION OF KENTUCKY INDUSTRIAL UTILITY CUSTOMERS, INC. 
TO DEVIATE FROM RULE GOVERNING FILING OF COPIES 

Kentucky Industrial Utility Customers, Inc. (“KnJC”), by counsel, petitions the Kentucky Public Service 

Comnission (“Comnission”) to grant KIUC approval, pursuant to 807 KAR.5:001, 4 14, to deviate from the 

requirement that parties file an original and (10) ten complete copies of all data responses and attachments. On 

August 8, 2012 KIUC filed a CD which contained the attachments to the e-mails provided in response to BREC’s 

Data Request Nos. 24-27. These attachments contain nearly fifteen hundred pages of attachments. For the sake 

of economy, KWC requests that the Comnission excuse it from filing the remaining 9 copies required by 

Coinmission rules. 

Respeqttfully s$mitted, 

Michiel L. Kurtz, h q .  
Kurt J. Boehm, Esq. 
BOEJXVI, KURTZ & LOWRY 
36 East Seventh Street, Suite 1510 
Cincinnati, Ohio 45202 
Ph: (513) 421-2255 Fax: (513) 421-2764 
E-Mail: mhrtz@BKIJawfinn.com 
kboehrn@B~lawf i r . com 

August 20,2012 

COUNSEL FOR KENTIJCKY INDUSTRIAL UTILITY 
CUSTOMERS, INC. 
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This Non-Disclosure Agreement (c(Agreement”) is entered into this 21st day of June 2012, by 
and between Hayet Power Systems Consulting (“Hayet”) and Alliance for Cooperative Energy 
Services Power Marketing LLC, (“ACES Power Marketing” or “ APM”) (each individually 
referred to as “Party” and collectively as “Parties“). 

RECITALS 

WHEREAS, APM provides, inter alia, certain modeling services for Big Rivers Electric 
Corporation (“Big Rivers”) through the use of proprietary software licensed to APM by Ventyx; 
and 

WHEREAS, APM has created a confidential and proprietary database within the licensed 
proprietary software which contains information used by APM to prepare certain scenarios for 
use in the Captioned Case (defined below); and 

WWEREAS, Hayet is the consultant for certain Intervenors in the Captioned Case and such 
Intervenors desire that Hayet have access to APM‘s confidential and proprietary Database within 
the Ventyx licensed proprietary software which contains information used by APM to prepare 
certain scenarios for use in the Captioned Case by Big Rivers; and 

WHEREAS, APM, pursuant to a request by Big Rivers and pursuant to conditions estabIished by 
APM’s license with Ventyx (the owner of the proprietary sofrware), is willing to provide to 
Hayet the portion of APM’s collfidential and proprietary database that pertains to Big Rivers, 
provided that, Hayet agrees to the terms and conditions expressed herein. 

NOW WHEREFORE, in consideration of the promises and covenants herein and for good and 
valuable consideration, the adequacy and sufficiency of which are hereby acknowledged, the 
Parties intending to be legally bound do hereby agree as follows: 

Section 1. Definitions. 

“Authorized Re~resentative” shall mean a person employed by Hayet who has signed a 
Non-Disclosure Certificate pursuant to this Agreement and who is a licensed user of the Ventyx 
PaR software under Hayet’s license with Ventyx. 

“Captioned Case” shall mean the case currently before the Kentucky Public Service 
Commission and captioned as “APPLICATIUN OF BIG RIVERS ELECTRIC CORPORA TION 
FOR APPROVAL OF ITS 201 2 ENVIRONMEhTAL COiWL;LAhTCE PLAN, FOR APPROVAL 
OF ITS AMENDED ENVIRONMENTAL COST RECOVERY SURCHARGE TARIFF, FOR 
CERTIFICATES OF PUBLIC CONVENIENCEAND NECESSm, AND FOR A UTHQRITY TO 
ESTABLISHA REG~JLATQRYACCOUN~ CASE NO. 2012-00063. .’ 
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“Database“ shall mean the electronic computer file derived from the Ventyx PaR licensed 
proprietary software that contains certain Big Rivers model data parameters used by APM in 
developing scenarios €or Big Rivers and used in support of the Captioned Case. 

‘“Notes of Protected Materials” means memoranda, handwritten notes, or any other form 
of inforination (including electronic information) that copies or discloses Protected Materials. 
Notes of Protected Materials are subject to the same restrictions provided in this Agreement for 
Protected Materials except as specifically provided otherwise in this Agreement. 

“Protected Materials“ shall mean the Database and any other materials provided to Hayet 
by APM, with such other materials being noted as being confidential by APM, pursuant to the 
terns af this Agreement. 

Section 2. Use of the Database and Protected Materials. This Agreement shall govern the use of 
the Database provided to Hayet by APM. The Database shall be used exclusively by Hayet for 
work directly related to the Captioned Case. The Database shall be instaIled on and accessible 
through the compiter containing Hayet’s licensed Ventyx software. Protected Materials shall be 
made available under the terns of this Agreement to Hayet solely for its use in the Captioned 
Case and any appeals from the Captioned Case, and may not be used by Hayet for any 
commercial, business, or other purpose whatsoever. 

Section 3. Duration of U s  Protected Materials shall remain available to Hayet until the 
sooner of: (a) an order terminating this proceeding becomes no longer subject to judicial review, 
or (b) the termination of Hayet’s license with Ventyx. If requested to do so in writing after that 
date, Hayet shall, within fifteen days of such request, return the Protected Materials (excluding 
Notes of Protected Materials) to APM, or shall destroy the materials, except that copies of 
filings, official transcripts and exhibits in this proceeding that contain Protected Materials and 
Notes of Protected Materials may be retained, if they are maintained in accordance with this 
Agreement. Within such time period, Hayet, if requested to do so, shall also submit to APM an 
affidavit stating that, to the best of its knowledge, all Protected Materials and all Notes of 
Protected Materials have been returned or have been destroyed or will be maintained in 
accordance with this Agreement. To the extent Protected Materials are not retunxed or 
destroyed, they shall remain subject. to this Agreement. 

Section 4. B4n-Disclosure Certificate. Hayet shall execute a Noa-Disclosure Certificate in 
the form of the attached Exhibit A certifying its understanding and agreement with the terms of 
this Agreement, A copy of each Non-Disclosure Certificate shall be provided to APM prior to 
disclosure of any Protected Materials to Hayet. 

Section 5 .  Protection of Materials. All Protected Materials shall be maintained by Hayet in a 
secure place. Access to those materials shall be limited to Hayet. Protected Materials shall be 
treated as confidential by Hayet. Protected Materials shall not be used except as necessary for the 
conduct of this proceeding, nor shall they be disclosed in any manner to any person except as 
outlined in Section 6 of this Agreement. Hayet may make notes of Protected Materials, which 
shall be treated as Notes o f  Protected Materials if they disclose the contents of Protected 
Materials. Hayet may use this information for purposes of this proceeding, and may not w e  

2 



infomiation contained in any Protected Materials obtained through this proceeding to give Hayet 
or any competitor or potential competitor of APM a commercial advantage or otherwise 
economically disadvantage APM based on disclosure of the Protected Materials outside of this 
proceeding. 

In the event, APM inadvertently provides confidential information unrelated to the 
Captioned Case, or otherwise fails to designate materials other than the Database as Protected 
Materials at the time they are provided to Hayet, APM shall notify Hayet promptly upon 
discovery of the inadvertent disclosure. Hayet agrees that from the time forward that Hayet has 
been notified that such materials are deemed confidential, Hayet shall maintain the 
confidentiality or protection afforded the information, and agrees to: (a) immediately return the 
privileged information; and (b) to protect the confidential materials as Protected Materials, and to 
not w e  any information derived from such inadvertent disclosure in a manner inconsistent with 
the preservation of the confidential nature of the materials. 

Section 6. Disclosure. Only Authorized Representatives shall have access to the Database. 
In the event that Hayet ceases to be engaged in the Captioned Case, access to Protected Materials 
by Hayet shall be terminated. Even if no longer engaged in this Captioned Case, Hayet shall 
continue to be bound by the provisions o f  this Agreement and the Non-Disclosure Certificate. 
No other disclosure of the Database shall be peniitted. The Parties agree that the output of 
modeling analyses that may be conducted using the information contained in the Database as 
well as input assumptions entered into the Database for purposes of modeling analyses will be 
treated as confidential among any parties who have signed the Confidentiality Agreement in the 
Captioned Case and are not prohibited from disclosure under this Agreement, Hayet shall take all 
reasonabie precautions necessary to assure that Protected Materials are not distributed to 
unauthorized persons. 

Section 7. Nature of I n f o r m a t h  Hayet hereby accepts the representations of APM that the 
Database is of a special, unique, unusual, extraordinary, and/or intellectual character and that the 
Parties further accept that the Database is an APM trade secret that is not available to the public, 
and that, if disclosed, would subject APM to risk of competitive disadvantage or other business 
injury.APM may be irreparably injured by disclosure of the Database, APM and Mayet 
acknowledge and agree that money damages would not be a sufficient remedy for any breach of 
this Agreement, and that in addition to all other remedies, a Party shall be entitled to specific 
performance and injunctive or other equitable relief as a remedy for any such breach, and the 
Parties agree to waive any requirement for the securing or posting of any bond in connection 
with such remedy. 

Section 8. Survival .of Obligations, The obligations and commitments established by this 
Agreement shall remain in full force and effect for a period of two (2) years from the conclusion 
of any right to appeal the proceedings in the Captioned Case. 

Section 9. Governing Law. The validity and interpretation of this Agreement and the legal 
relations of the Parties to it shall be governed by the laws of the State of Indiana. In the event 
that a court of competent jurisdiction determines that any portion of this Agreement is 
unreasonable because of its term or scope, or for any other reason, the Parties agree that such 



court may reform such provision so that it is reasonable under the circumstances and that such 
provision, as reformed, shaIi be enforceable. The Parties further agree that service of any 
process, summons, notice or document by US. certified or registered mail to the Parties' 
respective executive offices will be effective service of process for any action, suit, or 
proceeding brought in any such court. 

Section 10. Miscellaneous Provisions. 

(a) Neither party shall assign this Agreement without the prior written approval of the 
other party. Nothing in this Agreement, express or implied, is intended or shaII be construed to 
confer upon any person or entity other than the parties hereto any right, remedy or claim under or 
by reason of this Agreement. 

(b) This Agreement sets forth the entire agreement between the parties as to the 
subject matter of this Agreement and supersedes all prior agreements, commitments, 
representations, writings and discussions between them, whether witten or oral, with respect to 
the subject matter hereof. Except as otherwise expressly provided in this Agreement, this 
Agreement may not be amended or terminated except in writing and signed by a duly authorized 
representative of the Party to be bound thereby. 

(c) If any provision of this Agreement or its application to any person or 
circumstance is adjudged invalid or unenforceable by any court of competent jurisdiction, then 
the remainder of this Agreement or the application of such provision to other persons or 
cjrcumstances shall not be affected thereby. 

(d) No delay or failure to exercise any right under this Agreement shall operate as a 
continuing or permanent waiver of such right or preclude the fiirther exercise of that right or any 
other right. This Agreement shall be binding on the parties and their successors, heirs, affiliates, 
and assigns. This Agreement may be executed in any number of counterparts, and each such 
counterpart shall be deemed an original instrument. 

IN WITNESS WHEREOF, the parties have caused this Agreement to be executed and 
delivered by their respective duly authorized officers as of the date first written above, 
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COMMONWEALTH OP KENTUCKY 
BEFORE: “E PUBLIC SERVICE CQMjMcISSION 

1 TBI the Matter of: 
) 

Application of Big Rivers Electric Cooperative for Approval of) 
its 2012 Environmental Compliance Plan, Approval of its } CASE NO. 2012-00063 
Amended Environmental Cost Recovery Surcharge Tariffs, ) 
and for the Certificates of Public Convenience and Necessity, ) 
and the Authority to Establish. a Regulatory Account 

AFFIDAVIT QF DR. WILLIAM STEINHURST FOR DIRECT TESTIMONY 
(PUBLIC VERSION) 

state o f  
Vermont 

DT. William Steinhurst, being first duly sworn, states the foFolloWing: The prepared Direct 
Testimony (Public Version) and associated exhibits filed on Monday, July 23,2012 constitute 
the direct testimony of Affiant in the above-styIed cases. Affiant states that he would give the 
answers set forth in the Direct Testimony, Public Version, if asked the questions propounded 
therein. Afiaat M e r  states that, to the best of his knowledge, his statements made are true and 
correct. 

SURSCmED AND SWORN to 

My Commission Expires: 

before me 

Dr. William Steinhunt 



Commonwealth of Kentucky 

Before the Public Service Commission 

In the Matter of: 

APPLICATION OF BIG RIVERS ELECTRIC ) 
CORPORATION FOR APPROVAL OF ITS ) 
2012 ENVIRONMENTAL COMPLIANCE ) 
PLAN, FOR APPROVAL OF ITS ) 
AMENDED ENVIRONMENTAL, COST 1 
RECOVERY SURCHARGE TARIFF, FOR ) 
CERTIFICATES OF PUBLIC ) 
CONVIENENCE AND NECESSITY, AND ) 
FOR AUTHORITY TO ESTABLISH A ) 
REGTJLATORY ACCOUNT. ) 

Direct Testimony of 
William Steinhurst 

On Behalf of 
Sierra Club 

Public Version 

Case No. 2012-00063 

July 23, 2012 
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1 1. INTRODUCTION AND QUALIFICATIONS 

2 Q  

3 A  

4 

5 

6 Q  

7 A  

8 

9 

10 

11 

12 

13 

14 

15 Q 
16 A 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

Please state your dame, business address, and position. 

My name is William Steinhurst, and I am a Senior Consultant with Synapse 

Energy Econoiriics (Synapse). My business address is 32 Main Street, #394, 

Montpelier, Vermont 05602. 

Please describe Synapse Energy Economics. 

Synapse Energy Economics is a research and consulting firm specializing in 

energy and environmental issues, including electric generation, transmission and 

distribution system reliability, ratemaking and rate design, electric industry 

restructuring and market power, electricity market prices, stranded costs, 

efficiency, renewable energy, environmental quality, and nuclear power. 

Synapse’s clients include state consumer advocates, public utilities commission 

staff, attorneys general, environmental organizations, federal government and 

utilities. 

Please summarize your work experience and educational background. 

I have over thirty years of experience in utility regulation and energy policy, 

including work on renewable poi-tfolio standards and portfolio management 

practices for default service providers and regulated utilities, green marketing, 

distributed resource issues, economic impact studies, and rate design. Prior to 

,joining Synapse, I served as Planning Econometrician and Director for Regulated 

Utility Planning at the Vermont Department of Public Service, the State’s Public 

Advocate and energy policy agency. I have provided consulting services for 

various clients, including the Connecticut Office of Consumer Counsel, the 

Illinois Citizens Utility Board, California Division of Ratepayer Advocates, the 

D.C. and Maryland Offices of the Public Advocate, Delaware Public Utilities 

Comrriission, Regulatory Assistance Project, National Association of Regulatory 

Utility Commissioners (NARTJC), National Regulatory Research Institute 

(NRRI), American Association of Retired Persons (AARP), The TJtility Reform 
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1 

2 

3 

4 

5 

6 

Network (TURN), Union of Concerned Scientists, Northern Forest Council, Nova 

Scotia Utility and Review Board, U.S. Environmental Protection Agency (EPA), 

Conservation Law Foundation, Sierra Club, Southern Alliance for Clean Energy, 

Oklahoma Sustainability Network, Natural Resource Defense Council (NRDC), 

Illinois Energy Office, Massachusetts Executive Office of Energy Resources, 

James River Corporation, and Newfoundland Department of Natural Resources. 

7 

8 

I hold a B.A. in Physics from Wesleyan University and an M.S. in Statistics and 

Ph.D. in Mechanical Engineering Grom the University of Vermont. 

9 

10 

11 

12 

13 

14 

15 

16 

I have testified as an expert witness in over 30 cases on topics including utility 

rates and ratemaking policy, prudence reviews, integrated resource planning, 

demand side management policy and program design, utility financings, 

regulatory enforcement, green marketing, power purchases, statistical analysis, 

and decision analysis. I have been a frequent witness in legislative hearings, and 

represented the State of Vermont, the Delaware Public Utilities Commission 

Staff, and several other groups in numerous collaborative settlement processes 

addressing energy efficiency, resource planning and distributed resources. 

17 

18 

19 

20 

21 

22 

23 

24 

25 

I was the lead author or co-author of Vermont’s long-term energy plans for 1983, 

1988, and 199 1, as well as the 1998 report Fueling Vermont’s Ftrtzrre: 

Con7prehensive Energy Plan and Greenhouse Gas Action Plan, and also 

Synapse’s study Portfolio Management: How to Proczrre Electricity Resoirrces to 

Provide Reliable, Low-Cost, and Efficient Electricity Sewices to All Retail 

Cztstomers. In 2008, I was commissioned by the National Regulatory Research 

Institute (NRRI) to write Electricity at a Glance, a primer on the industry for new 

public utility commissioners, which included coverage of energy efficiency 

programs. In 20 1 1, NRRI commissioned a second edition of that work. 

26 A copy of my current resume is attached as Exhibit WS-1 

27 Q 

28 A I am testifying on behalf of Sierra Club. 

On whose behalf are you testifying in this case? 
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1 Q 
2 Commission? 

3 A 

4 

Have you testified previously before the Kentucky Public Service 

No, I have not. However, I did prepare prefiled testimony in Kentucky PSC Cases 

No. 20 1 1-00 16 1 and No. 20 1 1-00 162, which were settled. 

5 Q  

6 A  

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

What is the purpose of your testimony? 

Big Rivers Electric Corporation (“BREC” or the “Company”) has requested that 

the Commission issue Certificates of Public Convenience and Necessity 

(“CPCN”) for certain environmental upgrades at its coal fired power plants. See 

Berry prefiled direct at 39 and BREC Exhibit Berry-2. I will refer to those 

projects as the Environmental Retrofits. The purpose of my testimony is to 

provide an opinion, based on Synapse’s analysis of the Environmental Retrofits 

and BREC’s studies in support of its Application for the CPCNs, as to whether 

the proposed Environmental Retrofits are reasonable and cost-effective for 

complying with the environmental requirements the Company faces and 

providing least-cost service. Witness Wilson’s accompanying testimony reviews 

the regulatory requirements and the Company’s economic justifications for the 

Environmental Retrofits. For that purpose, she reviews the current and expected 

running costs of the Company’s coal-fired units, and compares these costs to 

different alternatives. My testimony discusses the resource options BREC 

evaluated, the range of future scenarios it used to evaluate those resource options, 

its prqjection of revenue requirements for each resource option under those future 

scenarios and its conclusions regarding the merits of its proposed CPCN based 

upon its prqjections and analyses. 

24 2. FINDINGS AND OVERVIEW OF TESTIMONY 

25 Q 
26 

27 A 

28 

29 

In your opinion, do the facts and evidence presented in this case support the 
Company’s request for a CPCN for the proposed environmental upgrades? 

No. The Company has not demonstrated that its proposed CPCN is reasonable 

and cost-effective for complying with the environmental requirements the 

Company is facing. That conclusion is based upon the results of our review 
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4 

9 

10 

11 Q 
12 

13 A 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

which indicates that the Company has not evaluated the full range of resource 

options available to it, that its projections of revenue requirements for the 

resource options it did evaluate are not correct, that its evaluation of future 

scenarios does not include a reasonable projection of carbon prices and that its 

risk analysis is subjective and flawed As set out in the testimony of witness 

Wilson, the Company’s economic ,justification for these environmental retrofits 

did not consider a full range of alternative compliance options and contained 

several flaws that bias its analysis in favor of installation of emission control 

retrofit projects. When a number of those errors are corrected, the results show 

that alternatives to the Environmental Retrofits are less costly and less risky. 

What is your understanding of the standard for issuance of a CPCN in 
Kentucky ? 

My understanding is that, before the Commission can grant such a certificate for a 

facility, it must determine that there is both a need for the facility and that 

construction of the new system or facility will not result in duplication. This 

standard requires more than just a showing that there is a iieed for new generation, 

as the statutory mandate to avoid “wasteful duplication” logically means that the 

new system or facility should not represent an excessive investment. Commission 

decision-making is guided by the overall requirement that utility rates are “fair, 

just, and reasonable.” KRS 5 278.030(1); KRS 5 278.040. As a policy matter, I 

view these requirements as equating to the need for a showing that resources are 

the least-cost means of providing utility service since a resource plan that is not 

least cost cannot result in just and reasonable rates. 

24 3. EXPECTATION FOR SOUND UTILITY PLANNING 

25 Q HOW DOES BREC’s DECISION MAKING PROCESS COMPARE WITH 
26 
27 XWASONABLF, DECISION? 

28 A 

29 

30 

THE PROCESS A COMPANY WOIJLD FOLLOW TO INFORM A 

BREC is conducting a business affected with the public interest. It should plan for 

the provision of utility service in a manner designed and implemented to provide 

adequate and reliable service consistent with public policy and in a manner 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 
24 
25 

26 

27 

designed to minimize long-term cost of service to customers while managing risk 

to customers in a reasonable way. I have discussed this approach at length 

elsewhere. (See, for example, Portfalio Management: Tools and Practices for 

Regtilators, 9/29/2006, attached as Exhibit WS-2.) BREC's planning in regard to 

the subject matter of this proceeding should be held to that same standard: an 

assessment of all of its options for meeting customer needs and conducted in a 

manner that considers all of its options on a level playing field. Specifically, 

BREC should have done the following: 

1. 

2. 

3. 

4. 

5" 

6. 

7. 

Identify All Currently Known Regulatory Requirements and Identify 

Emerging and Reasonably Likely Future Regulatory Requirements 

Identify and Evaluate All Alternatives for Compliance and Alternatives to 

Compliance 

Perform Correct Life-Cycle Economic Analyses, Including Sensitivity Cases 

and other Risk Analysis of All the Alternatives 

Make a Decision Based on the Aforementioned Information 

Re-Evaluate the Decision as Significant Milestones Are Reached 

Balance Cost/Risk In Implementation Method 

Actively Manage the Implementation To Assure Budget, Schedule and 

Performance Compliance 

Unfortunately, BREC has failed in at least the first four of those requirements as 

explained below. 

4. DESCRIPTION OF WAYS IN WHICH BWdC PLANNING IS LACKING 

Q Was BREC's planning and economic analysis for its Environmental Retrofits 
correct? Was it consistent with least cost planning principles and good utility 
management? 

BREC's planning and economic analysis for its Environmental Retrofits was not 

correct, nor was it consistent with least cost planning principles and good utility 

A 
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1 

2 follows: 

management. Sierra Club witness Wilson summarizes the errors she identified as 

3 

4 management (DSM); 

* The load forecast, which does not include the effects of demand side 

5 0 The input natural gas price forecast from the PACE Global modeling; 

6 

7 

8 

0 The use of a carbon dioxide (COz) emissions price to determine the energy 

market prices in the PACE Global modeling, but leaving it out of the 

ACES production cost modeling and the dispatch of generating units; 

9 0 The resulting output energy prices from the PACE Global modeling/ TJse 

10 of inflated market prices; 

11 

12 

0 The assumption that capacity, heat rates, forced outages and availability 

factors stay constant over time; and 

13 

14 

The use of both real and nominal dollars in calculations of net present 

value revenue requirement (NPVRR) in the BREC financial modeling. 

1.5 

16 

17 

18 

19 

20 

Witness Wilson also describes BREC’s failure to model all controls, failure to model 

units individually, and failure to compare to alternatives. Sensitivity analyses were 

extremely limited and did not cover the range of important input uncertainties. None 

of these practices is consistent with correct implementation of least-cost planning 

principles or with good utility management. I will discuss the utility planning 

implications of BREC’s errors below. 

21 a. Piecemeal Approach to Pending and Emerging Regulations 

22 Q 
23 

24 A 

25 

26 

27 

Does correct least-cost planning require treating emerging and reasonably 
expected regulatory requirements in a particular manner? 

Yes. Investments necessary to meet emerging and reasonably expected regulatory 

requirements must be considered as part of the forward going costs of any plant, 

just as with the investments necessary to meet currently known requirements. 

TJnfortunately, BREC erred in at least two ways on this point by including in its 
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economic modeling the costs of select control technologies rather than the entire 

suite of controls likely or reasonably expected for future compliance. 
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First, BREC chose to treat some emerging and reasonably expected regulatory 

requirements as “speculative” and ignored the risk of forward going costs for 

meeting those requirements. For example, BREC witness Berry states “potential 

NAAQS [national ambient air quality standards] reductions are not expected to be 

published until 2016 with compliance possibly due in 201 8. At this time, 

anticipated NAAQS reductions are merely speculative and will be addressed in 

future environmental compliance plans.” He also takes a similar position 

regarding “EPA-proposed regulations under $ 3  16(b) of the Clean Water Act - 

Waste Water Intake Impingement Mortality & Entrainment, Waste Water 

Discharge, and Coal Combustion Residuals (CCR).” Berry prefiled direct at 27- 

29. 

Second, BREC failed to treat the alternatives on a level playing field with respect 

to potential carbon emission costs. BREC burdened market alternatives (mainly 

natural gas energy purchases) with carbon costs, but failed to similarly burden the 

forward going costs of the coal plants it proposes for Environmental Retrofits. 

This is a fundamental error in least cost planning. 

This piecemeal and biased analysis is inconsistent with the principles of least cost 

planning and the requirements for a CPCN. 

b. Creation of a Bias in Favor of Additional, Future Environmental 
Retrofits 

Does BREC’s failure to comprehensively plan for least-cost solutions to its 
regulatory requirements create any other concerns? 

Yes. Once the proposed Environmental Retrofits are made, their costs are sunk 

and not avoidable. Then, any incremental costs imposed by other regulations, 

such as emerging and reasonably expected regulations, would be evaluated on 

their incremental economics. However, from today’s point of view that distorts 

the true economics of decisions about the proposed Environmental Retrofits vs, 
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the alternatives. Again, a piecemeal approach to economic evaluations distorts the 

economic analysis of alternatives. While some emerging and reasonably expected 
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30 

regulations are in flux and costs may be uncertain, totally ignoring those potential 

costs biases the analysis in favor of the proposed Environmental Retrofits. 

As a general matter, how should BREC approach planning for 
environmental regulation? 

Under EPA’s multi-faceted approach, plant owners can and should 

comprehensively plan for compliance. While BREC retained Sargent and Lundy 

to perform the initial steps in a comprehensive plan for compliance, BREC failed 

to follow through. As an example of this lack of follow through, BREC modeled 

only the emission control retrofits for Cross State Air Pollution Rule (CSAPR) 

and Mercury Air Toxics Standard (MATS) and, then only a subset of the controls 

recommended by Sargent & Lundy to comply with these rules. Also of 

importance, BREC did not consider forward going costs for compliance with 

NAAQS revisions, the CCR rule, the Water Intake (3 16(b)) rule, and new effluent 

limits despite its expectation that those regulations will drive fiirther capital 

expenditures. Berry direct prefiled at 27 ff.; DePriest direct prefiled at 10. BREC 

stated it did not consider costs for compliance with NAAQS revisions simply 

because they would not need to comply immediately. Berry, Zoc. cit. This position 

of BREC’s in the face of Sargent & Lundy’s caution that “In order to achieve 

compliance with potential NAAQS emission reductions, BMC would need to alter 

their compliance strategy,” is not sound utility planning. S&L report at 6-4. 

BREC implicitly admits it should use a 20-year planning horizon, but fails to 

consider reasonably foreseeable costs for future environmental controls during 

that period. Such shortsighted analysis stacks the deck in favor of the proposed 

Environmental Retrofits because it only looks at subset of costs needed to go 

down that road. As a result, its 2012 Environmental Plan fails to deliver a least 

cost solution to meeting customer needs. Failure to consider all options in a 

cohesive fashion makes it impossible for the Commission to find that retrofits are 

least cost. 
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1 c. Errors 

2 Q  
3 

4 A  
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Did any of the other errors BREC made in its economic analysis of 
compliance options materially affect the outcome of its analysis? 

Yes. Among the material errors BREC made were 

0 Using a natural gas price forecast that is out of date and higher than current 

forecasts, 

0 Using a COZ emissions price in the determination of market energy prices, but 

not in unit running costs, and 

e Exclusion of ongoing operating and maintenance (O&M) costs at each of the 

coal units. 

Others are listed above and in the prefiled direct testimony of witness Wilson. 

I am also concerned about the limited sensitivity analyses. In response to 

discovery request KTUC 2-5, Big Rivers states that it relied on a single estimate of 

fiiel costs, market prices, allowance prices, etc., as support for its application to 

the Commission. 

Q. Please explain why Big Rivers used a forward energy 
price forecast from both Pace Global (“Pace”) and APM in the 
cases studied. 

A. Pace’s analysis was developed to incorporate a wide 
range of market uncertainties on key drivers such as fuel prices, 
electric load growth, carbon compliance costs, and power market 
prices. This approach provided the context under which Pace 
developed a reference case hourly price projection for use in 
further production cost models. 

The fact that many variations of input assumptions were used to generate one or 

more of the reference case input assumptions does not immunize that reference 

case, itself, from uncertainty. Failure to present sensitivity cases showing whether 

the proposed Environmental Retrofits are appropriately robust is not good utility 

practice and should lead to the Commission not to put much weight on it the 

Application as evidence for the retrofits. 
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1 d. Failure to Model Retrofits Against Relevant Alternative Options 

2 Q  
3 

4 A  

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

1.5 

16 

17 

18 

19 

20 

21 

22 

23 
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26 

27 
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29 

Did BREC compare the proposed Environmental Retrofits to a full array of 
alternatives? 

No, it did not. BREC’s cost effectiveness evaluation considered three cases: a 

Build Case (in which it installed all the Environmental Retrofits); a Partial Build 

Case (in which it installed all but one of those retrofits) and a Buy Case (in which 

it installed only MATS retrofits). Hite direct at 6. One of those cases considered 

market purchases, but only as an alternative to some of the controls, not as an 

alternative to continued operation of one or more of the coal generating units. 

Other alternatives, such as new natural gas plant, gas conversions, retirements, 

purchased power agreements for excess capacity, energy efficiency programs and 

renewable resources were not modeled. 

To illustrate the importance of this omission, Synapse compared the Build Case to 

one of those alternatives-a new natural gas combined cycle (NGCC) unit first 

using BREC’s input assumptions and then using several combinations of more 

appropriate assumptions. Witness Wilson explains that process and those 

combinations of assumptions in her prefiled testimony. Those scenarios show 

that, with reasonable input assumptions and correcting several errors made by 

BREC in its analyses, replacement of BREC’s coal units with natural gas 

combined-cycle replacement options is more economical on an NPVRR basis 

than the proposed Environmental Retrofits by between 12 and 20 per cent, 

depending on the unit, for a fleet-wide savings in excess of one billion dollars 

NPVRR. 

Would not reliance on natural gas generation entail some price uncertainty? 

Yes, as with many other options, reliance on natural gas as a fuel entails some 

price volatile over short and mid-term, perhaps somewhat more so than coal. 

However, natural gas is not necessarily the only alternative that could be included 

in a diversified portfolio for BREC that should include increased levels of DSM 

and renewable resources such as wind. Further, those price fluctuations can be 
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A 

Q 
A 

hedged over the short- to mid-term, and the coal retrofit case brings its own suite 

of risks including excess capacity, cost overruns (discussed below), aging plant 

considerations, fiiture carbon regulation, and more. Furthermore, a resource 

portfolio so dominated by one technology and one file1 as BREC’s is quite brittle 

compared to a diverse portfolio of multiple fuels, market purchases, energy 

efficiency, load management and renewables. 

You mentioned energy efficiency resources as one alternative not considered 
by B m C .  Please explain further. 

On page 29 of his prefiled direct, witness Berry states that “the magnitude of 

potential savings from DSM and energy efficiency is insufficient to materially 

assist Big Rivers in complying with CSAPR and MATS.” 

Are you surprised by that conclusion and do you agree with it? 

I do not agree with that conclusion, but am not surprised that BREC would reach 

it, as the DSM programs being implemented by BREC are nowhere near what is 

readily achievable by a utility. 

BREC’s assertion is merely conclusory and fails to consider the possibility that 

DSM and energy efficiency could make a difference to the economics of even one 

of BREC’s many coal units. It is also contrary to the experience of national 

leaders in energy efficiency who have found it possible to achieve savings in 

excess of 1 % of retail sales per year consistently for a decade or more. However, I 

am not surprised that BREC should reach such a conclusion, based on its 

approach to DSM evidenced in its 2010 IRP. For example, on page 7-14 of that 

IRP, BREC states that, Big Rivers and its three distribution member cooperatives 

currently primarily provide education about energy efficiency, with the exception 

being distribution of CFL lighting at no cost to members.” In my thirty-some 

years of experience with the design of DSM programs, I have not seen any utility 

that took such a stance succeed in achieving substantial savings. 

Further, In Section 8 of that IRP, BREC presents the projected savings of it fiiture 

DSM programs, and those savings amount to approximately 0.0 1 % of annual non- 
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smelter sales each year. This is barely a token amount, representing a tiny fraction 

of the sustained annual savings rate achievable by a vigorous utility DSM 
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1.5 
16 

17 A 
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23 

program. Such a vigorous program can also be ramped up by committed utility 

managers within about three years, especially now that effective program designs 

are well understood. 

All in all, it is clear that BREC has not considered DSM and energy efficiency 

seriously and that, if it had, it would have found that energy efficiency resources 

would have made a difference in its ability to retire existing units and rely on 

other resources. It is important to note that sustained savings in energy sales of 

1% per year from DSM program would result in a load reduction in excess of 

10% after a decade. This is certainly an amount that can make a difference in the 

resource needs of BREC and its customers. 

e. All or Nothing Alternatives 

You mentioned that DSM resources might well have made a difference in the 
economics of at least some of BREC's units. Please explain further the 
modeling of individual units. 

As witness Wilson explains in her prefiled direct, BREC's Build Case resource 

scenario analyzed all its coal units as retrofitted. BREC did not analyze the 

opportunities to retrofit some units and retire others in favor of alternatives. I am 

concerned that this distorts the outcome, especially in the Smelter sensitivities. If 

BREC had done its analysis on a unit-by-unit basis, it is likely that DSM could 

have offset the need to retrofit or replace some units. This is especially 

problematic given the Smelter sensitivities. In particular, BREC's assertion that 

For example, in 2007, states had utility and public benefit prograins that saved electric energy at a rate in I 

excess of 0.5% of retail sales (total retail sales, not excluding large industrial sales as in the above 
Kentucky example) included Vermont, Connecticut, California, Massachusetts, Minnesota, Washington, 
Oregon, Rhode Island and Iowa. Dan York, Patti Witte, Seth Nowak and Marty Kushler, Three Decades 
a i d  Coimting" A Historical Review and Ciil-rent Assessment of Electric Utility Energy Efficiency Activity in 
the States, June 27, 201 2, ACEEE Research Report U123, available at http://aceee.org/research- 
report/ul23. 
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the Smelter sensitivity showed no change in the least cost strategy should be 

given no weight due to this analytical defect. 
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Did BREC consider any coal plant retirements or natural gas conversions 
(aside from the Reid plant) in its economic analysis? If not, why not? 

Apparently, BREC did not consider any coal plant retirements in its economic 

analysis. It justified this in the following way in its Response to KITJC 1-26: 

Because of the significant number of generating units involved and the 
significant unamortized plant balance of the coal units that are being 
upgraded, retirement of the coal plants or converting them to natural gas 
would result in the need to recover, through rates, the Unamortized plant 
balances of the coal plants in addition to any costs of converting the plants 
to natural gas. Big Rivers believed that this cost could be avoided by 
pursuing upgrades that would control emissions and comply with EPA 
regulations for an average cost of about $169 per kW compared to an 
overnight installed cost of $626 per kW for an advanced combustion 
turbine and $9 17 per kW for a new combined cycle unit (Assumptions to 
the Annual Energy Outlook for 2011, DOE EIA, p. 97; see attached). 
These differences were so large that Big Rivers did not consider it 
necessary to evaluate the option of retiring coal plants or converting them 
to natural gas. 

Is that justification sound? 

No, it is not. In fact, BREC’s excuse is economic nonsense. 

I do riot necessarily agree that, in the event of a coal unit retirement, the 

unamortized values would be recoverable in rates under traditional ratemaking. 

However, from a least cost planning point of view it is irrelevant whether the 

unamortized costs of those plants are recoverable in rates. That is because, 

whether or not those costs would be recoverable from BREC’s ratepayers, they 

could not “be avoided by pursuing upgrades that would control emissions and 

comply with EPA regulations.” Rather, those costs are sunk and are completely 

unaffected by any decision regarding the proposed Environmental Retrofits. This 

fundamental error is compounded by erroneously comparing capital resources on 

the basis of their overnight installed cost rather than a full life-cycle revenue 

requirement. 

Direct Testimony of William Steinhurst Page 13 



The following example should clarify this point. Assume for the sake of argument 

that (1) the unamortized cost of BREC’s coal plants at this time including the 

present value of any carrying charges (TIER, etc.) is $1 Billion, (2) the life cycle 

cost of retrofitting and operating those plants is $7.4 Billion, (3) the life cycle cost 

of retiring those plants and replacing them with NGCC plants is $6.2 Billion, and 

(4) nothing else in BREC’s cost of service will change between those two 

strategies. Then the cost of service difference (NPVRR) will be: 

Strategy 

Amortization of 
existing rate base 
and carrying costs 
Capital and 
operating costs of 

8 

9 

10 

11 

12 

13 

14 
15 
16 

17 

18 

19 

20 

21 

22 

Build Case (Install Alternative Case 
proposed (retire existing 
Environmental plants and replace 
Retrofits) with NGCC) 
$1 Billion $1 Billion 

$7.4 Billion $6.2 Billion 

strategy 
Total $8.4 Billion $7.2 Billion 

Difference 

$0 

$I  .2 Billion 

$1.2 Billion 

Clearly, even if we grant BREC the benefit of the doubt on whether the existing rate 

base would, in fact, be recoverable from customers under the Alternative Case, the 

amount of that existing rate base cancels out and makes no difference in which 

strategy is least cost. 

5. OTHER CONCERNS WITH THE PROPOSED ENVIRONMENTAL RETROFITS 

Q In considering the cost-effectiveness of BREC’s plan, can the Commission be 
confident that the cost estimates presented for the Environmental Retrofits 
will not increase? 

A Not necessarily. First of all, there is the concern already discussed above that the 

costs presented do not include all of the environmental upgrade costs that BREC 

would need to enable its plants to continue operating, even with the proposed 

Environmental Retrofits. Second, as has already been discussed, BREC has not 

included a specific estimate of owner’s costs for the proposed Environmental 

Retrofits and has not accounted for future capital additions that will be needed to 
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keep the plants running. In addition, there is reason to expect the final costs of 

such retrofits would exceed the estimates typically offered by utilities at this stage 

of development. A recent example is the case of AEP’s Big Sandy retrofit 

proposal where there was an increase of about 130% in estimated costs froin the 

base engineering, procurement and construction (EPC) cost to total company cost 

(from $409 million before escalation and contingency to $940 million after 

“associated” costs, the cost of landfill modifications required to accept flue gas 

desulfurization waste, a 20% contingency, American Electric Power owner costs, 

and allowance for funds used during construction (AFUDC)). I understood that 

the BREC cost estimate does include contingency and escalation, but describe this 

recent experience as an illustration of what may happen to initial estimates. 

I would also observe that Sargent and Lundy characterizes its capital cost 

estimates as follows in Sec. 5.1.1 of its report included in the BREC Application: 

The capital costs do not include; sales taxes, property taxes, license 
fees and royalties, owner costs, or AFUDC (Allowance for Funds 
Used During Construction). The costs are based on a minimal- 
contracts lump-sum project approach. The total installed costs are 
factored from recent projects and quotes obtained by S&L. No 
specific quotes or engineering was completed for any of the 
projected upgrades for the BREC units. The costs provided herein 
reflect an approximate accuracy of +/-20% and are not indicative 
of costs that may be negotiated in the current marketplace. These 
costs should not be used for detailed budgeting or solicitation of 
pollution control bonds. 

(I have mentioned owner’s costs above.) This suggests some considerable 

uncertainty. There is some reason to believe that capital costs for such equipment 

may increase over the next few years due to greater demand. I also note that a 

20% margin is greater than the margin by which the proposed Environmental 

Retrofit life cycle costs exceed NGCC life cycle costs, even in the scenarios that 

assume BREC’s input assumptions. (See Wilson Table 1 .). Further, in response to 

SC 2-4, BREC failed to provide the requested information on cost overnins of 

prior major capital projects. 
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1 6. CONCL~JSIONS AND RECOMMENDATIONS 

2 Q- 
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Please summarize the major conclusions and recommendation from your 
review of the Company’s request. 

My first conclusion is that the Company has not demonstrated that its proposed 

CPCN for Big Rivers is reasonable and cost-effective for complying with the 

environmental requirements the Company is facing. That conclusion is based 

upon the results of our review, which indicates that the Company has not 

evaluated the full range of resource options available to it, that its projections of 

revenue requirements for the resource options it did evaluate are not correct, that 

its evaluation of future scenarios does not include a reasonable projection of 

carbon prices and that its risk analysis is flawed. My second, related, conclusion is 

that allowing BREC to recover the costs of installing environmental control 

equipment on Big Rivers from ratepayers will not result in just and reasonable 

rates. 

15 

16 

Based upon those conclusions my recommendation is that the Commission not 

approve the Company’s request for a CPCN for Big Rivers. 

17 Q. Does this complete your Direct Testimony? 

18 A Yes. 
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1 A .  Background and Purpose 
Ensuring that reliable retail electric service is being provided at reasonable rates is more 
challenging than ever. 

The providers of the generation component of that retail service, regardless of the 
presence or absence of retail competition, face a host of major uncertainties. These 
include high and volatile natural gas prices, uncertain wholesale power prices, 
uncertainty regarding the feasibility and economics of new generation capacity, and a 
wide range of possible environmental regulation futures, particularly with respect to 
greenhouse gas emissions. Providers must address those uncertainties when choosing 
supply strategies, resource mix, and ownership or contracting arrangements. 

Regulators are faced with the difficult task of aligning resource plans and procurement 
strategies with the policy ob.jectives of their particular jurisdiction. Those policy 
objectives may include enhancing reliability, managing risk, improving the performance 
of wholesale and retail markets and achieving reasonable rates. In other words, they must 
determine whether the proposed resource plans and procurement strategies represent “the 
best” choices from the full range of viable alternative plans and strategies, given their 
objectives. 

Regulators face these challenges both in jurisdictions with retail competition and fully 
regulated states. Some states, such as Delaware, have recently enacted legislation 
mandating changes to procurement policies.’ Others have grappled with these issues in 
various regulatory proceedings to institute new or updated procurement policies. 
Examples of recent relevant cases and proceedings in states with, or introducing, retail 
competition include: 

0 Illinois-Commerce Commission Docket 05-0 159, Commonwealth Edison 
Auction, Dockets 05-0160, 0161 and 0162, Amereri Utilities 

Delaware-Executive Order No. 82 

Examples of recent relevant cases and proceedings in vertically integrated states include: 

0 

California-Rulemakings 0 1-1 0-024 and 04-04-003 

Oregon-Public TJtility Commission Dockets LJM- 1056 and UM-1066 
regarding IRP Policy 

Montana-Montana Administrative Rules, sub-chapter 20: Least Cost 
Planning-Electric Utilities. 38.5.2004 

The parties to such proceedings must grapple with a number of questions at both a broad 
and detailed level. Broad questions that arise include: 

’ Electric Utility Retail Consumer Act of 2006, 75 Del. L.aws ch. 242 (Apr. 6, 2006) 

Synapse Energy Economics - Portfolio Management Tools Page 1 
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What level of price volatility is tolerable for customers, taking into account 
the means at their disposal for managing that risk? 

How can portfolio management help address public interest concerns 
regarding the level and stability of electricity prices? 

Over what timeframe will the proposed strategy apply? 

What level and stability of prices are expected to result during that time? 

What are the key assumptions underlying those expectations? 

How sensitive is the expected level and/or stability of prices to a change in 
those assumptions? 

What flexibility is there to modify the strategy in response to changes in 
demand or supply conditions; at what points in time is that possible; and what 
is the process for doing so? 

What alternative strategies were or should be considered, including energy 
efficiency, demand response, and renewable energy resources? 

How do those alternative strategies compare in terms of level, stability, and 
sensitivity of prices to changes in assumptions? 

More detailed questions can also arise, such as: 

What quantity of supply should be sought in each procurement and for what 
contract duration( s)? 

What portions of supply should be acquired through utility-owned generation, 
short-term purchases (e.g. day ahead markets), short- or long-term fixed price 
contracts, contracts for output from renewable energy resources, and 
investments in energy efficiency and demand side management (DSM)? 

When and how often should auctions, RFPs, or other procurements be held? 

How should auctions or procurements be designed to attract bids from 
providers of energy efficiency and renewable resources in addition to 
traditional supply side resources? 

Will the proposed strategy limit the ability to respond to carbon emission 
policies in the future? 

Will the proposed strategy limit the ability to respond to newly available 
resources, projects, or technologies in the future? 

Will the proposed strategy result in long-term commitments that have a high 
probability of exposing the provider or its customers to material stranded costs 
in the future? 

The advantage to a portfolio management (PM) approach is that it provides regulators, 
utilities, and other parties with a systematic process and set of tools to answer such 

Synapse Energy Economics - Portfolio Management Tools Page 2 
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questions in a transparent manner. Not only can PM reveal input data and assumptions, it 
can also identify and quantify the trade-offs between objectives under alternative 
strategies. 

The primary purpose of this paper is to provide regulators with an overview of PM tools 
and practices that could be applied to the procurement of electricity resources to serve 
retail customers.2 As will be seen, these tools and practices are valuable both in the 
resource planning of vertically integrated (or partially integrated) utilities and in the 
development and oversight of policies for default service in retail competition 
jurisdictions. The report only briefly reviews the benefits of PM, as a number of other 
reports have described the benefits of portfolio management in detail.3 The paper then 
explains how PM can be implemented in states that are hl ly  regulated as well as in states 
with retail competition Finally, it presents a discussion of several key technical aspects 
of applying PM, including modeling tools, analytical techniques, and necessary expertise. 

1.2. What is Portfolio Management? 
The term “portfolio management” has a long history in the realms of finance and 
investment. Under that name and others, the same risk management concepts and 
techniques have long been applied to procurement of commodities, including electric 
utility procurement of hels  and purchased power and local distribution company (LDC) 
procurement of natural gas.4 In recent years, the term has begun to be used in the electric 
industry to describe actual or suggested approaches to default service resource planning 
and procurement in states that have restructured their electric i n d ~ s t r y . ~  However, 
application of portfolio management concepts need not be confined to retail choice states. 

First, interest in development of a set of modern planning and procurement tools for 
application in the electric industry has been evolving over the last several years. In its 
2003 resolution on PM, the National Association of Regulatory Utility Commissioners 
(NARUC) encouraged state regulatory commissions to 

... explore portfolio management techniques that may be applicable to their 
particular circumstances, under either traditional or restructured markets, and to 
adopt appropriate regulatory policies to facilitate effective implementation of 
portfolio management practices by regulated utilities. 

’ Many electric utilities and load serving entities are familiar with these tools and practices, as noted earlier. 
3 See, for example, Bruce Biewald, et al, Portfolio Management. How to Procure Electricity Resources to 

Provide Reliable, L,ow-Cost, arid Efficient Electricify Services to All Retail Ciistoniers Synapse Energy 
Economics, October, 2003. Prepared for the Regulatory Assistance Project and the Energy Foundation. 
Available at http://www. synapse-energy.co1n/Downloads/SynapseReport.2003-lO.RAP.Portfolio- 
Manageinent.03-24.pdf 

Biewald, et al., and Frank C. Graves, et al., Resorrrce Planning aiidProcirreinerit in Evolving Energy 
Markets, The Brattle Group, prepared for The Edison Electric Institute, January 3 I ,  2004. 

In retail choicejurisdictions, various names are applied to this concept. Some of those are Basic 
Generation Service, Standard Offer Service, Provider of Last Resort service or POL,R, and Basic Utility 
Service. Unless discussing the regime in a particular jurisdiction, we will use these t e r m  
interchangeably to mean the electric service provided to customers who do riot shop. 

5 
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In a 2004 report on resource planning and procurement in electricity markets sponsored 
by the Edison Electric Industry (EEI), the authors stated, “A synthesis is needed to meet 
customer needs for risk management and least-cost planning in the evolving industry 
structure that is a hybrid of competition and regulation.”6 

Second, there is increasing interest in meeting fbture electricity requirements throngh a 
diverse mix of cost-effective resources, including energy efficiency, non-traditional 
renewable resources, and new technologies such as distributed generation, in addition to 
traditional supply side resources. For example, the Energy Policy Act of 2005 (EPAct) 
requires consideration of a fuel source diversity ~ tandard .~  Also, fuel diversity has been a 
major topic at both the 200.5 and 2006 annual “Commissioners Only Summit” sponsored 
by National Regulatory Research Institute (NRRI). More recently, in July 2006, the 
President of NARUC and the Chair of EEI introduced a National Action Plan for Energy 
Efficiency that identifies energy efficiency as a high-priority energy resource. 

This interest in applying a modern set of analytical tools to the acquisition of a diverse 
range of traditional and non-traditional resources is reflected in the following definition 
of PM, drawn from a 2006 report on clean energy policies and best practices prepared by 
the United States Environmental Protection Agency (EPA): 

Portfolio management refers to energy resource planning that 
incorporates a variety of energy resources, including supply-side (e.g., 
traditional and renewable energy sources) and demand-side (e.g., energy 
efficiency) options. The term “portfolio management” has emerged in 
recent years to describe resource planning and procurement in states that 
have restructured their electric industry. However, the approach can also 
include the more traditional integrated resource planning (IRP) approaches 
applied to regulated, vertically integrated utilities. 

Thus, portfolio management as applied in the electric industry may be seen as an 
approach to or refinement of traditional utility resource planning, which draws upon 
integrated resource planning, resource procurement, and risk management.* As such, PM 
encompasses three distinct components: 

developing a resource plan, 

0 

0 

procuring the portfolio of resources identified in that plan, and 

managing that portfolio of resources on an ongoing basis. 

Graves, p. 3 .  

EPAct 2005 Title XI1 Electricity, Subtitle E, Amendments to PURPA 5 1251(a). 

Not all concepts, tools and practices from financial markets can be applied directly to electric markets; 
some may not apply while others may need to be customized. Conversely, many of the products and 
tools relevant to electricity portfolio management are unique to that industry. 

I 

8 
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1.3. How Might M be Applied to Particular Retail Electricity 
Markets? 

PM can be, and is being, applied in a variety of ways. In fact, the spectrum of approaches 
to implementing PM ranges from a narrow, passive approach at one end of the spectrum 
to a comprehensive, active approach at the other. 

e A narrow, passive approach might be one in which planning considers only a 
short time frame and few resources, there is a single annual process for 
purchasing 100% of requirements, and periodic reviews and updates are absent. 

A comprehensive, active approach might be one in which resources are selected 
from a broad range of resources based on multi-year, long-term scenario analysis, 
and procured under a variety of ownership and contracting arrangements. 'Under a 
comprehensive approach, decision-making would reflect the cost and risk 
minimization benefits of diversification - diversity of fuels, diversity of 
technologies, including energy efficiency and renewables, diversity of contract 
terms and conditions (such as start dates and durations) and diversity of financial 
instruments for risk management. It would also include active or ongoing 
management of portfolio resources in response to changes in customer 
requirements and market conditions from day to day, week to week and month to 
month. 

0 

In any given state, the policy framework and objectives that goverxi the retail electric 
market, particularly electricity supply service, will be a key factor in the choice of a PM 
approach from this spectrum. For example, if the explicit policy objective of a state is to 
strongly encourage the development of a competitive retail market for all customers, the 
regulator may choose to support a narrow, passive PM approach for default service so 
that service will be relatively unattractive or provide maximum scope for retailers to 
differentiate themselves. On the other hand, if the explicit policy objective is reasonable 
rates to all customers receiving regulated retail service, the regulator may choose a 
comprehensive, active PM approach for default service. Sirnilarly, a state's policy 
framework may assign responsibilities in certain ways, for example relying on an 
Independent System Operator (ISO) or Regional Transmission Operator (RTO) to ensure 
reliability. The application of PM must take such divisions of responsibility into account. 

Given the variation in policy objectives among the states, it is not surprising that the retail 
competition states exhibit a range of approaches to portfolio management. Some states 
have essentially no PM. In other states a narrow, passive approach is being applied to the 
procurement and management of resources for default service. Appendix A presents key 
characteristics of default service procurement in the states that we surveyed. That 
approach typically consists of the following components: 

0 a procurement strategy using fixed-price, slice-of-load contracts of one or more 
term lengths up to three years, possibly overlapping in a laddered s e q ~ e n c e , ~  

In some jurisdictions, slightly longer initial term lengths were used to synchronize procurement with I S 0  
or RTO planning and commitment cycles. 
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procurement via (usually) annual auctions or request for proposals (RFPs), and 

absence of ongoing resource management between annual auctions. 0 

There is little evidence of quantitative analysis of risks and benefits underlying the design 
of these procurement strategies. When contract laddering is the sole procurement tool 
used, it provides only limited portfolio management benefits, which are realizable only 
over only the length of that ladder, sometimes a very short time frame. Some states are 
beginning to address this limitation through new laws that explicitly try to obtain low 
costs over the long-tenn for their smaller default service customers. A variety of means 
have been adopted or are under discussion for this purpose. Maine, Delaware, and 
Maryland have each taken such steps. (See Appendix A of this report for details.) The 
general goal of the new policies is essentially to achieve reasonable and stable rates for 
default service. As a result, regulators in those states are beginning to explore ways to 
move to a more comprehensive, active approach. 

The h l ly  regulated states we surveyed had a comprehensive, active approach to portfolio 
management. Data from this survey is presented in Appendix B. In these states some 
form of long-term planning, which in some cases might be called "IRP," is required every 
few years. Procurement is not tied to an annual cycle of auctions, and ongoing 
management is expected. On the other hand, while planning in most of those jurisdictions 
included some analyses of uncertainty generally in the form of "sensitivity analyses," 
extensive quantitative analysis of the risks of various alternatives from a customer or 
public policy perspective was not the rule. 

1.4. Key Conclusions 
Our key conclusions are as follows: 

0 The providers of the generation component of retail electricity service face a host 
of major uncertainties, including fiiture restrictions on emissions of carbon 
dioxide and httire natural gas prices. 

Portfolio management, as applied to the provision of retail electric service, 
encompasses development of a resource plan, procurement of the portfolio of 
resources identified in that plan, and management of that portfolio of resources on 
an ongoing basis. 

Portfolio management provides regulators, utilities, and other parties with a 
systematic process and analytical tools for identifLing a plan that will result in 
reliable service at reasonable rates. It offers transparency and tools for dealing 
with uncertainty and risk. 

Portfolio management can be applied to the generation component of retail 
service, regardless of the presence or absence of retail competition. Portfolio 
management approaches can be selected from a continuum ranging from 
comprehensive and active or narrow and passive. 

A narrow, passive approach to portfolio management may expose retail customers 
to rates that are higher or more volatile, than a comprehensive, active approach. A 

0 

0 

0 
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strategy composed of a diverse mix of cost-effective resources, including energy 
efficiency and non-traditional renewable resources, may provide the best balance 
of expected cost and stable rates over the long-term. 

The policy framework and objectives that govern the retail electric market in a 
state influence the choice of an approach to PM in that state. Sub.ject to policy 
constraints, regulators generally have authority to determine how portfolio 
management will be applied and by what entity. 

There is a range of computer models available for PM. They include planning 
models capable of addressing either (1) traditional cost-based engineering 
optimization analysis of the expected costs of long-range portfolios of traditional 
supply-side resources," (2) scenario-based comparisons of long-range portfolios 
of traditional resources for "robustness," or (3) short- to near-term quantitative 
risk analysis of a wide range of physical resources and financial instruments. 
Most quantitative risk analysis models are financial tools that analyze risk from 
the perspective of the supplier rather than retail customers. 

Most of these planning models require special effort in order to include energy 
efficiency and renewable energy in their evaluation of resources. In addition, 
these tools would benefit from improving their methodologies for analyzing long- 
term risks and comparing long-term decisions under uncertainty. For example, 
some existing optimization models require the representation of system operation 
to be simplified and limit the number of resources that can be considered in a 
model run. Such modeling constraints can prevent the long-term costs and 
benefits to consumers of a diverse mix of resources from being evaluated fully. 
Regulators may wish to promote research arid development on improvements in 
these areas. 

0 

0 

0 

Multiple modeling tools may be needed to address all three components of PM. 
However, integrating their results may be challenging. 

It appears that insufficient attention is being paid to development of tools for 
realistic analysis of long-term risks and long-term comparison of resource options 
that take uncertainty into account. Regulators may wish to promote research and 
development of open source algorithms or software in these areas. 

Staffing and resource limitations, as well as general lack of familiarity and 
acceptance, may be challenges to implementing or overseeing portfolio 
management at regulatory commissions. Regulators can do much to reduce such 
barriers over time. 

0 Portfolio rnanagement analysis and implementation will only be as good as the 
people who carry out and oversee those tasks. Managers and regulators need to 
consider the skills and abilities for doing so. 

l o  Models driven by optimization techniques may also lack fidelity in imperfect markets and situations 
where decision malting and investment practices are suboptimal, as is often the case. 
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It is not clear that the data necessary for portfolio management in the electric 
utility industry exist in all cases. Where it does exist, the data may be private and 
confidential. Certainly, some historical data series are publicly available, such as 
fossil fuel market prices and, more recently, electricity and weather hedge prices. 
Other data, such as load profiles and volatility, plant outage rates, and heat rates 
may be less available than in the past due to competitive pressures. Regulators 
and utilities can begin with data that is available, publicly or under confidentiality 
arrangements. They also may wish to identify new information that should be 
developed to maximize the feasibility and usefulness of risk analysis. 

The application of certain elements of portfolio management in the electric 
industry is still relatively new. Some fully regulated states and some retail choice 
states have begun to take action, but there is much room for improvement and 
certainly room for more states to implement PM. Regulators can play an 
important role in encouraging further improvements in, and adoption of, these 
concepts. Regulators may wish to promote the development of portfolio 
management tools that can address energy efficiency and renewable energy 
resources to the same degree as traditional supply-side resources at every stage of 
the process. 

Screening out or winnowing down major diversification options very early in a 
planning study or risk assessment can seriously compromise the results. The real 
value of those options may not become apparent until much later in those studies 
or assessments, when analyses of risk and uncertainty are prepared. 

Regulators will likely need to exercise considerably more oversight of risk 
mitigation, in the future. Unfortunately, clear methods for conceptualizing risk in 
utility portfolio management are not well developed. Regulators may wish to 
consider exploratory proceedings to develop and communicate risk management 
and portfolio management goals and criteria. 

0 

e 

0 
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Portfolio management is a process and a set of tools that can be applied in order to 
achieve objectives specified by the user. It needs to be informed with the goals and values 
regulators want pursued. 

This section presents a brief overview of the public policy objectives that regulators may 
seek to achieve through the application of portfolio management, as well as the manner in 
which portfolio management can be applied under various market structures. 

2.1. Portfolio Management Can Be Used to Achieve Public 
Policy Objectives in a Transparent Manner 

The broad public policy ob.jective that regulators traditionally sought to achieve with 
respect to retail electricity markets was reliable service at reasonable rates. This policy 
objective was typically set out explicitly, either in legislation or regulations. Some states 
changed these broad objectives when they implemented retail competition. More 
recently, some states with retail competition have passed new legislation effectively 
requiring default service to be provided at reasonable rates. For the purposes of this 
report we will focus on the objectives of reliable service at reasonable rates. 

Reliable service at reasonable rates is not a new objective. Regulators have a long history 
of reviewing utility plans and operations to determine if they satisfy that objective. Out of 
that history many states have developed explicit, quantitative benchmarks for certain 
aspects of reliable service against which regulators can assess utility plans and 
operations. One such benchmark is a loss of load probability (LOLP) of one day in ten 
years for generating capacity adequacy. 

In contrast, there are no generally accepted quantitative benchmarks for “reasonable 
rates.” Instead, the criteria for reasonable rates vary. This variation is driven by many 
factors such as differences in the availability of resources and differences in regulatory 
policy tradeoffs. Regulators consider a number of facts and objectives when making 
energy policy decisions and in determining whether rates are reasonable. Those facts and 
objectives vary from state to state, as do the weights that regulators apply to them. 

Facts and objectives that regulators in most states consider when assessing whether retail 
electric service rates are, or will be, reasonable include: 

e 

0 

e 

The resource options commercially available, 

The costs of those resource options, 

Whether the proposed mix of resource options minimizes costs to ratepayers ( i“e~,  
minimum rates and bills), and 

Whether the proposed mix of resource options will result in stable costs to 
ratepayers (i.e., stable rates and bills). 
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Regulators may also consider fuel diversity targets, renewable energy targets, carbon 
dioxide targets, other environmental goals, service to low-income customers, impacts on 
the local economy, and flexibility to respond to major changes in market conditions and 
public policies over time. 

The desire to achieve multiple objectives often complicates the determination of whether 
rates are reasonable, because the objectives are often conflicting. For example, one 
strategy might be to minimize costs for the year by purchasing all generation supplies 
from a spot (e.g., day ahead) wholesale market. This strategy might be premised upon a 
belief that a strategy that included any multi-month contracts at fixed prices would incur 
extra risk premium costs on average in the long run. On the other hand, this hypothetical 
purchasing strategy could result in very volatile costs that would necessitate some sort of 
routine rate true-up mechanism, and, as a result, lead to highly volatile rates for 
customers. A second, alternative strategy might be to stabilize rates by acquiring all 
supplies via long-term fixed price bilateral contracts, say through a single procurement 
for 100% of requirements. This alternative hypothetical strategy stabilizes rates and 
simplifies administration, but could result in higher expected costs than the first strategy 
on average over time if, for example, sellers of fixed price contracts wish to and can 
obtain a risk premium in return for that price certainty. Neither hypothetical strategy 
would satisfy both ob,jectives of minimum costs and stable costs. In contrast, a third 
hypothetical strategy consisting of a mix of spot purchases and fixed price contracts 
might partially satisfy both objectives in a balanced manner, trading off somewhat higher 
costs in exchange for somewhat more stable costs, and vice versa (again, assuming that 
fixed price term contracts require payment of a risk premium). 

One major way in which states differ is the timeframe or planning horizon over which 
they assess the reasonableness of the rate impacts of resource decisions. In some states 
regulators assess reasonableness over a short-term time frame, one to three years for 
example. In others regulators consider the implications of the strategy arid resource mix 
underlying the rates over the long-term of five to twenty years, as well as assess the 
resulting rates expected over the short-term. 

Portfolio management provides regulators, utilities, and other parties to these 
determinations with a process, and set of tools, to select a strategy that will result in 
reliable service at reasonable rates and to do so in a transparent manner. Not only can it 
reveal input data and assumptions, it can also identify and quantify the trade-offs between 
ob.jectives under alternative strategies. That transparency can, in turn, assist regulators in 
determining the weight to apply to each objective. 

2.2. Portfolio Management Can Be Applied under Any Market 
Structure and Regulatory Framework 

The market structures and regulatory frameworks governing electricity supply service to 
retail customers vary from state to state. For the purposes of this report, those structures 
can be grouped under one of two broad frameworks - fully regulated or retail 
competition. For simplicity, this discussion will consider the retail competition 
framework to be a fully developed one where the provider of default service (usually the 
distribution company) is not allowed to retain a generation or merchant power function. 
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Market Structure/ 
Attributes 

Retail competition 

Responsibility for providing 
generation service 

Responsibility for monitoring 
and oversight to ensure that 
generation service is reliable 

and reasonably priced 

One can characterize and distinguish between those two frameworks according to the 
entity responsible for providing generation service and the entity responsible for ensuring 
that those rates are reasonable. The distinctions between the two market structures 
according to those attributes are summarized in Table 2.1, below. 

Fully Regulated Retail Competition with no 
Merchant Function 

Not Allowed Allowed 
Competitive market for 

customers who shop 
Default sew ice"^ for ciistoniers 

Utility 

who do not shop 

Regulator Regulator 

Portfolio management tools and practices can be applied to the resource decisions that 
need to be made under either of these frameworks. 

2.2.1. Application of Portfolio Management in Fully Regulated 
Markets 

In states with a fully regulated framework, utilities employ some form of portfolio 
management to select and procure the appropriate resources, implicitly or explicitly. 
Examples from the states that we surveyed are presented in Appendix B. In these states, 
portfolio management is usually intertwined with resource planning procedures, such as 
least cost planning or integrated resource planning, where they exist. Portfolio 
management may also be a part of the fuel procurement practices for generation-owning 
utilities. 

The specific procedures through which portfolio management is applied vary from state 
to state. However, the general approach through which the three basic steps in portfolio 
management are applied are summarized below. 

1) Preparation and periodic updates of resource plans 

Utilities are required to file a resource plan at least every two to three years. The 
plans cover a long-term horizon, typically at least ten years. They begin with a 
projection of customer electricity requirements over that period and then evaluate 
all options available to meet those projected requirements, including supply-side 
resources, transmission and distribution investments, demand-side resources and 
purchased power. In some cases, resource planning may encompass fuel 
contracting for utility-owned generators, as well as plans or policies governing 

Also known as Standard Offer Service (SOS), basic generation service (BGS), and Provider of Last 
Resort service (POLR) 

I I  

__- 
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off-system sales of power or disposal of power supply assets. That evaluation 
considers the reliability, economics and risk attributes of those resource options 
and may also address their financial, environmental and social attributes. Based 
upon that analysis the plan identifies a specific mix of resources and/or strategy 
that the utility believes will result in reliable service at reasonable rates. 

Regulators review these filings. In some states, they issue an acknowledgement 
that the plan satisfies the filing requirements. In other states, the regulator may 
approve the filing, an act that may or nzay not effectively pre-approve any major 
new initiatives proposed in the plan, such as construction of new capacity or 
execution of a new long-term purchased power agreement, depending on that 
state’s laws and practice. 

2) Procurement 

Utilities execute planned procurements by acquiring assets in the fotm of capacity 
and fuel, and then using those assets to meet the requirements of their customers. 
They do this through periodic investments in generation capacity of their own, 
routine purchases of fuel, or execution of fuel contracts or hedges for that 
generation and periodic execution of power purchase agreements. In some cases, 
wholesale sales of power or hedges, or disposal of power supply assets may be 
part of this execution phase. 

Regulators review the reasonableness of the costs and revenues resulting from 
these utility decisions. Typically those reviews occur when the utility applies for a 
change in its base rates. In addition, in states which allow utilities to adjust their 
base rates for changes in fuel and purchased power costs, those reviews may also 
occur annually in “fuel adjustment proceedings.” 

3) Ongoing management 

By ongoing management, we mean the as-needed adjustment of plans and 
resulting procurement actions reacting to changes in the load requirements and 
market conditions. As load requirements and market conditions change, the 
utilities modify their use of owned generation and purchased power assets 
accordingly. They may increase or decrease off-system sales from capacity that is 
temporarily not required to serve native load, acquire new supplies, ramp up or 
down demand-side management programs, or take a variety of other actions. 

Regulators review the reasonableness of the costs resulting from these utility 
decisions in the same forums as the procurement decisions. 

2.2.2. Applying PM in Retail Competition Markets 

Portfolio management is applicable to the procurement of resources for default 
generation service in states with retail competition. However, as noted earlier, any 
decision regarding the scope and nature of portfolio management to be applied to this 
service is primarily a policy issue. This decision will necessarily flow from the policy 
framework and objectives that govern the retail electric market in the state. 
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This policy issue has been the sub,ject of debate since the onset of retail competition. 
When retail competition was first introduced default service was expected to be either a 
temporary service during the transition to full competition or a true “default” service that 
relatively few customers would take, and then only while they were between competitive 
suppliers. Based upon that expectation, some regulators felt that a basic strategy and an 
annual procurement would be appropriate for the acquisition of supplies for default 
service. 

Contrary to those initial expectations, most of these states have seen almost all residential 
custorners as well as many small commercial, institutional, and industrial customers 
remain on default service. Given the number of customers who continue to rely on this 
service, and the recent sharp increases in the rates for that service resulting from the 
current acquisition approaches, regulators are now faced with the question of whether to 
require the use of a more complete and sophisticated portfolio management approach for 
the acquisition of power needed for default service. 

If a regulator in a retail competition state is interested in such an approach, an importarit 
first step will likely be a review of the existing legislation, regulations, and orders 
governing that service. For example, changes may be required in order to assign 
responsibility for: 

more comprehensive resource planning, in terms of both time frame and a 
wider range of resources (e.g., energy efficiency, renewable resources); 

more latitude in procurement, including more flexibility in the timing of 
procurements, the quantities procured and contract duration; 

changes in procurement to encourage bids from providers of energy efficiency 
and renewable resources; and 

* 

* periodic analyses and updates of the acquisition strategy. 

These responsibilities can be assigned to the incumbent distribution utilities or to a third 
party, but what is essential is that the responsibility be assigned to someone. 

2.3. Portfolio Management Provides a Process and Set of Tools 
for Examining Complex Resource Planning and 
Procurement Issues 

Resource planning and procurement have become increasingly complex over the past 20 
years. Regulators need methods and tools that can be used to determine whether a 
particular resource plan will result in reliable service at reasonable rates. 

To illustrate this challenge, consider each of the major steps involved in developing a 
resource plan and procuring the necessary resources. 

The first step is to choose a planning horizon. Use of a reasonably long-term horizon, 
e.g., 20 years or more, allows a range of resources and costs to be considered, including 
new renewable resources that have yet to be built and anticipated carbon dioxide 
emission regulations. The next step is to forecast the quantity of capacity and generation 
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required. These requirements can be forecast, but are obviously subject to uncertainty. In 
addition, the quantities that will be required from hour to hour and day to day are very 
difficult to forecast because they are so sensitive to weather and economic conditions. In 
retail competition markets there is additional uncertainty as to what quantity of load will 
switch to, or from, competitive suppliers. 

The third step is to identify the viable resources and associated contracting and hedging 
options. These may include: 

0 

0 Distributed generation 

0 

Demand side management and energy efficiency 

Supply side resources (subject to resource availability) 
o Hydro 
o Wind 
o Solar 
o Gas-fired 
Q Coal-fired 
o Nuclear 

Physical contracts 
0 spot 
o Term contract 

Financial instruments 

The key attributes of each resource need to be projected for the planning horizon, 
including the quantities available at various points in time and their corresponding costs 
and volatility. 

The fourth step is to then identify the alternative portfolios or strategies, consisting of 
different mixes of these resource options that could be used to provide reliable service at 
reasonable rates. This may entail evaluating hundreds of possible candidate plans or 
portfolios in light of the many potential permutations and combinations of these 
resources. 

This evaluation and selection problem can, in many instances, be solved mathematically 
using computers by formulating it as an “optimization” problem. Under this approach the 
computer software is told to find the optimal mix of resources that will minimize risk 
while minimizing expected cost.12 As one would expect, there are data and computational 
limits to solving this problem. For example, the assumptions for volatility and uncertainty 
in key inputs are notoriously difficult to characterize. Computationally, the vast number 
of possible resource combinations and timing of those mixes requires simplifying 
assumptions (such as trimming the available resource options down to a small handful of 
“typical generating unit types”) to enable the models to run in a reasonable amount of 
time. Portfolio management provides regulators, utilities, and other parties with a process 
and set of tools to analyze these complex resource planning and procurement issues. As 

This would generally be a nonlinear optimization model, likely a dynamic, multi-period one. 
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noted earlier, this approach can help all parties identify the assumptions to which the 
results are most sensitive and can also identify and quantify the trade-offs between 
objectives under alternative strategies. That transparency can, in turn, assist in 
determining the weight to apply to each objective. 

Choosing Among Portfolios with Different Costs and Risks 

Once candidate portfolios have been identified, their expected costs and variability can be 
estimated. The figure below can begin to give a sense of how candidate portfolios compare. 

Example of Resource Plan 

High 

Low 

Low 

Trade-off Curve 

X 

D - 
Expected Cost 

Each portfolio is represented by a symbol on the graph. The vertical axis indicates the portfolio’s 
rislduncertainty and the horizontal axis its expected cost. For a given expected cost, there will be 
one portfolio with the lowest level of risk, and vice versa. In our illustrative figure, A, B, C, and 
D mark four portfolios, each of which is the one that is least risky for a particular expected cost. 
As you move down along the curve connecting those four cases from right to left, there is a trade 
off in higher expected cost in exchange for less risk, i.e., more stable costs. One would always 
prefer a portfolio located somewhere along that line, because those portfolios represent the 
optimal levels of expected cost and risk. 

The line connecting these “optimal” portfolios is the tradeoff curve, sometimes called the 
“efficient frontier.” Considering only these two factors (expected cost and some particular 
measure of uncertainty), there is no economic reason to choose a portfolio above that frontier. 
However, each portfolio will have many non-economic pros and cons and there are various risk 
measures to consider, SO the choice is never that simple. And, even along the frontier, the choice 
of a specific portfolio on that line will depend on what the decision-maker considers to be an 
acceptable tradeoff between the two objectives. 
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n fro nt i n g 
This section will consider certain key issues regarding organization and implementation 
of portfolio management for regulators. The first subsection discusses why and how 
portfolio management applies in both fully regulated and retail choice jurisdictions. The 
next subsection addresses questions of organization and readiness for portfolio 
management approach to risk management. The third subsection highlights the challenge 
of making and communicating choices about risk management. The last subsection 
discusses in detail ways to measure and compare the risk of resource options and 
portfolios. 

3.1. Two Contexts for Portfolio Management 
As explained in Section 1 of this report, regulators from states with retail competition as 
well as from states with fiilly regulated utilities may need to address portfolio 
management. 

Portfolio management has emerged in states that have restructured their electric utilities 
as an approach for acquiring resources to provide default service. In these states 
regulators and utilities responsible for implementing and overseeing default service 
procurement are faced with markets that do not always deliver stable, reasonably priced 
power in response to simple competitive procurements. Several states are moving 
towards a long-term view for delivering default service in the public interest. 

In states with fully regulated generation service, vertically integrated utilities weigh 
various utility-owned resource options including new generation, transmission expansion, 
and DSM programs as well as power purchase contracts. Fully regulated utilities and 
their regulators now need to enhance resource planning, such as IRP, with more and 
better analysis and increased consideration of uncertainty and risk. Given the complexity 
of current markets and market products, traditional scenario analysis will no longer 
suffice to guide decision-making. 

A sampling of some of the major new uncertainties facing regulators and utilities in all of 
these states help illustrate the complexity of their planning and procurement problems: l 3  

o Will RTOs continue to develop? 

Q How will politics, pressure from the insurance industry, and fuel prices affect 
climate change regulation? How will “early credit” programs be treated? 

o Will transmission companies proliferate and will they be able to generate 
enough return to gain access to capital for expansion? 

o Will consumer interest in “clean power” increase or wane? 

o Will the United States continue to be bifurcated into regional markets and 
territorial markets? 

l 3  Adapted from littr,:l/www.scottmadden.conl/~dfs/ScottMaddenEIUFall04 Full.pdf 
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o Will wholesale market power issues cause divestitures, just mitigation 
activity, or continue to erode competitive pressures? 

o Will capacity expansion be driven regionally and, if so, by what mechanisms? 

o Will renewables development satisfy state targets? 

o Will fuel prices and environmental constraints strand some assets and speed 
development of new technologies? 

Uncertainty and risk are addressed in the context of Il2P as well as in financial risk 
management. Each of those perspectives emphasize detailed, quantitative analysis. IRP 
practice tends to emphasize refinement of long term expected or most likely cost and 
performance data for options. This is often supplemented with an engineering type 
bounding analysis, although in practice such bounding analyses often amount to simply 
running "plus or minus X%" scenarios or scenarios based on the range of estimates from 
different experts or studies. In contrast, quantitative analysis of the relative likelihood of 
various deviations or of how different risks interact to amplify or offset each other are 
relatively rare. Financial assessments of investment portfolios, on the other hand, 
currently emphasize detailed modeling the effects of variability and interactions of so- 
called "stable processes" by considering random variations in performance based on 
historical data for established products, but rarely consider longer term resource choices. 

Given the strengths and weaknesses of the analytical tools and practices of each 
approach, and the planning and procurement problems in today's markets, we expect to 
see a gradual convergence of the portfolio management practices for IRP-like 
jurisdictions and default service procurement jurisdictions. In Section 4 of this report, we 
show that the current divide between the two approaches is mirrored in the software 
options available, too. Regulators may wish to push for a synthesis of these approaches, 
encouraging both rigorous detailed analysis and an understanding of the long range 
situation. New research and development may be necessary to accomplish this. 

A portfolio management approach can also deliver side benefits to all consumers, even 
those who choose to shop from competitive suppliers. For example, inclusion of long 
term or even life-of-unit purchases from new renewable generators (or new generators 
not heled by natural gas) can not only stabilize the cost of power for default service, but 
also lower clearing prices for all consumers by promoting new generation construction 
and reducing price pressure on natural gas at times of peak demand. A portfolio 
management approach to meeting the power needs of default service is compatible with 
the development of a vibrant competitive generation industry. In fact, by providing stable 
long term markets, a portfolio management approach for default service can enhance the 
health of the currently distressed generation industry by alleviating its dependence on an 
unfriendly project financing market. 

3.2. Integrating IRP and PM Concepts 
Portfolio management and integrated resource planning are not irreconcilable concepts. 
Rather, they are labels that emphasize different aspects of resource planning, all of which 
should be included in an ideal resource planning process. 
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Integrated resource planning involves the development of a portfolio of existing and new 
resources of all types that help achieve the lowest cost for consumers over the life of the 
plan. Each time an LRP is updated, an essentially new IRP is created, treating resources 
acquired since the previous update as committed and seeking the best selection of 
additions to form its new plan. Risks are usually assessed qualitatively or via scenario 
analysis, trying to find the resource plan that best combines a low cost with a reasonable 
degree of robustness against uncertainties. While IRPs can include fixed term purchased 
power contracts or consider disposing of committed resources, the emphasis is usually on 
permanent acquisition of resources. 

On the other hand, portfolio management emphasizes assembling and managing a 
collection of resources, often entirely fixed-term purchase contracts. Diversification of 
expiration dates, vendors and, sometimes, term lengths is a typical tool in PM. Carefully 
designed competitive procurements are often the centerpiece of a PM approach, 
especially when over the counter markets are not fully developed. 

PM has been applied in a narrow, passive manner in some states with retail choice and 
default service programs. For example, New Jersey, Maryland and Delaware limited 
procurement for default service generation to laddered two or three year, slice of load 
contracts obtained via a once-a-year auction or RFP. While such selections are implicit 
resource plans, they arbitrarily exclude a wide array of viable resources and limit the 
degree of risk mitigation provided to retail consumers. Conversely, preparing an IRP in 
which the focus is on identification of the least cost mix of permanent generation 
acquisitions and there is no assessment of risk would also represent a very limited 
approach to portfolio management-one with few choice points, limited diversification, 
and few market force effects. 

Clearly, IRP can be improved by harnessing competition, by comparing resource plans 
using quantitative measures of risk in addition to expected cost, and by subjecting 
portfolios to active management. Conversely, procurement for default service (or other 
needs) can be improved by embracing a broad range of resource alternatives, striving for 
least cost service over time, and focusing on the risks borne by consumers rather than 
only those borne by the utility. 

Applying aspects of portfolio management to the development and implementation of 
IRPs should be viewed as a challenging but natural enhancement of IRP for vertically 
integrated utilities. Several states have begun to consider such a move, especially with 
regard to risk management. 

The descriptions of IRP and PM given above are generalizations based on typical practice 
among the states and may not be implemented identically in every jurisdiction. In fact, 
various practices can be called IRP or PM and may include some beneficial features of 
IRP or PM, but not fiilly realize either concept, much less an integration of the two. In 
principle, they are two ways of looking at the same problem. Ideally, resources would be 
planned, procured, and managed in ways that are both “integrated” and reflect “portfolio 
management.” 
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3.3. Organizational lssues 
Organizational readiness and commitment are seen as critical to successhl 
implementation of risk analysis and risk control through portfolio management. 

While no one person at a major utility can (or should) make all decisions regarding 
portfolio management, it is the chief executive officer (CEO) who ultimately bears this 
responsibility. The CEO can best achieve portfolio management success by dividing up 
portfolio management responsibilities amongst the following types of employees: chief 
financial officer, chief risk officer, internal auditor, accountants (internal and/or external), 
chief technology officer, and others. In addition, the board of directors plays a key role in 
helping to define the overall risk tolerance of the organization. 

It is interesting to note that, under Sarbanes-Oxley compliance requirements, the CEO is 
now legally responsible for ensuring that company-related risks are reported to 
shareholders. Not only is the CEO responsible legally, but from a practical standpoint the 
CEO plays a critical role in terms of setting the tone for policy implementation 
throughout the organization. TJnless he/she makes portfolio management a key priority 
for the organization, it will likely be unsuccessfiil. 

Direction and motivation are critical to success in risk management and planning for risk 
management. The tone for any new direction is usually set by the leadership at the top of 
the organization. Thus the application of these new tools in the electric industry will 
benefit if regulators set out clear expectations and if utility management commit to 
portfolio and risk management.14 

With regard to PM implementation, organizations have options. A utility could choose: 

a narrow approach focused on specific resource planning activities mandated by 
law or regulation, 
a broad approach focused on risk analysis and management in all aspects of the 
firm, or 
an "optimally scoped" approach that seeks to strengthen portfolio and risk 
management in targeted activities, improve processes for that purpose, and 
establish ongoing monitoring and improvement. 

0 

0 

Recently, under the impetus of Sarbanes-Oxley mandates, many firms have considered 
how best to organize risk assessment and risk control. A number of" questions about a 
firm's readiness for risk assessment and control should be addressed. Some of these are: 

0 

0 

0 

How well has the organization implemented other change efforts? 
Is the executive management supporting the effort, visibly and effectively enough 
to get buy-in from the entire organization? 
How well does executive management understand the effort required to 
implement PM and management's role in that implementation? 

The following material draws on Anne Marchetti, Beyoid Sarbaaes-Oxley Coinplinrice. EfSective 14 

Enterprise Risk Managenient, John Wiley & Sons, 2005. 
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e Is the organization committed to providing resources (people, time, money) to 
both the design and implementation of the effort? 

Regulators seeking to implement portfolio management and risk assessment at 
Commissions and utilities should ensure: 

clearly articulated reasons for implementation; 
a clear connection to the strategy of the organization; 
h l l  implementation; 
integration with existing processes and initiatives; 
active, visible leadership; 
commitment of adequate time and resources; 
timely and thorough communication among regulators, advocates, utilities and 
other stakeholders, as well as throughout the affected portions of the utilities, 
including feedback and reinforcement; 
routine progress and performance measurement and review of corrective actions; 
and 
skilled, trained employees at commissions and utilities. 

3.4. Making and Communicating Choices about Risk 
Management 

Perhaps the first concept that conies up in a discussion of portfolio management is 
"diversification." We have devoted considerable discussion to that topic here and 
e1~ewhere.l~ A second major concept that comes up in such a discussion is "risk 
tolerance." Risk tolerance refers to one's willingness to accept the risk of an undesirable 
outcome when making an investment choice. 

It is natural, even traditional, for portfolio planning to determine, and take into 
consideration, the risk tolerance of an investment portfolio "owner" at an early stage in 
the process. A much more difficult problem arises in the context of applying PM to an 
electric utility, where the utility may be the "owner" but the costs will be paid by a large 
group of customers. It is difficult to express or ascertain the risk tolerance of individual 
customers in a meaninghl way, much less whole classes of customers. While this report 
does not present a recipe for regulators to use in establishing the level of risk appropriate 
for the resource portfolio of a k l ly  regulated utility or for a default service provider, this 
section attempts to clarify the issues that should be considered. 

Decisions about risk should not be made in a vacuum or on a hunch. Even the sort of on- 
line questionnaire designed to guide personal investing decisions takes into consideration 
objective aspects of the investor's current situation and plans for the fiiture. Risk 
tolerance discussions for individuals are driven by such life situation factors as age, 

Biewald, et al. Portfolio Manageineiit ~ How to Prociire Eleciricity Resources to Provide Reliable, Low 
Cost, and eficient Electricity Services to All Retail Cirstomers Synapse Energy Economics, 2003. 
Available at http://www. synapse-energy.co1nIDownloads/SynapseReport~2003 - 1O.RAP.Portfolio- 
Management.03-24.pdf 

15 
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dependents, taxable income and prqjections thereof, existing assets and liabilities, 
commitments, fixed expenses, health status, retirement and other plans, and so on. 

Regulators have been making risk tolerance judgments 011 behalf of ratepayers as long as 
they have been setting rates. Every decision to approve construction or a long term 
contract accepts certain risks and avoids others. Traditionally, such decisions have been 
made after careful qualitative and, sometimes, partially quantified consideration of the 
risks and uncertainties of a prqject under consideration and (slightly less often) the risks 
and uncertainties of the alternatives. However, trying to discipline or even quanti@ those 
tolerances is unbroken ground for many utilities. In fact, such discussions are typically 
based on evidence that amounts to the opinions of persons with a stake in the matter. An 
EET report expresses the opinion that "The 'right' amount of risk-bearing for customers 
(in rates) is not self-evident."'6 Moreover, we should not expect this .job to be easy. In 
fact, that study calls on regulators to either specify the risk tolerance to be used or 
provide guidance to utilities on how it should be measured. 

A finance expert might approach this question by asking regulators to name their risk 
tolerance (presumably something numerical, like "the probability that rates will increase 
by more than X% in any one year or more than Y% over five years should be less than 
2%") and suggest that it would then be straightforward to determine how to deliver that 
level of certainty and offer to tell regulators what buying that degree of certainty will cost 
as of a given market day. Perhaps that could be done in theory, but there is no simple 
answer to the question of risk tolerance of customers. In part, this is because customers 
are not a homogeneous group and in part because the answer will depend on the methods 
used for reducing risk and their side effects. 

Some would argue that rate stability is not free and all hedging comes with a cost. Others 
argue that long term hedges simply are not available. However, failing to hedge huge 
market exposure has external costs, while the absence of long-term, market-based 
forwards (only one of many ways to hedge risk) may be something of a self-fulfilling 
prophecy. Shipping companies could buy cargo and hull insurance for hundreds of years 
before anyone bothered to sell life insurance, but practically as soon as it was offered, life 
insurance was a huge success. Thus, markets for long term power contracts or other 
hedges may well develop if there is an adequate demand for them by buyers and sellers. 

How and when the risldcost tradeoff analysis is performed during resource planning 
and/or procurement processes can be ,just as critical to sound portfolio management as the 
metrics used and the preferences applied, especially when assessing longer term 
resources and risks. For example, as a recent national laboratory study observed, 

[utility] resource plans vary considerably in how they define expected risk, and 
how they balance the expected cost and risk of different candidate portfolios. In 
selecting a 'preferred' portfolio, a utility would ideally review consumer 
preferences for cost-risk tradeoffs, and select the candidate portfolio that fits most 
closely with the risk preferences of the majority of its customers. This approach, 
however, is rarely used. Instead, in all of the cases we reviewed, the cost-risk 

l 6  Graves, 2004, p. 2 1 
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tradeoff (if made) is based on the subjective judgment of each utility, informed by 
any counsel provided by the utility's regulators or external stakeholders .... In 
other words, the cost/risk tradeoff has often been made - in part based on 
consideration of fuel price risk -before carbon risk is considered, in which case 
carbon risk is sometimes relegated to helping to distinguish between a few finalist 
portfolios .... As a result, some of the "renewables" portfolios in our IRP sample 
exhibit as much or more exposure to natural gas price risk than other portfolios .... 
By the time carbon risk is assessed, some renewables portfolios - i.e., those best 
able to mitigate carbon risk - may have already been weeded out of the process, 
potentially leaving the model to choose from among a number of sub-optimal 
portfolios. 17 

That study recommends "a more holistic assessment of risk, and approach to the cost/risk 
tradeoff' rather than a "sequential, winnowing approach." It goes on to point out that 

I .  "scenario analysis, and the risks analyzed with that technique, may end up as a 
mere sideshow to stochastic analysis. Related, a large and varied set of candidate 
portfolios should be evaluated for their ability to mitigate risks; otherwise, 
analysis results may be unduly affected by the pre-selection of possible candidate 
portfolios. 

In summary, regulators will likely need to oversee or manage risk mitigation, but clear 
methods for conceptualizing risk in utility portfolio management are not well developed. 
Regulators may find it useful to consider exploratory proceedings or alternative input 
methods, such as deliberative polling, but in the end, regulators will need to develop and 
communicate risk management and portfolio management goals and criteria to generation 
service providers, either proactively or in response to utilities' implicit or explicit risk 
management choices. Further research on this point may be of value and could begin with 
a systematic effort to review the techniques used by institutional investors and 
manufacturers dependent on long lead time commodities, followed by analysis of how 
their methods may or may not be useful in utility planning and its oversight. 

3.5. Techniques for Analyzing Risk Exposure and 
Uncertainty 

3.5.1. Measuring Risk and Expected Benefit 

Risk and uncertainty are inherent in all enterprises. But risk needs to be balanced against 
expected benefit. The balancing of risk and expected benefit in utility regulation differs 
from the balancing that occurs in business or investing. However many of the tools and 
metrics for measuring risk and expected benefit in business and investing can be, and 
have been, applied to the electric industry. 

Ryan Wiser and Mark Bolinger, "Balancing Cost and Risk: The Treatment of Renewable Energy in 
Western Utility Resource Plans," The Electricity Journal, Feb. 2006; Ryan Wiser and Mark Bolinger, 
Balaticing Cost and Risk: The Treatment of Renewable Et?era in Western Utility Resoirrce Plans, 
Lawrence Berkeley National Laboratory, 2005. Available at http://eetd.lbl.gov/ea/ems/reports/S84SO- 
journal.pdf 

17 
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Business managers and investors decide how much of a return they require on a 
prospective investment in exchange for taking on a given level of associated risk. They 
then niake goho-go decisions on individual projects by measuring, implicitly or explicitly, 
the risk of a given project and its expected return to see if those criteria meet their 
investment threshold. Bond ratings are a tool conimonly used for this purpose by investors. 
For example, an investor may choose not to invest in highly-rated corporate bonds unless 
the bonds bear an interest rate of, say, 3% above the interest rate for U.S. government 
bonds, because even highly rated firms may fail.'' The same investor might be willing to 
invest in the same corporation's common stock only if the expected return is 10% above 
the interest rate for U.S. government bonds, because common stock is the first type of 
security to suffer (i.e., to miss dividend payments or lose market value) when a firm is in 
financial trouble. 

Rather than comparing expected return to perceived risk, utility regulators typically want 
to minimize rates or cost of service or both, while taking into account the degree of risk 
that ratepayers will face, as well as the risks to investors. Thus there is a need to balance 
the expected cost of a resource, or a portfolio of resources, with the risk that the actual 
cost of the resource may be more or less than expected at various times over the planning 
horizon, thereby introducing volatility into the cost of service during that period. It is also 
important to consider the risk that a resource choice will fail to provide necessary power 
(or save power in the case of DSM resources), triggering a need to buy at market rates. 
Finally one must consider how a given resource plan will impact the ability of the utility 
to attract capital. While the kinds of benefits and risks that regulators evaluate and 
balance are not exactly the same as those that businesses and investors consider, many of 
the tools and metrics available are suitable or may be adapted to either. 

It is conceptually simple, but sometimes technically difficult, to compare different portfolios 
of resources based on their expected costs. Present value life cycle cost is the usual measure 
employed for that purpose. TJnfortunately, there is currently no single, generally agreed 
upon measure of the risk of a resource portfolio. The accompanying text box on "Random 
Variables and Portfolio Management" explains portfolio risk in terms of cost uncertainty 
and the basic concept of comparing the riskiness of two portfolios. Appendix D of this 
report describes a variety of portfolio risk measures. The rest of this subsection explains a 
few of those risk measures and presents some key ideas about risk measurement. 

l 8  U.S. government securities are often used as a proxy for an investment that bears no risk except for the 
risk that the inflation rate may change. 
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Random Variables and ortfolio Management 

What is a randoin variable? A random variable is a number whose value changes, say over time, 
in a way that cannot be predicted in advance. Planning risk for utilities is often a result the 
random variability of weather, inflation, economic growth, power plant availability, the market 
price of gas and the like. These and similar factors have a big influence on the cost of a portfolio, 
but forecasts and trends of them are subject to unpredictable fluctuations. Often we are most 
interested in the long term average cost of a portfolio of resources; that cost, itself, is usually a 
random variable because it is determined by interaction of the random variables just mentioned 
and others, too. 

What is nprobability distribution? We usually lcnow something about the behavior of a variable, 
even if it is random. The high temperature in Chicago on July 4 next year maybe impossible to 
predict, but we have lots of data about past temperatures. IJsing that data, we can say with some 
confidence that the most likely value is the long term average for that place on that day of the 
year. Using that data, we can also find theprobability that the temperature will 90" or 101" or any 
other particular value. If we draw a graph showing temperature values on the horizontal axis and 
their probability of occurring as the vertical axis, we have a picture of that variable's probability 
distribution. (The figure below shows two examples.) In many cases, the graph may look like a 
bell curve; for others, it may not. If a variable can have only a few different values, such as yes or 
no or 0% to loo%, the graph will be a bar chart with one bar for each possible value. 

What is an expected value? For a random variable, the expected value is the value we expect to 
see on average over time, but not necessarily the single most common value. 

How is variability ineasrired? Appendix C to this report describes a number of ways to put a 
number on the uncertainty of a portfolio's cost, but they are all ways of expressing the width of 
the probability distribution. 

Where do we get probability distribiitions for resoiirceplanning variables? If historical data is 
exists, such as for weather or fuel market prices, we can rely on that data ifwe are confident that 
the systems that produced those data will not change. For example, we might believe that a 
manufacturer's historical data on the availability of the generators of a certain type will be 
representative of the units we need to model. On the other hand, we may feel that weather data 
need to be adjusted for the impact of climate change. Finding good data for the probability 
distributions of resource planning variables is challenging, especially for long-term planning. 

How do probability distributions relate to porlfolio inanagement? The riskiness of a portfolio of 
resources is related to the variability or uncertainty of its cost. For example, a portfolio consisting 
of only two resources, a single generating plant and spot market purchases, would have at least 
four sources of uncertainty. One is the uncertainty in the plant's fuel cost. Another is the 
variability in the market price paid for any extra power needed or earned for an excess sold. The 
third would be variation in the load to be served, because that determines how much power is 
available to sell on the market or how much extra needs to be bought. Lastly, the availability of 
the plant helps determine how much market power needs to be bought or sold. If we know (or can 
assume) the probability distribution of those four variables, we can compute the probability 
distribution of the portfolio's projected cost. The probability distribution of the cost for this 
hypothetical portfolio might look like Curve A in the figure in this text box. 
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How are probability distributions used in coinparingportfolios? Suppose we wanted a portfolio 
with a more stable cost. Then we might consider adding a fixed price purchase contract to cover 
some of the excess power need. This would reduce variability as some or all of the purchases 
would be at a known price. We might also purchase options for the generator's fuel. The options 
would cost us a certain amount whether we exercise them or not, but would ensure that the fuel 
price does not exceed a certain value and also reduce the variability of the portfolio's cost. We 
could use this new information to compute the probability distribution of the revised portfolio's 
prqjected cost. The distribution of the cost for this revised portfolio might look like Curve B in 
the figure below. 

Curve B is much narrower, illustrating the reduction in uncertainty about portfolio cost, but is 
shifted to the right, reflecting the extra fixed cost of some of the risk mitigation measures. So, 
comparing these hypothetical probability distributions, we would have to make what may, or may 
not, be a difficult decision, Le., is it worth paying a somewhat higher expected cost to avoid 
exposure to the possibility of a very high cost. If the differences in costs under the two 
approaches are minimal the decision may not be difficult. If the differences in costs are large, the 
decision becomes more difficult. Or, we might decide to look harder for cost effective ways to 
reduce risk, such as adding less volatile renewable generators or ramping up energy efficiency to 
reduce the need for m :et purchases. 

Risk 

A B  

CQSt 
Vcry Nigh 

Figure 3.1. One view of the possible impact of hedging on risk exposure for the cost of a 
portfolio of resources. 

One straightforward way to measure the riskiness or robustness of  a portfolio is to 
compare its expected cost to its worst-case cost. Northwest Energy and the Northeast 
Power Coordinating Council (NPCC) compare portfolios using this type of metric. They 
measure each portfolio's risk as the difference between its expected cost and an average 
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of the costs in the last 10% of the high end of its probability distribution, which they 
consider to be the worst-case cost. l 9  

Another approach for quantifying risk is to calculate the increase in cost over a given 
planning horizon (the selected risk level) for a specified probability or risk level. This 
approach, Value at Risk (VaR), was developed in the financial sector to evaluates the 
downside risk of an investment. It is always calculated in the context of a risk level and a 
planning horizon. Value at risk is widely used by banks, securities firms, commodity 
merchants, energy merchants, and other trading organizations, who often monitor it on a 
daily basis. In the case of an electricity resource portfolio VaR can be applied to measure 
the cost increase that has a certain probability (the selected risk level) of occurring over 
the selected planning horizon. For example, a regulator might be interested in the VaR of 
a proposed resource portfolio over a one year planning horizon at the 99% risk level. That 
VaR would tell us the amount of extra cost that would have a 1% chance of occurring 
over the next year. Or, a VaR at the 90% risk level for a ten year planning horizon would 
tell us the amount of extra cost that the portfolio has a 10% chance of incurring over the 
next ten years. Utilities in California compare portfolios using this type of metric and 
variations on it.” 

Value at Risk and estimates of extreme values like the metrics used in Montana are two 
measures of the risk of a specific portfolio. There are a several possible measures of risk 
available for regulators to consider. These are listed in Table 3.1 and discussed in 
Appendix D of this report. The goal of monitoring and managing each of these risk 
measures is to identify sources of and changes to risk and to enable managers and 
regulators to reduce overall utility risk for both utility customers and shareholders. 
Consistency and transparency should be considered in choosing a measure to use. It may 
also be necessary to require validation of the computer models used for this purpose, 
especially proprietary or in-house models. It is also important to exercise care in the 
development of the probability distributions used to generate the risk measurements. 

l 9  Not surprisingly, the mechanics of computing this measure of uncertainty are far from simple. This 
approach is discussed further in Appendix B of this report and in the Northwestern Energy 2005 
Electric Default Sipply Resource Pi-oczrreineiit Plan, available at 
http://www.montanaenergyforum codp lan  html 

Flow at Risk, and Other Measures of Portfolio Risk. June 6 ,  2003. 
See Appendix B of this report and CPUC Energy Division, Worlcskop Reporlo17 Valzre at Risk, Cash- 20 
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Value at risk 

Component 
value at risk 

Credit value at 
risk 

Table 3.1 Possible Measures of Risk 
Estimates the likelihood that a given portfolio’s losses will exceed a 
certain amount. 

Measures the marginal contribution to value at risk of each element 
within the overall portfolio. 

Measures potential credit exposure on individual transactions as well as 
the total credit value at risk for the portfolio. 

Enterprise-wide 
risk measures 

Costs at risk 

Aggregates market, operational, credit, and regulatory risk. 

Measures probability that a portfolio’s costs will go up or down. 

Rates at risk 

3.5.2. Considering Risk in the Assessment of Resource Choices 

The various parties involved in long-term planning, fuel and purchased power 
procurement, and ratemaking will have a range of perspectives and goals. From a 
regulatory perspective the goals may be to achieve a reasonable balance of cost and risk. 
In order to prepare a quantitative comparison of alternative resource portfolios relative to 
those goals, a regulator may wish to know the expected retail rates over the next two 
years nnd the amount by which retail rates could increase over that same period at a 90% 
risk level for each portfolio. Adaptations of the VaR measure discussed above can be 
used for this purpose. 

Expected cost and value at risk could be used to help evaluate and compare three 
alternative strategies, e.g., (1) the status quo plus purchased power from the wholesale 
market, (2) building a particular new generating plant, or ( 3 )  a combination of increased 
DSM and smaller purchases of power from the market. These metrics would allow 
comparison of the three resource choices on their expected present value revenue 
requirement (PVRR), the usual measure looked at in IRP, as well as om the risk of rate 
increases. Regulators have always done such risk assessments mentally or implicitly; now 
they have tools for making these assessments quantitatively and explicitly. 

This notion, of course, is based on the assumption that one can actually quantify the risk. 
As discussed earlier, future probability distributions are typically estimated based on an 
analysis of historical data. If the historical data is inadequate or does not represent current 
or future fundamentals, then the probability distribution will not be accurate. Some types 
of risk are well represented in historical data, such as interest rate fluctuations, returns on 
financial investments, and some commodity prices. Other risks are not well represented 
in historical data. For example, the additional price risk for fossil fuels due to potential 
carbon regulations would have to be analyzed separately, perhaps through a scenario 
analysis, and added to the underlying uncertainty in fossil fuel market prices. 

Measures potential change in end customer’s rates as a result of 
generation supply portfolio. 
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There are of course ways to,reduce the level of risk identified in any such analysis. For 
example one might sign a long-term fixed-price contract or purchase commodity futures. 
That would eliminate, or nearly so, the risk associated with increases in material costs, 
but it would also eliminate the potential benefits if those costs fell. There are also more 
sophisticated approaches using call and put options which can limit the downside risks 
but still capture the upside benefits. The most neutral approach is a “costless collar” in 
which the purchase and sales costs of the options net to zero. In essence, this is trading 
some of the upside potential to protect against some of the downside risk. 

Thus, to summarize, all of the “at r i sk ”  calculations attempt to determine the likelihood 
and magnitude of the downside risks. The results are based on statistical models, usually 
reflections of historic performance of a given investment or market, and predict a “loss” 
threshold at a given probability level over a specified time period. The methodologies are 
most robust in the short to intermediate term for normal economic conditions. Unusual or 
new conditions can be factored in through additional analysis, but these require special 
studies. 

3.5.3. Tools for Mitigating Risk 

The goal of monitoring and managing each of these risk measures is to identify sources 
of and changes to risk and to enable managers and regulators to reduce overall utility risk 
for both utility customers and shareholders.*l 

Many kinds of risk can be protected against with insurance, although there is a usually an 
increase in the expected cost for doing so. This is true for some resource types, but not 
all. For example, if one wishes to reduce exposure to the risk of possible climate change 
mitigation costs or emission permit costs, one could choose renewable resources over 
fossil fuels as a portfolio addition. At the current time, the expected cost of power from 
many renewable resource plants may be greater than the expected cost of fossil file1 
plants over their respective lives. Hence, choosing that kind of renewable generation 
insures against a possible future cost at the expense of accepting an increase in the power 
cost that will occur if those climate change costs do not arise or arise late. However, there 
are possible “insurance” resources that do not incur extra costs. Many DSM resources are 
known to be cheaper in terms of lifetime revenue requirement than traditional fossil fuel 
generation (and the associated transmission costs and line loss costs), but also provide 
insurance against possible COZ emission costs. In addition, reducing a utility’s riskiness 
by making lower risk portfolio choices may reduce its cost of money and hence its 
overall cost of service. 

For additional discussion of ways in which portfolio management can address electricity resource risk for 
regulated service or default service procurement, see Biewald, et al., 2003 cited above. 
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4.1. Overview 
Portfolio management activities can be grouped into three major applications or stages, as 
discussed earlier. These activities as indicated in the Introduction are 

developing a resource plan, 

procuring the portfolio of resources identified in that plan, and 

managing that portfolio of resources on an ongoing basis. 

0 

0 

Some of the questions to keep in mind when considering the appropriate tools are: 

0 Over what timeframe will the proposed strategy apply? 

0 What level and stability of prices are expected to result during that time? 

0 What flexibility is there to modify the strategy in response to changes in demand 
or supply conditions, at what points in time is that possible, and what is the 
process for doing so? 

0 What alternative strategies were, or should be, considered? 

The nature and scope of each activity may vary according to the entity responsible for 
portfolio management and its particular ob.jectives, constraints and circumstances. For 
example : 

1. Type of organization, e.g., vertically integrated utility or a load serving entity. 

2. Scope of consideration, e.g., total cost of delivered services, generation service 
cost. 

3. Planning objectives, e.g., rate minimization, rate stability, balance of rate 
minimization and rate stability, rates tied to day ahead prices. 

4. Time frame for planning, e.g:, decade or more, one to five years, less than a year. 

5. Planning constraints, e.g., all new resources to be acquired from wholesale 
market, renewable energy target. 

This section provides an overview of the data and software tools available for each major 
application and a brief discussion of the issues associated with each. 

4.2. Tools Available for Portfolio Management 
The software tools that are available come from two different perspectives (1) financial 
planning and investment and (2) traditional utility supply-side planning. The former flow 
from a highly developed quantitative practice and focus on the management of various 
financial instruments such as hture contracts, laddering, and options. The software tools 
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available in this category offer fairly sophisticated methods for evaluating risk. 
Contrastingly, those models and tools coming from the utility side represent the unique 
aspects of the electric utility industry, but are much less sophisticated in risk analysis. 
The sections below describe the types of tools and Appendix C describes specific 
software tools in more detail. Table 4.1 provides an overview. 

Table 4.1 Overview of software models for risk analysis and management 
4pplication 

I .  Integrated 
System Plan 
:analytics) 

2. Procurement 
(Trading and 
Risk 
Management) 

3. Management 
(Generation and 
Scheduling) 

Time 
Horizon 

10 to 20 
years 

(long-term) 

1 to 3 years 

(short-term) 

Daily to 
annually 

(day ahead or 
near-term) 

Input Data and 
Forecasts 

Forecasts of 

customer load, 
price elasticity, 
resource availability, 
fuel costs, 
resource costs, 
risk premiums, 
fuel price volatility, 
reliability 
requirements and 
policies, 
environmental 
policies and costs. 

Energy and fuel price 
forecasts and market 
futures. 

Load requirements 

Short term load forecasts. 

Resource and 
transmission availability 

Fuel and energy prices 

Environmental conditions 

Capacity 
expansion 
models 

Op tiin izatio 17 
Models 

Electric Generation 
Expansion System 
(EGEAS) 

EnerPrise Capacity 
Expansion 

Screening, 
scenario. and risk 
analysis models 

PowerBase Suite 

AURORA 
RISICMIN 

Procurement and 
scheduling models (no 
capacity expansion) 

0 PLEXOS for Power 
Systems 

BookRunner; 
Edur 
Epsilon & Entegrate 
ICTS Symphony 
Planning and Risk 

Monaco 
Predict! 
Kiodex Risk Workbench 

4.2.1. Load Forecasting 

Load forecasting has been done since the beginning of the electric utility industry. The 
approaches used vary by the time scale involved. Short-term forecasts of a day or less are 
based on typical hourly load patterns for the season and weather forecasts. Forecasts of a 
few years are generally derived from recent historic data and extrapolated with 
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adjustments for weather and simple external drivers such as population growth and 
planned DSM programs. Common current practice is to incorporate weather variability in 
computing confidence intervals for peak load levels. The greatest change has occurred 
with long-range forecasts. The old practice was to plot the historic load values on log 
graph paper and then draw a straight line into the future. More modern practices look at 
load growth by customer class and apply econometric methods to develop future values. 
In some cases the load components are broken down by end-use category. That approach 
is especially useful for designing and evaluating Demand Side Management (DSM) 
programs. Over the years, most entities have developed and refined their own custom 
tools for load forecasting. 

4.2.2. Price Forecasting 

With the move in recent years to wholesale markets, a number of tools have been 
developed that integrate load and price forecasting. Some of these are quite sophisticated 
and consider transmission constraints and locational prices. 

There is considerable academic and professional literature on this topic. In recent years 
most efforts have been focused on short-term forecasting using such techniques as neural 
networks. 

4.2.3. Integrated System Planning 

Integrated system planning is about finding the right mix of supply and demand side 
resources that provide low cost and reliable electricity service, while also minimizing 
risks. This is much like the Integrated Resource Planning (IRP) that was done by utilities 
before deregulation. The goals are similar but the available components have changed 
somewhat. 

4.2.4. Risk Analysis 

In this category are applications focusing on various aspects of risk. The short-term 
products look at the more quantifiable risks associated with futures contracts and energy 
markets. A few of the more utility focused tools try to represent in some way the longer 
term risks. But that is conceptually a more difficult task since there is much greater 
uncertainty. For longer-term analysis, a scenario-based approach is most commonly used, 
but the challenge always is to make those scenarios diverse enough to capture a 
reasonable range of possibilities. 

4.2.5. Managing Financial Resources and Contracts 

An important aspect of portfolio management is organizing and managing contract 
information. 

Some of the types of products that could be monitored with software tools include spot 
purchases, forward contracts, option contracts, and flexibility contracts. Each of these 
product types offers a different type and degree of pricing and flexibility. 
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The goal of portfolio management may be thought of as finding the optimal trade-off 
between price and flexibility through an appropriate mix of low price/low flexibility 
(long-term contracts), reasonable price but better flexibility (option contracts), or 
unknown price and supply but no commitment (the spot market.) Varying durations as 
well as contract types can help create an even mix. The role of software for managing 
contracts and options is to monitor (perhaps on a daily basis) the cost and risk of the 
inventory of such products and to analyze purchases and sales that might improve the 
tradeoff. If a portfolio includes short positions or options, frequent analysis is needed to 
choose the best time to fill short positions or to exercise options (if at all). 

There are many vendors offering various applications for this purpose and below we list a 
few of fairly wide use in the energy sector. Note also that this category also overlaps 
some with the risk management tools in the next section. 

4.3. Strengths and Deficiencies of Tools for Resource 
Planning and Procurement 

Some points to keep in mind with regard to software tools for IRP and PM: 

1. 

2. 

3. 

Traditional electric industry tools have a utility cost-based engineering 
optimization perspective. This is also true of nearly all IRP tools whose goal is to 
determine the least-cost plan given various fairly fixed expectations about the 
filture. 

Most traditional planning models are deterministic and do not incorporate 
uncertainty. Thus their results, while optimal for a specified set of assumptions, 
may not be so if circumstances change. Traditionally scenario analysis has been 
used deal with these limitations, but the range of scenarios needs to be wide 
enough to adequately represent the range of possible futures. There is a general 
human tendency to expect the future to be a smooth continuation of the present, 
but a look at the past shows that that is not always the case. One approach is to 
double the range of what conventional wisdom says. Another approach is to 
consider some “far out” scenarios as stress testers for the plans that are developed. 

Short-term uncertainty can be more easily quantified via statistical methods than 
long-term uncertainty. Thus sophisticated statistically based methods used in 
trading and risk management tools are more appropriate for shorter terms of up to 
one or two years, but are harder to apply to long-range analysis and planning, at 
least at the current state of the art. This is mainly because of the increasing 
uncertainty of projections as time spans grow.22 

7 7  
-- The ENERGY 2020 platform takes a somewhat different approach that may be helpful in analyzing the 

risks of long-term uncertainties and strategies. Originally developed as a premier load forecasting 
model, it is one of the few end use models commercially available. However, its endogenous and 
bottom up approach to representing the performance of the utility and its load and resources through 
time allows it to offer an integrated system for IRP analysis including representation of various supply- 
side and demand-side options. It does not presume optimal functioning of the utility’s dispatch, or 
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4. 

5 .  

6. 

Most financial tools are focused toward the shareholdedmanager perspective and 
not toward customers. Thus when such tools are used for utility PM there needs to 
be a refocusing on the implications for customers. 

Demand-side options and non-traditional resources (such as wind and solar) are 
not well represented in most models. Thus special effoi-t, depending on the model 
used, may need to be taken to adequately include these choices. 

Societal benefits such as environmental externalities and employment impacts are 
not generally represented. If they are to be considered, they may have to be 
calculated externally to the PM models themselves. 

It is important to remember what the model was designed to do and what necessary 
simplifling assumptions are built in to it. Careful review of key input data is always 
necessary and it is wise to remember that even the best of models fed the best available 
forecasts can provide only informed approximations of the future. 

4.4. Things to Consider Before Selecting Software 
Whenever selecting software, it is important first to prioritize the objectives and then to 
evaluate the available options in that context. 23 

0 

0 

Objectives: How well the software meets the designated goals. 

Involvement: The ultimate users of the software need to be closely involved in its 
selection. 

0 Transparency: Are modeling methods and algorithms well documented and 
visible to users and regulators? 

e Software Characteristics: 
o Monitoring capabilities 
o Facilitation and documentation of risk assessment, testing, and remediation 
o Built-in version controls 
o Security and access controls 
o Electronic sign-off functionality 
o Audit trail documentation and traceability 
o Ability to customize input fields, reports, and templates 

Reporting Capabilities: Are the model results available in reports and formats that 
are easily understood and used? 

0 

resource expansion as many models do, but can represent imperfections in planning and their results. 
For risk analysis, it provides a broad, integrated platform to analyze a wide range of long-term 
uncertainties via Latin Hypercube sampling (an efficient type of Monte Carlo simulation). 
http://www.energy202O.coidenergy.htm 

l3 Some of these criteria are from Anne Marchetti, Beyond Sai-banes-O,rley Compliance: Effective 
Enterprise Risk Mai7agement, John Wiley & Sons, 2005. 
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Flexibility: How easily can the software be applied to meet new needs? 

Support: Does the vendor provide training, fix problems and update the software 
as needs change? 

Implementation costs: software, licensing fees, hardware requirements, 
implementation time, training costs, customization efforts/consulting. Complex 
models severely tax even high end computer hardware. Investments in the fastest 
computers and largest storage devices available are likely to result in considerable 
labor savings and faster, more responsive answers to modeling questions. In 
summary, regulators considering PM or IRP software acquisition, whether for 
their own use or by utilities they oversee, should focus on the prioritized goals 
and be aware that the largest expense is likely to be for the personnel to properly 
use the software. 

Staffing Requirements: The biggest investment may actually be in hiring and 
training people to properly use the software for the desired objectives. 

0 

a 

0 

4.5. Data Requirements for PNI 
Depending on the type of PM activity choosen there will be different data needs. Some 
of this can be based on historic information, but the essence of PM entails making 
decisions about a future in the face of uncertainty. Thus, the data used in each PM 
activity are primarily forecasts or assumptions. Moreover, as with most forecasts, the 
longer the planning horizon the more uncertain the forecast. In some cases the PM tools 
may themselves generate these forecasts based on historic data, or other methods and 
tools may be used. But in either case, the development of the input data is as least as 
important as the modeling itself and should be carehlly scrutinized. 

Some major general categories of data required for PM are forecasts oE 

customer load; 

reliability requirement policies; 

customer price elasticity; 

resource availability (including energy efficiency and renewable energy); 

resource costs, both fixed capacity costs and variable operating costs including 
fiiel prices; 

fuel price volatility; 

environmental policies. 

Procurement and/or portfolio management decisions that are made in the short- and near- 
term require more detailed data than resource planning decisions made for the long-term. 
The types of detailed data required for those short- and near-term decisions are listed in 
the box below. 
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Requirements 

0 Load forecasts 

0 Capacity requirements 
Customer price elasticity (reduced consumption, switching) 

Fuel Markets 

0 

0 Forward market prices 
Historical fuel prices and volatility 

Self- Generation, Efficiency and Renewables 

0 

0 

0 

Production costs from own generation 
Energy efficiency availablity and costs 
Renewable energy availabilty and costs 

Wholesale Electricity markets 

0 

0 

0 

Forecast costs of capacity, transmission, and ancillary services 
Forecast costs of congestion and of FTRs to hedge congestion risk 
Historical wholesale electricity prices and volatility in the region of interest-both 
on and off-peak 
Forward market price data for electricity 
Probability and impact of new environmental regulations, e.g., C02 controls 
Probability and impact of new reliability requirements, e.g., RPM policy in PJM 

Financial Instruments 

0 Financial instruments and associated costs 

Depending on the specific circumstances not all of these may be required, or other kinds 
of information may be required. Each situation needs to be analyzed considering the 
objectives and what data is relevant and available. 
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rtis taff i a t 

5.1. Staffing and Expertise for Porlfoiio Managers 
Overall, the expertise of the organization should include the following knowledge, skills, 
and abilities relating to portfolio management, risk analysis and management, and IRP: 

Knowledge: 

0 Detailed knowledge of the natural gas markets, electricity markets, regional 
transmission organizations, and FTRs 

Full understanding of the range of available supply and demand options 
(including renewables, energy efficiency, etc.) 

Working understanding of the engineering and operations functions required to 
get those supply and demand options on-line 

Full understanding of transmission related options, including RTO/ISO rules and 
costs 

Working knowledge of relevant accounting rules (including rules for transactions 
in derivatives and Sarbanes Oxley compliance) 

Full understanding of environmental regulation costs and risks 

0 

0 

e 

Technical Skills: 

Ability to develop or select and implement quantitative models for power trading, 
power marketing, and bels hedging 

Ability to utilize statistical and modeling tools, which may require programming 
expertise, as well as standard spreadsheet and database applications 

Ability to perform quantitative analysis of risk exposure on a periodic (possibly 
daily) basis and a long-term basis regarding both financial and physical positions 

Ability to identify, evaluate, and understand actual and potential changes in 
markets to assess overall portfolio risks 

Ability to develop and evaluate risk mitigation options 

Ability to take part in financial trades, potentially on a daily basis 

Ability to translate the outcome of the portfolio into utility rates 

Other Abilities: 

0 Ability to communicate complex issues and options to internal staff and external 
parties (regulators, shareholders, etc.) regarding the overall risks associated with 
the current portfolio, as well as modifications that can be made to decrease such 
risks 

Ability to develop and maintain a system to provide detailed, traceable records 
regarding all trades and risk management strategies 

0 

Synapse Energy Economics - Portfolio Management Tools Page 36 



Exhibit-WS-2 

Ability to prepare reports regarding the portfolio’s valuation 

Ability to report activities to FASB, the SEC, rating agencies, regulators, 
shareholders, and the public. 

While it is definitely possible, and perhaps preferable, for a utility to take on all of the 
above responsibilities with regard to portfolio management, there is an alternative 
solution, which is to outsource the portfolio management function. 

5.2. Staffing and Expertise for Regulators 
Regulators can and do play multiple roles with regard to portfolio management strategies. 

The four major roles, which may not all be performed by a given commission, can be 
broken down into the following: 

1 I Design of the portfolio (choice of supply/demand side resources, T&D resources, 
types of suppliers, types of contracts, hedging mechanisms, etc.) 

2. Actual procurement of products (solicitation of contracts, making trades, hedging, 
etc. and regular oversight of the portfolio) 

3. Ongoing oversight and adjustment of the portfolio design and procurement, either 
as regulator or as implementer of procurement 

4. Audit and other regulatory oversight of the utility (or other responsible parties) 
regarding each of the above. 

How involved regulators are in each of the above is state dependent. In Maine, for 
example, regulators are intimately involved in each of the four roles described above, 
whereas in other jurisdictions regulators simply oversee the utilities’ activities after the 
fact. Most states with competitive retail procurement fall in between these extremes. For 
example, in New Jersey, the Board of Public Utilities approves the portfolio and 
procurement plan, as well as the results of procurement, while the utilities execute those 
plans. 

Naturally, the skill set required of regulators involved in electric portfolio management 
varies considerably with the extent that they are involved in each of the roles. Regulators 
generally need to be highly analytical, knowledgeable about financial products (hedging 
instruments, forward markets, etc.), knowledgeable about the range of resources available 
at any given time and their general cost. As far as timing, the role that regulators play is 
on-going or cyclical. From first assessing key risk areas to developing options to mitigate 
that risk to implementing a strategy and monitoring that strategy, regulators play a 
dynamic role in managing utility risk practices. For a graphic to demonstrate the full 
range of roles, see Figure 5.1, below. 
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Figure 5.1. The role of the regulator in risk management is dynamic in nature. 24 

6. Conclusion 
Traditionally, utilities performed integrated resource planning by evaluating a wide 
variety of available (or expected to become available) supply-side and demand-side 
resources in order to meet current and future needs. The usual emphasis was on finding 
the combination of resources added gradually over a planning period that was expected to 
meet the need at the lowest present value cost to the utility and its ratepayers over the 
planning period. While IRP processes have strong similarities from state to state, the 
detailed requirements specified by utility commissions vary. These differences include 
details for treatment of energy efficiency programs, whether and how to include 
treatment of environmental and societal costs, mechanisms for public input, and 
treatment of the way risk and uncertainty are treated. 

Wise investors and commodity purchasers generally employ some kind of portfolio 
management (PM) and an organized procurement process to choose from the huge 
variety of products available. Portfolio managers must choose from contracts of various 
lengths and starting dates, decide whether and how to use options and hedging products, 
and evaluate many other possible strategies. This task, as a whole, has features in 
common with the job of a mutual fund manager, who takes responsibility for investing 
money for others, such as the assets of a retirement fiirid or an individual investor. In that 
setting, some of the available choices are cash, stocks of various kinds, bonds of various 

24 Lucienne Robillard, “Integrated Risk Management Framework,” presented by the President of the 
Treasury Board, Canada, April 200 1 
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lengths and maturities from various issues (companies, governments, special purpose 
entities, etc.), interest rate futures, mutual funds, and so on. State-of-the-art PM uses 
detailed quantitative analysis to understand the uncertainty of cost and returns from 
different investment choices. The goal of this quantitative analysis is to assess and 
manage how different combinations of investments with varied kinds of uncertainty 
affect the return and risk profile of the portfolio as a whole. 

Obviously, this is a very general concept. When applied to electric power procurement, 
there are specialized constraints and additional options such as building one's own 
generation or reducing one's need through procurement of DSM options. Up until the 
mid-1 990s, vertically integrated utilities focused on building or buying generation and on 
DSM programs, so adding PM to IRP would have made a difference only in emphasis. 
More recently, two things have changed. First, the appearance of market trading in 
wholesale power and options for power, natural gas, weather, and emission permits have 
begun to widen the choices a utility can make in its resource planning to look more like 
the type of PM seen in financial and commodity markets. Indeed, some "vertically 
integrated" utilities have de-emphasized owning generation and instead concentrate on 
power purchasing. Secondly, competitive procurement of power for default service has 
begun to use PM-like features, such as contract ladderirig and purchasing from purely 
financial brokers who do not own generation. 

A few state PTJCs now require utilities to apply portfolio management with the goal of 
achieving reliable electric service at reasonable rates to customers over the long term, 
either for vertically integrated service or for default service procurement. 

Arguably all electric utilities-vertically integrated and distribution-only-could benefit 
from placing greater emphasis on PM. The recent developments in the competitive 
wholesale electricity markets create greater opportunities but also greater pitfalls. A 
passive or inactive utility is more likely to suffer from the pitfalls than benefit from the 
new opportunities. Regulatory guidance and oversight will be critical to achieve the goals 
of portfolio management, and to ensure that all utilities have clear direction regarding 
their roles as portfolio managers. Utilities, even in states with restructured electricity 
industries, may need to take another look at how and why to manage resource portfolios. 

The great variety of new electricity and electricity-related products and tools available for 
managing resource portfolios and rapidly changing market conditions means that 
regulators have an opportunity to reassess their roles and expectations regarding the 
scope and nature of portfolio management applied in their state, regardless of whether it 
is a retail choice state or a fully regulated state. This report has reviewed the reasons for 
this conclusion, explained the key analytical and policy-making challenges, and reviewed 
the software and skills necessary to perform those functions. It should be emphasized, 
however, that markets, market ruIes, and product offerings have shifted and changed 
frequently for some time now, and show no signs of stabilizing anytime soon. Regulators 
should continue to monitor such changes and update their policies and practices 
accordingly. 

Most of these planning models discussed in this report require special effort in order to 
include energy efficiency and renewable energy in their evaluation of resources. In 
addition, these tools would benefit from improving their methodologies for analyzing 
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long-term risks and comparing long-term decisions under uncertainty. For example, some 
existing optimization models require the representation of system operation to be 
simplified and limit the number of resources that can be considered in a model run. Such 
modeling constraints can prevent the long-term costs and benefits to consumers of a 
diverse mix of resources from being evaluated fdly. The availability of the data these 
models require to do sound risk analysis is also problematic in some competitive 
situations, while the institution of competitive wholesale markets has improved data 
transparency in others. Regulators may wish to promote research and development on 
improvements in these areas. 
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A.1. Overview 
For this report, we examined competitive processes for procurement of power for default 
service in several states and the District of Columbia, representing a range of approaches 
to default service procurement. Specifically, we looked into actions that states are 
currently taking to manage risk-primarily price risk-for default service customers. The 
common approach to managing that risk is through defining and overseeing the 
procurement process used by default service providers (also known as basic service 
providers and providers of last resort). 

States using auction or RFP procurement typically procure different products for different 
classes of customers. For example, a fixed price, all requirements service, including 
energy, capacity and ancillary services, might be procured for residential and small 
commercial default service customers, while large commercial and industrial customers 
might be served under a procurement for fixed price capacity, with energy billed at spot 
market prices. In states that procure default service power for small customers under 
multi-year, fixed-price contracts, power for medium-sized commercial customers may be 
procured under fixed price, but shorter contracts. 

In this Appendix, we focus on prociirenierit approaches for residential and the smallest 
coinrnercial custorners, as such approaches present the most challenging concerns for 
risk mitigation policies. 

A.2. Risk Management Approaches Used in Default Service 
Procurement 
Having surveyed a number of deregulated states, we find that many, but riot all, retail 
access states have adopted one or another form of contract laddering to manage price 
volatility. Contract laddering means that power is procured in staggered, multi-period 
contracts, instead of through a single contract, or several contracts, that expire all at once. 
When such a ladder of contracts is put in place, only a fraction of the total portfolio of 
electric generation contracts expires each cycle, and only a fraction of the supply needs to 
be replaced and re-priced. In practice, this means that the majority of a customer’s 
generation rate is already locked in by pre-existing contracts; the full effect of trends or 
spikes in electric generation prices is buffered for default service customers. In most 
jurisdictions that use contract ladders, the cycle period is one year, and the most common 
choice for contract lengths has been three years. Figure A. 1 shows a pattern of 
procurement over time for a simple ladder of three-year contracts with one-third of the 
load rolled over annually. A contract ladder of this type, whatever the length of its 
contracts and number of cycles, may require odd contract lengths when being initialized 
to allow for synchronizing contract expirations and future procurements with IS0 or RTO 
planning years and the like. 
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Prociireitt eitt Year1 Year2 Year3 Year4 
Year 

Laddering is the main procurement strategy used by a number of states and utilities that 
pursue competitive procurements for their default service, particularly on the East Coast. 
Table A. 1 presents the specifics of procurement schemes in the jurisdictions studied. 

Year5 Year6 Year 7 Year8 

Figure A.l. Illustrative 3-year procurement ladder with phase-in. In this example, by Year 3, only 113 
of the contracts expire and must be replaced each year. In other words, 2/3 of the load prices are 
locked in earlier years. 

Specific laddering terms, such as those described above, are established via commission 
orders. In many cases, the framework used to establish such terms was a negotiated 
settlement amongst some of the parties to a rulemaking or other proceeding. Settlements 
have included varied parties, including some or all of the utilities, wholesale bidders, 
retail suppliers, regulators, consumer advocacy groups, and others. Generally, once the 
contract procurement ladder and process is established, adjustments have been made for a 
period of several years before it is revisited. 

A.3. Observations on Procurement Approaches 

A.3.1. Procurement Process 

A few retail choice states rely primarily or in part on spot market purchases for default 
service procurement (e.g., Texas and New York). In New York, supply procurement for 
default customers is essentially a portfolio-based approacli where utility supply portfolios 
typically consist of "legacy hedges" (i.e., long-term contracts entered into at the time the 
power plants were sold), short-term contracts, spot purchases from the NYISO market, 
and financial hedges. The majority, however, use either a Request for Proposal (RFP) or 
an auction format to procure power for default service customers. New Jersey led the way 
with auctions for default service power, using a descending clock auction to determine 
final prices. Illinois has recently adopted a similar process, but has not yet executed an 
auction. A number of other jurisdictions, including Maryland, the District of Columbia, 
Maine, and Delaware, use RFPs soliciting bids of various lengths for fixed price blocks 
of default service power. 

Synapse Energy Economics - Portfolio Management Tools Page A-2 



Exhibit-WS-2 

1 -year 

Table A.l:  Competitive procurement strategies for procurement of default service power in selected 
jurisdictions. 

2004' 

I Illinois 

District of 
Columbia 

Delaware' 

Massachusetts4 

Texas 

New York 

Procurement 
Process 
m 

Auction 

RFP 

Auction 

RFP 

RFP 

RFP 

RFP 

Spot market 

Utility- 
specific 
portfolio 
approaches 
along with 
the use of 
financial 
instruments 

Durations of First 
Procurement 

ind 3-year 

Mix of 1,2 
md 3-year 

3-year 

Varies, some 
preexisting 
long-term 
contracts, 
short-term 
contracts, spot 
purchases, 
and financial 
instruments. 

1999 

Tirninp of Procurements 

Annually, in February 

Annually, in December 

Annually, in September 

Annually, in 3 rounds, 
approx 3 weeks apart. 
Previously began in Dec , 
but MD, DE and DC 
expect to reschedule so 
that bid periods do not 
overlap 

Same as Maryland 

Same as Maryland 

Semi-annually, in April 
and October 

Daily 

Varies 

YO of Annual 
Requirement 

s Procured 

33% 

33% 

33% 

Varies. 
Currently 25% 
annually. 

Varies. 
Currently 25% 
annually. 

33% 

50% 

Actual daily 
requirement 

Varies 

' New legislation (May 2006: 36 MRSA $3203) establishes the possibility of using longer-term contracts. 
The MD PSC is currently exploring changes to SOS procurement: case number 9064. 
New legislation (April 2006: H.B. 6) calls for sweeping changes, including integrated resource planning, 

consideration of both short- and long-term contracts, owning and operating generation facilities, and 
demand side management program to serve default service customers. At least 30% of the requirements 
are to be procured competitively from the regional wholesale market. IRP aspects of this bill will be 
implemented over time, but a proceeding is under way to consider revisions to the RFP procurement 
process (PSC Docket No. 04-391). 

most of the state's basic service providers continue to procure SO% of their load every 6 months, using 
1-year contracts However, in a December 2005 settlement, NSTAR agreed to begin using a mix of 1 ,2 ,  
and 3-year contracts for its generation contracts going forward. 

While Massachusetts has revisited contracting mechanisms multiple times over the last several years, 

Effective date of semi-annual procurements. Standard offer service began in 1998. 
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Advantages and disadvantages are claimed for each approach. State regulators or default 
service providers who utilize RFPs can readily adjust the WPs annually to address 
specific needs or concerns over time. Smaller ,jurisdictions perceive an advantage in the 
RFP format due to reduced transaction costs and shorter lead times, viewing a more 
formal auction process as burdensome. Meanwhile, advantages of the auction include a 
perception of greater transparency, especially since bidders receive feedback about the 
level of interest expressed in each round of bidding as the price descends from round to 
round. To date, there is not enough data to clearly indicate which approach is better from 
either the generator or consumer perspective. Theoretical arguments have been offered 
about which one, if either, will produce the lowest prices, greatest bidder participation, 
etc., but, in practice, each approach has been able to attract a sufficient number of bidders 
to satisfjr the various commissions that monitor the processes. 

Some states (e.g., New Jersey, Maine, Illinois) have a single annual procurement to 
replace expiring contracts. Maryland, the District of Columbia, and Delaware each spread 
the annual procurement over three separate bid dates, spaced approximately three weeks 
apart in time. This is perceived to reduce the risk that a temporary market disruption will 
dominate the overall result. On the other hand, the smaller size of each procurement 
might make the WP marginally less attractive to bidders and slightly increases the 
administrative cost. 

The different approaches have advantages or disadvantages for both the buyers and 
suppliers, but there is not enough data available to reach firm conclusions on which 
approaches are better and under what circumstances. Clearly, however, timing plays an 
important role in the outcome of procurements. Default service procurements are 
typically scheduled farther in advance and are not easily moved. Market events and the 
timing of their procurements hit the 2006 generation contracts in Maryland, the District 
of Columbia, and Delaware particularly hard. These jurisdictions each held the first of 
their three intra-year procurements in December 200.5, when natural gas price fiitures 
were at an all time high. Even a six week delay would have resulted in prices on the order 
of 20% lower. In this regard, New Jersey was fortunate, because its last procurement was 
held in February 2006, at which point natural gas prices (and electricity futures) had 
already begun to subside. Thus, the specific timing of procurement processes can 
significantly affect generation rate outcomes. Jurisdictions attempting to initialize a 
multi-year laddered procurement are particularly vulnerable. Whether results can be 
improved by introducing flexibility in the timing of procurements is a recent topic of 
controversy. 

A.3.2. Contract durations in default service procurement 

We see that not all states have chosen to implement the same contract laddering terns. 
New Jersey, Illinois, Delaware, and Maine have chosen a simple 3-year contract 
laddering approach.6 The District of Columbia and Maryland use a combination of one-, 

' New Jersey began with unladdered one-year contracts and began phasing in a three-year ladder with its 
2003 procurement. In its 2005 RFP, Maine began to phase in a three-year ladder, but did so by 
procuring separately priced contracts for each off years one, two and three of the ladder, rather than 
single, flat-priced bids for the whole three years. 
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two- and three-year bids in their 2005 and 2006 RFPs. Meanwhile, Massachusetts utilizes 
only 1 -year contracts in overlapping procurements every six months. In New York, some 
utilities use the laddering approach for a portion of their supply portfolios with the 
remainder of their portfolios consisting of longer-term contracts and spot purchases. 
Texas relies on spot markets. 

The duration of contracts and the number of overlapping contracts in a laddered portfolio 
has a major affect an the degree to which customers are protected from price fluctuations; 
those procurements using spot market purchases or unladdered contracts (100% of 
contracts expire together) expose customers to greater price volatility than laddered 
procurements. Contracts for longer periods of time protect customers from price 
fluctuations longer, but if they are not laddered to roll over, create the risk of larger price 
jumps when they do expire. 

In general, jurisdictions that use a three-year ladder with annual roll over of one-third of 
the supply have chosen to optimize their ladder to provide protection against fluctuations 
of price ranging from short-term spikes to highs and lows of up to a few years. With 
regard to the longer-term risks (say, price trends over five to ten years or longer), a ladder 
of three years or less is inadequate to mitigate those risks for customers. A three-year 
ladder results in generation rates that are, in effect, a three-year moving average of 
market prices. So, if generation prices gradually rise over ten years or if a market change 
results in a sudden long- term shift in prices, the risk mitigation obtained from early 
procurements fades out after three years and the fill1 force of those market trends or 
events is fed into rates at that time. Price risks due to long-term trends or sudden 
permanent market shifts may be mitigated only with correspondingly long-term 
procurements (or other types of long-term hedging). In order to accommodate longer- 
term stabilization goals, a long-term ladder or longer-term resources would be needed. 

It is important to note that a single long-term purchase stabilizes rates for the life of the 
contract, but at the risk that the contract may turn out to be higher than market prices that 
actually occur in the fiiture and at the expense of total exposure to market conditions 
prevailing at the end of that purchase. Alternatively, the aspect of laddering that produces 
risk mitigation as well as price stability is that it divides the supply up into small 
increments, each of which is priced separately at a different time and only one of which 
expires at any given date. 

It is also important to highlight the fact that states may have different policy objectives 
with regard to portfolio management. For example, states that have chosen contract 
laddering may have a goal of trying to stabilize prices for customers who do not switch to 
a competitive supplier or they may anticipate that small customers are unlikely to switch 
to a competitive energy supplier. 

New York specifically desires to encourage development of competitive retail markets 
but requires utilities to provide stable prices for mass market customers until volatility 
mitigated products are available from the competitive market. The NY PSC's 2004 policy 
statement requires that utilities that provide default service, at least for the present, should 
"prepare plans to foster the development of retail markets" and "continue to maintain a 

Synapse Energy Economics - Portfolio Management Tools Page A-5 



Exhibit-WS-2 

balanced contract portfolio for residential customer commodity" in the ''near 
Pricing of default commodity service varies by utility and by customer class. Some 
utilities pass through average monthly NYISO spot prices in the supply charge but with 
an offsetting adjustment to delivery charges based on the "value" of hedges, so that, on 
average, the utility's commodity price is based on its overall portfolio cost.8 Texas has 
chosen a similar strategy to encourage competition. Most deregulated states, however, 
have opted to focus procurement policy on the needs of customers who do not shop. 

A.4. Beyond Laddering 
When contract laddering is the sole procurement tool used, it provides only limited 
portfolio management benefits, which are realizable only over the length of that ladder - 
sometimes a very short time frame. Some states are beginning to address this limitation 
through new laws that explicitly try to obtain low costs over the long-term for their 
smaller default service customers. A variety of means have been adopted or are under 
discussion for this purpose. 

Maine is one state that has taken this approach. The Maine Legislature recently enacted 
legislation requiring the PSC to "adopt by rule a long-term plan for electric resource 
adequacy for this State to ensure grid reliability and the provision or availability of 
electricity to consumers at the lowest cost." The new legislation allows the Commission 
to include in that plan "cost-effective demand-side measures" as part of the supply of 
standard-offer service. It authorizes the Commission to enter into various standard-offer 
service contract lengths and terms for residential and small commercial customers and 
directs the Commission to consider developing one or more demand response programs 
for medium nonresidential customers." 

, 

Delaware now also requires expanded portfolio management practices embracing full 
scale integrated resource planning for default service including energy efficiency, 
renewables, and the option of utility construction of new generation units. 

On or after May  1, 2006, it is the policy of the State that Electric Distribution Companies 
subject to the oversight of the Commission and as  part of their obligation to be Standard 

' Quotations from pages 48, 52 and 28-29 of the Stateinent cited in this footnote, respectively. However, the 
Coinmission also declined to provide for further acquisition of hedges for medium to large commercial and 
industrial customer service as existing hedges expire. Stateinent at 32. Further, the Commission ordered 
that, "When new rate cases or rate plan extensions are filed, the utilities will be expected to include specific 
proposals to encourage migration of customers and to otherwise further the development of retail 
competitive markets.. ..We are not endorsing the New Jersey [auction] model because it unnecessarily 
prolongs the utilities' commitment to multi-year wholesale contracts and their role as a commodity supplier. 
"...The sooner customers experience pricing variations, the sooner competitive markets will provide 
alternatives, including fixed-price options and peak and off-peak pricing, possibly accompanied by interval 
metering." NY PSC Case 00-M-0.504, Proceeding on Motion of the Commission Regarding Provider of 
Last Resort Responsibilities, the Role of Utilities in Competitive Energy Markets and Fostering 
Development of Retail Competitive Opportunities. Stateinent of Policy on Fzrrtlzer Steps toward 
Coinpetition in Retail Energy Markets, August 25, 2004. 

Personal communication, Raj Addepalli, NY PSC, 7/30/2006 
36 MRSA $3203, enacted May 2006. 
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Offer Service Suppliers shall engage in Integrated Resource Planning for the purpose of 
evaluating and diversifying their electric supply options efficiently and at the lowest cost 
to their customers.. ..As part of the initial IRP process, to immediately attempt to stabilize 
the long-term outlook for Standard Offer Supply in the DP&L service territory, DP&L 
shall file on or before August 1, 2006 a proposal to obtain long-term contracts. The 
application shall contain a proposed form of request for proposals (“RFP”) for the 
construction of new generation resources within Delaware for the purpose of serving its 
customers talung Standard offer Service. Such proposed RFP shall include a proposed 
form of output contract. .., which contract shall have a term of no less than ten (10) years 
and no more than twenty-five (25) years. Such RFP shall also set forth proposed selection 
criteria based on the cost-effectiveness of the project in producing energy price stability, 
reductions in environmental impact, benefits of adopting new and emerging technology, 
siting feasibility and ternis and conditions concerning the sale of energy output from such 
facilities.” 

Similarly, Maryland is considering modifications to its standard offer service policy. 
Objectives and strategies are currently being considered in Commission Case Number 
9064: a major policy review proceeding covering the provision of standard offer service 
(“SOS’) to residential and small commercial customers. 

In sum, some states that deregulated electric generation and adopted retail competition in 
the last decade are returning to an IRP-type of portfolio management, as opposed to 
relying solely on contract laddering with terms of one to a few years. This may provide a 
more robust form of portfolio management than is currently being utilized. 

A.5. Resources on state procurement practices 
For more information on the basic service procurement processes and results in the states 
that use a competitive process for procurement of their default service, see: 

NJ: www.bg;s -auction.com 

DE: littp://www.state.de.us/delpsc/documeiits/dp~sos~O22806.pdf 

http://www.state.de.us/dclpsc/docuiiients/vantaneO3O 106.pdf 

MD: http://www.psc.state.md.us/psc/AboutUs/Press/SOS2004.htrn 

littp://webapp.psc.statc.i~d.us/Lntraiiet/Casenurn~ewLndcx3 VOpenFile.cfin?Server 
FilePath=C%3A%5CCasenum%5C8900-8999%5 C8908%5C462.pdf 

ME: 
http://www.rnaiiie.g;ov/mpuc/industries/electricitv/standard offer/closed so solicitati 
~- ons.htrn1 

MA: 
http://www.rnass. nov/dte/restruct/competition/defaultservice.litm#Fixed%20Default 
%20Scrvice%20Prices 

l o  Electric Utility Retail Customer Supply Act of 2006, HB 6,  enacted April 2006 
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http://www.mass. gov/dte/restruct/conipetition/index.htm 

DC: http://w.dcpsc.org/pdf files/hottopics/PEPCO Press Release 030306.pdf 

http://www.dcpsc.org/pdf-files/hottopics/C%A PEPCO_New-Price.pdf 

IL: ICC Final Order Dockets 05-0 159 through 0 162, January 2006. 
http://WWW.illiiiois-auction.com/index.cfm?fa=bid.reginfo 

NY: PSC Case 00-M-0504. Proceeding on Motion of the Commission Regarding 
Provider of L,ast Resort Responsibilities, the Role of Utilities in Competitive Energy 
Markets and Fostering Development of Retail Competitive Opportunities. Statement 
of Policy on Further Steps toward Competition in Retail Energy Markets, August 25, 
2004. 
http://www3 .dps.state.iiv.us/pscweb/WebFileRoon~.1isf/~eb/O7 17FEU899AD 1 985 
256EFB006253F2/$File/20 1 b.00m0504.~df?O~enEleincnt 

0 

0 

0 
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In contrast to the practices seen in the deregulated states covered in Appendix A, the fiilly 
regulated states we surveyed generally had an integrated, active approach to portfolio 
management. Frequently these processes consider many factors affecting the need for 
electric resources, such as generation and transmission siting, system reliability, 
efficiency and renewable energy, rate design, and he1 diversity. 

California, Montana, Washington, and Oregon, for example, explicitly require 
consideration of price or environmental risk management in planning and procurement. 
However, each state’s approach to regulating risk management practices differs. More 
than any other state in the survey, California prescribes how utilities treat regulatory 
(environmental and cost recovery) and price risk in utility resource plans and is actively 
involved in utilities’ decisions about risk metrics and models. California is also the only 
state we interviewed that explicitly defines consumer risk tolerance in the context of 
procurement planning. With both regulated and deregulated utilities, Montana is an 
interesting case study of how risk management policy can translate from one regulatory 
construct (vertically integrated) to another (deregulated). Washington and Oregon require 
utilities to consider risk, but they leave risk management squarely in the hands of the 
utilities. Because cost recovery depends in part on the company’s risk management 
practices, utilities have a large incentive to keep up with developments in risk 
management theory and methods. In Oregon, specific regulations concerning risk are 
currently unfolding. Although Washington has generally taken a hands-off approach to 
risk management policy, incentives to account for risk in procurement planning and 
acquisition processes have spurred extensive and sophisticated modeling of stochastic 
variables, providing a solid foundation for least-cost/least-risk decision making. 

B.1. California 
In 2003, following a tumultuous two-year period of testing customer choice in retail 
markets, the California Public TJtilities Commission (CPUC) ordered the state’s investor 
owned utilities to resume planning and procuring resources to meet consumers’ electric 
load. The state’s Long-Term Procurement Planning process (L,TPP) is one part of overall 
resource planning, which is being coordinated and integrated with previously separate 
processes under the following headings: Community Choice Aggregation, Demand 
Response, Distributed Generation, Energy Efficiency, Qualified Facilities, Renewable 
Portfolio Standards (RPS), Transmission Assessment and Planning proceedings and 
Resource Adequacy requirements. Every two years, utilities are required to submit 
LTPPs detailing their prqjections of demand and laying out how they propose to meet 

’ For this survey, we reviewed background literature, regulations, and legislation on risk management 
practices and policies in fifteen US states and one Canadian province. We contacted the state public 
utility coinmission where we found indications that the state makes some explicit consideration of price 
or environmental risk management in its planning and Procurement processes. In all, we contacted 
eleven and interviewed eight commission staff members. 
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that demand over a 10-year horizon2 Analysis underlying and presented in the plans must 
include sensitivity analyses for load growth as well as for gas and market  price^,^ and the 
proposed resource mix must meet the criterion of least cost-best f i t 4  

California requires utilities to consider environmental factors, including the cost of future 
carbon reduction regulations, in their long-term planning and resource comparisons. 
Utilities are instructed to add $8 per ton of COZ to the cost of fossil-fired resources for 
planning purposes (i.e,, the adder is not used in ratemaking) to reflect the cost of climate 
change to California and to incorporate some of these resources’ financial, regulatory, 
and environmental risks into resource  decision^.^ The goal of this requirement is to 
reduce California’s dependence on fuel sources that pose considerable and increasing 
environmental risks. 

Also addressing the environmental externalities and regulatory risk associated with fossil 
fuels, California directs utilities to prioritize demand-side and renewable resources in the 
planning process. TJtilities are to follow the “loading order” established in the state’s 
Energy Action Plan (EAP), which seeks to optimize energy conservation and resource 
efficiency while reducing per capita demand.6 The EAP established the following priority 
list: 

1. Energy efficiency and demand response 

2. Renewable energy (including renewable DG) 

3. Clean fossil-fueled DG and clean fossil-fueled central-station generation 

The state and its utilities are meeting their goals for energy efficiency, suggesting that the 
planning process and loading order may have had some affect on procurement decisions. 
For example, SCE requested an additional $38 million for efficiency programs, to meet 
an anticipated energy shortfall. However, goals for demand response and renewables 
have been somewhat elusive, in part due to perceived increased risk of contract failure by 

’ Liz Baldwin, Regiilatory Assistance Project Electric Resource Long-range Planning Sziivey: Calfortiia. 

’ Demand forecasts must include three levels of demand, with a high load forecast that is set at the 9.5”’ 
May 20,200.5. 

percentile. Scenario analysis of energy and gas costs is likewise to be evaluated at the 9.51h percentile. 
(CPUC, Riding and Scoping Meino .3 71 16 in Ruletnaking 04-04-00.3, Jut1 4, 2004) 

Liz Baldwin, op. cit 
’ 1J.S. EPA. Clean Energy-Etivii-onn?et?t Guide to Action: Policies, Best Practices, and Action Steps for 

States, April 2006. Available at http://epa.gov/cleanenergy/stateandlocal/guidetoaction.htln. 

http://www.energy.ca.gov/energy action plad2003-05-08 ACTION PLAN.PDF 
The loading order originates in the 2003 Energy Action Plan, proposed by a joint subcommittee of the 
California Energy Commission, the CPUC, and another agency that is now defunct. These agencies 
approved the final plan, which required the State Energy Resources Conservation and Development 
Commission to conduct assessments to address public-interest energy strategies including 
“identification of policies that would permit fuller realization of the potential for energy efficiency, 
either through direct progranunatic actions or facilitation of the market.” The Energy Action Plaii was 
required under SB 1389 (Signed Sep 14, 2002. Available at http://www.leginfo.ca.gov/pub/Ol- 
02//bill/sen/sb 1351-1400/sb 1389 bill 20020915 chaptered.htm1, accessed July 12 2006). 

State of California. 2003 Energy Action Plan. May 8,2003. 
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renewables, as well as transmission development and cost recovery risks. In part to 
address these problems, the CPUC combined long-term RPS planning with its general 
procurement planning proceeding (R.04-04-003). Also, it directed utilities to identifj and 
conduct contingency planning addressing impediments towards meeting the RPS.7 

Procurement plans are required to incorporate one or more procurement process features 
that, if adhered to, reduce the utility's risk of cost disallowances. These features include a 
competitive procurement process,' a benchmark-driven incentive rne~hanism,~ and a pre- 
established set of criteria on the acceptability and eligibility of procurement contracts for 
rate recovery. 

Taking into account the parties' positions, the CPUC analyzes each plan and may 
approve, modify, or reject the plans. The Commission may require compliance filings to 
resolve any deficiencies in the plans. Inclusion of an element in an approved LTPP does 
not constitute pre-approval, per se; the IOUs must get separate authorization for turn-key 
projects, self-build, and supply contracts of five years or longer." 

Procurement strategy is overseen by utility-specific Procurement Review Groups (PRG), 
which comment on (but neither approve nor disapprove) the details of each utility's 
proposed procurement processes and contracts (prior to their submission to the PUC for 
expedited review). PRG members include the PUC Energy Division, Office of Ratepayer 
Advocates staff, and interested parties who are not market participants, all subject to a 
non-disclosure agreement.12 The Commission monitors procurement decisions via 
quarterly reports submitted by the companies. Utilities must also file monthly risk reports 
assessing consumer exposure to market risk. l 3  

Guidance on specific risk measures evolved from the time of the energy crisis. Citing 
VAR's widespread use in financial markets, in commercial sofhvare, and in utility 
holding companies' anriual reports, the CPUC adopted SDG&E and PG&E's 

10 

U.S. EPA, op. cit.; Center for Resource Solutions Team, Achieving a .?.3% Reiiewable Energy Target, 
Nov. I ,  200.5. Prepared for the California Public Utilities Commission. Available at 
http://www.cpuc.ca.qov/word ~~df/misc/~chievine.nisc/Achievinq 33 Percent RPS Report.udf, accessed July 12, 
2006. 

The Commission, not the utility, specifies the format of that procurement process, as well as criteria to 
ensure that the auction process is open and adequately subscribed. If purchases are in compliance with 
the authorized process, they will be recovered in rates. (California SB 1037. Signed Sept. 6, 2005. 
Available at htti~://info.sen.ca.~ov/pul~/bill/sen/sb 1001-1050/sb 1037 bill 20050929 chaptered.html, 
accessed July 12, 2006.) 

' If approved, this incentive mechanism would authorize the utility to procure from the market, depending 
on how the company performs relative to commission-authorized benchmark(s). The incentive 
mechanism should be clear and achievable. In addition, it should contain quantifiable objectives and 
contain balanced risk and reward incentives. (California SB 1037, op. cit.) 

compliance with the approved procurement plan. (California SB 1037, op. cit.) 

7 

l o  Under this mechanism, the CPIJC will conduct an expedited review of the proposed transaction's 

I '  Liz Baldwin, op. cit. 
CPUC, Decision 02-08-071 in Rulemaking 01-10-024, Aug. 22, 2002; CPIJC, Resolution E-3857, ID# 

2979, Dec. 18, 2003. 
l 3  U S .  EPA, op. cit. 
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recommendation for reporting portfolio cost risk using TEVAR, the value at risk to 
e~pirati0n.l~ Further, it required that the utilities file monthly portfolio risk reports 
reflecting estimated portfolio risk for each month on a rolling 12 month basis, on a 
quarterly basis for months 13-24, and on an annual basis for months 25-60. Seeking 
transparency and consistency in risk management reporting, the CPIJC required 
validation of SCE’s proprietary, in-house portfolio risk model. 1 5 , 1 6  

Consumer risk tolerance, defined as the price that an average consumer would be willing 
to pay to reduce the risk of higher prices in the fbture, is specifically addressed in the 
context of procurement planning. For example, PG&E set a consumer risk tolerance 
level, measured by portfolio TEVAR, at one-cent per kWh over a rolling 12 month period 
in its 2004 short-term procurement plan.17 

More recently, SB 1037 emphasized the role of risk management in procurement plans. 
Objectives of the plans were clarified and redefined to include providing an appropriate 
balance of price stability and price level in rates, and to allow utilities to enter into 
financial and other electricity-related product contracts for the purpose of moderating 
price risk associated with serving retail customers. This law requires utilities to assess 
their portfolio price risk and risk management policy, strategy, and practices, including 
specific measures of price stability, and to include these assessments in their proposed 
procurement plans.” Furthermore, the utility must demonstrate that the procurement plan 

VAR stands for Value at Risk, a measure of the uncertainty of the value of resource portfolio. VAR is 
discussed in Section 3.5 and Appendix C of this report. TEVAR, or Value at Risk to Expiration, is a 
measure of risk over the entire holding period of the positions. It is of some interest that the confidence 
levels (e.g., 95% or 99%) to be used in these analyses were controversial. The CPUC has ultimately 
approved use of 85% levels on the understanding that more extreme confidence levels may be beyond 
the ability of the existing data to estimate in a stable manner. 

directing utility risk management practices, we need to balance our preference for an “even-handed’’ 
treatment on Procurement policy with an emphasis on transparency and consistency in risk management 
reporting. We recognize the importance of standardized risk reporting in order to measure ratepayer risk 
on an “apples-to-apples’’ basis and to ensure that utility Procurement decisions will benefit all IOU 
ratepayers in an equitable and unbiased manner. Establishing a coinmon benchmark is one way of 
ensuring that California’s ratepayers, regardless of utility, are equally protected from adverse risk, and 
thereby can reap the benefits of reliable energy at low and stable rates.” (CPUC Interim Decision D.03- 
12-062, in R 01-10-024, Dec. 18,2003) 

l 6  The CPIJC allowed SCE to use its model temporarily, contingent on the Company reporting on the 
methodology, assumptions, and formulas of the model. Validation would require an independent audit. 
If the model did not receive an unqualified model certification, SCE would be required to use a 
coinmercially available risk measureriient model. SCE later questioned the ability of an independent 
reviewer to assess the internal validity of its model but was overruled, The Coinmission clarified that 
certification required a determination that all the features of the model work as advertised, that the 
model is inathematically sound, and that the assumptions utilized by the model are reasonable. (Interim 
Decision D.03-12-062 in R 01-10-024, Dec. 18,2003) 

14 

l 5  The Commission stated, “while we continue to believe that it is unwise to be overly prescriptive in 

PG&E’s STPP was essentially subsumed into its L,TPP. (CPUC, Resolution E-395 1 I Sept. 22, 2005) 
I’ A portfolio should include “any utility-retained generation, existing power purchase and exchange 

contracts, and proposed contracts or purchases under which an electrical corporation will procure 
electricity, electricity demand reductions, and electricity-related products and the remaining open 
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will “create or maintain a diversified procurement portfolio consisting of both short-term 
and long-term electricity and electricity-related and demand reduction products.” SB 
1037 also allows the commission to use hnding to obtain independent consulting 
services to evaluate risk management and ~trategy.’~ 

B.2. Montana 
In 1992, the Montana Public Service Cornmission (MPSC) enacted IRP guidelines that 
encourage electric utilities to develop and implement least cost planning. Five years later, 
restructuring legislation established customer choice and mandated the fimctional break 
up of Montana Power Company. Montana Power Company was later purchased by 
Northwestern Energy (NWE), which became the default supply utility (DSU) in most of 
the state. The other major investor-owned utility, Montana-Dakota Utilities (MDTJ), 
which provides power in eastern Montana, was exempted from restnicturing and 
remained a vertically integrated utility.20 In 2003, the PSC enacted guidelines on long- 
term portfolio planning, management, and resource procurement for default service 
electricity supply. As a result, there are two separate planning processes applying to the 
two major service territories: traditional integrated resource planning (applicable to 
MDU) and electricity resource planning and procurement for default service customers 
(applicable to W E ) .  

IRP guidelines 

Montana’s IRP guidelines provide a fairly comprehensive framework for conducting least 
cost planning and addressing a variety of costs and risk factors. The guidelines place 
strong emphasis on managing and reducing risks associated with resource choices in a 
manner that addresses environmental, societal, and ratepayer risks as well as risks to 
shareholders. The IRP rules require that utilities consider all available resource options, 
including DSM, and evaluate these options based on a broad range of resource attributes. 
Using “best available” methodology, resource plans should explicitly evaluate 
quantifiable and non-quantifiable environmental externalities, including the uncertainty 
and risk associated with fiiture environmental regulations, uncertainty regarding the size 
and importance of external environmental costs, and environrriental costs associated with 
continued operation of existing resources. 

Although utilities determine the sources of risk using their own techniques and judgment, 
the IRP guidelines suggest that utilities consider these potential sources of risk: 

0 resource lead-time, 
water availability, 

0 hture load growth, 

position to be served by spot market transactions ” (California SB 1037, signed Sept. 29, 200.5. 
http://info.sen.ca.aov/pub/bill/sen/sb 1001-10.50/sb 1037 bill 20050929 chaptered.htm1) 

l 9  California SB 1037, op. cit. 
‘“PacifiCorp was also affected by restructuring. PacifiCorp sold its Montana service territory to Flathead 

Electric Cooperative. Rural electric cooperatives opted not to open their territories to competition. 
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shortcomings of various forecasting methods, 
performance and useful lives of existing resources, 
costs and performance of kture demand- and supply-side resources, 
the rate of technological change, 
future fuel availability and price, 
the existence and social evaluation of environmental externalities, and 
the future sociopolitical and regulatory environment 

The IRP guidelines also present a list of potential planning techniques for utilities to 
consider for managing risks associated with the above sources: 

0 

0 

0 

assessing the risk of resource alternatives, 

developing resource options that increase scheduling flexibility, 

developing small, short lead-time resources that better match loads with resources 
and reduce the amount of, and period over which, capital must be invested to meet 
future load growth, 

diversifying the resource portfolio to allow adaptation to a range of future 
outcomes, 

0 

e 

0 

0 

0 

managing loads to increase utility control over resource requirements, 

encouraging the acquisition of resources through competitive processes, 

incorporating consumer response to rate design into forecasting models, 

providing for public involvement and education in resource decisions, and 

maintaining a transparent integrated least cost resource planning and acquisition 
process (i.e., one which produces resoiirce plans that can be reasonably 
understood by the public and the commission).21 

The guidelines require that demand-side resources be given special consideration in 
resource evaluation.22 Utilities are required to weight and rank existing and potential 

2' Montana Administrative Rules, sub-chapter 20: L,east Cost Planning - Electric Utilities. 38.5.2004 
22 The IRP guidelines also include provisions on sizing and evaluating demand side resource options. The 

impact of price-induced conservation (Le. conservation undertaken by customers in the absence of any 
utility-sponsored program) should be accounted for either in the load forecast or as part of the total 
available resource The revenue impacts of decreased sales resulting from demand-side resources are 
not added to cost of acquiring such resources. Also, in considering demand-side resources, until a point 
at which there are no market barriers or market failures that may interfere with investment in demand- 
side resources, as opposed to supply-side resources, demand-side resources are considered cost- 
effective up to 1 15% of the utility's long-term avoided cost The total societal cost test and the total 
resource cost test are required elements of an IRP. (Montana Administrative Rules , sub-chapter 20: 
Least Cost Planning - Electric Utilities. 38.5.2004; Liz Baldwin, Regdatory Assistar7ce Project Electric 
Resoitrce .Long-range Platming Sirrvey Montana. Sept. 29,2005) 
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resources on the basis of, in part, their environmental impacts. In evaluating potential 
resource options, utilities should recognize protected areas and any areas inhabited by 
protected wildlife. Utilities are encouraged to recognize the positive externalities 
associated with resources that correct or reduce existing environmental damage. 
Furthermore, utilities should conduct sensitivity analyses to determine if rnore 
environmentally benign resource alternatives can provide equivalent benefits at a lower 
societal 

Special attention is given to consistency between the IRP and rate making processes in 
the IRP guidelines. The importance of this consistency is particularly emphasized for rate 
stability. In addition, IRPs must explicitly recognize rate design opportunities to develop 
demand-side resources. 

While the determination of how to assess environmental externalities and risk factors is 
left to the utility, the guidelines do require that the utility clearly and thoroughly 
document the decision process for choosing resource options. 

Default electric supplier procurement guidelines 

Montana’s largest restructured IOU, Northwestern Energy, is sub,ject to Montana’s 
default electric supplier procurement  guideline^.^^ These guidelines were developed with 
the following stated ob,jectives: 

0 Provision of adequate, reliable default supply services, stably and reasonably 
priced, at the lowest long-term total cost 
Pricing that is both equitable and promotes rational, economically-efficient 
consumption and retail choice decisions 
A balanced, environmentally-responsible portfolio of power supply and demand- 
side management resources, coordinated with economically-efficient cost 
allocation and rate design 
Diversity with respect to resource types and contract durations 
Dissemination of information to customers regarding the mix of resources in the 
supply portfolio and corresponding level of emissions and other environmental 
impacts 

0 

0 

0 

23 The screening process in Montana’s IRP guidelines requires that the cost assigned to each resource 
reflect all relevant attributes. Attributes generally include those that influence utility costs as well as 
long-tern1 societal costs, including risk and uncertainty. Other attributes to be considered are 
environmental externalities, the overall efficiency with which the resource produces energy services, 
administrative costs of acquisition programs, the cost effectiveness of the resource within the context of 
the utility system, reliability, and associated transmission costs. (Montana Administrative Rules, sub- 
chapter 20: Least Cost Planning - Electric IJtilities. 38.5.2004) 

” In Northwestern Energy‘s territory, there is currently no competitive supply available for residential and 
small business customers. A statutory change in 2005 will allow entities to aggregate residential and 
sinall business customers, subject to regulatory approval. The Commission lacks authority to adopt 
portfolio rules for aggregators, but it may be approving some sort of planning guidelines in the future. 
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Underlying Risk Factor Price 
Uncertainty Risk 

X Fuel prices and price volatility 
Environmental regulations & taxes X 

Default supply rates X 
(including carbon regulation) 

Each DSU is required to develop an Electric Default Supply Procurement Plan (EDSPP) 
to comply with these objectives. This plan is based on a comprehensive resource needs 
assessment, considering all aspects of customer load, resource availability, and product 
type availability. The plan must assess the resource diversity and flexibility of the 
existing portfolio, as well as the effect of cost allocation and rate design on fiiture 
resource needs. To evaluate these factors independently of resource options, DSUs must 
employ rigorous computer modeling and analysis in the portfolio management and 
resource procurement processes. Analyses must also be used to develop least-cost 
scenarios and conduct risk sensitivity analyses for the various options. Table B.2.1 shows 
the risk factors that DSUs are required to consider. 

L,oad 
Uncertainty Risk 

X 
X 

Transmission constraints 
Weather 
Supplier capabilities 
Supplier creditworthiness 
Contract terms and conditions 

I Competitive suppliers' prices I X  I 
X 
X X 
X X 
X 
X X 

DSUs must apply cost-effective resource planning and acquisition techniques to manage 
and mitigate the risks posed by the factors shown in Table B.2.1, above. Such techniques 
include contingency planning, portfolio diversification, and transparency in the planning 
and procurement process. These utilities must balance environmental responsibility with 
other portfolio ob,jectives, including lowest long-term total cost, reliability, and price 
stability. 

The guidelines require DSUs to develop methods for incorporating portfolio ob,jectives 
into the resource procurement, for example by weighting resource attributes and ranking 
bids in competitive solicitation processes. The guidelines suggest that weights may be 
given to reflect, among other things, contributions to achieving optimal resource 
diversity; project feasibility (and risk) with respect to engineering, development, and 
financing; supplier creditworthiness (counterparty risk); and fuel source, associated price 
volatility, and regulatory risk (including regulations on carbon emissions). 

A default service provider should evaluate the performance of alternative resources under 
various loads and resource combinations through scenario, portfolio, sensitivity, and risk 
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analyses. As an example of these modeling efforts, for its 200.5 EDSPP, W E  conducted 
a 20-year horizon resource planning analysis involving the following steps: 

1. Define the load obligation 

2. Accumulate data on resource options and model inputs, including expected 
carbon costs and gas and electricity price forecasts 

3. Create portfolios of resources that are representative of the feasible possibilities 
that NWE could pursue 

4. Conduct intrinsic analysis25 of the portfolios to identify key risk drivers, and 
employ scenario analysis for gas and electricity prices, load, and C02 
regulations26 

5.  Select the most robust portfolios, considering the major risk factors inherent in the 
portfolios 

6. Conduct the final screening of the most robust portfolios using stochastic analysis 
using thousands of simulations 

7. Select the best portfolios based on their placement on a risk-adjusted mean 
efficiency frontier27 

8. Conduct qualitative analysis of the best portfolios 

9. Create an Action Plan outlining how the selected resource characteristics will be 
acquired over the time frame of the Plan 

NWE ran PCI GenTraderB, an energy supply portfolio modeling and generation dispatch 
model, for steps four, six, and seven (listed above).28 

For approval of a power purchase and sale agreement, NWE employed somewhat 
different methodology. NWE used GenTraderB to model both the current portfolio of 
resources and the best portfolio mix going forward. Also, it evaluated portfolio 
performance by a different measure of portfolio risk measure, calculated by adding 70 

‘ 5  Intrinsic analysis employs fixed market prices and static resource assumptions. (Northwestern Energy, 
200.7 Electric Defaitlt Supply Resource Procurement Plan) 

” The analysis considers the potential implementation of a COz tax using forecasts of medium, high, and 
zero taxes. The expected case (medium) was drawn from NPCC’s estimate of a 67% chance of a 
$6.00/ton-C02 charge starting in 2010 and rising to $14/ton in 2017. Zbid. 

difference between the mean and the average of the worst 10% of stochastic draws. NPCC also uses this 
metric. Zbid 

’’ GenTraderO is a “widely used” tool that evaluates complex power portfolios of both generators and 
energy contacts. In the MPSC’s Comments, it noted that other models might be more useful in this 
context-for analyzing and evaluating dynamic resource portfolios-because it does not employ 
iterative modeling techniques. Zbid. 

” For step seven, NWE employed a risk metric that compares the expected outcome (the mean) to the 
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percent of the stochastic mean portfolio cost to 30 percent of the 95 percent confidence 
level portfolio 

The default electric supplier procurement guidelines also address staffing and tools for 
risk management and mitigation, but only briefly. They recommend that utilities seek 
upfront and substantive input from an independent advisory committee of technical and 
public policy experts, for the purpose of mitigating risk and optimizing resource 
procurement outcomes relative to portfolio objectives. The guidelines also advise utilities 
to employ “adequate” staffing and technical resources for risk management; other 
suggested tools include using diversity (fuels, technology, contract terms) and 
contingency planning. Transparent planning and procurement process is also considered a 
cost-effective resource planning and acquisition technique for managing and mitigating 
risks. 

As a requirement of providing default electric supply service, a default supplier is 
required to also provide customers with the option of choosing a “green” product 
composed of or supporting power from certified environmentally preferred resources 
such as wind, biomass, solar, or geothermal resources. Further promoting resource 
diversity, the Montana PSC recently adopted a rule establishing a Renewable Energy 
Resource Standard. 

The Montana PSC is not required to explicitly “approve” resource plans filed by 
restructured or traditional utilities, therefore recoverable costs associated with an 
implemented plan are not guaranteed in rate cases. 

6.3. Washington 
The Washington Utilities and Transportation Commission (TJTC or Commission) 
considers utility portfolio and risk management practices in three interrelated processes: 
integrated resource planning (IRP), competitive resource acquisition, and, more 
tangentially, in cost recovery. 

In 1987, Washington implemented an IRP process with filings required every 24 months. 
As a part of the IRP process, utilities must conduct a “detailed and consistent” analysis 
considering, at a minimum, resource cost, dispatchability, and effect on system operation; 
market-volatility and risks imposed on ratepayers; uncertainties regarding demand-side 
resources; regulation or policy change at the state and federal level; and environmental 
policy risks, including the cost of COZ  emission^.^' The Commission does not require that 
IRPs consider externalities explicitly, although these issues may be considered in other 
proceedings. 31 

l9 MTPSC Docket 2004-3-45, Order 65.57~. 
30 WAC 480 100 238. 
3 1  Utilities that have service areas in other states that require consideration of externalities generally include 

these factors in their Washington IRPs. Liz Baldwin, Regulatory Assistance Project, Electric Resource 
Long-range Plarinirig Stcivey: Washington. Sep 2005. Available at http://w~.raponline.org/. 
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In the IRP process, utilities must consider a wide range of commercially available, 
conventional and non-conventional supply- and demand-side options.32 This directive for 
an inclusive review of resources, together with risk evaluation requirements, spurred 
utilities to begin conducting extensive simulation analyses of many different resource 
portfolios, each over many different futures. For their IRPs, utilities compare the 
performance of these portfolios, allowing selection of one with minimal cost and risk for 
a given price and risk tolerance. 

Although utilities are not specifically required to include DSM in resource portfolios, 
they have begun to do sophisticated analyses to more accurately represent the cost 
reduction and risk mitigation benefits that DSM brings to a portfolio.33 For example, in 
its 2005 IRP, Avista analyzed conservation measures using hourly avoided costs (as 
opposed to the more common use of annual figures), load shifting, and on-peak versus 
off-peak value.34 

Risk management practices in Washington have improved greatly in the last five years, 
due to use of stochastic (and other) models and the availability of computing power to 
produce more robust results. Generally, the present value of revenue requirements is 
computed over many trials (200-300 iterations), and the mean of the variants provides a 
measure of risk.35 For example, Puget Sound runs an enterprise-wide database 
management tool-KW3000 by Kiodex-as its core risk management software that is 
used to run large numbers of scenarios and to evaluate the firm's position.36 While many 
risk factors, including weather and price variability, are evaluated using stochastic 
analysis, some risk factors are generally not considered stochastically; potential policy 
changes, for example, are generally evaluated using scenario analysis.37 

The purpose of the IRP is largely for dissemination of information within the company 
and to the UTC, ratepayers, investors, and other stakeholders. If the Commission finds 

32 Although transmission and distribution are not explicitly evaluated in IRP, they are generally considered 

33 The rislc mitigation benefits that energy efficiency, other DSM, or renewable resources provide are 
if they are impact or are impacted by other measures. Liz Baldwin, op. cit.. 

accounted for in the IRP through a "consistent" comparison of all resources and extensive analysis of 
the performance of portfolios with different resource mixes under varying conditions. Washington does 
not confer special status to these resources in the resource planning and acquisition processes on the 
ground that their effects on risk vary. For example, while renewable resources may provide an excellent 
hedge against the price of fuel, they may have less value in ternis of reliability, price, supply, and 
strategic risk mitigation. Phone interview, Hank McIntosh, WA Utilities and Transportation 
Commission, Integrated Resource Planning. Jan. 27, 2006. 

http://www.nwcurrent,coin/efficiency/industrial/l978 1 17.html 

Planning. Jan. 27, 2006. See also Northwest Power and Conservation Council. (NWPCC) 2003. Power 
Supply Adequacy Forzrm: State IRP Reqtrirernents and Issues. Available at 
http://www.nwcouncil.org/energy/powersupply/adequacyforum/ 

practice. Moreover, it needs a lot of input and time. (Phone interview, Hank McIntosh, WA Utilities and 
Transportation Commission, Integrated Resource Planning. Jun. 28,2006.) 

34 Linda Anderson, "Avista Utilities aims high on efficiency," nwczrrrent. Nov 29, 2005. 

35 Phone interview, Hank McIntosh, WA Utilities and Transportation Commission, Integrated Resource 

36 Possibly relating to the large number of scenarios, the software has been cumbersome and slow in 

" L,iz Baldwin, Sep 200S(b), op. cit. 
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that an IRP is consistent with its rule, it issues an acknowledgment during a public, non- 
litigated process. This formal acknowledgment does not, however, represent a 
determination that a plan is reasonable, nor does it reduce the utility’s regulatory risk in 
future proceedings, per se. TJtilities are expected to justify resource procurement 
decisions in rate cases in light of any new opportunities or conditions that occurred after 
the IRP was issued. 

Utilities are given a great deal of leeway in the methodology and assumptions used in 
developing their IRPs. A utility may, for example, choose the planning horizon (although 
long-run and short-nin components are required), the assumed cost of compliance with 
COZ regulations, and acceptable levels of reliability and price escalation risks.38 Utilities 
can choose to reject Staffs technical advice on modeling methods39 but rarely do so. To 
the extent that decisions subject to prudence review are founded on the IRP, it is in the 
utility’s interest that Staff and other interested parties understand the proposed plan, 
including underlying modeling and assumptions, sufficiently well to participate in the 
plan’s development. For this reason, the utility usually involves these parties the plan’s 
development and may revise the plan multiple times based on their feedback. 

While risk over the long term is generally dealt with in the context of the IRP, short term 
risk may be considered in other ways. At Avista, risk management policies focus on an 
1 8-month horizon, consistent with available product terms and the uncertainty associated 
with hydro  condition^.^' 
Following submission of its IRP, the utility submits a draft request for proposals (RFP), 
consistent with the resource needs and preferences identified in the IRP but open to all 
resources, as well as a set of bid evaluation criteria for Commission approval or 
suspension. The evaluation criteria and ranking process for proposals must also be 
consistent with the stated goals of the IRP and include consideration of a resource’s cost, 
dispatchability, and effect on system operation. In addition, RFP evaluation should 
consider risks to both shareholders and ratepayers with, for example, criteria for credit 
and financial risk, price volatility, climate change regulatory risk, and resource preference 
under federal or state policy. Finally, ranking criteria must consider unique risks posed by 
different technologies, fuel sources, financing arrangements, and contract  provision^.^^ 
Bidder response to the RFP provides data for verifying the accuracy of resource cost and 
availability models and assumptions used in the IRP, such that these models and 
assumptions can be improved for future planning purposes.42 The W P  data inform the 
utility’s decisions going forward, and the Commission may use this information when 
evaluating utility performance during rate cases.43 

’’ WUTC General Order No. R-526, .Jan 4,2006, Docket IJE-0303 11. 
39 Liz Baldwin, Ibid. 

Phone interview, Rich Stevens, Director of Corporate Risk Management, Avista Jun. 30, 2006. 40 

41 

42 

WAC 480-107-015, -025, -035 
The results of the RFP are also used to determine the utility’s avoided cost, which serves as the price to 

be paid to qualifying facilities under PURF’A. 
WAC 480-107-015, -025, -035 43 
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Risk and risk management policy are also considered during prudence reviews. Utilities 
bear the full weight of their decisions regarding risk and price-risk tradeoffs, and they 
must later defend these choices during prudence review. There is no pre-appr~val .~~ 
Utilities have risk management policies, but they are voluntary45 and produced within the 
companies. For example, Avista's risk management policy is written and approved by its 
portfolio management committee, comprised of upper management at Avista. Avista 
shares risk management polices with certain regulators subject to the confidentiality 
agreements. Although regulators provide comments, they have taken a hands-off 
approach to the development of these policies.46 

B.4. Oregon 
Since 1989, Oregon has required investor-owned gas and electric utilities to file 
individual integrated resource plans with the Oregon Public Utilities Commission 
(OPUC) every two years.47 The primary goal of Oregon's IRP process is to acquire 
resources at the least cost to the utility and ratepayers in a manner consistent with the 
public interest. These resource plans must consider risk and cost-risk tradeoffs. Utilities 
have employed risk factors such as price volatility, weather, and the costs of current and 
potential federal regulations, including regulations that address COZ emission 

impact planning, such as potential changes in market structure, the establishment of 
renewable portfolio standards, changes in transmission operation and control, and the 
effect of PacifiCorp's multi-state process on regulation and cos t - rec~very .~~ 

In recent years, the utilities have considered non-quantifiable issues that 

44 NWPCC 2003 
45 Phone interview, Hank McIntosh, WA IJtilities and Transportation Commission, Integrated Resource 

Planning. Jan. 27, 2006. 
Phone interview, Rich Stevens, Director of Corporate Risk Management, Avista. Jun. 30,2006. 36 

47 The original IRP order, No. 89-507, was modified in 1993 in Order No. 93-695, which set out guidelines 
for utilities to quantify external societal costs. In 93-695, the PUC found that mandating consideration 
of externalities was outside of its jurisdiction unless these costs are likely to be internalized in the 
future. Accordingly, the guidelines recommend that utilities incorporate cost adders to account for 
potential federal-level carbon regulations. 

In its most recent IRP, PacifiCorp looks at four primary risks: load variation, natural gas and electric 
price variation, hydro variation, and forced outage rates. It also conducts scenario analysis for some 
"what if?" risks. For example, COZ risk was considered in a scenario analysis, which employs simpler 
models than are used for analysis of the primary risks. (Phone interview, Maury Galbraith, OPUC 
Energy Division. Feb. 3, 2006) 

39 Although Oregon is covered by the federally-mandated Northwest Power and Conservation Council 
(NWPCC) plan, Oregon utilities only consider this analytically sophisticated plan peripherally in the 
IRPs. Northwest electric power and conservation plans are available at 
httD://www,nwcouncil.org/librarv/r)efault.htni. 

States, April 2006. Available at http://epa.eov/cleanenergy/stateandlocal/puidetoaction.htin. 
U.S. EPA. Clean Eirergy-Environment Guide to Action: Policies, Best Practices, and Action Steps for 50 
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In docket UM 1056, the OPUC is currently considering changes to its IRP requirements 
and guidelines. The most recent proposal, put forth by Staff in docket UM 1056 includes 
these requirements and guidelines, in part: 5 1  

e Utilities should evaluate all supply- and demand-side resources on a consistent 
and comparable basis, using consistent, clearly defined assumptions and methods 
for evaluation of all resources. Utilities should provide a comparison of resource 
fuel types, technologies, lead times, in-service dates, durations, and locations in 
portfolio risk modeling. Demand side resources should be evaluated on par with 
supply side resources, and any potential savings in distribution system costs from 
these resources should be identified. 

0 Uncertainty and risk niust be considered in the IRP. At a minimum, utilities 
should address uncertainty due to load requirements, hydroelectric generation, 
plant forced outages, natural gas prices and electricity prices. Utilities should 
identify in the plan any additional sources of uncertainty. The analysis should 
recognize the historical variability of these factors as well as future scenarios. 
Discussions on specific risk evaluation metrics are ongoing.52 

The primary goal is the selection of a portfolio of resources with the best 
combination of expected costs and associated risks and uncertainties for the utility 
and its  ratepayer^.'^ To this end, utilities should consider all costs with a 
reasonable likelihood of being included in rates over the long term, which extends 
beyond the planning horizon and the life of the resource. The plan should include 
analysis of current and estimated future costs for all long-lived resources (such as 
power plants) as well as short-lived resources (such as short-term power 
purchases) for a planning horizon of at least 20 years. Utilities are required to 
address risk by analyzing resource alternatives using measures of cost-variability 
and the severity of bad outcomes, and by evaluating portfolios for a range of 
discount rates. These plans must analyze the effect of potential compliance costs 
related to global warming on costs and risks for the resource portfolios under 
consideration, as well as risk mitigation ~ t r a t e g i e s . ~ ~  The plans should also 
consider how costs and risks are affected by the use of physical and financial 
hedges. 

5' Staffs Reply Comments, filed Sept. 30, 2005 in docket UM 1056 (Public Utility Commission of Oregon) 
52 Currently, the risk techniques employed in IRP are not consistent with those used in ratemaking 

processes. That could change in the future. Staff and PGE are investigating whether IRP tools could be 
used to normalize costs for ratemalting purposes. Phone interview, Maury Galbraith, OPUC Energy 
Division. Feb. 3,2006 and Jun. 28,2006. 

53 To achieve the best combination of resources, utilities trade off cost and risk, with the understanding that 
it might be worth it to pay more for a portfolio that displays less volatility. (Phone interview, Maury 
Galbraith, Jim. 28, 2006 Op. cit.) 

IJtilities are including a COz adder as a base-case assumption, in addition to running COz cost scenarios 
for a range of prices ($0 to $40/ton, 1990$). In its 2006 planning cycle, PacifiCorp is looking at phase- 
in strategies where the COz adder ramps up over time. 

54 
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Additionally, the Staff‘s proposal continues the requirement that the public be allowed 
adequate involvement in development of the plan. 

A parallel docket, UM I 182, is updating competitive bidding guidelines for resources 
above a certain size, including how bids should be evaluated and how bidding should 
mesh with IRP processes and criteria. Price-risk tradeoffs are also at issue in yet another 
open docket, UM 1066, which is reviewing whether the Coinmission should modify its 
requirement that all new generating resources go into rates at market price (undefined), 
rather than in the utility’s rate base at cost. The current rules include a waiver process. 

Currently, the Commission reviews the filed IRP-including its treatment of risk-and 
either acknowledges it, in whole or in part, or sends it back to the utility for modification 
and resubmission. Although the OPUC does consider IRPs in future rate-case 
proceedings, a formal acknowledgment of an IRP does not ensure favorable rate-making 
treatment for costs associated with resource a c q ~ i s i t i o n . ~ ~ ’ ~ ~  The significance of 
acknowledgment for future prudence review has been raised in TJM 1056. j7 

Risk is also considered during rate cases on power costs, and adherence to companies’ 
risk policies has made an impact on rate treatment. For example, the OPUC determined 
that PGE imprudently deviated from its risk policy when it contracted for power before 
forward markets demonstrated liquidity. The OPUC disallowed the difference between 

55 Oregon PUC Order No. 89-507 set forth the Coinmission’s role in reviewing and acknowledging a 
utility’s least-cost plan. The Coinmission reviews the plans submitted by utilities and either 
acknowledges them, in whole or in part, or returns them for modification, based on its assessment of the 
plans’ adherence to the principles set forth in this and more recent orders. L,egally, the Coinmission is 
required to reserve judgment on rate-making issues. However, the Coinmission considers the IRP and 
ratemaking processes to be linked. In rateinaking proceedings, the Cormnission gives weight to actions 
that are consistent with an acknowledged IRP, and utilities are expected to explain actions that are 
inconsistent with acknowledged plans. (OPUC Staff Report. April 18, 2003. Docket No, LC 33. 
http://www.oreezon. eov/PUC/ineeti1iss/uineiiios/2003/0SO703/re~3 .udf) 

56 Acknowledginent of specific risk management practices have been proposed. For example, PGE’s Action 
Plan Supplement in case LC 33 requested acknowledgment of PGE’s continued reliance upon 
rateinaking tools, including internal insurance, reserve funds, and deferred accounting, for managing 
risks that have a low probability but a high cost to insure externally. Staff opposed acknowledging this 
practice, because “different risk mitigation tools are appropriate for different resource acquisition 
strategies,” further stating that Staff “cannot assess how PGE should mitigate risk because it will not be 
requesting acknowledgement of specific resource acquisition actions until it files its Final Action Plan.” 
PGE later withdrew this request. (OPUC Staff Report. Op. cit.; OPUC, Partial Plan Acknowledgment, 
Order No. 03-461, Aug. I ,  2003) 

57 In UM 1056, Staff initiated discussion on the significance of acknowledgment for a prudence hearing or 
rate case regarding an investment or purchase. Both PGE and PacifiCorp (and other parties, including 
Idaho Power) submitted coinrnents. PacifiCorp maintained that what is known or knowable by the 
utilities is appropriately considered in the IRP planning cycle and asked the Coinmission to clarifL that 
it won’t revisit what was known or knowable at the time the IRP was acknowledged in later 
proceedings. (PacifiCorp’s Opening Comments. Sept. 9, 2005. Docket UM 1056, p. 21-22) Staff 
opposes PacifiCorp’s proposal. (Staffs Reply Comments, filed Sept. 30,2005, in OPUC docket UM 
1056.) 
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the actual purchased power costs and what costs would have been, had PGE followed its 
purchasing  guideline^.^' 
Although Oregon does not require utilities to have risk management policies, all investor- 
owned utilities (Idaho Power Co., PGE, and PacifiCorp) have them. Generally these 
policies are developed and approved by risk management committees consistiiig of 
company staff. 

Risk metrics employed vary from utility to utility, although value at risk (VAR) and the 
variance of portfolios’ PVRR is commonly used for resource planning. In its 2004 IRP, 
PacifiCorp evaluated resource portfolios using the following measures of PVRR 
variability: stochastic average PVRR (stochastic variable costs plus the deterministic 
fixed cost), upper tail PVRR (average of five worst results), and standard deviation and 
variance. As with metrics, risk management software also varies from utility to utility. 
Portland General Electric has just begun using Aurora for resource planning models. 
PacifiCorp uses Planning & Risk by Global Energy Decisions and adds on internally- 
developed, system-specific models for its IRP. 59 

Formal treatment of risk allocation between shareholders and ratepayers generally occurs 
during rate cases. In these proceedings, a company’s recovery of costs hinges on the 
prudence of its decisions based on information reasonably available to it on, among other 
things, the risk those decisions pose to consumers.6o In theory, rate cases deal with risk to 
shareholders through the rate of return, but in practice this relationship is not specifically 
modeled. In recent filings, some intervenors argue that there should be reduction in the 
rate of return if the companies are granted purchase cost adjustment eligibility or other 
measures that reduce utility risk. 

Most staff members at the Commission who deal with energy risk management are 
economists, with skills and experience in economic and financial analysis, return on 
equity, and cost of capital.61 

OPUC Order 02-772. Oct 30,2002. Case docket UE-139. 
59 Our respondent has not used Planning & Risk but notes that the training provided by the software 

developer was excellent. (Phone interview, Maury Galbraith, June 28,2006) 
6o Allocation of risk was also considered in docket UE 165, specifically with respect to PGE’s request for a 

power cost adjustment mechanism (PCAM) to help it deal with the fluctuations in earnings due to hydro 
availability and power market prices. Under a rejected stipulation, the PCAM would have created an 
asymmetrical band around System Dispatch Cost Variance, in which consumers would have been 
charged for these costs in excess of $15 million, whereas shareholders would return excess earnings 
greater than $7.5 million to ratepayers. Among other things, this stipulation would have required PGE 
to obtain consultation services for analyzing the statistical distribution of net power costs as well as the 
variability and correlations between hydro generation, electricity prices, natural gas prices, system load, 
and forced outages. In its order rejecting elements of the stipulation, the Commission cited the 
stipulating parties’ failure to provide analysis on how often the PCAM would likely be triggered and 
that it would be revenue-neutral. (Order No. 05-1261, Dee. 21, 2005). 

Cathie Murray, Regulatory Assistance Project, Electric Resoitrce L,ong-range Planning Siiwey: Oregon. 
September 2003. Available at http://WWW.raponline.org/. 

61 
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c.1. Overview 
This appendix discusses several computer models for portfolio management and some 
practical issues concerning the selection and use of such models. The particular models 
presented are some of the better known ones, but an exhaustive list is beyond the scope of 
this report. 

In considering available tools for portfolio management in the context of electricity, 
several factors must be considered: 

1. Type of organization, e.g. integrated utility or a load serving entity 
2. Time frame for planning, e.g. less than a year, several years, decade or more 
3 .  Scope of consideration, e.g. management of energy and fuel contracts or total cost 

of delivered services 
4. Perspective, e.g. shareholders, customers, or society-or a combination thereof 

The tools that are available come from two different perspectives (1) financehnvestment 
and (2) traditional utility planning. The former flow from a highly developed quantitative 
practice and focus on the management of various financial instruments such as future 
contracts, laddering, and options. The software tools available in this category offer fairly 
sophisticated methods for evaluating risk. Contrastingly, those models and tools coming 
from the utility side tend to focus on fully representing the unique aspects of the electric 
utility industry, but are generally much less sophisticated in risk analysis. 

Regulators should keep in mind what the model was designed to do and what necessary 
simplifying assumptions are built in to it. Careful review of key input data is always 
necessary and it is wise to remember that even the best of models fed the best available 
forecasts can provide only informed estimates of future results. 

To give some idea of the range of tools for different aspects of electricity portfolio 
management, we reproduce in Fig. C. 1 the product diagram. from Global Energy 
Decisions showing their products and their applicability. 

New Energy Associates also offers a suite of products that breaks out the process in a 
slightly different way. (See Table C.2.) 

' httD://ww.plobalenergy.coin/solutions.asu 
' litto:l/www.iiewenergVassoc.coi~products/ 

~ 
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Analvt i cs Energy 

Market Analytics Froiit Office Solutions 
- 

Fig. C.l. Conceptual Approach of a Sample Portfolio Management 
Software System (Global Energy Decisions) 

Operations 

Generation Manageiiient 

Development 
Departments 

Market 
Forecasting 

Planning & Risk 

Capacity Expaiis ion 

Strategic Planning 

Generation 

Rack Office Solutions Load Forecasting 

Plant Management 

Maintenance Scheduling 

Trading & Risk 
Departments 

Strategy & Corporate 

Real-Time Desk Planning and Risk 

SOURCE Global Energy Decisions 

Global Decisions graphic, used by permission 

Marltct Analytics LMP I Middle Office Solutions I TSO Managcrnent 
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Table. C.2. Conceptual Approach of a Sample Portfolio Management 
Software System (New Energy Associates) 

I ~ t r a t e g y  and Planning I Trading and Market Operations 

1 PowerBase Suite 1 Monaco 

PROMOD Tv 
Strategist 
Marketpower 

MarketManager 
Retail Office 
NOSTRADAMUS 

I IMPACT I 
I SENDOUT I Generation Management 

I I Cockpit 

C.2. Load and Price Forecasting 
L,oad forecasting has been done since the beginning of the electric utility industry. The 
approaches used vary by the time scale involved. Short term forecasts of a day or less are 
based on typical hourly load patterns for the season and weather forecasts. Forecasts of a 
few years are generally derived from recent historic data and extrapolated with 
adjustments for weather and simple external drivers such as population growth and 
planned DSM programs. Common current practice is to incorporate weather variability in 
computing confidence intervals for peak load levels. The greatest change has occurred 
with long range forecasts. The old practice was to plot the historic load values on log 
graph paper and then draw a straight line into the future. More modern practices look at 
load growth by customer class and apply econometric methods to develop future values. 
In some cases the load components are broken down by end-use category. That approach 
is especially usefill for designing and evaluating Demand Side Management (DSM) 
programs. Over the years most entities have developed and refined their own custom 
tools for load forecasting. 

With the move in recent years to wholesale markets, a number of tools have been 
developed with integrate load and price forecasting. Some of these are quite sophisticated 
and consider transmission constraints and locational prices. 

There is considerable academic and professional literature on this topic. In recent years 
most efforts have been focused on short-term forecasting using such techniques as neural 
networks. 

Other sources of information 

NERC Load Forecasting Working Group: www.nerc.com/-pc/lfwp.html 

Electric Power Research Institute: www.epri.com 

Spatial Electric Load Forecasting by H. Lee Willis, Marcel Dekker, Inc. 
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Table. C.3. Load Forecasting Models 

Model 

~ 

I 
ESM - ENERGY 
SERVICES 
MANAGER 

EnerPrise Load 
Forecasting 

NOSTRADAMUS 

MetrixND 

AURORA 
Price Forecasting 

Desc rip tion 

Time Related Modeling System for 
time series data in a deregulated 
market. 

Comprehensive load analysis, 
modeling, forecasting, and settlement 
software system. 

Prospect load analysis, cost of service 
estimation, bid pricing. 
DSM project valuation and planning. 

Short to mid-term load forecasts for 
scheduling resources, communicating 
commitments with an ISO, and 
planning energy purchases/sales. 

A neural network-based short-term 
demand and price forecasting system 

~~ 

Forecasting techniques, such as neural 
networks, multivariate regression, 
ARIMA and exponential smoothing. 

Electric market forecasting tool that 
captures dynamics and economics of 
energy markets. Short and long-term 
forecasts. 

Company 

Economic Sciences 
Corporation 
www .econsci. com 

Global Energy Decisions 
www. globalenergy.com 

New Energy - Siemens 
www.newenergyassoc.com 

Itron 
www.itron.com 

EPIS 
www.epis.com 

Synapse Energy Economics - Portfolio Management Tools Page C-4 

http://globalenergy.com
http://www.newenergyassoc.com
http://www.itron.com
http://www.epis.com


Exhibit-WS-2 

6.3. ntegrated Syste 
Integrated system planning is about finding the right mix of supply and demand side 
resources that provide low cost and reliable electricity service, while also minimizing 
risks. This is much like the integrated resource planning that was done by utilities before 
deregulation. The goals are similar but the available components have changed 
somewhat. 

Table. C.4. Integrated System Planning Models 

Model 

Electric Generation 
Expansion System 
[EGEAS) 

PowerBase Suite 

EnerPrise Capacity 
Expansion 

AURORA 

PLEXOS for Power 
Systems 

Energy 2020 

1 eserip tion 

,east cost capacity expansion 
malysis. 

lower supply and transmission 
ilanning with market and risk 
malysis. 

Screening and evaluation of 
;eneration capacity expansion, 
.rammission upgrades, strategic 
petirement, and other resource 
ilternatives. It is an economic 
3ptimization model that considers 
resource expansion investments and 
Zxternal market transactions. 

Price forecasting, portfolio analysis, 
capacity expansion, risk and 
uncertainty analysis. 

Operational issues such as scheduling 
power, optimized unit commitment, 
transaction and risk evaluation, power 
station valuation, market analysis, 
transmission analysis. 

The ENERGY 2020 model is an 
integrated multi-region energy model 
that provides complete and detailed 
all-fuel demand and supply sector 
simulations. 

Company 

Electric Power Research 
institute 
lyww.epri.com 

New Energy - Siemens 
www.neweiiergyassoc.coni 

Global Energy Decisions 
www . globalenergv. com 

EPIS 
www.epis.com 

Plexos 
www.plexossolutions.com 

www.energy2020.org 
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C.4. anaging Forward Prices & Contracts 
An important aspect of portfolio management is organizing and managing market and 
contract information. 

Some of the types of products that could be monitored with software tools include: 

Spot pzwchmes involve paying market price on the day that the commodity is needed. 
Spot market pricing can be quite volatile, but requires no commitments. Spot 
market reliance protects against both falling demand and falling prices, but exposes 
the portfolio to risks from rising demand or prices. 

Forward contmcts: agreements between buyers and suppliers to trade a specific 
amount of a commodity at a pre-agreed upon price at a given time or times.3 
Payment is on the delivery date. Forward contracts avoid exposure to spot market 
volatility, but accept the risk that market prices may fall, that the counter-party may 
default, and that demand may fall. 

for a commitment from the supplier to reserve a certain quantity of the good for the 
buyer at a pre-negotiated price called the “strike price.” The cost of the option may 
increase the total price compared to the price (offered at that time) of a long-term 
contract, but one does not need to commit to buying a specific quantity. Typically, 
the option is exercised only when the spot price (on the date of need) exceeds the 
strike price of the option. This type of option contract is known as a “call” option; a 
similar option contract that gives the buyer the right to sell a certain quantity of the 
good to the seller (of the option) at a pre-negotiated price is known as a “put” 
option. 

for can differ based on a formula, but by no more than a given percentage 
determined upon signing the contract. Flexibility contracts are equivalent to a 
combination of a long-term contract plus an option contract. (Simchi-L,eve 2002) 

Each of these product types offers a different type and degree of pricing and flexibilityy. 
The goal of portfolio management may be thought of as finding the optimal trade-off 
between price and flexibility through an appropriate mix of low price-low flexibility 
(long-term contracts,) reasonable price but better flexibility (option contracts) or 
unknown price and supply but no commitment (the spot market.) Varying durations as 
well as contract types can help create an even mix. The role of software for managing 
contracts and options is to monitor (perhaps on a daily basis) the cost and riskiness of the 
inventory of such products and to analyze purchases and sales that might improve the 

Option contract: the buyer prepays a (relatively) small option fee up front in return 

Flexibility contracts: like a forward contract, but the amount to be delivered and paid 

The tenn or time period of a forward contract can be of whatever length the parties choose. It often 
begins sometime in the future. For example, power contract can be for one month, one year or for the 
life of a generator and may start immediately on signature, the next month, or one or more years into the 
hture. Forward contracts for less than one year are often called “short-tenn” contracts. To be “long” in 
a htures contract means that one has the obligation to buy at a later date, thus coining out ahead if the 
asset price goes up. To be “short” in a fiitures contract inearis that one has an obligation to sell at a later 
date, thus coming out ahead if the asset price goes down. 

Synapse Energy Economics - Portfolio Management Tools Page C-6 



Exhibit-WS-2 

tradeoff. If a portfolio includes short positions or options, frequent analysis is needed to 
choose the best time to fill short positions or to exercise options (if at all). 

Many vendors offer applications for this purpose. Table C.5 lists a few fairly widely used 
in the energy sector. Note also that this category also overlaps some with the risk 
management tools in the next section. 

Table C.5. Software for Forward Price and Contract Management 

Model 

BookRunner 

Edur 

Epsilon & 
Entegrate 

ICTS Symphony 

GasBuyer 

Description 

Analysis for various transaction types 
and all energy commodities including 
oil, natural gas, and electricity. 

Application for trading, risk 
management and operations needs in 
various commodity markets. 

Integrated risk management, trading 
and physical commodities scheduling 
system. 

Comprehensive transaction 
management system to capture, 
manage, track and process all over- 
the-counter and exchange traded 
instruments. 

Price analysis and decision support 
tool used for purchasing and hedging 
natural gas. 

Company 

Risk Advisory 
www.riskadvisorv.com 

OpenLink 
www . olf. com/encrg;v/ 

SunGard 
www.sunEard. coin 

Trade Capture 
www . tradecapture. coin 

Planalytics Inc. 
www.planalytics.com 

C.5. Risk Analysis 
In this category are applications focusing on various aspects of risk. The short-term 
products look at the more quantifiable risks associated with fbtures contracts and energy 
markets. A few of the more utility focused tools try to represent in some way the longer 
term risks. But that is conceptually a more difficult task since there is much greater 
uncertainty. For longer-tern analysis, a scenario-based approach is most commonly used, 
but the challenge always is to make those scenarios diverse enough to capture a 
reasonable range of possibilities. 
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Table C.6. Software for Risk Management 

Model 

RTSKMIN 

Planning and Risk 

Monaco 

Predict! 

Kiodex Risk 
Workbench 

NWPCC 
Portfolio Model 

Description 

L,east cost capacity expansion 
analysis. 

Portfolio management to analyze, 
report, and actively manage assets, 
including power plants, customer 
loads, fuels and contractual positions. 

Deal capture, advanced risk analytics, 
multi-commodity portfolio 
management, real-time credit 
monitoring and analysis. 

Database application for recording 
and managing risks, opportunities, 
issues and mitigation strategies 

Commodity risk management 
software. 

An Excel based model that calculates 
energy and costs associated with 
meeting regional requirements for 
electricity. The model evaluates the 
cost and risk relationships for a 
number of alternatives. 

Company 

Electric Power Research 
Institute www.epri.com 

Global Energy Decisions 
www. globalenergy.com 

New Energy - Siemens 
www.newenergvassoc.com 

Risk Decisions 
www.riskdecisions.com 

Sungard Kiodex 
m. sungard.com/kiodex 

Northwest Power and 
Conservation Council 
www.nwcounci1.org 

C.6. Selecting software: 

C.6.1. Selection issues 

When selecting software, it is important first to prioritize the objectives and then to 
evaluate the available options in that context. 

0 

0 

Objectives: How well the software meets the designated needs of the user. 

Involvement: The ultimate users of the software need to be closely involved in its 
selection and committed to its use. 

0 Transparency: Are modeling methods and algorithms well documented and 
visible to users and regulators? 

0 Software Characteristics: 

Some of these criteria are from Marchetti, Anne, Beyond Sarbanes-Oxley Compliance: Effective 4 

Enterprise Risk Management, John Wiley & Sons, 2005. 
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o Monitoring capabilities 
o Facilitation and documentation of risk assessment, testing, and remediation 
o Built-in version controls 
o Security and access controls 
o Electronic sign-off functionality 
o Audit trail documentation and traceability 
o Ability to customize input fields, reports, and templates 

Implementation Costs: software, licensing fees, hardware requirements, 
implementation time, training costs, customization efforts/consulting. 

Reporting Capabilities: Are the model results available in reports and formats that 
are easily used and understood? 

Flexibility: How easily can the software be applied to meet new needs? 

Support: Does the vendor provide training, fix problems, and update the software 
as needs change? 

C .6 -2. N on -Softw are Cost Considerations 

0 

0 

0 

Staff inn Costs 

When implementing software systems for portfolio management, the biggest cost may 
very well be labor and training costs for staff using the software. Portfolio management 
presents a trio of staffing requirements: information technology demands; ability to 
understand and apply complex economic, statistical, and financial concepts relating to 
risk management; and understanding any specialized characteristics relating to the 
electric industry. That last category is quite broad, encompassing, for example, power 
supply needs, specialized energy products and markets, TSO/RTO requirements, and 
utility cost recovery or ratemaking. Careful attention to budgeting for staff, staff training 
(and regular update training), and startup time will be critical. 

~- Hardware Costs 
Our experience is that complex models severely task even high end computer hardware. 
Investments in the fastest computers and largest storage devices available are likely to 
result in considerable labor savings and faster, more responsive answers to modeling 
questions. Attention should be paid to backup hardware, as well; large capacity RAID 
storage devices with hot-swappable drives for off-site backup appear to be the most cost 
effective solution at this time for high volume data storage. For team use, network 
attached storage and high speed networking are helpful. The costs for these items are 
very small compared to the labor and software expenses, but shortchanging them can 
waste considerable staff time and put critical work at risk. 

In summary, regulators considering PM or IRP software acquisition, whether for their 
own use or by utilities that they oversee, should focus on the prioritized goals and be 
aware that the largest expense is likely to be for the personnel to properly use the 
software. 
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S SU 

Perhaps the most conirnonly used family of risk measure in portfolio management is 
Value at Risk and related measures discussed in Section 3 of this report. Others that have 
been used and which may be of value are summarized in Table 3.1 and explained further 
here. All depend on development of probability distributions for the cost of the portfolio. 

COEFFICIENT OF VARIATION (CV)-This measure is the ratio of the distribution's standard 
deviation to its mean. It is one way to measure risk relative to return, or in this case, 
variation in price relative to mean price, measured over a defined period. Tolerance bands 
can be established around CV. 

BETA-Beta is a measure of the systematic risk of a single instrument or an entire 
portfolio and describes the sensitivity of an instrument or portfolio to broad market 
movements. A portfolio with a large beta will tend to benefit or suffer from broad market 
moves more strongly than the market overall, while one with a small beta will swing less 
violently than the broad market. It is defined as the ratio of the portfolio's covariance with 
the market divided by the market's variance or Covariance (portfolio, market) / Variance 
(market). Beta is used to measure volatility of stock returns relative to an index like S&P 
500 returns, and one could consider measuring volatility of a resource portfolio's cost 
relative to volatility of spot market prices. However, it must be remembered that beta 
does not capture specific risk (the riskiness of the portfolio itself, irrespective of market 
risk). A portfolio can have a low beta but still be very volatile if its variations are simply 
not correlated with those of the market. 

EXTREME VALUE MEASURES-We use this term as a catch-all for a variety of 
conceptually straightforward measures of portfolio riskiness. In general, this type of 
measure is the difference in cost between a portfolio's expected cost and some estimate of 
its worst-case cost. For example, Northwest Energy and the NPCC measure portfolio 
riskiness by the difference between its expected cost and average of the worst 10% of its 
cost's probability distribution. 

VALUE AT RISK (VAR)-A traditional approach for quantifying risk of investment 
portfolios.' VaR measures the downside risk of a portfolio. It is always calculated in the 
context of a risk level and a planning horizon. In the case of an electricity resource 
portfolio, VaR would be a measure of the dollar cost increase that has a certain 
probability (the selected risk level) of occurring over a certain time period (the selected 
planning horizon). For example, a regulator might be interested in the VaR of a proposed 
resource portfolio over a one year planning horizon at the 99% risk level. That VaR 
would tell us the amount of extra cost that would have a 1% chance of occurring over the 
next year. Or, a VaR at the 90% risk level for a ten year planning horizon would tell us 
the amount of extra cost that portfolio has a 10% chance of incurring over the next ten 

~ 

Northwestern Energy 2005 Electric Defuiilt Supply Resozrrce Proczrrenzet7f Plan, available at I 

http://www.montanaenergyforum com/plan.html 
' Harry M Markowitz, "Portfolio selection," Jour-nul of Finaim?, 7(1), 77-91, 1952 
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years. Utilities in California compare portfolios using this type of metric and variations 
on it.3 

REVENUE AT RISK (FUR)-Related to VaR, RaR considers a firm that needs a resource to 
produce a product over the next year. If the cost of that resource increases dramatically 
and the finn cannot pass on that cost increase to its customers, say because the price had 
already been agreed upon, then the net revenues could take a big hit. Because of the cost 
uncertainty of that resource, they have Revenue at Risk (RaR). This firm might want to 
study the historical price volatility of the resource in question. Suppose this examination 
of history shows that the one-year 10% RaR is equal to the maximum amount of extra 
resource cost that the manufacturer can afford to pay without severe damage to its 
finances, it might choose to purchase a (long) forward contract for all its anticipated 
resource need for the next year at today’s fbtures price, giving up possible extra profit 
that would be earned if the commodity price drops, but eliminating that 10% chance of 
grave damage. Alternatively, the firm might purchase a call option for its resource needs 
with a strike price that leaves it in the black. The purchase price for that option would be 
the “insurance premium” for eliminating this risk. 

COMPONENT VALUE AT RISK - This measures the marginal contribution to value at risk 
of each element within the overall portfolio. For a utility’s purposes, this could mean the 
risk that each additional coal plant, for example, adds to environmental regulation risks. 
This approach can be especially valuable as a way to provide insight into the risk analysis 
analogue of avoided cost analysis. 

STRESS EXPOSURES - While value at risk might tell a company how much they could 
lose under the kind of random market fluctuations that make up the broad history of their 
industry, stress tests help a company understand the larger risks they may also face. (This 
type of analysis must take into account volatility and correlation spikes.) In general, there 
are two approaches used. First, one can test the portfolio relative to shocks that have been 
observed historically and see how the portfolio being considered might fare under a 
similar shock. The second approach is to brainstorm extreme scenarios and test their 
affect on the portfolio. The problem with these approaches is that history is unlikely to 
repeat itself exactly, and nobody can predict the future. Nonetheless, stress testing allows 
the portfolio manager to better understand how much loss might occur during a 
catastrophic event. It could be especially informative if there are certain large events 
identified that may or may not occur. An example of a stress exposure would be to test 
the expected cost and riskiness of various strategies with and without implementation of a 
proposed market reform or with and without implementation of COZ emission limits. 

LIQUIDATION VALUE AT RISK - One questioii many companies wish to answer is the 
total potential loss that could occur if an asset had to be liquidated. For instance, a utility 
might try to determine what would happen if it were forced to retire an old coal plant. 

MARGIN AT RISK - This measure helps companies understand what margin requirements 
they may need to provide due to margining agreements. This is important for cash flow 
management I 

CPUC Energy Division, Workshop Report or1 Value at Risk, Cash-Flow at Risk, ar7d Other- Measures of 
Portfolio Risk. June 6,2003. 
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CREDIT VAL,UE AT RISK - A firm’s potential credit exposure on individual transactions is 
the cost of complying with changes to the amount of credit security the firm must supply 
to creditors. This can be affected by individual transactions or by external conditions that 
affect the credit obligations of the firm as determined by its total portfolio. For example, 
long-term contracts that utilities enter can be viewed as liabilities on their books. A credit 
value at risk calculation can be done to determine how different transactions might affect 
the utility’s return on equity, for instance. 

ENTERPRISE-WIDE RISK MEASURES - This is a measure that appropriately aggregates 
market, credit, regulatory and operational risk for the firm as a whole. Enterprise risk 
management seeks a balance amongst the various risk components. 

COSTS AT RISK - This measures the probability that a portfolio’s costs will go up or down 
by certain amounts over certain time periods. It is of particular interest from a consumer 
protection perspective. 

RATES AT RISK - This measures the potential change in the retail customer’s rates as a 
result of how external fluctuations affect the cost of generation supply portfolio as a 
whole. This measure, too, is of particular interest from a consumer protection perspective. 
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THIRD SET OF DATA REQUESTS TO 

BIG RIVERS ELECTRIC CORPORATION 

Dated: June 27,2012 



DEFINITIONS 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

I O .  

11. 

12. 

“Document(s)” is used in its customary broad sense and includes electronic mail and all 
written, typed, printed, electronic, computerized, recorded or graphic statements, 
memoranda, reports, communications or other matter, however produced or 
reproduced, and whether or not now in existence, or in your possession. 

“Study” means any written, recorded, transcribed, taped, filmed, or graphic matter, 
however produced or reproduced, either formally or informally, a particular issue or 
situation, in whatever detail, whether or not the consideration of the issue or situation is 
in a preliminary stage, and whether or not the consideration was discontinued prior to 
completion whether preliminary or final, and whether or not referred to in Big Rivers’ 
direct testimony. 

If any document requested herein was at one time in existence, but has been lost, 
discarded or destroyed, identify such document as completely as possible, including the 
type of document, its date, the date or approximate date it was lost, discarded or 
destroyed, the identity of the person (s) who last had possession of the document and 
the identity of all persons having knowledge of the contents thereof. 

‘I P e rso n ” me an s any n a t u ra I person , co rp o ration , prof e s s io n a I co r po ra t i o n , partners h i p , 
association, joint venture, proprietorship, firm, or the other business enterprise or legal 
entity. 

A request to identify a natural person means to state his or her full name and residence 
address, his or her present last known position and business affiliation at the time in 
question. 

A request to identify a document means to state the date or dates, author or originator, 
subject matter, all addressees and recipients, type of document (e.g., letter, 
memorandum, telegram, chart, etc.), number of code number thereof or other means of 
identifying it, and its present location and custodian. If any such document was, but is 
no longer in the Company’s possession or subject to its control, state what disposition 
was made of it. 

A request to identify a person other than a natural person means to state its full name, 
the address of its principal office, and the type of entity. 

“And” and “or” should be considered to be both conjunctive and disjunctive, unless 
specifically stated otherwise. 

“Each” and “any” should be considered to be both singular and plural, unless specifically 
stated otherwise. 

Words in the past tense should be considered to include the present, and words in the 
present tense include the past, unless specifically stated otherwise. 

“You” or “your” means the person whose filed testimony is the subject of these 
interrogatories and, to the extent relevant and necessary to provide full and complete 
answers to any request, “you” or “your” may be deemed to include any person with 
information relevant to any interrogatory who is or was employed by or otherwise 
associated with the witness or who assisted, in any way, in the preparation of the 
witness’ testimony. 

“BREC” means Big Rivers Electric Corporation and/or any of their officers, directors, 
employees, or agents who may have knowledge of the particular matter addressed. 



INSTRUCTIONS 

1. If any matter is evidenced by, referenced to, reflected by, represented by, or recorded in 
any document, please identify and produce for discovery and inspection each such 
document. 

2. These interrogatories are continuing in nature, and information which the responding party 
later becomes aware of, or has access to, and which is responsive to any request is to be 
made available to Kentucky Industrial Utility Customers. Any studies, documents, or other 
subject matter not yet completed that will be relied upon during the course of this case 
should be so identified and provided as soon as they are completed. The Respondent is 
obliged to change, supplement and correct all answers to interrogatories to conform to 
available information, including such information as it first becomes available to the 
Respondent after the answers hereto are served. 

3. Unless otherwise expressly provided, each interrogatory should be construed 
independently and not with reference to any other interrogatory herein for purpose of 
limitation. 

4. The answers provided should first restate the question asked and also identify the 
person(s) supplying the information. 

5. Please answer each designated part of each information request separately. If you do not 
have complete information with respect to any interrogatory, so state and give as much 
information as you do have with respect to the matter inquired about, and identify each 
person whom you believe may have additional information with respect thereto. 

6. In the case of multiple witnesses, each interrogatory should be considered to apply to each 
witness who will testify to the information requested. Where copies of testimony, 
transcripts or depositions are requested, each witness should respond individually to the 
information request. 

7. The interrogatories are to be answered under oath by the witness(es) responsible for the 
answer. 

8. Responses to requests for revenue, expense and rate base data should provide data on 
the basis of Total Company as well as Intrastate data, unless otherwise requested. 



THIRD SET OF DATA REQUESTS OF 
KENTUCKY INDUSTRIAL UTILITY CUSTOMERS. INC. 

BIG RIVERS ELECTRIC CORPORATION 
Case No. 2012-00063 

Q3.1 Please explain the reason why the following inputs were selectedlset using the values 
that ACES selected and entered in the PAR Model Execution Run Definition Screen and 
the Simulation Setting screen. Reliance on defaults is also a selection of an input, so 
please also explain why the default was selected. 

a. Iterations (run definition screen) 

b. Dispatch (simulation setting screen) 

c. Monte Carlo (simulation setting screen) 

d. Draws per week (simulation setting screen) 

Q3.2 Does Big Rivers or ACES admit or deny that the results that were produced by ACES 
on ACES' computer (using its large database) were different than the results that Ventyx 
produced on its computer using the "stripped down'' database by more than a usual 
amount associated with rounding, when considered on a monthly or an annual basis? 

(23.3 One reason for the discrepancy discussed in the prior question could be due to the 
possibility that the order units have been placed in the databases may not be the same 
in both databases. This can be checked by comparing the Prosym text files (ex .DAT 
files) that the EPM Tool writes to disk before submitting runs. Could ACES check this, 
or alternatively, please produce and supply the .dat files for each of the 6 runs that 
ACES developed and that were reported in Mr. Hite's testimony? 

Q3.4 The Big River's database has several Transmission Areas. Please explain what all of 
the transmission areas are used for, and in the case that some areas are not used, 
please explain why those areas were included in the database. 

Q3.5 Please explain why Big Rivers relied on a single estimate of fuel costs, market prices, 
allowance prices, etc as support for its application to the Commission. Why didn't it 
include in its application additional analyses/support based on conducting any sensitivity 
cases? 

(23.6 In each PCM file that Big Rivers supplied that are related to the Corporate Financial 
Models, there are rows at the bottom of the following Monthly Sources and Uses and 
the Annual Sources and Uses worktabs that have been either pasted in or refer to 
spreadsheets that still have not been supplied. Please provide the workpapers in 
electronic format, with all spreadsheets active, that were used to create the pasted in 
values on the Monthly Sources and Uses and the Annual Sources and Uses worktab for 
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Q3.7 

Q3.8 

Q3.9 

every financial model/PCM file already supplied. Or provide the spreadsheets that were 
referenced on those worktabs that have not been supplied (Example, the base case has 
pasted in values, and the Build ACES Prices Sensitivity case that ACES ran in its test of 
the Ventyx data (Big Rivers 2012-2026 (CSAPR-MATS by equip) APM energy (5-8- 
12).xlsx) referenced external spreadsheets. Again, please check all of the PCM files 
and supply the requested information. 

Recently, ACES supplied another excel spreadsheet that was used as an intermediary 
file to format results that are incorporated into the PCM files that are then used by the 
Corporate Financial models. The file supplied was a 42 MB pivot table. Are any other 
such intermediary files used that have not been supplied? For example, were any other 
pivot table processing files used associated with any of the other PCM worktabs such 
as the Monthly/Annual Sources and Uses worktabs, or the Monthly/Annual Resources 
Report? If there were please supply those. If not please explain the process that was 
used to enter data into the necessary format required by the PCM file from the PAR 
model output. 

For each of the PCM spreadsheet worktabs that contain PAR model output results (ex 
Monthly Sources and Uses), please identify the names of the PAR model presets that 
ACES used to create the data that went into the worktab. 

Please supply all workpapers associated with the development of all unit characteristics 
modeled in the PAR model for each generating unit. If none exist, please explain how 
the unit characteristics were derived. Please supply this electronically, with all formulas 
included. 

Q3.10 Please provide all workpapers for the derivation of the emergency power price used in 
the database. If none exist, please explain how the price was derived. Please supply 
this electronically, with all formulas included. 

Q3.11 Please provide all workpapers for the derivation of the transmission limit that was used 
between Big Rivers and the markets that were modeled in the database. If none exist, 
please explain how the transmission limit was derived. Please supply this electronically, 
with all formulas included. 

Q3.12 ACES supplied approximately 15 sensitivity cases other than the cases that were 
incorporated in analyses that were used in Mr. Hite’s testimony. Please identify which 
of the cases included ACES own market price forecasts (as opposed to PACE Globals), 
and provide all analyses used to develop those forecasts (both inputs and outputs) 
electronically, with all formulas included. Also, indicate what allowance prices S02, 
C02, NOX, Hg were assumed in the analysis, if in fact these costs were included. 

Q3.13 If C02  costs were not used in the analysis discussed in the prior question, please 
discuss why not. 
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Respectfully submitted, 

Michael L. Kurtz, Esq. 
BOEHM, KURTZ & LOWRY 
36 East Seventh Street, Suite 151 0 
Cincinnati, Ohio 45202 
Ph: (513) 421-2255 Fax: (513) 421-2764 
E-Ma i I: m ku rtz@ B KLiawfi rm . co m 

COUNSEL FOR KENTUCKY INDUSTRIAL UTILITY 
CUSTOMERS, INC. 

David C. Brown, Esq. 
STITES & HARBISON 
1800 Providian Center, 400 West Market Street 
Louisville, KY 40202 
Ph: (502) 587-3400 Fax: (502) 587-6391 
E-mail. dbrown@stites.com 

CO-COUNSEL FOR ALCAN PRIMARY PRODUCTS 
CORPORATION 

June 27,2012 
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KENTUCKY INDUSTRIAL UTILITY CUSTOMERS, INC.’s 

SUPPLEMENTAL SET OF DATA REQUESTS TO 

BIG RIVERS ELECTRIC CORPORATION 

Dated: June 22,2012 



DEFINITIONS 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

IO.  

11. 

12. 

“Document(s)” is used in its customary broad sense and includes electronic mail and all written, 
typed, printed, electronic, computerized, recorded or graphic statements, memoranda, reports, 
communications or other matter, however produced or reproduced, and whether or not now in 
existence, or in your possession. 

“Study” means any written, recorded, transcribed, taped, filmed, or graphic matter, however 
produced or reproduced, either formally or informally, a particular issue or situation, in whatever 
detail, whether or not the Consideration of the issue or situation is in a preliminary stage, and 
whether or not the consideration was discontinued prior to completion whether preliminary or 
final, and whether or not referred to in Big Rivers’ direct testimony. 

If any document requested herein was at one time in existence, but has been lost, discarded or 
destroyed, identify such document as completely as possible, including the type of document, its 
date, the date or approximate date it was lost, discarded or destroyed, the identity of the person 
(s) who last had possession of the document and the identity of all persons having knowledge of 
the contents thereof. 

“Person” means any natural person, corporation, professional corporation, partnership, 
association, joint venture, proprietorship, firm, or the other business enterprise or legal entity. 

A request to identify a natural person means to state his or her full name and residence 
address, his or her present last known position and business affiliation at the time in question. 

A request to identify a document means to state the date or dates, author or originator, subject 
matter, all addressees and recipients, type of document (e.g., letter, memorandum, telegram, 
chart, etc.), number of code number thereof or other means of identifying it, and its present 
location and custodian. If any such document was, but is no longer in the Company’s 
possession or subject to its control, state what disposition was made of it. 

A request to identify a person other than a natural person means to state its full name, the 
address of its principal office, and the type of entity. 

“And” and “or” should be considered to be both conjunctive and disjunctive, unless specifically 
stated otherwise. 

“Each” and “any” should be considered to be both singular and plural, unless specifically stated 
otherwise. 

Words in the past tense should be considered to include the present, and words in the present 
tense include the past, unless specifically stated otherwise. 

“You” or “your” means the person whose filed testimony is the subject of these interrogatories 
and, to the extent relevant and necessary to provide full and complete answers to any request, 
“you” or “your” may be deemed to include any person with information relevant to any 
interrogatory who is or was employed by or otherwise associated with the witness or who 
assisted, in any way, in the preparation of the witness’ testimony. 

“BREC’ means Big Rivers Electric Corporation andlor any of their officers, directors, employees, 
or agents who may have knowledge of the particular matter addressed. 



INSTRUCTIONS 

1. If any matter is evidenced by, referenced to, reflected by, represented by, or recorded in any 
document, please identify and produce for discovery and inspection each such document. 

2. These interrogatories are continuing in nature, and information which the responding party later 
becomes aware of, or has access to, and which is responsive to any request is to be made 
available to Kentucky Industrial Utility Customers. Any studies, documents, or other subject matter 
not yet completed that will be relied upon during the course of this case should be so identified and 
provided as soon as they are completed. The Respondent is obliged to change, supplement and 
correct all answers to interrogatories to conform to available information, including such information 
as it first becomes available to the Respondent after the answers hereto are served. 

3. Unless otherwise expressly provided, each interrogatory should be construed independently and 
not with reference to any other interrogatory herein for purpose of limitation. 

4. The answers provided should first restate the question asked and also identify the person(s) 
supplying the information. 

5. Please answer each designated part of each information request separately. If you do not have 
complete information with respect to any interrogatory, so state and give as much information as 
you do have with respect to the matter inquired about, and identify each person whom you believe 
may have additional information with respect thereto. 

6. In the case of multiple witnesses, each interrogatory should be considered to apply to each witness 
who will testify to the information requested. Where copies of testimony, transcripts or depositions 
are requested, each witness should respond individually to the information request. 

7. The interrogatories are to be answered under oath by the witness(es) responsible for the answer. 

8. Responses to requests for revenue, expense and rate base data should provide data on the basis 
of Total Company as well as Intrastate data, unless otherwise requested. 



SUPPLEMENTAL SET OF DATA REQUESTS OF 
KENTUCKY INDUSTRIAL UTILITY CUSTOMERS. INC. 

BIG RIVERS ELECTRIC CORPORATION 
Case No. 2012-00063 

Q2.1 With respect to Big Rivers’ current arbitration with HMPL, please provide the following: 

a. The current status of the arbitration proceedings or appeals; 

b. A copy of the arbitration award or opinion; 

c. The short and long term financial impact of this decision on Big Rivers; 

d. What is the projected impact on the arbitration award or opinion on Big Rivers’ margins 
in 2012-15? 

e. What is the effect of this decision on any of the models that support Big Rivers’ 
Application in this case? 

Q2.2 With respect to the dam repair work that will permit full resumption of energy purchases from 
SEPA, please provide the following: 

a. the current status of the repair work; 

b. When does Big Rivers expect to receive its full allocation of energy from SEPA? 

c. Has Big Rivers included the full availability and price of SEPA energy in its modeling for 
this Application? Please explain. If not, why not? 

Q2.3 Please provide all documents and other communications provided to Cobank and CFC since 
the filing of Big Rivers’ responses to KIUC’s Initial Request for Information. Please note this is a 
continuing request requiring updated information. 

Q2.4 Please describe Big Rivers’ current plans for the proposed bridge financing and later permanent 
financing of the construction projects proposed in this Application, including anticipated terms 
and conditions. 

Q2.5 When does Big Rivers plan to release and file its 201 1 Annual Report? Please provide a copy 
when available. 

Q2.6 Please reference the Direct Testimony of Mark Hite, page 7, lines 20-22, which states that Big 
Rivers acquired forward pricing data (hourly energy prices, monthly coal prices, monthly natural 
gas prices and monthly allowance prices) from PACE Global which data were used by ACES in 
running the production cost model. Please also reference Big Rivers’ Response to Item 32 of 
KIUC’s Initial Request for information which states that Big Rivers relied on ACES and PACE 
Global for input assumptions surrounding commodity prices including emission allowances, fuel 
and wholesale energy market pricing. Please provide in narrative form and without reference to 
previously filed data disks an explanation whether the ACES production cost model used only 
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PACE Global assumptions or a combination of PACE Global and other projections with respect 
to the following forward pricing: 

a. wholesale energy prices; 

b. fuel prices; 

c. emission allowances, 

d. natural gas prices. 

In your response] please provide by month, day or hour, the specific ACES data or data from any other 
non-PACE Global source actually used in the production cost model in a manner than can be 
compared with the PACE global data not used. 

Q2.7 Refer to the Company’s response to KlUC 1-2(d). Please provide an electronic version of the 
exhibit attached to the response with cell formulas intact. 

Q2.8 Refer to the Company’s response to AG 1-47(a) and the statement that “The financial analysis 
was performed by Big Rivers with input from ACES Power marketing and PACE Global.” 

a. Please describe each step of the financial analysis and the role and activities performed 
by ACES, PACE, and Big Rivers, respectively. 

b. Please identify each person, the person’s employer, and the specific responsibilities of 
each person in each step of the financial analysis described in response to part (a) of 
this question. 

Q2.9 Refer to the Company’s response to AG 1-47(c) and the statement that “ACES Power Marketing 
provided the planning models for these [sensitivity] scenarios” used to assess the “economic 
impact of two compliance options with regard to a loss in Smelter load” described by Mr. Berry 
in his Direct Testimony at 15. 

a. Please identify the “planning models” provided to Big Rivers by ACES for this purpose. 

b. Please distinguish between the “planning models” provided to Big Rivers by ACES for 
this purpose and the Big Rivers model that was used for this purpose and described by 
Mr. Hite in his Direct Testimony at 7 as follow: “Big Rivers developed a financial model to 
determine the net present value of revenue requirements (”NPVRR) over the 2012 - 
2026 (1 5-year) study period.” 

Q2.10 Does Mr. Hite personally possess the expertise and knowledge to run the Ventyx PAR model 
used by ACES Power Marketing? 

a. If so, then: i) describe his expertise and knowledge] ii) specifically describe his 
experience in production cost modeling in general and the PAR model in particular, and 
iii) his personal involvement in running the Ventyx PAR model to quantify the production 
costs and any other amounts used in the “financial analysis” and/or in the “financial 
model” to assess the scenarios and sensitivity studies in this proceeding. 
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b. If not, then please identify the witness supporting the production cost modeling and the 
quantification of the production costs used in the “financial analysis” andlor in the 
“financial model” to assess the scenarios and sensitivity studies in this proceeding. If 
there is no such witness, then please so state. 

Q2.11 Refer to the Company’s response to PSC 1-1. 

a. Please provide the support for the estimates for each vendor, including, but not limited 
to, all workpapers, engagement letters, purchase orders, and correspondence (internal 
and external) and describe how the Company developed the estimates from these 
source documents. In addition, please identify the person(s) who developed these 
estimates and provide their name(s), company affiliation, and position (title). 

b. Please provide a copy of the service agreement with APM and any special agreements 
related specifically to the Company’s ECR application in this proceeding. 

c. Does the service agreement with APM allow APM to bill Big Rivers for work that it 
performs for Big Rivers? 

Q2.12 Refer to the Company’s response to PSC 1-7. Please update this response for the current 
status of the Station 2 review being conducted by HMP&L. Identify the approvals, if any, that 
HMP&L needs to provide in order for Big Rivers to proceed and describe the status and future 
timing of each such approval. 

Q2.13 Refer to the Company’s response to PSC 1-9 and the potential effects of compliance with the 
EPA regulation on coal combustion residuals and EPA rules relating to impingement mortality 
and entrainment. 

a. Please address whether, and if so, the manner in which, the Company could comply with 
these rules through constrained operation of its generating units. Please provide a copy 
of and a narrative description of all analyses that the Company or outside advisors on 
behalf of the Company have performed. 

b. If constrained operation is a viable compliance option, then please provide a sensitivity 
study against the base case and against the Partial Build scenario to quantify the effects 
of this option. 

Q2.14 Refer to the Company’s response to PSC 1-22 and the conclusion that “It is believed that EPA 
will likely overcome challenges to the rule and will ultimately prevail.” 

a. Please provide a copy of all analyses and all supporting documents relied on for this 
conclusion. 

b. What is the likely effective compliance date if EPA overcomes the challenges? Please 
provide a copy of all analyses and all supporting documents relied on for your response. 

Q2.15 Refer to the Company’s response to PSC 1-24 and the conclusion that “Big Rivers found it 
unnecessary to make assumptions about Smelter rates well beyond the 2023 time horizon 
because longer periods of time would only serve to improve the “Build Case.” 
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a. Please describe in more detail why the Company believes that this conclusion is correct. 
In your response, address the fact that the NPV of the revenue requirements associated 
with the Build Case after the 15 years would increase the cost of the Build Case, not 
reduce it. 

b. Please provide a copy of all quantitative analyses that supports this conclusion. 

Q2.16 Refer to the Company’s response to PSC 1-26 and the statement that the sensitivity where the 
Company loses the load of one smelter, “the remaining smelter is assumed in the model to 
shoulder its proportionate share of the cost increase associated with the departure of the other 
smelt e r. ” 

a. Please explain the basis for this assumption and provide a copy of all documents relied 
for the assumption or used to test the validity of this assumption. 

b. Please confirm that in base rate proceedings, the Commission uses the off-system sales 
margins as a reduction to the revenue requirement. If the Company cannot confirm this 
statement, then please describe how the Company believes that the Commission uses 
the off-system sales margins in the revenue requirement. Please cite to and provide 
copies of all source documents relied on for your response. 

c. Please identify where this assumption is reflected in the sensitivity where the Company 
loses the load of one smelter. 

Q2.17 Refer to the Company’s response to AG 1-21. Please update this response with the current 
status of the engineering and design process. Be specific. 

Q2.18 Please describe in detail how the Company’s accounting for its fuel and purchased power costs 
changed after it joined MISO to reflect the fact that the Company bids all of it resources and 
load into MISO, if at all. In addition, please describe in detail the related effects on the costs 
included in its revenue requirement, including clause recoveries. 

Q2.19 Please refer to the market prices shown on line 8 on the Risk spreadsheet in the Excel 
workbooks provided in response to KIUC’s Motion to Dismiss for each of the scenarios. 

a. Provide the source(s) of these market prices and all analyses used to develop these 
prices, including all input sources, adjustments, assumptions, and electronic 
spreadsheets with formulas intact, including, but not limited to, the conversion of hourly 
or other data into the average annual rates reflected in this spreadsheet. Describe each 
step in the analytical process that led to the use of these specific market prices and 
make sure that each step is documented with all input, computations, and output files. 

b. Please provide a narrative description of these market prices, Le., what do they 
represent, e.g., MISO energy prices averaged across all hours. 

c. Please confirm that the market prices include capacity costs. Describe how the changes 
in the MISO capacity auction process have been reflected in the market prices, if at all. 
If the changes have not been reflected in the market prices, then please provide a 
description of how these changes will be reflected in future market prices. 
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Q2.20 Refer to the Company’s response to KlUC 1-17, which included a confidential chart labeled 
Forward Power Price Comparison. The chart compared the forward power prices obtained from 
Pace, APM, and IHS. 

a. Please describe how this comparison was used and by whom to develop the market 
prices shown on line 8 on the Risk spreadsheet in the Excel workbooks provided in 
response to KIUC’s Motion to Dismiss for each of the scenarios, if at all. 

b. Please provide the data reflected on this chart in an electronic spreadsheet and provide 
all source documents used to obtain the data shown on this chart, including, but not 
limited to, all spreadsheets used to average projected hourly prices. 

c. Please provide another version of this chart that includes the market prices that were 
used for each of the Company’s scenarios. 

Q2.21 Refer to the Company’s response to AG 1-46 and the attached copy of the January 19, 2012 
and February 21, 201 2 presentations to the Board. 

a. Please confirm that the January presentation indicated that capital expenditures to 
comply with CSAPR and MATS would total $21 3.5 million and the February presentation 
increased the expenditures to $283.5 million. 

b. Please provide a detailed explanation why the capital expenditures reflected in the 
February BOD presentation, and the Application in this proceeding, are significantly 
more than the January 19, 201 2 estimate presented to the Board. Provide a copy of all 
quantitative comparisons, electronically, that explain the significant increase in capital 
expenditures during the 4 week period between the January and February BOD 
meetings. 

Q2.22 Refer to the Company’s response to AG 1-67 

a. Please describe how the Company will reflect the retirement of the Wilson scrubber in 
the ECR. Address each of the following components: i) gross plant, ii) accumulated 
depreciation, iii) net salvage, iv) changes in operating costs. 

b. Does the Company’s estimate of capital expenditures for the Wilson scrubber include 
any costs to remove the existing scrubber? If not, then where are the removal costs 
reflected in the Company’s financial models used to evaluate the various scenarios? 

c. Please provide the Company’s estimate of costs to remove the existing scrubber 

d. Please describe how the Company plans to track the costs to remove the existing 
scrubber to ensure that the costs are not included in the ECR? 

e. Please describe how the Company plans to recover the net book value and the costs to 
remove the existing scrubber, 

Q2.23 Refer to the Company’s response to AG 1-70. Please confirm that the Company’s capital 
expenditure estimate in this proceeding is net of HMP&L’s share of the costs to retrofit HMP&L 
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Units 1 & 2. Please describe where the Company has reflected this reduction in the Excel 
financial models of each of the scenarios. 

Q2.24 Refer to the last paragraph of the Company’s response to KlUC 1-33, which states that “it was 
obvious that there were some significant differences between the two projections.” 

a. Please provide a detailed description of the concern and why the Big Rivers believed it 
was necessary to acquire a third set of forward power prices from IHS Global. 

b. Please describe each of the steps taken by Big Rivers and/or its advisors to address the 
“significant differences” between the two projections. 

c. Please describe the resolution of this review and how this was reflected in the scenarios 
presented in this proceeding. 

d. Please identify, describe, and provide a copy of each sensitivity study using the APM or 
HIS forward price curves. Provide all supporting input files and output reports as well as 
the CFM workbooks. In addition, please describe what attempts were made to ensure 
that the forward power prices and natural gas prices used in each sensitivity were 
consistent and provide a copy of all documentation that addresses the consistency of 
these assumptions. 

Q2.25 With regard to Big Rivers’ response to AG 1-46, please provide all analyses, including electronic 
spreadsheets with formulas intact and supporting workpapers, included in the February 21, 
201 2 “Big Rivers Environmental Surcharge (ES) Rate Formula” presentation to the Big Rivers’ 
Board and the “Environmental Surcharge (ES) Update - Rate Formula” presentation of March 
16, 2012. 

Q2.26 Regarding data found in the file - PACE-Big Rivers Data Request Inputs-I 2 0 5 2 4 . ~ 1 ~ ~  

a. Is it correct, that this is one of just two files that PACE developed and was produced 
based on a KlUC request (the other being PACE-Big Rivers Data Request 
OlJtpUtS-120524.XlSX)? 

b. The file contains natural gas prices, coal prices, load forecast, C02 costs, and Capital 
Cost Recovery Target Inputs for New Regional Expansion units. For all of these 
categories of data, PACE supplied 200 sets of data (200 iterations). Please provide a 
detailed explanation of the process, methodology, and assumptions used by PACE in 
creating the 200 iterations worth of data for each of these categories of data. Be sure to 
explain what was done to create this large number of iterations. 

c. How has the 200 iterations of data factored into any analyses that were discussed in any 
of Big Rivers’ witnesses testimony? 

d. Please provide the revenue requirements model that led to the calculation of the Capital 
Cost Recovery Target Inputs for New Regional Expansion for each resource CC, CT and 
Wind. 

e. Why did PACE supply coal prices for only the Illinois Basin region, when its market price 
analysis clearly must have included a forecast of coal prices in other regions? 
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(22.27 Regarding the Reference data found in the file - PACE-Big Rivers Data Request 
Inputs-I 20524.xlsx 

a. Please provide documentation describing the process, methodology and assumptions 
used by PACE in developing the Reference natural gas price inputs that were then used 
by ACES in its modeling that led to the results filed in any Big Rivers witness' testimony. 

b. Provide the same information for the Reference Illinois Basin coal prices. 

c. Provide the same information for the Reference Capital Cost Recovery Target inputs. 

d. Provide the same information for the Reference C02 prices. Also, please confirm that 
these C02 inputs were not used in any analysis that ACES performed to develop results 
that were included in its modeling that led to the results filed in any Big Rivers witness' 
testimony. 

(22.28 Regarding data found in the file - PACE-Big Rivers Data Request Outputs-I 2 0 5 2 4 . ~ 1 ~ ~ .  

a. What are the hours included in the on-peak and off-peak periods for each month? 

b. In the worktab Output Stochastic Energy Prices, there are 200 iterations worth of annual 
average on-peak, off-peak and all hours market price data for each year between 201 2 
and 2030. Please provide a detailed explanation of the process, methodology, and 
assumptions used by PACE in creating the 200 iterations worth of data. Be sure to 
explain what was done to create this large number of iterations. 

c. How has the 200 iterations of market price data factored into any analyses that were 
discussed in any of Big Rivers' witnesses testimony? 

d. In that same worktab there is no reference case market price data. Is that because the 
data found in the Output Hourly Energy Prices worktab is the reference case? Please 
explain. 

e. Why weren't emissions allowance prices included in the files that PACE supplied? 

Q2.29 Please provide documentation describing the process, methodology and assumptions and all 
worksheets developed in constructing the data assumptions (e.9. natural gas price forecasts, 
environmental cost assumptions, etc.) used by ACES in developing any sensitivity cases that it 
performed. In doing, please describe all sensitivity cases performed by ACES. 

Q2.30 In the 20 scenarios that ACES supplied, only 5 included an Assumptions folder. Please explain 
why 15 scenarios did not contain that folder, and if this was an oversight, please provide the 
missing folders. 

(22.31 Was it the case that Big Rivers did not develop financial analysesINPV analyses of all of the 20 
cases that ACES performed? If not, why not, and if so please explain why Big Rivers has not 
supplied that information. If corporate financial analyses were developed for the sensitivity 
cases, please supply those, electronically, and in the same format as has been provided for the 
other financial models that the Company has supplied. 

Q2.32 If any additional cases have been performed by PACEIACESIBig Rivers to date, that have not 
already been provided, please provide: 

a. A narrative description of the case. 
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b. Explain why the Company or its consultant has decided to continue developing new 
cases. 

c. Provide all spreadsheets, workpapers, analyses, production cost model input databases 
in native database format (fully populated database), output results, etc, to the same 
extent that the Company has supplied for previous cases it has provided. 

(22.33 In the base case folder that ACES supplied containing Assumptions, there is a file containing 
what appears to be generic assumptions, List.xls. Please explain the purpose of the data 
included in the file. For example, that data includes startup data, forced outages, scheduled 
outages, etc, but no indication of any unit that the data applies to. 

(22.34 Two files were supplied in the ACES folder related to the Base Case Assumptions, Midoffice 
Emission Curve 1-30-201 2.xlsx and PCM (1 -1 8-12) nominal.xlsx. Please explain in detail what 
was the information found in each of the files was used for in ACES analyses. 

Q2.35 Regarding the files, Load Shape Data.xlsx and Price Shape Data.xlsx, please explain how they 
were created and what they were used for. If they were used in the analysis that ACES 
performed, please supply any other workpapers, electronically, used in the creation of the files. 

Q2.36 Refer to the response to KIUC-1-14. Please supply all workpapers that contains S&L's 
derivation of upgrade costs used in this study. Mr. DePriest indicates that costs were derived 
from other sources, and this request is that the input assumptions and calculations be provided 
electronically with all formulas included. If the workpapers have been supplied, please provide 
a map between where the upgrade costs have been developed and have been input into 
corporate financial model net present value analysis. 

(22.37 Refer to the response to KlUC-1-24. Has the excel spreadsheet referred to in Mr. Miller's May 
18, 201 2 email been supplied. If so please state the name and where it may be found, if not, 
please supply the spreadsheet any referenced spreadsheets in excel format, with all formulas 
active. 

Q2.38 Refer to the response to KIUC-1-25. 

a. Please explain in additional detail why the ACES model (Planning Model) does a better 
job reflecting market interaction between dispatching generating units versus buying 
power from the market? 

b. What did ACES mean by "creating a least cost solution". Does that mean least cost in 
the sense of creating an expansion pian, or a least cost dispatchlcommitment process 
which interacts with a market price profile? 

c. The response indicates that the ACES model has the ability to run to show risks in cost- 
to-serve. What that capability used in any analyses presented in testimony in this case. 
If so, please explain how, and if not please explain why not. 

(22.39 Refer to the response to KIUC-1-32. Was any analysis performed by Big Rivers or any of its 
consultants to determine whether the production cost results produced in the current studies 
were consistent with results developed in the most recent IRP published in 2010? If not, please 
explain why not, if so, please discuss the findings of that review, and supply any written 
documentation of that process or consideration of that process. 

Q2.40 Refer to the response to KIUC-1-33. 



a. What did Big Rivers mean when it said “analyses of the same size and scope”? 

b. Is that the explanation why it was reasonable for PACE to have included C02 costs in its 
analysis while ACES did not include C02 costs in its analysis? 

Q2.41 In the work that PACE performed, 

a. Please provide a detailed explanation of how coal retirements were determined in the 
MISO market, and please supply any workpapers or documents of any type that were 
developed analyzing the coal retirement issue in MISO. 

b. Please explain how environmental regulations were incorporated in the analysis PACE 
performed, and supply any workpapers or documents of any type that were developed 
analyzing the environmental regulations, and how those regulations should be 
incorporated in the modeling that PACE performed. 

c. Please discuss the findings of how coal retirements and environmental regulations 
factored into the analysis that PACE conducted, and how those impacted the market 
price results that PACE produced. 

Q2.42 In the work that ACES performed developing market price forecasts, 

a. Please provide a detailed explanation of how coal retirements were determined in the 
MISO market, and please supply any workpapers or documents of any type that were 
developed analyzing the coal retirement issue in MISO. 

b. As it relates to the market price forecasts that ACES created for any purpose associated 
with this study, please explain how environmental regulations were incorporated in the 
analysis, and supply any workpapers or documents of any type that were developed 
analyzing the environmental regulations, and how those regulations should be 
incorporated in the modeling that ACES performed. 

c. As it relates to the market price forecasts that ACES created for any purpose associated 
with this study, please discuss the findings of how coal retirements and environmental 
regulations factored into the analysis that ACES conducted, and how those impacted the 
market price results that ACES produced. 

Q2.43 Refer to KIUC-1-34. Was anything other than nominal energy market prices from PACE Global 
used in the analysis that was presented in Mr. Hite’s testimony. If so please explain how it was 
used, if not why not? 

Q2.44 In its June 1, 2012 filing of confidential material, Big Rivers filed a draft document entitled “Load 
In Concentration Analysis and Mitigation Plan” dated May 201 2 (“Draft Mitigation Plan”). 

connection with the Draft Mitigation Plan, please respond to the following: 

a. Who or what group within Big Rivers prepared or participated in the preparation of the 
Draft Mitigation Plan? Please state the names of those persons. 

b. Why is the Draft Mitigation Plan in draft form? Has the Draft Mitigation Plan been 
reviewed or approved by the Big Rivers Board of Directors? When does Big Rivers 
expect to finalize the Draft Mitigation Plan? 

c. Please provide all prior drafts of the Draft Mitigation Plan. 
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d. When did work begin on the Draft Mitigation Plan and when was the current draft 
completed? 

e. Did Big Rivers engage any consultant(s) to assist in preparation of the Draft Mitigation 
Plan? 

f. Have any consultants reviewed the Draft Mitigation Plan or given input to Big Rivers? If 
so, please identify all consultants. 

g. Please provide all internal emails regarding preparation of the Draft Mitigation Plan since 
January 1, 2012. 

h. Please provide all documents and communications between Big Rivers and third parties 
regarding preparation of the Draft Mitigation Plan since January 1, 2012. 

i. To whom or to what third party has the Draft Mitigation Plan been circulated outside Big 
Rivers (other than to the Commission and Intervenors in this docket)? 

Q2.45 On Page 4, Paragraph 3, the Draft Mitigation Plan states that Big Rivers used both the PACE 
Global price curve and a more conservative ACES forward price curve in its preparation. 
Please state whether both the PACE Global price curve and a more conservative ACES 
forward price curve were also used in the production cost modeling prepared by ACES and later 
included in the Big Rivers financial model? If the answer is Yes, please explain how this was 
done and provide which hourly data were used for the period of the modeling study. If the 
answer is No, please explain why Big Rivers chose to use only one price curve in the modeling 
and multiple price curves in preparing the Draft Mitigation Plan. 

Q2.46 On Page 8, Paragraph 3, the Draft Mitigation Plan states that benchmarking data indicates Big 
Rivers’ generation costs currently rank better than more than half of similar utilities. Please 
provide all data and documents supporting and demonstrating that statement. In your answer 
please include the names of all utilities in this statement, identifying those utilities that are 
“si m i I a r.” 

Q2.47 On Page 8, following Paragraph 3, the Draft Mitigation Plan contains five bullets, the first 
indicating that to reduce market risks, Big Rivers will evaluate the option of executing forward 
bilateral sales with counterparties and wholesale sales agreements. Please provide the names 
of all perspective counterparties which Big Rivers has contacted regarding bilateral sales or 
wholesale sales agreements and the status of those discussions. Please state whether Big 
Rivers has entered into a confidentiality agreement with any such perspective counterparties. If 
so, please identify the counterparty and the status of those discussions. 

Q2.48 On Page 9, first literary paragraph, the Draft Mitigation Report indicates long-term approaches 
will include executing long-term wholesale agreements. 

a. Please state whether Big Rivers has commenced any such investigations and, if so, 
state the identity of those counterparties. 

b. Please describe all steps taken to date in ptirsuance of this approach. 

Q2.49 On Page 9, first literary paragraph, the Draft Mitigation Report indicates long-term approaches 
will include existing load expansion. 
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a. Please state whether Big Rivers has commenced any such investigations and, if so, 
state the identity of those parties. 

b. Please describe all steps taken to date in pursuance of this approach. 

Q2.50 On Page 9, first literary paragraph, the draft Mitigation Report indicates long-term approaches 
will include load expansion by increasing the existing industrial load and by attracting new 
industries. 

a. Please state whether Big Rivers has commenced any such investigations and, if so, 
state the identity of those parties. 

b. Please describe all steps taken to date in pursuance of this approach. 

Q2.51 On Page 9, first literary paragraph, the draft Mitigation Report indicates long-term approaches 
will include load expansion by attracting new Members. 

a. Please state whether Big Rivers has commenced any such investigations and, if so, 
state the identity of those parties. 

b. Please describe all steps taken to date in pursuance of this approach. 

c. Please state your understanding of the notice period in the contracts between TVA and 
the five Kentucky cooperatives in Kentucky being served by TVA. 

Q2.52 On Page 10, Final Paragraph, the Draft Mitigation Plan discusses the additional option of laying- 
up individual generating units or entire generating stations. Scenarios 3, 4, 6 and 7 include this 
option. 

a. Please describe the extent to which Big Rivers has investigated this option. 

b. Please provide copies of all studies and documents prepared in connection with same. 

Q2.53 On Page 11, First Paragraph, the Draft Mitigation Plan discusses the additional option of 
liquidating generating stations. 

a. Please describe the extent to which Big Rivers has investigated this option. 

b. Please provide copies of all studies and documents prepared in connection with same. 

Q2.54 On Page I O ,  Final Paragraph, the Draft Mitigation Plan discusses the additional option of a (i) 
merger with another G&T cooperative, (ii) acquisition of Big Rivers by another G&T cooperative 
or (iii) acquisition of Big Rivers by an Investor-Owned Utility. 

a. Please describe the extent to which Big Rivers has investigated this option and provide 
copies of all studies and documents prepared in connection with same. 

b. If Big Rivers would consider the three options listed above after smelter closure, would 
Big Rivers consider investigating either of those options before smelter closure to 
determine if such options would prevent smelter closure and be beneficial to Big Rivers, 
the smelters and save the Western Kentucky jobs. If your answer is No, please explain 
fully. 
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Q2.55 Refer to page 8 of the Load Concentration Analysis and Mitigation Plan, which states, 
“Benchmarking data indicates Big River’s generation costs currently rank better than more than 
half of similar unit’s costs, thus Big Rivers should be able to market a significant amount of its 
excess power.” 

a. Please supply the benchmarking data and any analysis performed or reports written 
associated with that data. 

h. What parties has Big Rivers entered into discussions with concerning marketing its 
excess power, and what discussions were held? Please supply any written 
communication of any form that went back and forth between Big Rivers and that party? 

Q2.56 On page 9 (Load Concentration Analysis), Big Rivers states that many entities were short of 
generating capacity prior to the economic downturn and will likely return to the same situation 
when the economy strengthens. Please supply any analysis or support of any kind that the 
Company possesses that it based that statement on. 

Q2.57 On page 9 (Load Concentration Analysis), Big Rivers also states that it has “a cost competitive 
advantage over many of its peers because it has a lower cost generating fleet than most which 
has largely already been retrofitted with pollution controls.” 

a. Does this mean that Big Rivers generating fleet is lower in cost because Big Rivers has 
not already been retrofitted with pollution controls, while the others have? Please 
explain. 

Q2.58 Referring to the Load Concentration Analysis. Once the requested environmental upgrades 
have been made, will Big Rivers generating fleet still be lower in cost than the others? Please 
explain. 

Q2.59 Concerning Scenarios 1 through 8 of the Load Concentration Analysis, did ACES perform the 
modeling work using the PAR model? If not, who performed the modeling work and what 
production cost model was used? 

Q2.60 Concerning Scenario 1 of the Load Concentration Analysis: 

a. Was that scenario the same scenario as the Build, No Smelter Scenario in the 
Company’s ECP filing? If not, please explain the differences (process, data 
assumptions , etc). 

b. Other than the market price forecast, did PACE Global supply any other data that was 
used in the analysis. If so, please provide all information, documentation, etc, that 
PACE supplied for the production cost analysis. 

c. If this scenario is different than the Build, No Smelter Scenario in the Company’s ECP 
filing, provide a list of all assumptions that differentiated this case from the Build, No 
Smelters case in the ECP filing. Also, provide a fully populated, input database to the 
production cost model that was used to conduct the analysis and provide all results 
electronically from the production cost model used to develop that case. In addition, 
provide the input assumptions for the production cost model in excel spreadsheet format 
as the Company did for other cases supplied. 

d. Finally, provide all models, workpapers, analyses, etc that were created and used to 
develop the results that are found on page 13 of the report. These models should be 
supplied electronically, with all referenced spreadsheets attached, and all formulas 
active. 
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e. Provide all models, data assumptions, workpapers, analyses, etc. that were created to 
perform an economic analysis (Net Present Value or similar analysis). These models 
should be supplied electronically, with all referenced spreadsheets attached, and all 
formulas active. 

Q2.61 Concerning Scenario 2 of the Load Concentration Analysis: 

a. Was that scenario the same scenario as the Buy, No Smelter Scenario in the Company’s 
ECP filing? If not, please explain the differences (process, data assumptions, etc). 

b. Other than the market price forecast, did PACE Global supply any other data that was 
used in the analysis. If so, please provide all information, documentation, etc, that 
PACE supplied for the production cost analysis. 

c. If this scenario is different than the Buy, No Smelter Scenario in the Company’s ECP 
filing, provide a list of all assumptions that differentiated this case from the Build, No 
Smelters case in the ECP filing. Also, provide a fully populated, input database to the 
production cost model that was used to conduct the analysis and provide all results 
electronically from the production cost model used to develop that case. In addition, 
provide the input assumptions for the production cost model in excel spreadsheet format 
as the Company did for other cases supplied. 

d. Finally, provide all models, workpapers, analyses, etc that were created and used to 
develop the results that are found on page 14 of the report. These models should be 
supplied electronically, with all referenced spreadsheets attached, and all formulas 
active. 

e. Provide all models, data assumptions, workpapers, analyses, etc. that were created to 
perform an economic analysis (Net Present Value or similar analysis). These models 
should be supplied electronically, with all referenced spreadsheets attached, and all 
formulas active. 

Q2.62 Concerning Scenario 3 of the Load Concentration Analysis: 

a. Please provide the ACES market price forecast (referred to as lower market prices), and 
all models, assumptions, dacumentation, etc, used or produced in developing the market 
price forecast. Please supply all models and spreadsheets electronically, with all 
formulas active. 

b. Provide a list of all assumptions that differentiated this case from the Buy, No Smelters 
case in the ECP filing. Also, provide a fully populated, input database to the production 
cost model that was used to conduct the analysis and provide all results electronically 
from the production cost model used to develop that case. In addition, provide the input 
assumptions for the production cost model in excel spreadsheet format as the Company 
did for other cases supplied. 

c. Finally, provide all models, workpapers, analyses, etc that were created and used to 
develop the results that are found on page 15 of the report. These models should be 
supplied electronically, with all referenced spreadsheets attached, and all formulas 
active. 

d. Provide all models, data assumptions, workpapers, analyses, etc. that were created to 
perform an economic analysis (Net Present Value or similar analysis). These models 
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should be supplied electronically, with all referenced spreadsheets attached, and all 
formulas active. 

(22.63 Concerning Scenario 4 of the Load concentration Analysis: 

a. Provide a list of all assumptions that differentiated this case from Scenario 3 of the Load 
Concentration Analysis. Also, provide a fully populated, input database to the production 
cost model that was used to conduct the analysis and provide all results electronically 
from the production cost model used to develop that case. In addition, provide the input 
assumptions for the production cost model in excel spreadsheet format as the Company 
did for other cases supplied. 

b. Finally, provide all models, workpapers, analyses, etc that were created and used to 
develop the results that are found on page 16 of the report. These models should be 
supplied electronically, with all referenced spreadsheets attached, and all formulas 
active. 

c. Provide all models, data assumptions, workpapers, analyses, etc. that were created to 
perform an economic analysis (Net Present Value or similar analysis). These models 
should be supplied electronically, with all referenced spreadsheets attached, and all 
formulas active. 

(22.64 Concerning Scenario 5 of the Load Concentration Analysis: 

a. Provide a list of all assumptions that differentiated this case from Scenario 1 of the Load 
Concentration Analysis. Also, provide a fully populated, input database to the production 
cost model that was used to conduct the analysis and provide all results electronically 
from the production cost model used to develop that case. In addition, provide the input 
assumptions for the production cost model in excel spreadsheet format as the Company 
did for other cases supplied. 

b. Finally, provide all models, workpapers, analyses, etc that were created and used to 
develop the results that are found on page 17 of the report. These models should be 
supplied electronically, with all referenced spreadsheets attached, and all formulas 
active. 

c. Provide all models, data assumptions, workpapers, analyses, etc. that were created to 
perform an economic analysis (Net Present Value or similar analysis). These models 
should be supplied electronically, with all referenced spreadsheets attached, and all 
formulas active. 

(22.65 Concerning Scenario 6 of the Load Concentration Analysis: 

a. Provide a list of all assumptions that differentiated this case from Scenario 4 of the Load 
Concentration Analysis. Also, provide a fully populated, input database to the production 
cost model that was used to conduct the analysis and provide all results electronically 
from the production cost model used to develop that case. In addition, provide the input 
assumptions for the production cost model in excel spreadsheet format as the Company 
did for other cases supplied. 

b. Finally, provide all models, workpapers, analyses, etc that were created and used to 
develop the results that are found on page 18 of the report. These models should be 
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supplied electronically, with all referenced spreadsheets attached, and all formulas 
active. 

c. Provide all models, data assumptions, workpapers, analyses, etc. that were created to 
perform an economic analysis (Net Present Value or similar analysis). These models 
should be supplied electronically, with all referenced spreadsheets attached, and all 
formulas active. 

Q2.66 Concerning Scenario 7 of the Load Concentration Analysis: 

a. Provide a list of all assumptions that differentiated this case from Scenario 6 of the Load 
Concentration Analysis. Also, provide a fully populated, input database to the production 
cost model that was used to conduct the analysis and provide all results electronically 
from the production cost model used to develop that case. In addition, provide the input 
assumptions for the production cost model in excel spreadsheet format as the Company 
did for other cases supplied. 

b. Finally, provide all models, workpapers, analyses, etc that were created and used to 
develop the results that are found on page 19 of the report. These models should be 
supplied electronically, with all referenced spreadsheets attached, and all formulas 
active. 

c. Provide all models, data assumptions, workpapers, analyses, etc. that were created to 
perform an economic analysis (Net Present Value or similar analysis). These models 
should be supplied electronically, with all referenced spreadsheets attached, and all 
formulas active. 

Q2.67 Concerning Scenario 8 of the Load Concentration Analysis: 

a. Provide a list of all assumptions that differentiated this case from Scenario 1 of the Load 
Concentration Analysis. Also, provide a fully populated, input database to the production 
cost model that was used to conduct the analysis and provide all results electronically 
from the production cost model used to develop that case. In addition, provide the input 
assumptions for the production cost model in excel spreadsheet format as the Company 
did for other cases supplied. 

b. Finally, provide all models, workpapers, analyses, etc that were created and used to 
develop the results that are found on page 20 of the report. These models should be 
supplied electronically, with all referenced spreadsheets attached, and all formulas 
active. 

c. Provide all models, data assumptions, workpapers, analyses, etc. that were created to 
perform an economic analysis (Net Present Value or similar analysis). These models 
should be supplied electronically, with all referenced spreadsheets attached, and all 
formulas active. 

Q2.68 In the ECP filing production cost analyses, ACES used a single reference case fuel forecast, 
market price forecast, allowance price forecast from PACE Global even though PACE supplied 
200 iterations. 

a. In the Load Concentration Study, was the same approach used in which a single 
reference case forecast for market prices, fuel costs, and allowance prices were used? 
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b. If not, please explain why it was appropriate to conduct the studies differently? 

c. If so, please explain why single forecasts were used when PACE created multiple 
iterations. 

Q2.69 On page 23 of the Load Concentration Study report, it states that Big Rivers will continue to 
conduct analyses. What analyses have been conducted since the Draft Report has been 
produced, or will be conducted? Please provide a detailed description of what have been or will 
be conducted. 

Q2.70 Concerning the LMP Impact Study - Loss of Smelter Load 

a. Please explain how results of this study factored into any results filed in the Company’s 
ECP filing, or factored into any of the Scenarios 1 - 8 of the Load Concentration 
Analysis. 

b. Please provide all outputs from the LMP Impact Study that were treated as inputs to any 
study disciissed in part a of this question. 

c. Why wasn’t the PROMOD model used to conduct the studies discussed in part a of this 
question? 

Q2.71 Regarding the PACE Global MISO Power Price Assessment dated January 12,2012 

a. Are the reference price forecasts the same as what were used in the ACES analyses for 
the ECP Filing (Base Case, Build Case, etc)? 

b. Please provide an explanation of how the forecasts found on page 4 relate to the 200 
iteration forecasts found in PACE-Big Rivers Data Request Outputs-I 20524.xlsx. 
Explain the difference in the way that the forecasts were created, and the difference in 
the way that the forecasts were used in any studies. 

c. Please supply all models, input data assumptions, spreadsheets, and documentation of 
any type, used in creating the data found on page 4 (HH Gas Prices), page 5 (coal 
prices), page 7 (C02 prices), page 10 - 12 (market prices), and results found on pages 
13 - 15. Also spreadsheets and models, should be provided electronically, with all 
formulas included. The spreadsheets and models for the data found on these pages 
should also be provided. 

d. Page 17 indicates that PACE Global would supply detailed data on MISO power price 
projections. Please supply the detailed data that PACE Global supplied to Big Rivers. 
This should be provided electronically, and all spreadsheets and models should have all 
referenced spreadsheets included and all formulas included. 
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Respectfully submitted, 

Michael L. Kurtz, Esq. 
BOEHM, KURTZ & LOWRY 
36 East Seventh Street, Suite 1510 
Cincinnati, Ohio 45202 
Ph: (513) 421-2255 Fax: (513) 421-2764 
E-Mail: mkurtz@BKLlawfirm.com 

COUNSEL FOR KENTUCKY INDUSTRIAL UTILITY 
CUSTOMERS, INC. 

David C. Brown, Esq. 
STITES & HARBISON 
1800 Providian Center, 400 West Market Street 
Louisville, KY 40202 
Ph: (502) 587-3400 Fax: (502) 587-6391 
E-mail. dbrown@stites.com 

CO-COUNSEL FOR ALCAN PRIMARY PRODUCTS 
CORPORATI ON 

May 21,2012 
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Venfyx Consulting Agreement 

This Consulting Agreement ("Agreement") is by and between Ventyx Inc., whose office is located at 400 Perimeter Center 
Terrace, Suite 500, Atlanta, Georgia 30346 ("Ventyx") and Hayet Power Systems Consulting, whose office is located at 215 
Huntcliff Terrace, Atlanta, GA 30350 ("Client"), effective upon execution of both parties. Ventyx will provide the services set forth 
herein: 

1. Consultinq Services. Ventyx will make available the services of Ventyx personnel to perform certain short-term 
consulting services ("Services") as generally described in one or more Statement of Work ("SOW") under this 
Agreement. Successive Statements of Work shall be identified by number and each shall reference this Agreement. 

2. Pavments. Client will pay Ventyx for the Services as set forth the applicable SOW. In addition, Client will pay, or 
reimburse Ventyx for, (i) all taxes based upon the charges in this Agreement (ii) all Services-related and reasonable 
travel and travel-related expenses. If the payment terns are not specified in the applicable SOW, Ventyx will invoice 
Client on a monthly basis for all charges payable hereunder, which shall be due within 30 days from invoice receipt 
date. Any sum not paid when due will bear interest until paid at the maximum rate of interest allowed by applicable 
law. 

3. Confidentialitv. The parties recognize that in the course of performing the Services, both parties may have access to 
confidential or proprietary information belonging to the other and each agrees that any such confidential and 
proprietary information shall remain confidential and shall not be disclosed to any third party. Each party agrees that, 
for a period of two (2) years from receipt of information from the other party hereunder, such party will use the same 
means it uses to protect its own confidential proprietary information, but in any event not less than reasonable means, 
to prevent the disclosure and to protect the confidentiality of both (i) written information received from the other party 
which is marked or identified as confidential, and (ii) oral or visual information ("Confidential Information"), The 
foregoing will not prevent either party from disclosing Confidential Information which belongs to such party or is (i) 
already known by the recipient party without an obligation of confidentiality, (ii) publicly known or becomes publicly 
known through no unauthorized act of the recipient party, (iii) rightfully received from a third party without breaching 
any confidentiality or non-disclosure obligations to any third party, (iv) independently developed by the recipient party 
without use of the other party's Confidential Information, (v) disclosed without similar restrictions to a third party by the 
party owning Confidential Information, (vi) approved by the other party for disclosure, or (vii) required to be disclosed 
pursuant to a requirement of a governmental agency or law so long as the disclosing party provides the other party 
with notice of such requirement prior to any such disclosure and reasonably cooperates with the other party in 
connection with obtaining any protective order limiting such disclosure. 

Prowietaw Riahts. The parties acknowledge and agree that: (a) Ventyx owns all right, title and interest in and to all 
Ventyx Confidential Information (and the media containing such Confidential Information) including, without limitation, 
the Work Product and all patent, trademark, copyright, trade secret, and other intellectual property rights related 
thereto; and (b) Client owns all right, title and interest in and to all of Client's Confidential Information (and the media 
containing such Confidential Information) including, without limitation, the patent, trademark, copyright, trade secret, 
and other intellectual property rights related thereto, as well as engagement-specific reports delivered by Ventyx 
except with respect to the Ventyx Confidential Information or Work Product contained in such reports. All Work 
Product, and all patent, trademark, copyright, trade secret, and other intellectual property rights related thereto, is the 
property of Ventyx and is licensed nonexclusively to Client, at no additional license fee, pursuant to the terms of the 
license for software contained in a License Agreement and subject to the terms of this Agreement. To the extent Client 
acquires any rights in the Work Product Client hereby assigns such rights to Ventyx. Client shall give Ventyx all 
reasonable assistance and execute all documents necessary to assist or enable Ventyx to perfect, preserve, register 
andlor record such assignment and Ventyx's rights in any Work Product. 

4" 

5. Termination. Either party may terminate this Agreement in whole, but not in part, for any reason upon providing sixty 
days prior written notice to the other party. Upon termination of this Agreement for any reason, Ventyx will cease to 

Ventyx Confidential and Proprietary 
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perform the Services hereunder for Client and Client will pay to Ventyx: (a) for Services performed on a time and 
materials basis, all sums due including reimbursable expenses to Ventyx as a result of Services performed prior to 
such termination; or (b) for Services performed on a fixed fee basis, for all milestanes initiated at the effective date of 
the termination. 

6. Warrantv Disclaimer and Limitation on Liability. VENTYX MAKES NO REPRESENTATION OR WARRANTY, 
EXPRESS OR IMPLIED, AND HEREBY EXPRESSLY DISCLAIMS ANY AND ALL SUCH WARRANTIES, 
REGARDING ANY MATTER INCLUDING THE MERCHANTABILITY, SUITABILITY, ORIGINALITY, FITNESS FOR A 
PARTICULAR USE OR PURPOSE, OR RESULTS TO BE DERIVED FROM THE USE OF ANY MATERIALS OR 
SERVICES PROVIDED UNDER THIS AGREEMENT. IN NO EVENT SHALL VENTYX BE LIABLE FOR ANY LOST 
PROFITS, LOSS OF GOODWILL, OR FOR SPECIAL, EXEMPLARY, PUNITIVE, INDIRECT, INCIDENTAL OR 
CONSEQUENTIAL DAMAGES OR ANY OTHER DAMAGES. THE SERVICES PERFORMED UNDER THIS 
AGREEMENT ARE ASSOCIATED WITH THE VENTYX SOFTWARE LICENSED BY CLIENT AND CLIENT 
ACKNOWLEDGES THAT THEY ARE NOT' CONSIDERED ACCOUNTING SERVICES. SUBJECT TO THE 
FOREGOING LIMITATION OF LIABILI'T'Y VENTYXS LIABILITY UNDER THIS AGREEMENT SHALL NOT EXCEED 
THE AMOUNT PAID BY CLIENT TO VENTYX UNDER THE SOW GIVING RISE TO THE LIABILITY. 

'7 1 Relationshir, of Parties. Ventyx in furnishing the Services to Client under this Agreement is acting only as an 
independent contractor. 

8. Aqreement. This Agreement constitutes the entire agreement between the parties with respect to the subject matter of 
this Agreement. No change, waiver or discharge will be valid unless in writing and signed by an authorized 
representative of the party against whom such change, waiver or discharge is sought to be enforced. This Agreement 
will be governed by and construed in accordance with the laws, other than choice of law rules, of the State of Georgia. 

IN WITNESS WHEREOF, the parties have executed this Agreement as of the date first set forth below and further represent and 
warrant that the individuals signing below have the corporate power and authority to enter into this Agreement and to carry out 
the transactions contemplated in this Agreement. 

ACCEPTED: 
Hayet Power Systems Consulting 

ACCEPTED, 
Ventyx Inc. 

Authorized Signature Authorized Signature 

Printed Name Printed Name, 

Title Title 

Date Date 

Authorized Signature 

Printed Name 

Title 

Date 

Ventyx Confidential and Proprietary 
20111l-RS 
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This Statement of Work (“SOW) is effective as of (“Effective Date”) by and 

between Ventyx Inc., located at 400 Perimeter Center Terrace, Suite 500, Atlanta, Georgia 30346 

(“Ventyx”) and Hayet Power Systems Consulting, whose office is located at 215 Huntcliff Terrace, Atlanta, 

GA 30350 (“Client”). 

This SOW is entered into under the Consulting Agreement between the Parties dated 

(“Contract”). In the event of any conflict in the terms between this SOW and the Contract, the terms of 

this SOW shall prevail. All capitalized terms not otherwise defined herein shall have the same meaning 

as in the Contract. 

Ventyx Sales Executive 
Name: Brenton Meese 
Phone: 678.825.1467 
Cell: 404.964.8882 
Fax: 
E-mail: Brenton. Meese@ventyx. abb. com 

Client Project Manager 
Name: Phil Hayet 
Address: 215 Huntcliff Terrace 

Phone: 770-587-5402 

E-mail: philhaye@concentric.net 

Atlanta, GA 30350 

Fax: 877-862-0734 

P O # :  

Ventyx Project Manager 
Name: Joe McLeer 
Phone: 678-830- 1079 
Cell: 
Fax: 
E-mail: joseph. mcleer@ventyx. abb. com 

Client “Bill to” ContacVDepf.: 
Name: Phil Hayet 
Address: 215 Huntcliff Terrace 

Phone: 770,-587-5402 

E-mail: philhaye@concentric.net 

Atlanta, GA 30350 

Fax: 877-862-0734 

EPM Planning and Risk Training -ESTIMATE STATEMENT OF WORK (ESOW) FOR Hayet Power Systems Cansulting I 
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1 INTRODUCTION AND OBJECTIVES 

Client has entered into a consulting engagement with another party that licenses the Ventyx EPM 
Planning and Risk software for the purposes of performing certain analyses on their behalf. Client 
has agreed to license the Ventyx Planning and Risk software but as a new user will require 
assistance with the installation and use of the product. 

1 .I Understanding the Requirements 

Client has requested training on the Ventyx EPM Planning and Risk (PaR) module, which they 
have licensed on a limited-term basis for the purposes of performing work on a consulting 
engagement. Client has indicated that only a limited scape use of PaR would be needed to 
facilitate the scope of work they are to perform and would not require a complete understanding of 
all the main features and functions of software. Therefore the Client has requested only a 1 -day 
training session as opposed to the typical 3-4 days of training required for most new PaR users. 

1.2 References 

EPM 5.3 Minimum Data Model Requirements 

0 EPM 5.3 Certified Environments 

2 SCOPE OF WORK 

2.1 Task I - Provide EPM Planning and Risk Overview Training 

Ventyx will provide a I -day EPM Planning and Risk overview training session. This training will 
provide a working knowledge of the EPM interface and cover basic data editing concepts, run 
setup and execution, and basic output reporting methods. 

2.2 Task 2 - Provide Additional Consulting Support 

Ventyx will provide an estimated I-week of additional consulting support to assist the Client with 
any software installation or modeling issues that are encountered during the engagement period. 
Such support will include review of the Client's hardware to ensure that it meets the minimum 
requirements, assistance with the installation and setup of any prerequisite software such as MS 
SQL Server, and any Ventyx-specific software such as the EPM Core, Application Management, 
and Prosym,, setup and formatting of SQL Server databases, and assistance with any post-training 
issues associated with the use of Planning and Risk. 

EPM Planning and Risk Training -ESTIMATE STATEMENT OF WORK (ESOW) FOR Hayet Power Systems Consulting 1 
Page 5 of 10 



3 

3.1 

3.2 

3.3 

ATED SCHEDULE & DELWERABLES 

The following estimated schedule and deliverables have been identified within this Statement of 
Work (SOW). 

Estimated Schedule of Work 

The estimated schedule of work will be agreed to upon acceptance of the Statement of Work 
(SOW) by both parties. 

Deliverables from Ventyx 

Ventyx will deliver the following items under the Statement of Work (SOW): 

0 

e 

Basic EPM Planning and Risk overview training (1 day) 

Additional consulting support to assist the Client with any software installation or modeling 
issues (estimated 1 week) 

Deliverables from Client 

The Client will deliver the following items to support the activities for this Statement of Work 

None. 

(SOW): 

EPM Planning and Risk Training -ESTIMATE STATEMENT OF WORK (ESOW) FOR Hayet Power Systems Consulting I 
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3.4 Assumptions 

The following assumptions have been made when producing this Statement of Work (SOW): 

Client will procure all prerequisite software as specified by the EPM 5.3 Certified 
Enviranments document referenced in Section 1.2, namely a certified version of SQL Server. 
Ventyx will assist Client with the procurement and installation of all prerequisite software. 

All Ventyx software is to be delivered electronically. 

Training will be provided at Ventyx’s Atlanta office, unless an alternative mutually agreed 
upon location is  decided at the time of the training. 

The Ventyx project manager will provide a single point of contact between Client and Ventyx 
with regard ta scope, schedule, and resources assigned to accomplish the Ventyx services. 

Client will have the appropriate computer hardware and technical enviranment in place, and 
will provide all required access, prior to the Ventyx consultants commencing work. 

Client computer hardware and software will meet the minimum requirements as specified in 
the References noted in Section 1.2 of this SOW. 

Any other additional services beyond the scope as stated in Section 2 of this SOW will be 
billed at the attached rate schedule. 

EPM Planning and Risk Training -ESTIMATE STATEMENT OF WORK (ESOW) FOR Hayet Power Systems Consulting I 
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4 CHARGES 

4.1 Fee Summary 

The fee for this training is an estimated $14,000 and will be performed on a Time and Materials 
basis, exclusive of expenses and taxes. The estimates provided below are intended to be an 
estimate for budgetary and Ventyx resource scheduling piirposes only. 

All fees presented in the SOW are expressed in US Dollars unless stated otherwise. 

1 day Training Consultant Provide EPM Planning and 
Risk Overview training day I 2,000 I 2,000 

4.2 Travel Expenses 

Travel expenses for this SOW are estimated to be $0. 

4.3 Payment Terms 

Ventyx will invoice monthly in arrears and Client agrees to pay Ventyx thirty (30) days from date of 
invoice. 

EPM Planning and Risk Training -ESTIMATE STATEMENT OF WORK (ESQW) FOR Hayet Power Systems Consulting ] 
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6 SIGNATURE OF ACCEPTANCE 

Pricing is subject to change  at Ventyx’s sole discretion if not signed by Hayet Power System 
Consulting and returned to Ventyx on or before 30 J u n e  2012. 

IN WITNESS WHEREOF, the parties have  caused this S O W  to b e  executed by their duly 
authorized representatives. 

Hayet Power Systems Consulting 

By: 

Name: 

Title: 

Date: 

Ventyx Inc. 

By: By: 

Name: Name: 

Title: Title: 

Date: Date: 

To indicate approval, please return a signed PDF version of the entire PSO SOW via email or fax to: 

Tencia DeLuke, tencia. deluke@,ventvx. abb. com 
Fax +I-770-206-2279 

I If your company requires an original hard copy, please mail two signed s e t s  to: 

Tencia DeLuke 
Ventyx Inc. 

400 Perimeter Center Terrace, Suite 500, 
Atlanta Georgia 30346 
Tel: +I-678-825-1445 

I 

EPM Planning and Risk Training -ESTIMATE STATEMENT OF WORK (ESOW) FOR Hayet Power Systems Consulting I 
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VENTYX 
2012 RATE SCHEDULE - CONSULTING SERVICES 

Rate Group m 
Sr. Vice President 420 

Vice President, Subiect Matter Expert I Expert Witness 400 

Director 370 

Principal Consultant 31 5 

Lead Consultant 300 

Project Manager 265 

Senior Consultant 230 

Consultant 21 0 

Associate Consultant 185 

Technical and Administrative Professionals 145 

15% Adder for Work for Litigation /Regulatory Proceedings 

Support Service Charges. In addition to payment for professional services, all reasonable and necessary expenses 
incurred in connection with the performance of professional services will be billed at cost. Such expenses include, 
but are not limited to, outside reproduction costs, artwork, airline travel, meals, lodging, postage, freight, telephone, 
and travel related expenses. Mileage is charged at the prevailing Standard Mileage Rate as determined by the 
Internal Revenue Service. 

Insurance Provisions. Where a Client requires that it or other entities be named as additional insured with regard to 
company insurance policies, any cost to Ventyx of such provisions shall be billed to the Client. 

Fee Schedule Revision. This schedule is effective commencing January 1, 2012, and may be revised periodically 
by Ventyx. 

EPM Planning and Risk Training -ESTIMATE STATEMENT OF WORK (ESOW) FOR Hayet Power Systems Consulting I 
Page 10 of 10 



KWalton 

@lScenarios needed f ases.v1 .xlsx 
008/17/12 12:02 PM 



Base Case 

Build 
Build No SCR 

BUY 
Build no smelter 

Buy no smelter 



A P M  P C M  
Big Rivers.15Year.CAIR Base Case 

Big Rivers.15Year.CSAPR By Equip [2/9/12] 
Big Rivers.15Year.CSAPR By Equip.LowerGreenNOx [2/10/12] 

Big Rivers.15Year.CSAPR By Equip New 12/18/12] 

Big Rivers.15Year.CSAPR by Gen.Colemanout [2/8/12] 

Big Rivers.lSYear.CSAPR by Gen.VarLimit [2/22/12] 
Big Rivers.15Year.CSAPR By Equip.NoSmelters [2/14/12] 

Big Rivers.15Year.CSAPR By Gen.NaSmelters [2/15/12] 

Big Rivers. 15Year.CSAPR By Gen .Va rLimi t s  N oSmel ters 
Big Rivers.15Year.CSAPR By Equip.NoSmelters.CurrentPrices [2/26/12] 

Big Rivers.15Year.CSAPR By Equip.NoWilsonColemanSmelters.CurrentPrices [3/19/12] 

Big Rivers.15Year.CSAPR By Equip.NoWilsonColemanSmelters.CurrentPrices.2014start [4/4/12] 

Big Rivers. l5Year.CSAPR By Gen.NoWilsonColemanSmelters.CurrentPrices.2014start [4/14/12] 
Big Rivers.15Year.CSAPR By Equip.NoWilson.NoAlcan.CurrentPrices [4/5/12] 

Big Rivers.15Year.CSAPR By Equip.NoColeman.NoCentury.CurrentPrices [3/19/12] 

Big Rivers.15Year.CSAPR By Equip.NoColeman.NoCentury.CurrentPrices.2014start [4/4/12] 

Big Rivers.15Year.CSAPR By Gen.NoColemanCentury.CurrentPrices.2014start [5/4/12] 
Big Rivers.15Year.CSAPR By Gen,NoWilsonCentury.CurrentPrices.2014start [5/4/12] 

Big Rivers.15Year.CSAPR By Gen.NoColemanCentury.CurrentPrices.2014start.VarLimit [5/14/12] 

Big Rivers.15Year.CSAPR By Equip.LowerGreenNOx.CurrentPrices [5/8/12] 



Scenario 1 
CAIR.BaseCase.Gen 
CSAP R . B y E q  ui p .G e n 
CSAPR.ByEquip.Gen 

CSAPRByEquip.GenNoSmelter 
CSAPR.ByGen.Gen 
CSAPRByGen.PriceVarLimit 
CSAPRByEquip.GenNoSmelter 
CSAPRByGen.GenNoSmelter 

CSAPRByGenVarLimitGen.NoSmelter 
CSAPRByEquipPriceNoSmelter.CurrentPrices 
E q  ui p.NoColeNoCentury.Current Prices 

ByEquipNoWilson.ColeGenNoSmelter.CurrentPrices 
CSAPRByGen.NoSmelter.SetDispatch 
Prices-ByEquipNaWilson.ColeGenNoSmelter 
Prices-ByEquipNoWilson.ColeGenNoSmelter 
Prices-ByEquipNoWilson.CaleGenNoSmelter 
CSAPRByGen.NoColemanCentury.CurrentPrices 
CSAPRByGen.NaWilsonCentury.CurrentPrices 
CSAPR.ByGen.VarLimitGen 

CSAPRByEquip.1.owerGreenNox.Gen 



Scenario 2 
CAIR.BaseCase.Price 
CSAPR.ByEquip.Price 

CSAPR.ByEquip.Price 

CSAPRByEquip.PriceNoSmelter 
CS A P R . By E q u i p . P rice 
CSAPR. ByGen.VarLim i tGen 

CSAPRByEquip.PriceN\loSmelter 
CSAPRByGen.PriceNoSmelter 
CSAPRByGen .PriceVa rLimit 

CSAPRByEquipGenNoSmeIter.CurrentPrices 
Prices-9yEquipNoWilson.ColeGenNoSmelter 
Prices-9yEquipNoWilson.ColeGenNoSmelter 
Prices-ByEquipNoWilson.ColeGenNoSmelter 
Equip.NoWilsonNoA1can.CurrentPrices 
9yEquipNoWilson.ColeGenNoSmelter.CurrentPrices 
Equip.NaColeNoCentury.CurrentPrices 
Prices-ByEquipNoWilson.ColeGenNaSmelter 
Prices-ByEquipNoWilson.ColeGenNoSmelter 
Prices-9yEquipNoWilson.ColeGenNoSmelter 
Prices-ByEquipNoWilson.ColeGenNoSmelter 
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Roanld M. Sullivan 

Jcssc T Mountjoy 

Frank Stainbaclc 

James M. Miller 

Michael A. Fiorella 

Allen W. Holbrook 

R. Michael Sulliron 

Bryan R. Rcynolds 

Tyson A. Knmuf 

Mark tV. Starncs 

C. Ellsworth Mountjoy 

Mary t. Moorhousc 

SULLIVAN. MOUNTJOY, STAINBACK. & M I L L E R  PSC 

A T T O R N E Y S  AT LAW 

June 8, 2012 

Via Federal Express 

Jeff DeRouen 
Executive Director 
Public Service Commission 
211 Sower Boulevard, P.0. Box 615 
Frankfort, Kentucky 40602-0615 

Re: In the Matter of: Application of Rig Rivers Electric Corporation 
for Approval of i ts  201 2 Environmental Compliance Plan, 
for Approval of i ts  Amended Environmental Cost Recouery 
Surcharge Tariff, for Certificates of Pu  blic Convenience and 
Necessity, and for Authority to Establish a Regulatory Account, 
P.S.C. Case No. 2012-00063 

Dear Mr. DeRouen: 

Enclosed for filing are an original and ten copies of Big Rivers Electric 
Corporation’s response to the intervenors’ joint motion to compel. 
this letter and a copy of this response have been served on each of the 
persons listed on the enclosed service list. 

A copy of 

Sincerely, 

TyT 
Tyson Kamuf 

TAWej 
Enclosures 

cc: Mark A. Bailey 
Albert Yockey 

Telephonc (270) 926-4000 

Tclccopier (270) 683-6694 

100 St. Ann Building 
PO Box 727 

Qwcnsboro, Kcnrucky 
42302-0727 



Service List 
PSC Case No. 2012-00063 

Jennifer B. Hans, Esq. 
Dennis G. Howard, 121, Esq 
Lawrence W. Cook, Esq. 
Matt James, Esq. Suite 800 
Assistant Attorneys General 
1024 Capitol Center Drive 
Suite 200 
Frankfort, KY 40601-8204 

Christopher Leung 
Earthjustice 
156 William Street 

New York, New York 10038 

Michael L,. Kurtz, Esq. 
Kurt J. Boehm, Esq. 
Roehm, Kurtz and Lowry 
36 East Seventh Street, Suite 1510 
Cincinnati, OH 45202 

David C. Brown, Esq. 
Stites & Harbison PLLC 
1800 Providian Center 
400 West Market Street 
Louisville, KY 40202 

Joe Childers, Esq. 
Joe I?. Childers & Associates 
300 Lexington Building 
201 West Short Street 
Lexington, Kentucky 40507 

Kristin Henry 
Staff Attorney 
Sierra Club 
85 Second Street 
San Francisco, CA 94105 

Shannon Fisk 
745 N. 24th St. 
Philadelphia, PA 19130 
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COMMONWEALTH OF KENTUCKY 
BEFORE THE PIJBLIC SERVICE COMMISSION OF KENTUCKY 

In the Matter of: 

Application of Big Rivers Electric Corporation 

Compliance Plan, for Approval of its Amended 
Eiivironmental Cost Recovery Surcharge Tariff, ) Case No. 20 12-00063 
for Certificates of Public Convenience and 
Necessity, and for Authority to Establish a 1 
Regulatory Account 1 

) 

) 
for Approval of its 2012 Environrneiital ) 

RESPONSE OF BIG RIVERS ELECTRIC CORPORATION TO JOINT MOTION TO 
COMPEL OR TO ISSUE A SUBPOENA-DUCES TECUM 

Kentucky Industrial TJtility Custorners, Tiic. (“KITJC”), Ben Taylor, Sierra Club, and the 

Kentucky Attorney Geiieral (collectively, the ~‘Intervenors’’) have filed a joint motion (“Motion 

to Compel”) asking the Kentucky Public Service Coinmission ((‘Coinmission’’) to either (i) 

require Big Rivers Electric Corporation (“Big Rivers”) to request and require the production of a 

database from ACES Power Marketing (“ACES”) that ACES used in its planning models for this 

case, or (ii) issue a subpoena duces tecum requiring ACES to produce the database. For its 

response to the Motion to Compel, Big Rivers states as follows: 

Before addressing the substance of the Motion to Compel and the numerous disingeiiuous 

aliegations made by the Intervenors in their Motion to Compel, Big Rivers would like to reiterate 

that it recognizes the time constraints placed on the Coininission a id  the Intervenors. In that 

regard, Big Rivers has cooperated with the Intervenors’ requests to discuss their asserted needs, 

and has made a concerted effort to provide information the Iiitervenors have sought in this 

proceeding on an expedited basis. In fact, Big Rivers provided a substantial amount of niodel- 
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16 

17 

18 

19 

20 
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22 

23 

related data, including data related to the ACES model, even before it  was required to file its 

responses to the Commission Staff‘s and the Intervenors’ requests for information: 

1. 

2. 

3 .  

4. 

On April 26,2012, Big Rivers filed a CD containing input and output data from financial 

models used in its cost effectiveness evaluation and PACE GIobaI price curve data for 

energy prices, fuel prices, and allowance prices; 

On May 24, 2012, Big Rivers filed a CD containing input and output data and input 

assumptions from the approximately 20 runs of the planning model thai ACES performed 

for this case; 

On May 29, 2012, Big Rivers filed one CD containing input and output data from 

additional financial model runs and another CD containing input and output data from the 

PACE Global model; and 

On May 30, 2012, Big Rivers filed a CD containing input and output data from the 

Sargent & Lundy model. 

Big Rivers then responded to hundreds of requests for information (over 500 if subparts are 

counted) on June I ,  201 2, and the same day, it provided the price and load shape data that ACES 

used. Also, when KII.JC raised concerns about its ability to run the ACES model, Big Rivers and 

ACES participated in a conference call with the Intervenors in an attempt to address those 

concerns. And Rig Rivers has held numerous discussions with ACES over the past few weeks 

seeking resolution of disclosure issues that have prevented ACES from providing information at 

the level requested by Intervenors. 

The Intervenors’ Motion to Compel is presumably based on an alleged failure of Big 

Rivers to properly respond to a request for information. However, none of the requests for 

information actually asks for the database, or even uses the term “database.” The requests for 

2 
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in€ormation cited in the Motion to Compel ask for “all models and spreadsheets dcveloped 

containing input assuinptions and output results,”‘ “all written reports, meinos, ernails or 

docuinentation of any type that” ACES produced,2 “all of the production cost modeling 

(including input and output files) and workpapers.. .generated by ACES Power M ~ k e t i n g , ” ~  

“any and all inputs that were cfiose~i,”~ and documents transferred between Big Rivers and 

ACES.’ Big Rivers’ responses to those requests for jnformation are fully responsive. The CDs 

referenced above cantain all of the relevant models and spreadsheets with input assumptions and 

output results, and a11 of the relevant input and output data and files, and Big Rivers’ responses 

to the requests for in€ormation contain all other docunients transferred between Rig Rivers and 

ACES. 

The database is not an input file and was not transferred between Big Rivers and ACES. 

Moreover, the terminology used in the requests for information makes it clear that none of the 

requests for information asks for a fully-populated, functioning database. For example, Item 53 

of Ben Taylor and the Sierra Club’s Initial Requests for Information requests “input and output 

files” and “any changes to the input files that may be required to reproduce the modeling,” which 

implies that the Intervenors are not asking for a populated database but rather expect to populate 

tlieir own database by processing the input data files, along with any changes to them that are 

needed. None of that information would be required if the intent of the Intervenors was to 

simply acquire a fufuliy-populated, functioning database. Big Rivers provided all of the 

iiilorniation requested in the items cited by the Intervenors in their Motion. Thus, the 

’ See Item 2 1 of KXIlC’s First Set of Data Requests. 
’See Item 22 of KIUC’s First Set of Data Requests. 

See Item 53 of Ben Taylor and the Sierra Club’s Initial Requests for Information. 
See Item 15 of the Attorney General’s Initial Data Requests. 
See Items 4 and 20 of KIWC’s First Set of Data Requests. 

3 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

1s 

16 

17 

18 

19 

20 

Intervenors have not shown that Big Rivers has failed to properly and reasonably respond to any 

request for information. 

Not only have the Intervenors failed to show that Big Rivers did not properly respond to a 

request for information, they aIso have not shown a legitimate need for the database they seek. 

‘The CDs referenced above contain all of the input data and input assumptions ACES used in its 

models and all of the output data. In fact, tlie CDs contain all of the input dala that was available 

to ACES in the format provided to ACES. With that inforination and the sofiware ACES used 

(the Ventyx/ABB Planning and Risk model), a rnodeler competent with the VentyxlARB model 

would have everything needed to run the models and to validate ACES’ results. The 

Intervenors’ statements in their Motion to Coinpel that without the database, “there is no way for 

the parties or the Commission to recreated the modeling perfornied by ACES;”6 that without the 

database it would be “impossible for the Commission to determine with certainly whether Rig 

Rivers’ Application meets the standards set forth in KRS 278.020 and KRS 278. Xt13;”~ that 

without the database, the Ventyx/ABB model is “useless;”* and that without the database, 

“Iiitervenors cannot nm tlie Ventyx are simply untrue. It is Big Rivers’ understanding 

that the information it has provided is similar to the information provided by Louisville Gas and 

Electiic Company and Kentucky Utilities Company in their recent environmental compliance 

plan cases in that they provided input data files and control parameters, but the intervenors were 

on their own to process those files and populate a database using their own licensed versions of 

the STRATEGIST software. 

See Motion to Compel at 4. 
See Motion to Compel at 2. 

‘See Motion to Compel at 5 .  
’See Motion to Compel at 5 .  
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The Intervenors’ rea1 complaint is that the information Rig Rivers has provided is 

ccfoi-matted diflerently” than the database The Intervenors have the inputs that ACES 

had, and they can have a competent modeler put the inputs into the proper format. Thus, the 

ACES database is superfluous because the necessary input data required to populate such a 

database has been provided. The €act that the Intervenors do not want to have to do work” or to 

pay a modeler to do the work to populate the database with inpirts the Intervenors already have is 

insufficient to justify ordering Big Rivers to somehow require ACES to produce the database. 

Nevertheless, while Rig Rivers and ACES certainly do not agree that the Intervenors 

have any entitlement to the database, due to the time constraints of this proceeding, Big Rivers 

has been working constantly with ACES since Monday to overcome obstacles to ACES 

providing the Big Rivers database to the qualifying Intervenors. Contrary to the assertions of 

Intervenors, this process is quite complex. ACES is willing to provide the database (subject to 

the conditions listed below); however, ACES has no right under its license with VentyxlABB to 

produce the database. Alsa, the ACES database contains highly sensitive information from a 

nuniber of utilities that ACES cannot give to the Intervenors, and at this time, ACES believes 

that only Ventyx/ABB can strip out the non-Big Rivers information. Given those two 

impediments, ACES is willing to provide the Big Rivers information contained in the database, 

subject. to certain conditions, including but not limited to conditions such as: 

1. The Iriteivenars will have to agree to withdraw their Motion to Compel and to pay for 

any services that ACES provides to or on behalf of the Intervenors and all other costs 

associated with the Intervenors’ request for the database, including Ventyx/ABB’s costs 

of stripping out of the database the nonBig Rivers information. 

l o  See Motion to Compel at 4. 
” See Motion to Compel at 6 .  

5 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

1s 

16 

17 

18 

19 

20 

21 

22 

2. 

3. 

4. 

5.  

Given 

ACES will then provide its database to VentydARB for Veiityx/ABB to strip out the 

non -Big Rivers information. 

Ventyx/ABB must agree to strip out the non-Big Rivers information and to supply the 

stripped-down database to ACES for ACES to confirm that only the Big Rivers 

information remains in the database. 

An Intervenor that wants the database niust obtain all approvals and licenses from 

VenlyxlARB necessary €or ACES to provide the stripped-down database to a modeler for 

the Intervenor on terms that are consistent with the licenses of ACES and the modeler; 

and the Intervenor and the Intervenor’s modeler must sign appropriate agreements with 

ACES, including a confidentiality agreement and an agreement limiting the use of the 

database to this proceeding, requiring the Intervenor lo destroy the database and d l  

derivatives of the database upon the conclusion of this proceeding, and allowing ACES to 

claw back any information it inadvertently produces that is outside the scope of this 

proceeding. 

ACES will then supply (or have Ventyx/ABB supply) the stripped-down database to a 

modeler for the Intervenor. 

ACES’ willingness to provide the database under these reasonable conditions, the 

Commission should deny the Intervenors’ Motion to Compel as moot. 

111 their Motion to Compel, the Intervenors alternatively ask the Commission to issue a 

subpoena duces tecum pursuant to RRS 278.320 to require ACES to produce the database. KRS 

278.320 provides, in pertinent part, that the “[C]omrnission and each of the commissioners may 

issue subpoenas, tecum, and all necessary process in proceedings brought before commission, 
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and such process shall extend to all parts of the state.”I2 ACES has no office or agent in the 

Commonwealth of Kentucky. As such, the Intervenors’ request for the Commission to issue a 

subpoena duces tecum to ACES should be denied. 

Finally, the Motion to Compel is replete with false or baseless allegations that Rig Rivers 

is compelled to address. The Intervenors imply or state a number of times in the Motion to 

Compel that Big Rivers has not been transparent because Big Rivers has not produced the 

dalabase.I3 However, as explained above, in the CDs referenced above, Big Rivers provided a 

substantial amount of information and data to the Intervenors even hefore Big Rivers ’ responses 

to the requests. for infovmatioiz were due, including inputs and outputs from Big Rivers’ financial 

model, inputs aiid outputs froin Sargent & Lundy’s model, inputs aiid outputs from PACE 

Global’s model, and inputs and outputs from ACES’ model. Moreover, Big Rivers provided all 

the information that a modeler competent with the Ventyx/ABB model would need to run the 

model and verify ACES’ results. 

Similarly, the Intervenors allege that Big Rivers somehow failed to properly respond to 

Item 4 of KIUC’s First Set of Data Requests.14 The Intervenors have not justified this statement 

and have pointed to no information that Big Rivers failed to provide and that is responsive to the 

request (noting that the ACES database is not responsive to this request). The Intervenors also 

imply that Big Rivers’ alleged failure to produce information shows Big Rivers is trying to 

obstruct the Intervenors fiom running the Ventyx/ABB model. ‘This is patently incorrect. As 

noted previously, Rig Rivers has been making a concerted and on-going effort since April to 

provide information to the Intervenors, including information aimed at helping the Intervenors to 

acquire and run the Venlyx/ABR niodel. Most recently, on the June 4 conference call, Rig 

KRS 278.320 (emphasis added). 
l 3  See Motion to Compel at 2, 3,4,5,6,7 
l4 See Motion to Compel at 6, n. 3 ”  
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Rivers offered to assist the Intervenors with any technical questions they had about the 

Ventyx/ABB model. Additionally, Big Rivers and ACES have been working continuously since 

thc call to resolve obstacles to providing additional material lo assist the Intervenors. This effort 

has resulted in ACES formulating the conditions, listed above, under which it can provide the 

Big Rivers database without violating its legal obligations to others. 

The Intervenors also allege that Big Rivers’ responses to the Intervenors’ requests Cor 

information were “obstructive and eva~ive .” ’~  The only basis for this statement is that Big 

Rivers “has failed to require or request ACES to produce the” ACES database.I6 However, Big 

Rivers did in fact ask ACES if ACES would produce the database. Also, contrary to the 

Intervenors’ allegation that Big Rivers should be able to require ACES to produce the model 

because Big Rivers and ACES are  affiliate^,'^ Big Rivers and ACES are not affiliates, and Big 

Rivers has neither the ability nor the authority to require ACES to tun1 over its database. 

Although Big Rivers did not previously provide the database, Big Rivers did provide (in tlie CDs 

referred to above) all of the data that a modeler competent with the VentyxIABB model would 

need to run the model and to verify ACES’ results. Big Rivers and ACES even participated on a 

conference call with the Intervenors earlier this week in an attempt to address their concerns. 

Clearly, Big Rivers’ actions are not “obstructive and evasive.” 

There are additional areas of the Motion to Compel where the Intervenors wrongly imply 

that Big Rivers has not provided sufficient information. For example, on page 2 of the Motion to 

Compel, tlie Intervenors suggest that they need (and thus imply that they do not have): 

(1) the company’s estimate (or bid) for their environmental upgrade and the 
estimate (or bid) for replacement capacity; (2) a logically structured modeling 
analysis in which the Commission or interveners may examine both input 

See Motion to Compel at 2. 
l6 See Motion to Compel at 2. 
j7 See Motion l o  CompeI at 4 (“ACES is not an unaffiliated entity.. .”). 
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assumptions and output results; (3) sensitivity analyses that demonstrate robust 
coidusions, including explicit sensitivity inputs and outputs; (4) a clearly defined 
analytical framework for comparing the results of model runs; and ( 5 )  a 
justification of the project based on model results.’* 

I-Iowever, Big Rivers has provided all of that iiifonnation in Rig Rivers’ application filed in this 

proceeding and in the CDs refereuced above. Later on page 2 of the Motion to Compel, the 7 

8 Intervenors state that they need “information regarding input and output results, the modeling 

9 and analytical structure utilized, which sensitivities were used, including inputs and outputs, and 

how those sensitivities were ~elected.”’~ Big Rivers has also provided this infoimation, in its 10 

11 application filed in this matter, in the CDs referenced above, and in a number of its responses to 

the Commission Staffs and the Intervenors’ initial requests for information, including but not 12 

limited to Items 2, 9, 11, 13, 15, 16, 17, 19, 20, 24, 25, 26, 29, 39, and 40 of the Commission 13 

StafPs First Request for Information; Items 6,  7 14, 17, 24, 25,26,29, 32, 33, 34, 36, 37,43,47, 14 

I 5  and 54 of KIUC’s First Set of Data Requests; Items 1,4,  5 ,  7, 13, 17, 18,22,23, 35,39,47, 50, 

16 51, 55, 56, 58, 59, 65, 66, 67, 68, 76, 84, 92, 94, and 96 of the Attorney General’s Initial Data 

Requests; and Items 2,9,  10, 16, 19, 20,21, 23, 26, 27, 28,29, 30,31, 35 ,  3 6 , 3 8 , 4 ~ , 4 6 , 4 7 , ~ 0 ,  17 

5 1 , 52, and 55 of Ben Taylor and the Sierra Club’s Initial Requests for Information. 18 

19 Lastly, on page 7 of the Motion to Compel, the Intervenors state, “The continued lack of 

20 critical data necessary to this case is a result of Big Rivers’ failure to provide fa witness to 

provide information regarding assumptions used by ACES].yy20 There is no lack of data because 21 

22 Big Rivers has provided it all on the CDs referenced above, just not in the format the Intervenors 

complain about. Also, Big Rivers has provided a witness to discuss ACES’ work (Brian 23 

Azman), and he did so in Rig Rivers’ responses to the initial requests for infomation. 24 

--- 
l 8  See Motion to Compel at 2. 
l9 See Motion to Compel at 2. 

See Motion to Compel at 7. 
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The Iiiterveiiors have not shown that Rig Rivers has failed to properly and reasonably 

respond to any request for in€ormation or that there is any information they need to run the 

Ventyx/ABB model that they do not have. They just do not have it in the format they want, and 

instead of paying a modeler to put the information in the proper format, they want to force ACES 

to give them ACES' product for free. Those are more than sufficient grounds for the 

Commission to deny the Motion to Compel; however, since ACES has agreed to provide the 

database subject to tlie coiiditions noted herein, the Motion to Compel should be denied as moot. 

WHEREFORE, Rig Rivers respectfully requests that the Commission deny the Motion to 

Compel as moot. 

On this the 8"' day of June, 20 12. 

8 

Tyson KamuE 
SULLIVAN, MOUNTJOY, STAINBACK 

100 St. Ann Street 
P. 0. Box 727 
Owetisboro, Kentucky 42302-0727 

Counsel For Big Rivers Electric Corporation 

& MILLER, P.S.C. 

(270) 926-4000 
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NON-DISCLOSURE AGREEMENT 

This Non-Disclosure Agreement (“Agreement”) is entered into this 21st day of June 2012, by 
and between Hayet Power Systems Consulting (“Hayet”) and Alliance for Cooperative Energy 
Services Power Marketing LLC, (“ACES Power Marketing” or “APM’) (each individually 
referred to as “Party” and collectively as “Parties”). 

RECITALS 

WHEREAS, APM provides, inter alia, certain inodeling services for Big Rivers Electric 
Corporation (“Big Rivers”) through the use of proprietary software licensed to APM by Ventyx; 
and 

WHEREAS, APM has created a confidential and proprietary database within the licensed 
proprietary software which contains information used by APM to prepare certain scenarios for 
use in the Captioned Case (defined below); and 

WHEREAS, Hayet is the consultant for certain Intervenors in the Captioned Case and such 
Intervenors desire that Hayet have access to APM’s confidential and proprietary Database within 
the Ventyx licensed proprietary software which contains information used by APM to prepare 
certain scenarios for use in the Captioned Case by Big Rivers; and 

WHEREAS, APM, pursuant to a request by Big Rivers and pursuant to conditions established by 
APM’s license with Ventyx (the owner of the proprietary software), is willing to provide to 
Hayet the portion of APM’s confidential and proprietary database that pertains to Big Rivers, 
provided that, Hayet agrees to the terms and conditions expressed herein. 

NOW WI-IEREFORE, in consideration of the promises and covenants herein and for good and 
valuable consideration, the adequacy and sufficiency of which are hereby acknowledged, the 
Parties intending to be legally bound do hereby agree as follows: 

Section 1. Definitions. 

“Authorized Representative” shall mean a person who has signed a Confideiitiality 
Agreemelit with Big Rivers in Case No. 2 0 1 2 - 0 0 0 3 6 . 6  

” D& 
0 %  Y X  

1 .  

7 .  sei%fwe* 

“Captioned Case” shall mean the case currently before the Kentucky Public Service 
Commission and captioned as “APPLJCATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR APPROVAL OF ITS 2012 ENVIRONMENTAL COMPLIANCE PLAN, FOR APPROVAL 
OF ITS AMENDED ENVIRONMENTAL COST RECOVERY SURCHARGE TARIFF, FOR 
CERTIFICATES OF PUBLIC CONVENIENCEAND NECESSITY, AND FOR AUTHORITY TO 

I ESTABLISH A REGTXATORY ACCOUNZ CASE NO. 2012-000631 ’’7 
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“Database” shall mean the electronic computer file derived fioin the Ventyx PaR licensed 
proprietary software that contains certain Big Rivers model data parameters used by APM in 
developing scenarios for Big Rivers and used in support of the Captioned Case. 

“Input Assumptions” means data items formatted witliin the Database in a specific format 
as required by the PaR model. Input assumptions include, but are not limited to fuel costs and 
other fuel related data, load forecast, generaiiiig unit characteristics, dispatch constraint 
parameters. inarltet price forecasts, etc. 

“Notes of Protected Materials” means memoranda, handwritten notes, or any other form 
of information (including electronic information) that copies or discloses Protected Materials. 
Notes of Protected Materials are subject to the same restrictions provided in this Agreement for 
Protected Materials except as specifically provided otherwise in this Agreement. 

“Protected Materials” shall mean the Database and any other materials provided to Hayet 
by APM, with such other materials being noted as being confidential by APM, pursuant to the 
terms of this Agreement. 

Section 2. Use of the Database and Protected Materials. This Agreement shall govern the use of 
the Database provided to Hayet by APM. The Database shall be used exclusively by Hayet for 
work directly related to the Captioned Case. The Database shall be installed on and accessible 
through the computer containing Hayet’s licensed Ventyx software. Protected Materials shall be 
made available under the terms of this Agreement to Hayet solely for its use in the Captioned 
Case and any appeals from the Captioned Case, and may not be used by Hayet for any 
commercial, business, or other purpose whatsoever. 

Section 3. Duration of Use. Protected Materials shall remain available to Hayet until the 
sooner of: (a) an order terminating this proceeding becomes no longer subject to judicial review, 
or (b) the termination of Hayet’s license with Ventyx. If requested to do so in writing after that 
date, Hayet shall, within fifteen days of such request, return the Protected Materials (excluding 
Notes of Protected Materials) to APM, or shall destroy the materials, except that copies of 
filings, official transcripts and exhibits in this proceeding that contain Protected Materials and 
Notes of Protected Materials may be retained, if they are maintained in accordance with this 
Agreement. Within such time period, Hayet, if requested to do so, shall also submit to APM an 
affidavit stating that, to the best of its knowledge, all Protected Materials and all Notes of 
Protected Materials have been returned or have been destroyed or will be maintained in 
accordance with this Agreement. To the extent Protected Materials are not returned or 
destroyed, they shall remain subject to this Agreement. 

Section 4. Non-Disclosure Certificate. Hayet shall execute a Non-Disclosure Certificate in 
the form of the attached Exhibit A certifying its understanding and agreement with the terms of 
this Agreement. A copy of each Non-Disclosure Certificate shall be provided to APM prior to 
disclosure of any Protected Materials to Hayet. 

Section 5. Protection of Materials. All Protected Materials shall be maintained by Hayet in a 
secure place. Access to those materials shall be limited to Hayet. Protected Materials shall be 
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treated as confidential by Hayet. Protected Materials shall not be used except as necessary for the 
conduct of this proceeding, nor shall they be disclosed in any manner to any person except as 
outlined in Section 6 of this Agreement. Hayet may make notes of Protected Materials, which 
shall be treated as Notes of Protected Materials if they disclose the contents of Protected 
Materials. Hayet may use this information for purposes of this proceeding, and may not use 
information contained in any Protected Materials obtained through this proceeding to give Hayet 
or any competitor or potential competitor of APM a commercial advantage or otherwise 
economically disadvantage APM based on disclosure of the Protected Materials outside of this 
proceeding. 

In the event, APM inadvertently provides confidential information unrelated to the 
Captioned Case, or otherwise fails to designate materials other than the Database as Protected 
Materials at the time they are provided to Hayet, APM shall notify Hayet promptly upon 
discovery of the inadvertent disclosure. Hayet agrees that from the time forward that Hayet has 
been notified that such materials are deemed confidential, Hayet shall maintain the 
confidentiality or protection afforded the information, and agrees to: (a) immediately return the 
privileged information; and (b) to protect the confidential materials as Protected Materials, and to 
not use any infomation derived froin such inadvertent disclosure in a manner inconsistent with 
the preservation of the confidential nature of the materials. 

Section 6. Disclosure. Only A&Ix~izc?, R- ’ Hayet shall have access to the 
Database. For work directly related to the Captioned Case, Hayet may discuss Input 
Assumptions with Authorized Representatives. In the event that Hayet ceases to be engaged in 
the Captioned Case, access to Protected Materials by Hayet shall be terminated. Even if no 
longer engaged in this Captioned Case, Hayet shall continue to be bound by the provisions of 
this Agreement and the Non-Disclosure Certificate. No other disclosure of the Database shall be 
permitted. The Parties agree that the output of modeling analyses that may be conducted using 
the information contained in the Database is not covered under this Agreement. Hayet shall take 
all reasonable precautions necessary to assure that Protected Materials are not distributed to 
unauthorized persons. 

Section 7. Nature of Information. Hayet hereby accepts the representations of APM that the 
Database is of a special, unique, unusual, extraordinary, and/or intellectual character and that the 
Parties further accept that the Database is an APM trade secret that is not available to the public, 
and that, if disclosed, would subject APM to risk of competitive disadvantage or other business 
injury.APM may be irreparably injured by disclosure of the Database. APM and Hayet 
acknowledge and agree that money damages would not be a sufficient remedy for any breach of 
this Agreement, and that in addition to all other remedies, a Party shall be entitled to specific 
performance and injunctive or other equitable relief as a remedy for any such breach, and the 
Parties agree to waive any requirement for the securing or posting of any bond in connection 
with such remedy. 

Section 8. Survival of Obligations. The obligations and commitments established by this 
Agreement shall remain in full force and effect for a period of two (2) years from the conclusion 
of any right to appeal the proceedings in the Captioned Case. 
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Section 9. Governing Law. The validity and interpretation of this Agreement and the legal 
relations of the Parties to it shall be govenied by the laws of the State of Indiana. In the event 
that a court of competent jurisdiction determines that any portion of this Agreement is 
unreasonable because of its term or scope, or for any other reason, the Parties agree that such 
court may reform such provision so that it is reasonable under the circumstances and that such 
provision, as reformed, shall be enforceable. The Parties hrther agree that service of any 
process, summons, notice or document by U.S. certified or registered mail to the Parties’ 
respective executive offices will be effective service of process for any action, suit, or 
proceeding brought in any such court. 

Section 10. Miscellaneous Provisions. 

(a) Neither party shall assign this Agreement without the prior written approval of the 
other party. Nothing in this Agreement, express or implied, is intended or shall be construed to 
confer upon any person or entity other than the parties hereto any right, remedy or claim under or 
by reason of this Agreement. 

(b) This Agreement sets forth the entire agreement between the parties as to the 
subject matter of this Agreement and supersedes all prior agreements, commitments, 
representations, writings and discussions between them, whether written or oral, with respect to 
the subject matter hereof. Except as otherwise expressly provided in this Agreement, this 
Agreement may not be amended or terminated except in writing and signed by a duly authorized 
representative of the Party to be bound thereby. 

(c) If any provision of this Agreement or its application to any person or 
circumstance is adjudged invalid or unenforceable by any court of competent jurisdiction, then 
the remainder of this Agreement or the application of such provision to other persons or 
circumstances shall not be affected thereby. 

(d) No delay or failure to exercise any right under this Agreement shall operate as a 
continuing or permanent waiver of such right or preclude the further exercise of that right or any 
other right. This Agreement shall be binding on the parties and their successors, heirs, affiliates, 
and assigns. This Agreement may be executed in any number of counterparts, and each such 
counterpart shall be deemed an original instrument. 

IN WITNESS WHEREOF, the parties have caused this Agreement to be executed and 
delivered by tlieir respective duly authorized officers as of the date first written above. 

ALLIANCE FOR COOPERATIVE 
ENERGY SERVICES POWER CONSULTING 
MARKETING LLC 

HAYET POWER SYSTEMS 

By: By: 
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NON-DISCLOSURE AGREEMENT 

This Non-Disclosure Agreement (“Agreement”) is entered into this ___ day of June 2012, by and 
between Hayet Power Systems Consulting (“Hayet”) and Alliance for Cooperative Energy 
Services Power Marketing L.LC, (“ACES Power Marketing” or “APM’) (each individually 
referred to as “Party” and collectively as “Parties”). 

RECITALS 

WHEREAS, APM provides, inter alia, certain modeling services for Big Rivers Electric 
Corporation (“Big Rivers”) through the use of proprietary software licensed to APM by Ventyx; 
and 

WHEREAS, APM has created a confidential and proprietary database within the licensed 
proprietary software which contains information used by APM to prepare certain scenarios for 
use in the Captioned Case (defined below); and 

WHEREAS, Hayet is the consultant for certain Intervenors in the Captioned Case and such 
Intervenors desire that Hayet have access to APM’s confidential and proprietary Database within 
the Ventyx licensed proprietary software which contains information used by APM to prepare 
certain scenarios for use in the Captioned Case by Big Rivers; and 

WHEREAS, APM, pursuant to a request by Big Rivers and pursuant to conditions established by 
APM’s license with Ventyx (the owner of the proprietary software), is willing to provide to 
Hayet the portion of APM’s confidential and proprietary database that pertains to Big Rivers, 
provided that, Hayet agrees to the terms and conditions expressed herein. 

NOW WHEREFORE, in consideration of the proinises and cavenants herein and for good and 
valuable consideration, the adequacy and sufficiency of which are hereby acknowledged, the 
Parties intending to be legally bound do hereby agree as follows: 

Section 1. Definitions. 

“Authorized Representative” shall mean a person who has signed a Confidentiality 
Agreement with Big Riveis. -- > ,  

“Captioned Case” shall mean the case curxntly before the Kentucky Public Service 
Commission and captioned as “APPLEATION OF BIG RIVERS ELECTRIC CORPORA TION 
FOR APPROVAL OF ITS 2012 ENVIUONMENAL COMPLIANCE PLAN, FOR APPROVAL OF 
ITS AMENDED ENVORONMENTAL COST RECOVERY SURCHARGE TARIFF, FOR 
CERTIFICATES OF PUBLIC CONVENIENCEAND NECESSITY, AND FOR AIJTHORITY TO 
ESTABLISHA REGULATORY ACCOUNT, CASE NO. 2012-00063”. 



“Database” shall mean the electronic computer file derived from the Ventyx PaR licensed 
proprietary software that contains certain Big Rivers model data parameters used by APM in 
developing scenarios for Big Rivers and used in support of the Captioned Case. 

“Inwt Assumptions” means data items formatted within the Datahase i n  a specific format 
as required bv  the PaK model. Input assuinptions include. but are not limited to fuel costs and 
other fiiel related data, load forecast. ceiieratinc unit characteristics. disimtch constiaint 
parameteis, market price forecasts. etc. 

“Notes of Protected Materials” means memoranda, handwritten notes, or any other form 
of information (including electronic information) that copies or discloses Protected Materials. 
Notes of Protected Materials are subject to the same restrictions provided in this Agreement for 
Protected Materials except as specifically provided otherwise in this Agreement. 

“Protected Materials” shall mean the Database and any other materials provided to Hayet 
I by APM, with such othei materials being noted as being confidential hv APM. pursuant to the 

terms of this Agreement. 

Section 2. Use of the Database and Protected Materials. This Agreement shall govern the use of 
the Database provided to Hayet by APM. The Database shall be used exclusively by Hayet for 
work directly related to the Captioned Case. The Database shall be installed on and accessible 
through the computer containing Hayet’s licensed Ventyx software. Protected Materials shall be 
made available under the tenns of this Agreement to Hayet solely for its use in the Captioned 
Case and any appeals From the Captioned Case, and may not be used by Hayet for any 
commercial, business, or other purpose whatsoever. 

Section 3. Duration of Use. Protected Materials shall remain available to Hayet until the 
sooner of: (a) an order terminating this proceeding becomes no longer subject to judicial review, 
or (b) the termination of Hayet’s license with Ventyx. If requested to do so in writing after that 
date, Hayet shall, within fifteen days of such request, return the Protected Materials (excluding 
Notes of Protected Materials) to APM, or shall destroy the materials, except that copies of 
filings, official transcripts and exhibits in this proceeding that contain Protected Materials and 
Notes of Protected Materials may be retained, if they are maintained in accordance with this 
Agreement. Within such time period, Hayet, if requested to do so, shall also submit to APM ail 
affidavit stating that, to the best of its knowledge, all Protected Materials and all Notes of 
Protected Materials have been returned or have been destroyed or will be maintained in 
accordance with this Agreement. To the extent Protected Materials are not returned or 
destroyed, they shall remain subject to this Agreement. 

’ shall execute Section 4. 
a Non-Disclosure Certificate in the form of the attached Exhibit A certifying &I&--& 
understanding and agreement with the terms of this Agreement. A copy of each Non-Disclosure 
Certificate shall be provided to APM prior to disclosure of any Protected Materials to iftf 

Non-Disclosure Certificate. I-favet -- . ,  

m. 
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Section 5. Protection of Materials. All Protected Materials shall be maintained by Hayet in a 
secure place. Access to those materials shall be limited to A&kx+zc .. a+- m. 
Protected Materials shall be treated as confidential by Hayet&--- .. 

A.zreeinent. -v- . .  

Protected Materials shall not be used except as necessary for the conduct of this Proceeding, nor 
shall they be disclosed in any manner to any person except as outlined in Section 6 of this 

. .  , .  . 
b 

v M  may make notes of Protected Materials, which 
shall be treated as Notes of Protected Materials if they disclose the contents of Protected 

may use this information for purposes of this 
proceeding, and may not use information contained in any Protected Materials obtained through 
this Proceeding to give Hayet or any competitor or potential competitor of APM a commercial 
advantage or otherwise economically disadvantage APM based on disclosure of the Protected 

I Materials. +ktt#e- ' 

Materials outside of this proceeding. c - ' - . ~  ____.-.I_ 3 Formatted: Indent: First line: 0.5" . ....- 
_____ 

In the event, APM inadvertently provides confidential information unrelated to the 
Captioned Case, or otherwise fails to designate materials other than the Database as Protected 
Materials at the time they are provided to Hayet, AF'M shall notify Hayet -promptly upon 
discovery of the inadvertent disclosure. Hayet agrees that from the time forward that Havet has 
been notified that such materials are deemed confidential, Hayet shall nmintain 
-the . . .> . confidentiality or protection afforded the information, and agrees 
to: (a) immediately return the privileged information; and (b) to protect the confidential materials 
as Protected Materials, and to not use any information derived from such inadvertent disclosure 
in a manner inconsistent with the preservation of the confidential nature of the materials. 

Section 6. Disclosure. .. < . . .  
. .  , .  . -  > T 9 - w  

may discuss Input Assumptions with Authorized Representatives, but Authorized 
Representatives may not have acccss to the Database. In the event that ay+-&&e& 
1 . .  , 1.. . Havet ceases to be engaged in the 
Captioned Case, access to Protected Materials by ekat-pwse~m shall be terminated. Even if 
no longer engaged in this Captioned Case, w e i y - p w s e ~ ~  
-shall . .  9 : continue to be bound by the provisions of this Agreement and the 
Non-Disclosure Certificate. No other disclosure or the Database shall be permitted. The Pai.ties 
agree that the output of modeling analyses that may be conducted using the information 
contained in the Database will he treated as non-confidential information that may be disclosed 
publicly in a manner similar to the maimer in which Big Rivers disclosed the oiitiiut of its 

~ modelinp analyses in the Captioned Case. Hayet shall take all reasonable precautions necessary 
to assure that Protected Materials are not distributed to unauthorized persons. 

Section 7. Nature of Information. Hayet hereby accepts the representations of APM that the 
Database is of a special, unique, unusual, extraordinary, and/or intellectual character and that the 
Parties further accept that the Database is an APM trade secret that is not available to the public, 
and that, if disclosed, would subject APM to risk of competitive disadvantage or other business 
irijury.APM may be irreparably injured by disclosure of the Database. APM and Hayet 
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acknowledge and agree that money damages would not be a sufficient remedy for any breach of 
this Agreement, and that in addition to all other remedies, a Party shall be entitled to specific 
performance and injunctive or other equitable relief as a remedy for any such breach, and the 
Parties agree to waive any requirement for the securing or posting of any bond in connection 
with such remedy. 

Section 8. Survival of Obligations. The obligations and coinmitments established by this 
Agreement shall remain in full force and effect for a period of two ( 2 )  years from the conclusion 
of any right to appeal the proceedings in the Captioned Case. 

Section 9. Governing Law. The validity and interpretation of this Agreement and the legal 
relations of the Parties to it shall be governed by the laws of the State of Indiana. In the event 
that a court of competent jurisdiction determines that any portion of this Agreement is 
unreasonable because of its term or scope, or for any other reason, the Parties agree that such 
court may reform such provisiori so that it is reasonable under the circumstances and that such 
provision, as reformed, shall be enforceable. The Parties further agree that service of any 
process, summons, notice or document by U S .  certified or registered mail to the Parties’ 
respective executive offices will be effective service of process for any action, suit, or 
proceeding brought in any such court. 

Section 10. Miscellaneous Provisions. 

(a) Neither party shall assign this Agreement without the prior written approval of the 
other party. Nothing in this Agreement, express or implied, is intended or shall be construed to 
confer upon any person or entity other than the parties hereto any right, remedy or claim under or 
by reason of this Agreement. 

(b) This Agreement sets forth the entire agreement between the parties as to the 
subject matter of this Agreement and supersedes all prior agreements, commitments, 
representations, writings and discussions between them, whether written or oral, with respect to 
the subject matter hereof. Except as otherwise expressly provided in this Agreement, this 
Agreement may not be amended or terminated except in writing and signed by a duly authorized 
representative of the Party to be bound thereby. 

(c) If any provision of this Agreement or its application to any person or 
circumstance is adjudged invalid or unenforceable by any court of competent jurisdiction, then 
the remainder of this Agreement or the application of such provision to other persons or 
circumstances shall not be affected thereby. 

(d) No delay or failure to exercise any right under this Agreement shall operate as a 
continuing or permanent waiver of such right or preclude the further exercise of that right or any 
other right. This Agreement shall be binding on the parties and their successors, heirs, affiliates, 
and assigns. This Agreement may be executed in any number of counterparts, and each such 
counterpart shall be deemed an original instrument. 
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IN WITNESS WHEREOF, the parties have caused this Agreement to be executed and 
delivered by their respective duly authorized officers as of the date first written above. 

AL,LIANCE FOR COOPERATIVE 
ENERGY SERVICES POWER CONSULTING 
MARKETING LLC 

HAYET POWER SYSTEMS 

By: By: 

Name: Name: 

Title: Title: 
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1 1, INTRODUCTION AND QUALIFICATIONS 

2 Q Please state your name, business address, and position. 

3 A 

4 

5 

My name is Rachel S. Wilson and I am an associate with Synapse Energy 

Economics, Inc. (Synapse). My business address is 485 Massachusetts Avenue, 

Suite 2, Cambridge, Massachusetts 021 39. 

6 Q Please describe Synapse Energy Economics. 

7 A 

8 

9 

10 

11 

Synapse Energy Economics is a research and consulting firm specializing in 

energy and environmental issues, including electric generation, transmission and 

distribution system reliability, raternalcing and rate design, electric industry 

restructuring and market power, electricity market prices, stranded costs, 

efficiency, renewable energy, environmental quality, and nuclear power. 

12 

13 

14 utilities. 

Synapse’s clients include state consumer advocates, public utilities commission 

staff, attorneys general, environmental organizations, federal government, and 

15 Q Please summarize your work experience and educational background. 

16 A 

17 

18 

19 

20 

21 power plants. 

At Synapse, I conduct research and write testimony and publications that focus on 

a variety of issues relating to electric utilities, including: integrated resource 

planning; federal and state clean air policies; emissions from electricity 

generation; environmental compliance technologies, strategies, and costs; 

electrical system dispatch; and valuation of environmental externalities from 

22 

23 

24 

25 

26 

27 

I also perform modeling analyses of electric power systems. I am proficient in the 

use of spreadsheet analysis tools, as well as optirnization and electricity dispatch 

models to conduct analyses of utility service territories and regional energy 

markets. I have direct experience running the Strategist, Promod, ProsydMarket 

Analytics, and Plexos models, and have reviewed input and output data for a 

number of other industry models. 
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8 

9 Q  

10 A 

11 Q 
12 

13 A 

14 

15 

16 

17 

18 Q 
19 A 

20 

21 

22 

23 

24 

25 

26 

27 

Prior to joining Synapse in 2008, I worked for the Analysis Group, Inc., an 

economic and business consulting film, where I provided litigation support in the 

form of research and quantitative analyses on a variety of issues relating to the 

electric industry. 

I hold a Master of Environmental Management from Yale IJniversity and a 

Bachelor of Arts in Environment, Economics, and Politics from Claremont 

McKenna College in Claremont, California. 

A copy of my current resume is attached as Exhibit RSW-1 

On whose behalf are you testifying in this case? 

I am testifying on behalf of Sierra Club. 

Have you testified previously before the Kentucky Public Service 
Commission? 

Yes. On September 16, 201 1, I filed direct testimony in the joint application of 

Kentucky Utilities Company/Louisville Gas & Electric for Certificates of Public 

Convenience and Necessity (CPCN) in Case Numbers 20 1 1-001 61 and 20 1 1 - 
00162. I also filed direct testimony on March 12, 2012 in the application of 

Kentucky Power for CPCN in Case Number 201 1-00401. 

What is the purpose of your testimony? 

My testimony reviews the regulatory requirements and economic justifications of 

specific environmental retrofits made by Big Rivers Electric Corporation 

(“BREC” or the “Company”), for which capital recovery is requested in this case. 

I review the current and expected running costs of the Company’s coal-fired units, 

and compare these costs to different alternatives. I conclude that the Company’s 

economic justification for these environmental retrofits, in the form of its 

financial modeling analysis, did not consider a full range of alternative 

compliance options and contained several flaws that bias its analysis in favor of 

installation of emission control retrofit projects. 
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I Q  
2 
3 

4 A  

5 

6 

7 

8 

Please identify the documents and filings on which you base your opinion 
regarding the Company’s analysis of the environmental compliance costs 
affecting its fleet of coal plants. 

In addition to the application, Company witness testimonies, and discovery 

responses in this case, I have reviewed the Sargent & Lundy input assumptions 

arid calculations relating to environmental retrofit options, the PACE Global input 

and assumptions and resulting market prices, the ACES Planning and Risk model 

inputs and outputs, and the BREC financial modeling calculations. 

9 2. CONCLUSIONS AND OVERVIEW OF TESTIMONY 

10 Q 
11 

12 A 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

In your opinion, do the facts and evidence presented in this case support the 
Company’s request for CPCN? 

No, they do not. There are a number of assumptions in the modeling presented by 

the Company in this docket that are incorrect, which bias the Company’s results 

in favor of the installation of pollution control retrofits and the continued 

operation of the BREC coal fleet. These include, but are not limited to: 1) 

modeling of only some of the controls expected for future regulatory compliance 

rather than the entire suite of anticipated controls; 2) a natural gas price forecast 

that is out-of-date and higher than current forecasts; 3) use of a carbon dioxide 

(COZ) emissions price in the determination of market energy prices, but not in unit 

running costs; 4) exclusion of ongoing capital expenditures and operating and 

maintenance (O&M) costs at each of the coal units; 5) failure to examine the 

forward going costs of each of the BREC units on an individual basis; and 6) 

failure to model any alternative options (e.g. natural gas combined-cycle (NGCC), 

energy market purchases, etc.) for comparison to the retrofit case. 

25 

26 

27 

28 

29 

Synapse created a cash flow model that calculates the forward going costs of each 

of the BREC units on a stand-alone basis, and discounts those costs to determine 

the total net present value revenue requirement (NPVRR) of the retrofits selected 

by the Company for each unit individually. The “Retrofit” option is then 

compared to a natural gas combined-cycle replacement option. 
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1 

NCXC Replacement 
2015 minus Retrofit 

Wilson (F259) 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

% Difference 
from Retrofit 

-13.88% 

14 

15 

16 

17 

($20.1) 
Green 2 

18 
19 
20 

-18.53% 
-19.83% 

21 

HMPL 1 
HMPL 2 

The scenario used in our cash flow model represents what I believe is most lilcely 

to occur and includes the entire suite of pollution controls that are expected to 

bring the BREC coal units into compliance with both existing and expected LJ.S. 

Environmental Protection Agency (EPA) regulations. Second, it updates the 

Company’s natural gas price forecast and instead uses the U.S. Energy 

Infomation Administration’s (EIA) natural gas forecast from the 2012 Aniziinl 

Energy Outlook. Third, the CO;! emissions price used by BREC’s consultant 

PACE Global in modeling market energy prices is added in to the analysis of the 

future cost of operating BREC’s generating units, as are the ongoing capital 

expenditures and O&M costs at each of the units. NPVRR at each of the units is 

then calculated under these revised assumptions for the “Retrofit” option. We then 

compare these results to the NPVRR associated with a natural gas cornbined- 

cycle replacement option. 

($82) -12.47% 
($107) -15.56% 

The results of this case - the “Synapse Recommended Case” - are shown in Table 

1 (also in Exhibit RSW-2), below. These results indicate that all of the BREC coal 

units are uneconomic when compared to a natural gas replacement option and 

should be considered for retirement. 

Coleman 1 
Coleman 2 

Table 1. Comparison of Natural Gas Combined Cycle (NGCC) Replacement to BREC Unit 

Retrofits. Includes all pollution control retrofits, the AEO 2012 natural gas price forecast, 

and the PACE COz price forecast (millions 2012%). 

(SIOS) -15.84% 
tS00, - 13 “74% 

Coleman 3 
Total 

(SI 03,l -14.92% 
($1, I C,S)l -15.73% 
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1 

2 

3 

The next sections of my testimony describe in more detail the errors that I believe 

were made by BREC in its modeling analysis and the scenarios modeled by 

Synapse in our cash flow analysis. 

4 3. CHARACTERISTICS OF ~ J N I T S  THAT AFFECT THEIR RIJNNING COSTS 

5 Q 
6 their running costs. 

7 A 

8 

9 

Please describe the characteristics of electric generating units that affect 

Running costs of electric generating units are made up of two components - fixed 

and variable costs. Fixed costs include investment capital, property taxes, and 

fixed O&M expenses. Variable costs include he1 costs, emissions costs, and 

10 variable O&M expenses. 

11 

12 

13 

14 

15 

16 

17 

18 

19 

Characteristics unique to individual generating units affect their running costs, in 

particular generating unit size, age, heat rate, and installed pollution controls. Unit 

heat rate is a measure of the efficiency of the plant, with lower heat rates 

indicating that a generating unit is converting heat input (in the form of fuel) to 

energy output at a more efficient rate. Heat rate is related to age, and tends to 

degrade over time as units get older. It is also related to size, as smaller units tend 

to operate less efficiently than larger units. Higher heat rates, indicating a lower 

efficiency, lead to increased fuel and emissions costs, and increase the running 

costs of a generating unit. 

20 

21 

22 age. 

As units get older, component parts degrade and require replacement. These 

replacements represent ongoing capital expenditures, which may increase as units 

23 

24 

25 

26 

27 

28 

29 

Pollution control technologies affect the running cost of a unit in various ways 

First, they require investment capital and increase the fixed costs at a unit in a 

given year. Size of the unit matters when installing pollution controls due to 

economies of scale; smaller units are more expensive to retrofit on a $/kW 

(dollar/kilowatt) basis. Emission control equipment requires electricity to i-un, 

lowering the net output of a generating unit, which is called “parasitic load,” 

meaning that the same fuel and emissions costs are incurred but result in less 
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1 

2 

electricity output. Many emission controls also require the use of a reagent, the 

cost of which increases variable O&M. 

3 4. ENVIRONMENTAL REQUIREMENTS FACING THE B W C  COAL FLEET 

4 Q 
5 

6 A 

7 

8 

9 

10 

What are the recent and emerging EPA requirements with which the 
Company’s coal fleet will have to comply? 

The EPA has recently proposed a number of rules to protect human health and the 

environment. These rules are in various states of promulgation and, taken 

together, may have a significant econoinic implications for coal-fired generation. 

There are six rules that will have an effect on the coal-fired units in the United 

States, and the units in the BREC fleet: 

11 A. Cross-States Air Pollution Rule (CSAPR) 

12 B. Mercury and Air Toxics Standards (MATS) 

13 C. National Ambient Air Quality Standards (NAAQS) 

14 D. Coal Combustion Residuals (CCR) 

15 E. Cooling Water Intake Rule (3 16(b)) 

16 F. Effluent limitation guidelines 

17 

18 

In addition, regulation of CO2 through federal legislation or EPA rulemaking will 

have a significant impact on the economics of coal-fired units. 

19 Q 

20 A 

21 

22 

Were all of these rules described sufficiently in Company witness testimony? 

No. Company witness Thomas Shaw describes CSAPR, MATS, CCR, and 3 16(b) 

rules. He does not discuss the NAAQS or the Effluent Limitation Guidelines, nor 

does he discuss the possibility of a CO2 emissions allowance price. 

23 Q 

24 A 

25 

26 

Please briefly describe the purpose and impact of NAAQS. 

NAAQS set maximum air quality limitations that must be met at all locations 

across the nation. Compliance with the NAAQS can be determined through air 

quality monitoring stations, which are located in various cities throughout the 

Direct Testimony of Rachel Wilson Page 6 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 Q 
14 

15 A 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

U.S., or through air quality dispersion modeling, If, upon evaluation, states have 

areas found to be in “nonattainment” of a particular NAAQS, states are required 

to set enforceable requirements to reduce emissions from sources contributing to 

nonattainment such that the NAAQS are attained and maintained. EPA has 

established NAAQS for six pollutants: sulfur dioxide (SO& nitrogen oxides 

(NO,,, carbon monoxide, ozone, particulate matter, and lead. EPA is required to 

periodically review and evaluate the need to strengthen the NAAQS if necessary 

to protect public health and welfare. For example, EPA is currently evaluating the 

NAAQS for ozone and particulate matter. Utilities are expecting new compliance 

requirements stemming from these anticipated NAAQS revisions as early as 

2016, but no later than 2018. Sargent & Lundy confiixis this in Table ES-3 of 

Exhibit DePriest-2, which lists a NAAQS cornpliance window of 201 6-201 8. 

Please briefly describe the purpose and impact of the expected Effluent 
Limitation Guidelines. 

Following a multi-year study of stearn-generating units across the country, EPA 

found that coal-fired power plants are currently discharging a higher-than- 

expected level of toxic-weighted pollutants. Current effluent regulations were last 

updated in 1982 and do not reflect the changes that have occurred in the electric 

power industry over the last thii-ty years, and do not adequately manage the 

pollutants being discharged from coal-fired generating units. Coal ash ponds and 

flue gas desulfurization (FGD) systems used by such power plants are the source 

of a large portion of these pollutants, and are likely to increase in the fbture as 

environmental regulations are promulgated and pollution controls are installed. 

No new rule has yet been proposed, but EPA intends to issue the proposed 

regulation in November 2012 and a final rule in April 2014.’ New requirements 

’ See U S .  Envirorunental Protection Agency website. Accessed July 20, 2012. Available at: 
http://water.epa.gov/scitech/wastetech/guide/steam_index.cfm 
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1 

2 

3 Q  

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 Q 
19 

20 

21 

22 

23 

24 

will be implemented in 201 4-20 19 through the 5-year National Pollutant 

Discharge Elimination System (NPDES) pelinit cycle.2 

Please describe the purpose and impact of regulation of emissions of COZ. 

While there is not currently a federal law or proposed ixlemaking requiring a 

control technology, cap-and-trade program, or tax on emissions of C02, 

discussions at the EPA and at the Congressional level are ongoing. The most 

recent legislative proposal to reduce einissions of COz has talcen the form of a 

Clean Energy Standard (CES), as introduced by Senator Bingaman on March 1, 

2012. A CES encourages the use of low-carbon power through the allocation of 

clean energy credits to those generation technologies that emit less C02, which 

generation owners would consider in their dispatch decisions. In Senator 

Bingaman's bill, credits are deteimined based on individual power plant 

emissions and generating sources are given a certain number of credits based on 

their carbon profile, with lower emitting sources rewarded with a larger number 

of clean energy credits. In any given year, electric utilities would be required to 

hold a certain number of clean energy credits for a specific percentage of their 

sales. 

Have there been any third-party analyses that evaluate the economic effect of 
the rules listed above on the U.S. coal fleet? 

Yes, there have been several. The studies evaluate different combinations of the 

rules listed above. Study authors include the following organizations: 

A. Investment and research firms (Credit Suisse and Bemstein Research) 

B. Consulting firms (MJ Bradley, Charles River Associates, Brattle Group, 

and NERA Economic Consulting) 

' See U.S. Environmental Protection Agency. Steam Electric ELG Rirleniakiiig. UMRA and Federalism 
Implications: Consultation Meeting. October 11, 201 1. 
http://water.epa.gov/sci tech/wastetech/guide/upload/Steam-Electric-ELG-Rulemaking-UMRA-and- 
Federalism-l[mplications-Consultation-Meeting-Presentation.pdf 
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1 

2 

3 

4 

5 
6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Scenario 

MATS 
MATS, CCR, 3 16(b) 
MATS, CCR, 316(b), C01 

C. Goveinment and industry groups (Noi-th American Electric Reliability 

Coiporation (NERC)), Edison Electric Institute (EEI), Electric Power 

Research Institute (EPRI), US. Department of Energy, and Bipartisan 

Policy Center) 

Coal Retired (GW) 
Low High 

Estimate Estimate 
25 50 
30 60 
70 120 

Q Can you draw any conclusions about the effect of the EPA rules on coal 
economics based on the results of these studies? 

Yes. There are two very important conclusions that one can draw when looking at 

the results of these studies, The first is that the forward-going economics of the 

coal fleet changes based on the number of rules that are taken into consideration 

when doing the analysis. A coal unit might still be economic to iun when retrofit 

with controls that would allow it to comply with CSAPR and MATS, but if costs 

for compliance with the CCR rule are added, the forward-going costs of that same 

unit may at that point be higher than a natural gas or market alternative. In a 2010 

study presented by ICF Consulting for the Edison Electric Institute (EEI) entitled 

EEI Preliminary Reference Case and Scenario Results, three scenarios are 

examined. The first looks at the effects of MATS, the second looks at the 

combined effect of MATS, CCR and 3 16(b), and the third scenario looks at the 

effects of those three rules with the addition of a CO:! emissions price. A copy of 

this study is provided as Exhibit RSW-3. 

Table 2, below, shows the number of expected gigawatts (GW) retired under the 

draft EPA ides  as reported by ICF under the three scenarios. 

Table 2. Coal Retirements in the ICFEEI Analysis. 

As seen in Table 2, when regulations are examined in combination rather than 

independently, the effect on coal unit retirements is greater. The high estimate 
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6 

7 

8 

9 

10 

11 

12 

13 

14 

1s 

Scenario 
Gas PIus $2 
Gas Plus $1 
Reference 
Gas Minus $1 
Gas Minus $2 

16 

17 

18 

19 

Coal Retiredmefueled 
(GW) 

30 
50 
57 
75 

120 

20 

goes up by 10 GW when CCR and 3 16(b) are considered along with MATS. That 

estimate doubles with the addition of COl regulation. As costs of emission control 

retrofits are compounded to comply with the EPA rules, the forward-going costs 

of running previously cost-effective coal units increase to the point at which they 

are uneconomic when compared to replacement options. 

The second conclusion that one can draw when reviewing these studies is that 

lower natural gas prices lead to more coal retirements. As natural gas prices fall, 

the costs of operating natural gas-fired replacement generation decline, causing 

natural gas replacement capacity to look more favorable when compared to coal 

units with installed emission controls. EPRI’s 2012 shidy, entitled Analysis of 

Current and Pending EPA Regillations on the U S .  Electric Sector evaluates the 

number of coal retirementshepowerings resulting from the combination of the 

CSAPR, MATS, ozone and haze, SO2 NAAQS, CCR, and 3 16(b) rules at five 

different forecasts of natural gas prices. A copy of this study i s  provided as 

Exhibit RSW-4. 

Table 3, below, shows the number of coal retirementsh-epowerings that might be 

expected at each natural gas forecast. EPRI’s Reference case natural gas price 

forecast begins at approximately $S.90/mmBtu in 2010 and rises to approximately 

$7.30/mmBtu in 2035 (2009$). 

Table 3. Coal Retirementsmepowerings in EPRI’s 2012 Analysis. 

21 

22 

23 

24 

As shown in Table 3, a lowering of the natural gas forecast has a more dramatic 

effect on the number of coal retirements/repowerings than does an increase in the 

natural gas price forecast. The Gas Plus $2 scenario causes the number of 
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1 

2 

3 

4 

5 

6 

7 result of EPA d e s .  

retirementshepowerings to drop by 27 GW from the Reference case, while the 

Gas Minus $2 scenario increase coal retirements/repowerings by 63 GW. 

Similarly, the Gas Plus $1 scenario causes the number of retirements/repowerings 

to drop by 7 GW from the Reference case, while the Gas Minus $1 scenario 

increase coal retirementshepowerings by 18 GW. Natural gas price is therefore a 

significant determinant of the number of coal plant retirements that will occur as a 

8 5. EFFECT OF EPA REGUL,ATIONS ON BREC UNITS 

9 Q  
10 
11 

12 A 

13 

14 

15 

16 

17 

18 Q 
19 

20 A 

21 

22 

23 

24 

25 

26 

27 

28 

Which of the EPA regulations were considered by BREC when the Company 
determined which environmental retrofits were necessary to install on its 
units? 

In the 2012 Environmental Compliance Plan submitted in this docket, BREC 

plans to install environmental retrofits that would bring its coal-fired units into 

compliance with CSAPR and MATS only. Sargent & L,undy made 

recornmendations for technologies intended to also bring the units into 

compliance with the NAAQS revisions, the CCR, 3 16(b), and Effluent rules, but 

these recommendations were ignored by BREC in its analysis. 

Do you agree with the Company’s assessment of CSAPR and the control 
technologies needed to bring its units into compliance with the rule? 

Yes, generally. I do have some issues of concern, however. First, according to 

page 9 of Mr. Berry’s direct testimony, BREC is assuming that the new FGD 

system that it intends to install at the Wilson unit will have 99% SO2 removal 

efficiency, but in Response to Data Request Sierra Club 2-23a, the Company 

states that it’s the overall control efficiency included in its permit application is 

98%. The Wilson plant is able to meet its CSAPR SO2 limits, but the Company 

may be assuming that the extra 1% in control efficiency may result in additional 

allowances that could be used at another one of its units, and if control efficiency 

of 98% occurs, these bonus allowances may not materialize. 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 Q 
18 

19 A 

20 

21 

22 

23 

24 

2s  

26 

Additionally, Sargent & Lundy recommended advanced low NO, burners at the 

Coleman units, as shown on page 15 of the direct testimony of M i .  DePriest, in 

order to provide BREC with a degree of margin in its NO, compliance strategy 

and to reduce the NO, burden until the selective catalytic reduction technology 

(SCR) at Green comes online in 201.5. Advanced low NOx burners could be 

installed at a capital cost of $5.94 million per unit, according the Sargent & Lundy 

workbook entitled “Capital and O&M.xls,” provided by the Company on June 14 

as part of the folder entitled “Sargent and Lundy Production to Big Rivers.” 

BREC elected not to install the advanced low NO, burners, and instead plans to 

rely on the allowance market. There is some degree of risk involved in reliance on 

the allowance market, as the availability of allowances depends on whether or not 

other utilities install control technologies that gives them the ability to sell excess 

allowances into the market. It also assumes that these allowances will be available 

at a reasonable price. Historically, allowances of SO2 and NO, have been subject 

to some price volatility3 and it is possible that fbture prices may rise above what 

BREC has estimated for fbture compliance. 

Do you agree with the Company’s assessment of MATS and the control 
technologies needed to bring its units into compliance with the standards? 

No. The Company provided “limited available stack test data”4 to Sargent &, 

Lundy, and this data was used by S&.L to develop the MATS compliance 

recommendations. In the Company’s Response to Sierra Club Data Request 1-36? 

BREC states that the stack test was performed at Operational loads with pollution 

control equipment in service. A single stack test, however, represents nothing 

more than a snapshot, often taken under optimal operating conditions, that tells 

little about the emissions from that unit when the stack test is not occurring. This 

is especially true during periods of startup and shutdown, when control equipment 

See U.S. Environmental Protection Agency. Allowurice Mur-lcet Assessnzerit. A Closer Look ut the Two 
Biggest Pr-ice CJzuriges i r i  Federal SO2 arid NO, Allo~vu~zce Murliets. White Paper. April 23, 2009. 
Available at: http://www.epa.gov/airmarkt/resource/docs/marketassessmnt.pdf 

‘ Exhibit DePriest-2. Page 2-4. 
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may not be fully operational. Emissions, therefore, are likely higher than indicated 

by the stack test. Installation of Continuous Emissions Monitors (CEMs) would 

determine whether or not the limited stack test data is tr-uly representative of unit 

emissions. 

On page 28, lines 7-18 of Mr. DePriest’s testimony and on page 4-12 of Exhibit 

DePriest-2, it is stated that retrofitting the BREC units with ACI and/or DSI 

technologies for MATS compliance will lead to additional loading of particulate 

matter, and upgrades of existing electro static precipitators (ESPs) may be 

required for units to remain in compliance with the rule. BREC has yet to conduct 

the testing necessary to determine if ESP upgrades are necessary. As the 

Company states in its Response to Sierra Club Data Request 2- 10, if these 

upgrades are required, BREC would return to the Cornmission in early 20 13 to 

seek CPCN and rate recovery for these controls. It is possible that installation of 

the combination of ACI, DSI and ESP upgrades may still not bring soine or all of 

BREC’s units into compliance with MATS. As the Company states in its 

Response to Sierra Club Data Request 2-10, it would then evaluate polishing 

baghouse (and full baghouse technologies, if necessary) retrofits, and would again 

return to seek CPCN and rate recoveiy in early 20 13 ~ 

In its workbook entitled “Capital and O&M.xls,” provided by the Company on 

June 14 as part of the folder entitled “Sargent and Lundy Production to Big 

Rivers,” Sargent 8r; Lundy gives the capital and annual O&M costs for the ESP 

upgrades that are shown in Table 4, below. 
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1 Table 4. Estimated Capital and Annual O&M Costs for ESP Upgrades. 

6 

7 

8 Q  
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I Caoi tal cost  (SM) 
Coleimn Unit 1 2.12 
Coleman Unit 2 2.72 
Coleman Unit 3 
Wilson Unit 1 
Green Unit 1 
Green Unit 2 3.34 
=Unit 1 I 2.5 

Annual O & M a  

=I 0.17 

Sargent & Lundy also gave capital cost estimates for baghouse technologies, 

shown on page 5,-5 of Exhibit DePriest-2, if they were to be required. Those 

estimates are shown in Table 5.  

Table 5. Estimated Capital Costs for Baghouse Technologies. 

Per Unit Capital 
cost ($M) 

Qeen 112 
HMPL 1/2 

Do you agree with the Company’s assessment of the NAAQS revisions and 
the control technologies needed to bring its units into compliance with the 
expected standards? 

No. In Table ES-2 of Exhibit DePriest-2, Sargent & Lslndy presents a table of 

recommended NAAQS compliance retrofits, including an SCR at Unit 1 of the 

R.D. Green plant. BREC, however, chose to leave this SCR out of its 2012 

Environmental Compliance Plan. The Company states in its Response to Sierra 

Club Data Request 2-7 that it expects that the ozone NAAQS will be finalized in 

20 13 and that states will be given three years from that date to comply with the 

revised limits. Thus, compliance with the revised NAAQS could occur as early as 

2016. On page 19, lines 18-21 of Mi.  Berry’s direct testimony, he states that the 

expected in-service date of the SCR at Green 2 is July 1, 20 15. Depending on 

when in 201 3 the NAAQS revisions are finalized, the Company may return to this 

Commission as early as six months from now to seek CPCN and rate recovery for 

an SCR at Green 1 to comply with these rules. Given the recommendation from 
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Sargent & Lundy as well as the time frame for compliance, BREC should 

certainly include this additional SCR at Green 1 in its Environmental Compliance 

Plan and current financial analysis. In its workbook entitled “Capital and 

O&M.xls,” provided by the Company on June 14 as part of the folder entitled 

“Sargent and Lundy Production to Big Rivers,” Sargent & Lundy states that the 

capital cost of the SCR is $8 1 inillion and O&M costs are $2.16 million annually. 

Do you agree with the Company’s assessment of the CCR rule and the 
control technologies needed to bring its units into compliance with the 
expected standards? 

No, as BREC does not include the compliance options associated with the 

expected iule in its financial analysis. Mi.  Shaw states on page 19 of his direct 

testimony that “the alternatives under consideration by the EPA are of such 

substantially different form that Big Rivers believes an immediate response to the 

proposal would not be appropriate.” However, BREC does have some expectation 

of what compliance under the CCR rule might look like for its units. In the BREC 

presentation of its 20 12 Environmental Compliance Plan at the Kenergy Board 

Meeting on May 8, 2012 (provided in Response to Sierra Club Data Request 1- 

57), slide 17 states that BREC is “not expecting the worst case.” 

BREC also has recommendations from Sargent & L,undy about the retrofits that 

might be expected for compliance. The Company need not move forward with 

plans to retrofit its units in order to comply with the CCR rule at this time, but it 

should include some assumption about expected costs of the rule in its financial 

analysis. In its workbook entitled “Capital and O&M.xls,” provided by the 

Company on June 14 as part of the folder entitled “Sargent and Lundy Production 

to Big Rivers,” Sargerit & Lundy gives the capital costs for CCR compliance that 

are shown in Table 6, below. 
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1 

S&L RecommendedTech 

Dry BottomConversion - Reinote SSC & Fly 
Ash Conversion to Dry Pneumatic 

Coleman Unit 1 
Coleman Unit 2 
Coleman Unit 3 

Capital Cost ($M) 

38 

2 

3 Q  
4 
5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 
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17 

18 

19 
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Green Unit 1 
Green Unit 2 
HMP&L Unit 1 
HMP&L Unit 2 

Diy BottornConversion - Reinote SSC 

Dry BottomConversion -Remote SSC 

Do you agree with the Company’s assessment of the 316(b) rule and the 
control technologies needed to bring its units into compliance with the 
expected standards? 

No, as BREC does not include the compliance options associated with the 

expected i-ule in its financial analysis. Again, Mr. Shaw states on page 20 of his 

direct testimony that “the alternatives described in this proposal are of such 

substantially different form that Big Rivers believes an immediate response to the 

proposal would not be appropriate.” On slide 16 of that same May 8,201 2 

presentation to the Kenergy Board, BREC states that the 3 16(b) rules could 

require a cooling tower at Coleman and modifications for intake structures at 

Reid/HMPL. Sargent & Lundy’s recommendations for compliance are less 

stringent than these. On page 6-8 of Exhibit DePriest-2, Sargent & Lundy states 

that the intake screens at Coleman and Sebree are inadequate and recommends 

rotating circular intake screens with fish pumps to meet the expected 

impingement mortality reductions. BREC should, at a minimum, include the costs 

associated with these recommendations in its financial modeling. In its workbook 

entitled “Capital and O&M.xls,” provided by the Company on June 14 as part of 

the folder entitled “Sargent and L,undy Production to Big Rivers,” Sargent & 

Lundy gives the capital and annual O&M costs for 3 16(b) compliance that are 

shown in Table 7, below. 
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1 

316(b) S&L Recommended Tech 
Coleman Unit 1 
Coleinan Unit 2 

Replacement Intake Screen 
Reolaceinent Intake Screen 

Table 7. Estimated Capital Costs for CCR Compliance Technologies. 

Capital Cost ($M) Annual O&M ($M) 
1.33 0.2.‘ 
1.33 0.2f 

- 

2 

3 
4 
5 

6 

7 

8 
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10 
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15 
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18 
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23 

Coleman Unit 3 
Green Unit 1 
Green {Jnit 2 

Q 

A 

Q 

A 

0.2t t Replacement Intake Screen 

Replacement Intake Screen 
HMP&L Unit 1 
HMP&L, Unit 2 

2.051 

Reid Unit RT 

Do you agree with the Company’s assessment of the Effluent Limitations 
Guidelines and the control technologies needed to bring its units into 
compliance with the expected standards? 

No, as BREC does not include the compliance options associated with the 

expected rule in its financial analysis. On page 2-9 of Exhibit DePriest-2, Sargent 

& Lundy states that for the Coleman, Wilson, and Sebree units, “it may become 

necessary to install advanced wastewater treatment/removal systems for mercury 

and other metals.” An estimate of potential costs of advanced wastewater 

treatment and removal should have been provided, and B E C  should have 

included these costs in its financial modeling. 

Do you agree that an emissions price for COz should have been omitted from 
the BREC financial analysis? 

No. At a minimurn, the presence of a C02 emissions price in the PACE Global 

output energy prices should have led the Company to also include a CO2 price in 

the dispatch of its units in the ACES Planning and Risk (PaR) modeling, and in its 

financial modeling calculations. 

While the future of CO2 regulations is still somewhat unknown, an ernissions 

allowance price, when it begins, will have a significant effect on coal-fired 

generation. Other utilities are planning for this by including a CO2 allowance 

price in their optimization and dispatch modeling. Synapse has collected 2 1 

different utility IRP and CPCN docket documents from 201 0-20 12 from utilities 
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operating across the US. Nineteen of those utilities assume a price per ton for 

C02, and all but three of those reference CO;! price forecasts are higher than the 

forecast used by PACE Global in its modeling. Figure 1 shows the range of utility 

forecasts as compared to the PACE Global forecast. The utilities included in this 

Figure are listed in Exhibit RSW-5. 

[CONFIDENTLAL FIGURE REMOVED] 

6. DESCRIPTION OF COMPANY MODELING 

Q 

A 

Please describe the modeling methods used by BFWC in this docket. 

It is my understanding that three different modeling methodologies were used to 

support the BREC analysis. First, PACE Global used the Aurora model to 

deterrnine hourly energy prices using input forecasts of coal prices, natural gas 

prices, C02 emissions, load, and capital costs for CC, CT, and wind generation 

technologies. 
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Those hourly energy prices were then given to ACES Power Marketing for use in 

production cost modeling using the PaR model. ACES did not use an input COz 

emissions price in its dispatch when running the PaR model. Outputs from ACES 

production cost modeling included unit generation, capacity factor, fuel used and 

cost, einissions and emissions cost, and variable O&M. The PaR model also 

output wholesale market purchases and off-system sales. 

BREC took the unit and system outputs from the ACES modeling and used them 

as inputs in its own spreadsheet financial model. The financial model calculates 

the NPVRR by first sumrning the production costs in a given year (start-up costs, 

fuel costs, costs for reagents, allowance purchases, purchased power, and off- 

system sales) with the fixed cost of capital in a given year (debt service, debt 

issuance cost, property tax, property insurance, and labor) to arrive at the revenue 

requirements in each of the years in the study period. The net present value of this 

stream of revenue requirements was then calculated. 

BREC used this financial modeling methodology to calculate an NPVRR for three 

different scenarios: 1) a “Build’ case, in which all of the emission control 

technologies deemed necessary for compliance with CSAPR and MATS are 

installed on the BREC units; 2) the “Partial Build’ case, in which the same set of 

emission controls are installed as in the “Build” case, with the exception of the 

SCR on Green Unit 2; and 3) the “Buy” case, in which only MATS emission 

controls are installed, unit generation is curtailed to meet the CSAPR emissions 

limits, and power is purchased in the wholesale market to meet the remaining 

electricity demand. 

7. CONCERNS WITH THE BREC FINANCIAL MODELING INPUT ASSUMPTIONS 

Q 

A 

Did you identify any problems with the Company’s financial modeling? 

Yes, I have five major areas of concern with the BREC financial modeling. The 

first area of concern is that several of the Company’s input assumptions are 

flawed, which I will address in this section. The remaining four areas of concern 

will be addressed in the next section. 
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Q 

A 

Which of the Company’s input assumptions do you believe are flawed? 

I believe that several of the Company’s input assumptions are flawed, including: 

A. The load forecast, which does not include the effects of DSM; 

B. The input natural gas price forecast from the PACE Global modeling; 

C. The use of a COz emissions price to determine the energy market prices in 

the PACE Global modeling, but leaving it out of the ACES production 

cost modeling and the dispatch of generating units; 

D. The resulting output energy prices from the PACE Global modeling/lJse 

of inflated market prices; 

E. The assumption that capacity, heat rates, forced outages, and availability 

factors stay constant over time; 

F. The use of both real and nominal dollars in calculations of NPVRR in the 

BREC financial modeling. 

A. LOAD FORECAST 

Q 

A 

Why do you believe the load forecast used in the BFWC analysis is incorrect? 

In its Response to Sierra Club Data Request 2-27, the Company essentially admits 

that its load forecast is overstated because it fails to account for various demand 

side management (DSM) efforts. In part c, subpart iv of the response, BREC 

states that the savings from energy efficiency programs that are currently being 

implemented in 2012 are not included in the load forecast used in its analysis. 

While level of participation and actual impacts are currently unknown, the 

Company should at the very least include a conservative estimate of the impacts 

of energy efficiency, or include a “low load” sensitivity analysis that reflects these 

impacts. The Company goes on to say in part c, subpart v, that the load forecast 

also does not explicitly include prqjected impacts of federal efficiency standards 

or programs, but only indirectly includes them to the extent they impact historical 

load data and economic forecast data. Overstating the load would likely cause the 
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BREC units to run more often than they otherwise would in the production 

simulation modeling, possibly improving the economics of those units as they are 

subject to fewer starts and less unit cycling. It might also lead to an overestimate 

of the size of any replacement energy needed if the coal units were to retire, either 

in the form of a NGCC replacement options, or market energy replacement. 

€3. NATURAL GAS PRICE FORECAST 

Q Why do you believe the natural gas price forecast used by PACE Global is 
incorrect? 

The natural gas price forecast used by PACE Global to develop market energy 

prices appears to be higher than other natural gas prices developed in 201 1 and 

2012. Figure 2 shows the PACE forecast compared to the EIA’s natural gas price 

forecast from its Annirnl Energy Ozitloolt for the years 2010, 201 1, and 2012. 

[CONFIDENTIAL FIGURE REMOWD] 
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While the EIA forecast from 2010 is higher than the forecast fiom PACE Global, 

the forecasts from 201 1 and 2012 are both lower than that used by PACE in its 

modeling. 

In the near term, even the AEO 2012 natural gas price forecast is too high. The 

natural gas price at Henry Hub has been less than $3/mmBtu for all of 2012 thus 

far, as shown in Figure 3, below. 

Natural gas  spot prices {Henry Hub) 
‘ *  

E 00 

5 50 

5 oa , 

1 50 

1 00 

0 50 

0 uc) I I I 
JUi;;: Jan ‘1 1 Jul ‘1 1 Jan ‘1 2 

Figure 3. Natural gas spot prices at Henry Hub ($/mmBtu)? 

Sources indicate that the drop in forecasts for both short and long-term natural gas 

prices represent a fundamental shift in the industiy rather than a temporary 

anomaly, and are a result of recent growth in natural gas production due to shale 

gas and the related sale of natural gas liquids. In EPA’s proposed New Source 

Performance Standards rule, the agency states that “technological developments 

and discoveries of abundant natural gas reserves have caused natural gas prices to 

US.  Energy Information Administration. Natural Gas Weekly Update. For week ending July 11, 201 1 5 

Accessed July 18,2012. Available at: http://205.254.135.7/naturalgas/weekly/ 
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decline precipitously in recent years and have secured those relatively low prices 
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C. COz EMISSIONS PRICE FORECAST 

How was a COz emissions price used in the modeling performed in this 
docket? 

In its determination of hourly market prices, one of the inputs used by PACE 

Global was a C02 emissions price beginning 111 201 8. In the 200 Aurora iterations 

run by PACE, that C02 price was applied at varying levels in any given year to 

the emissions from all of the coal and natural gas generating units in MISO, 

raising the variable costs of operation accordingly, and thus raising the hourly 

bids of each generator into the MIS0 market. PACE’S hourly energy prices are in 

fact the market clearing price in a given hour. All generator bid prices and 

associated generation are stacked from lowest to highest cost, and the market 

clearing price is the price of the last generator needed to meet the forecasted load 

in a given hour. 

Those output market energy prices were then given to ACES for use in the PaR 

model, which dispatches each of the generating units on an hourly basis and 

calculates the resulting production costs. A C02 price is one of the variables that 

can be included as an operating cost of a generating unit, and if it is present, will 

affect the dispatch of that unit. It is my understanding, confirmed in the 

Company’s Response to Siei-ra Club Data Request 3-17, that in the production 

cost runs produced by ACES and used by BREC in its financial modeling, a C02 

emissions price was present in the market prices against which the generating 

units were dispatched, but was not present in the costs of generation at each unit. 

Is this an appropriate way to account for IikeIy future cost of COz emissions? 

No. Because a C02 price was included in the PACE output market prices, it also 

should have been included in the ACES production cost modeling. 

77 Fed. Reg. 22,392,22,394-22,395 (April 13,2012) 
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Why should a CQz emissions price be used in both the PACE modeling and 
the ACES production cost modeling? 

In the ACES production cost modeling, the C02 price has exerted an upward 

effect on market prices, but because the C02 price is not incorporated in the 

generating units’ running costs, the units appear comparatively less expensive to 

run and thus run more hours of the day than they would otheiwise. 

D. MARKET ENERGY PRICES 

Why are market energy prices important in this analysis? 

Market energy prices are important for three reasons. First, because BREC bids its 

generation into the MIS0 market, the market energy prices have an effect on the 

units’ dispatch. The higher the market prices, the more electricity output the 

BREC units will produce. Secondly, the market energy prices affect the “Buy” 

case that the Company modeled. BREC retrofits its units to comply with MATS, 

runs the units only enough so that they remain in compliance with CSAPR 

emissions limits, and buys the remainder of the energy necessary to meet load 

from the market. The higher the market prices in the “Buy” case, the more 

expensive the option. Third, market energy prices affect the calculation of a 

market replacement option, where one or more coal units retire and the generation 

from those units is replaced with market energy purchases. 

In other cases that have come before this Commission in the past year, both 
utilities and intervenors have done a calculation of the costs of a market 
replacement option. Why did you not present this calculation in your 
analysis? 

I attempted to present a calculation of the costs of a market replacement option 

using the PACE energy prices, but in doing so, found that it always resulted in 

higher costs than that of an NGCC replacement option. In my experience in the 

past year, utility evaluations of a market replacement option have almost always 

resulted in a lower NPVRR than the NGCC replacement. The fact that in this 

case, the market option was coming out much higher indicated to me that the 

market price forecast was inaccurate. 
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Do you have any other reason to believe that the output market prices from 
the PACE Global modeling are incorrect? 

Yes. Coal and natural gas are typically the fuel types that are on the margin in any 

given hour in MISO. Thus fuel price has an effect on the market price, as does a 

C02 emissions price in later years. Using the Aurora output provided by PACE, 

one is able to remove the effect of the natural gas price and C02 emissions price 

on the hourly market price forecast. Removing these effects leaves you with the 

marginal emissions rate for the generating unit that is on the margin in a given 

hour. Coal-fired generators have a marginal emissions rate of about 1 .O - 1.1 tons 

CO2/MWh. Natural gas-fired generators have a marginal emissions rate of about 

0.6 - 0.7 tons COz/MWh. When the effects of natural gas and C02 prices were 

removed for the PACE forecast of market prices, the results suggested a marginal 

emissions rate of 1.8 tons CO2/MWh (megawatt hour) in later years, which is not 

indicative of any type of generating unit that I know to be on the margin. 

E. CAPACITY, HEAT RATE, FORCED OUTAGES, AND AVAILABILJTY 

What does BREC assume in its modeling about the capacity of its units over 
time? 

BREC assumes that the capacity of its units stays constant. On page 24 of his 

direct testimony, Mr. Berry states that “the S&L study did not include calculating 

actual auxiliary power consumption for the recommended compliance strategies. 

Is it correct for BREC to assume a constant capacity rating over time? 

No. Pollution control technologies require electricity to run. A portion of the 

electricity generated at a unit thus will go toward providing that electricity to run 

its emissions controls. This is known as parasitic load, and typically results in a 

capacity derating of a particular unit. This derating is important because it means 

that a smaller number of megawatts (MW) is then available to provide electricity 

to serve load. 

Direct Testimony of Rachel Wilson Page 25 



1 Q 

2 A 

3 

What does RREC assume in its modeling about unit heat rates over time? 

In its Response to Sierra Club Data Request 2-5 part e, the Company states that it 

expects that unit heat rates will stay constant over time. 
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Is it correct for BREC to assume a constant heat rate over time? 

No. Heat rates often vary over time as generating unit component parts degrade 

and are replaced. Heat rates might be expected to rise gradually (units become 

less efficient) as components age, and then drop slightly when those aging parts 

are replaced (unit efficiency increases). Heat rate is important because it reflects 

the efficiency at which the generating unit converts fuel into electricity. A decline 

in unit heat rate over time means that it is producing fewer megawatt hours 

(MWh) of electricity over that period. 

12 Q 
13 availability over time? 

14 A 

15 

What does BREC assume in its modeling about unit forced outages and 

In its Response to Sierra Club Data Request 2-5 parts a-d, the Company states that 

it expects that unit forced outages and availability will stay constant over time. 
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Is it correct for BREC to assume constant forced outages and availability 
over time? 

No. In its Response to PSC 2-5, BREC gives the historic availability of its units 

over the past five years. Availability varies from unit-to-unit and from year-to- 

year due to the number of outages in any given year. Unit outages can be planned, 

as when a unit undergoes routine maintenance or is taken offline for pollution 

control installations, or unplanned, as when a component part fails unexpectedly. 

Availability is the amount of time a generating unit is able to produce electricity 

in a given period. Outages might increase as units age, or as they require 

additional equipment replacement or retrofit, which would lead to a decrease in 

availability. Outages and availability are important because if a plant is offline, it 

is unable to generate electricity. 
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Does the BREX financial modeling use both real and nominal dollars? 

Yes. The estimates of emission control capital and O&M costs developed by 

Sargent & Lundy are presented in Exhibit DePriest-2 in 201 1 dollars. The PaR 

model used by ACES outputs the generation and operating costs for each of the 

BREC units in nominal dollars. The BREC financial modeling uses each of these 

values without converting them to the same base year dollars. 
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Why is this incorrect? 

BREC uses a discount rate of 7.93%, which I assume is a nominal discount rate 

and implies that the analysis was done in nominal dollars. Unit operating costs 

output by the PaR model are included in the BREC financial modeling in nominal 

dollars, which account for the effects of inflation over time. Estimates from 

Sargent & Luridy are in real 201 1 dollars, and do not contain any effects of 

inflation. BREC does not spend all of the capital required for the emissions 

retrofits in 201 1, but rather incurs it over time at some future start date. These 

201 1 dollar estimates should thus be multiplied by an inflation rate in order to 

determine how much an investment incurred in a future year will cost in that 

year’s dollars. BREC does not convert these capital expenditures incurred in a 

future year into that future year’s dollars. These capital expenditures are thus 

understated in the BREC financial modeling. 

21 8. ADDITIONAL CONCERNS WITH THE BREC FINANCIAL MODELING 

22 Q 

23 A 

24 

25 

26 

27 

28 

Please describe your additional concerns with the BREX financial modeling. 

My additional concerns with the financial modeling include the following: 1) that 

BREC does not model the full set of controls that will be required under the EPA 

rules; 2) that BREC does not model its units individually, but rather as a block, 

choosing to retrofit all of the units together rather than examining the economics 

of each unit on a standalone basis; 3) that the BREC financial modeling evaluates 

a selection of future costs associated with the retrofits rather than the actual 
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forward going running costs of the units; and 4) that B E C  does not model the 

emission control retrofits against a reasonable set of alternative options, including 

but not limited to: a natural gas-fired combustion turbine or combined cycle 

replacement, a replacement with market purchases, or a replacement with some 

combination of energy efficiency, renewables resources, natural gas units, and 

market purchases. I will address each of these concerns in turn. 

7 Q 
8 

9 A 

Please explain what you mean when you say that BREC does not model the 
full set of controls required under the EPA rules. 

BREC models only the emission control retrofits that will be required under 

CSAPR and MATS, and includes only a subset of the controls recommended by 

Sargent & Lundy to comply with these rules. In addition to those technologies 

chosen by the Company, Mr. DePriest states on page 20, lines 9-16 that Sargerit & 

Lundy recommended low NO, burners on Coleman units 1-3 for CSAPR 

compliance. As I mention above, in section 5 of my testimony, it is possible, and 

even likely, that one or more of the BREC units will require additional retrofits to 

comply with MATS, whether in the form of ESP upgrades, a polishing baghouse, 

10 

11 

12 

13 

14 

15 

16 

17 or a full baghouse. 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

In addition, Mr. Shaw and Mi-. DePriest state in their direct testimonies that 

BREC will also be subject to the NAAQS revisions, the CCR d e ,  the Water 

Intake (3 16(b)) rule, and new limits on effluent. While the rules have yet to be 

finalized, BREC expects that capital expenditures will be necessary to bring their 

units into compliance. On page 19, lines 12- 19 and page 20, lines 20-22 in the 

direct testimony of Thomas Shaw, Mr. Shaw states that the alternatives under 

consideration by the EPA for both the CCR and 3 16(b) rules are of such 

substantially different foim that “an immediate response to the proposal would 

not be appropriate.” It is correct that the Company cannot be expected to seek 

CPCN and begin construction of environmental projects before knowing what is 

required by the final rules. However, Sargent & Lundy made recommendations 

for those retrofits that it believes will bring the units into compliance with each of 

the rules in their expected final form. BREC could have easily incorporated those 
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6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 
17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

recommended capital expenditures associated with Sargent & Lundy’s 

recommendations into an economic analysis of its coal-fired units. BREC uses a 

20 year planning horizon, and to assume that these upcoming rules will have no 

effect on the capital expenditures or running costs at its coal units is unrealistic 

and favors a retrofit scenario. 

As I mention above, third-party analyses of the EPA rules predict more coal 

retirements when all of the rules are considered together, as the cumulative capital 

additions cause the running costs of additional generating units to be higher than 

costs of a natural gas or market replacement option. Once BREC makes capital 

investments for the emission controls necessary for compliance with CSAPR and 

MATS, those costs are sunk and are no longer considered in the calculation of the 

units’ forward going running costs when additional einission control retrofits are 

considered. By looking at the EPA regulations on a piecemeal basis as they 

become final, BFEC is not considering the real forward economics of its coal 

units. 

Q Please explain what you mean when you say that RREC models its units as a 
block and not individually. 

Compliance with CSAPR allows for allowance trading, with units that are not 

able to meet their emissions limits able to purchase SO2 and NO, allowances from 

the market. BREC models emissions compliance based on total fleet emissions, 

rather than installing retrofits such that each unit meets its individual emissions 

limit. This is an acceptable modeling practice. 

A 

When considering actual running costs of coal unit, however, it is not acceptable 

to model the BREC coal fleet as a whole instead of modeling each unit on a 

standalone basis. Larger, more efficient units may be less expensive and thus 

more economic to run, while smaller, less efficient units may be clearly 

uneconomic to run. Modeling the units individually would reveal this difference 

in running costs between the units. Modeling the units as a block would likely 

mask this difference, as the efficiencies of the larger unit would compensate 

somewhat for the poor econorrlics of the smaller plant. 
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Certain units may also require additional capital expenditures to bring them into 

compliance with environmental regulations, and older units may face the need for 

more capital investments to continue operating. Taking all of the coal units as a 

whole spreads these capital expenditures over the entire fleet, hiding the fact that 

certain units require more investment capital and might be a candidate for 

retirement rather than retrofit. 

Q Please explain what you mean when you say that BREC models a selection of 
future costs associated with the retrofits rather than the actual forward going 
running costs of the units. Why is this an error? 

As I mentioned above, the BREC financial modeling calculates revenue 

requirements based on the production costs in a given year (start-up costs, fuel 

costs, costs for reagents, allowance purchases, purchased power, and off-system 

sales) with the fixed cost of capital in a given year (debt service, debt issuance 

cost, property tax, property insurance, and labor) to arrive at the revenue 

requirements in each of the years in the study period. 

A 

The BREC financial modeling fails to take into account the ongoing capital costs 

associated with routine maintenance at each of the units, which the Company 

provided in its Confidential Response to Sierra Club Data Request 2-1 a. = 
~~ ~ - Costs have only been provided through 2015, but these costs will 

continue through the study period, and may increase as the units age. 

Q Please explain what you mean when you say that BREC does not model unit 
retrofits against alternative options. 

BREC examines three options, but they are all variations on its “Build” case. In 

evaluating the economics of coal units with emission control retrofits, other 

utilities have evaluated the costs of the retrofits against replacement alternatives. 

These alternatives might include a NGCC replacement unit, replacement with 

market purchases, or a combination replacement option that looks at increased 

levels of energy efficiency, renewable energy, and some gas and market 

purchases. Without looking at such options for replacing any or all of BREC’s 

A 
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1 

2 represents the least-cost option. 

coal units, there is simply no basis to conclude that retrofitting each such unit 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

The Commission has seen in previous cases that the retrofit of a coal unit is often 

compared to the construction of a replacement natural gas-fired combined cycle 

unit, to the purchase of an existing NGCC, or to the cost of entering into a 

purchase power agreement (PPA) with the operator of an existing NGCC. BREC 

did not explore any of these options, as stated by the Company in Response to 

Data Request Sierra Club 1-50. Data from the EIA 2012 Anniinl Energy Oiitloolc 

(attached as Exhibit RSW-6) suggests that capacity factors for oil and natural gas 

generation are prqjected to be less than 20% through the BREC study period, 

indicating that it is highly likely that BREC could have entered into a long-term 

PPA for energy and capacity in MISO. A spreadsheet with this EIA data is 

attached to my testimony as Exhibit RSW-7. 

14 

15 

16 

17 

18 

19 

The Comnission has also seen in previous cases that utilities typically examine 

the cost of a coal unit retrofit against the cost of buying replacement power for 

that unit on the market, and that this option typically results in a lower NPVRR 

under current market conditions. The Company did not examine a market 

replacement scenario, and the fact that its “Buy” case results in a much higher 

NPVRR than its “Build” case suggests an eiror in its analysis. 

20 

21 

22 

23 

24 

Finally, the Company could have examined a combination replacement option. 

Had BREC done an energy efficiency market potential study, it could be currently 

achieving a high amount of savings. The Company then could have issued RFPs 

for a lower amount of replacement energy, and examined renewable energy 

sources as well natural gas and market energy purchases. 

25 9. DESCRIPTION AND RESULTS OF SYNAPSE ENERGY ECONOMICS FINANCIAL 
26 MODELING 

27 Q 

28 A 

29 

Did you perform any of your own financial modeling for this docket? 

Yes. Synapse created a cash flow model that calculates the forward going costs of 

each of the BREC units on an annual basis, and discounts this stream of costs to 
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1 

2 

3 

4 

5 scenarios to examine. 

determine the total NPVRR of the suite of retrofits included in the analysis for 

each of the units on a standalone basis. The “Retrofit” option is then cornpared to 

a natural gas comnbined-cycle replacement option. Certain input assumptions are 

allowed to vary in the cash flow model and the user can create a number of 

6 Q  

7 A  

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Please explain how you created your model and the inputs you used. 

The cash flow model was designed to compare the revenue requirements 

associated with the BREC 2012 Compliance Plan to a natural gas-fired combined 

cycle replacement option that provides similar rated capacity and generation. The 

model was created using as many of the inputs and assumptions found in 

modeling perfoimed by the Company, ACES Power Marketing, and PACE 

Global as was possible. Any input that was not taken directly from BREC was 

taken from a public source, and where possible was a source referenced by the 

Company, e.g. the Energy Infoimation Administration (EIA). The source for each 

input assumption is documented in the model. 

The cash flow analysis creates the nominal revenue requirements for each 

environmental retrofit using the capital costs of the projects, AFUDC, book and 

tax depreciation, income and deferred taxes, return on rate base, property taxes 

and insurance costs. These capital revenue requirements are then combined with 

generating unit-specific, on-going non-environmental capital expenditures, 

generating unit-specific production costs (he1 costs, start costs, fixed and variable 

O&M costs, emissions costs), and environmental retrofit project-specific O&M 

costs, which sum to provide the nominal revenue requirements for each year, for 

each generating unit. These nominal revenue requirements are then summed and 

put in present value terms using the BREC nominal discount rate. 

26 

27 

28 

29 

In calculating the NPVRR for the NGCC replacement option, we assumed 

retirement of the BREC units at the end of 201 5 and assumed installation of the 

NGCC at the beginning of 201 6. Similar to the calculation for the retrofit option, 

the NPVRR calculation for the NGCC option includes capital costs with AFlJDC 
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1 

2 

3 

and unit production costs (fuel costs, fixed and variable O&M costs, emissions 

costs). The NPVRR of the retrofit option was then compared to the NPVRR for 

the NGCC replacement option on a unit-by-unit basis. 

Wilson 

4 

5 

6 

7 

8 

The cash flow spreadsheet model enables the creation of different scenarios 

through the use of certain different input values, e.g. natural gas price, COz 

emissions price, and selection of additional environmental compliance retrofit 

technologies for each of the BREC units. The user can create different scenarios 

by selecting variations on each of these inputs. 

NGCC Replacement YO Difference 
2015 minus Retrofit from Retrofit 

(S2.59) -13.88% 

9 Q What are the results of your financial modeling? 

10 A 

11 

12 

13 

14 

15 

16 

The difference in NPVRRs between the coal retrofit and NGCC replacement 

option in the “Synapse Recornmended Case” are shown in Table 4, below. 

Negative values in the “NGCC Replacement” column indicate that building a 

natural gas-fired unit is cheaper than installing pollution control retrofits on the 

BREC coal units. The results in Table 8 (also in Exhibit RSW-2) indicate that all 

of the BREC coal units are uneconomic when compared to a natural gas 

replacement option and should be considered for retirement. 

Green 1 
Green 2 

17 
18 Retrofits (millions 201239. 

Table 8. Synapse Recommended Case - Comparison of NGCC Replacement to BREC Unit 

($204) -18.53% 
($2133 -19.83% 

19 

HMPL 1 
HMPL 2 
Coleman 1 
Coleman 2 
Coleman 3 
Total 

20 

21 

22 

($82) -12.47% 
($107) -15.56% 
(SIOS) -15.84% 
(S90) -13.74% 

($103) -14.92% 
1 %  1.165) -15.73% 

The Synapse Recommended Case includes the controls in the BREC 2012 

Environmental Compliance Plan, and also includes those controls recommended 

by Sargent & Lundy for compliance with the revised NAAQS, the CCR rule, and 
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5 Q  

6 A  

7 

8 

9 

10 

Green 2 
HMPL 1 

11 
12 

$4 0.50% 
$82 16.22% 

13 

HMPI, 2 
Coleman 1 

14 

15 

16 

17 

18 

$65 12.27% 
$43 7.85% 

the 3 16(b) iule. Costs of compliance with the Effluent Limitations Guidelines 

were also included, and were taken fi-om the 2010 EPRZ Cost Assessment of Coal 

Cornbiution Residuals and the 201 I EEI Potential Impacts of Environmental 

Regulation. 

Coleman 2 
Coleman 3 

How does your Recommended Case compare to the BREX analysis? 

We put the input assumptions used by BREC (the BREC natural gas price 

forecast, a COz emissions price of $0 in all years, and only those retrofits in the 

Company’s 2012 Environmental Compliance Plan) into our cash flow model and 

got the results shown in Table 9 (also in Exhibit RSW-8) - the “Big Rivers Build 

Case.” 

$61 11.73% 
$50 8.89% 

Table 9. Company Case - Comparison of NGCC Replacement to BREC Unit Retrofits 

(millions ZOlZrS). 

Total 

Wilson $152 10.06% 
Green 1 $69 8.12% 

$527 I 8.91% 

The results from the BFEC Build Case show that retrofitting the units with select 

CSAPR and MATS Compliance technologies only, under the Company’s gas and 

COz input assumptions, result in positive benefits of varying amounts for each of 

the units. Benefits of the Green 2 retrofits are smallest, at $4 million NPVRR and 

benefits of the Wilson retrofits are highest at $1 52 million NPVRR. 

19 
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1 Q  
2 
3 

Green 1 
Green 2 

4 A  

5 

$69.35 $2 1 ”46 
$4.44 643 “48’) 

6 

Colenmn 3 
Total 

7 

$49.72 $13.57 
$526.8 1 $167.00 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

How do the results from your cash flow analysis go from a net benefit of $527 
million under the BREC Build Case to a net cost of more than $1 billion in 
the Synapse Recommended Case when compared to an NGCC alternative? 

In order to help answer this question, I’ve prepared several tables that vary the 

input assumptions one at a time as I move between the BREC Build Case and the 

Synapse Recommended Case. 

First, simply changing the COr emissions price to be consistent throughout the 

BREC modeling7 causes Green TJnit 2 to become uneconomic to run, as shown in 

Table 10. It also causes the total net benefit of retrofitting the coal fleet to drop by 

$359 million. Table 10 is also attached as Exhibit RSW-9. 

Table 10. Comparison of Company Build Case with and without COz (millions 2012s). 

I-”-- 

Wilson $15 1.56 $55.89 

HMPL 1 $82.38 
HMPL2 $65.29 

Changing the PACE/BREC natural gas price forecast to the most up-to-date EIA 

AEO 2012 forecast has an even more dramatic effect on the economics of the 

retire and replace scenario. Five of the eight BREC units are now uneconomic to 

run under an updated natural gas price forecast, and the net benefits of retrofitting 

the entire fleet are now negative. These results are shown in Table 1 1, and also in 

Exhibit RSW- 10. 

Of the 21 electric utilities we surveyed that have a public CO? price forecast, the PACE Global price 7 

forecast is the third lowest of the Reference cases. 
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1 
2 

Wilson 
Green 1 

Table 11. Comparison of Company Build Case with PACEBREC and EIA 2012 Natural 

Gas Price Forecasts (millions 20129. 

Company Build Case Company Build, AEONG 

Zero C02 Price, BREC Zero C02 Piice, AEO NG 
NGprice, ECP Retrofits price, ECP Retrofits 

-_I_ 

$15 1.56 ($16" 8s) 
$69.35 ($25 73) 

3 

Green 2 
HMPL 1 

8 
9 

I $4.44 ($80.20) 
$82.38 $22.71 

10 

HMPL 2 
Coleman 1 

11 

12 

13 

$65.29 $3.80 
$43.18 f $15 52) 

Coleman 2 
Coleman 3 

$60.88 $2.70 
$49.72 ($12.22) 

Company Build Case 

Zero C02 Price, BREC 
NGprice, ECP Retrofits 

. ~ . -  

- 

Company Build + CO2, All Retrofits but Effluent Synapse 
Company Build + CO2 AEO NG t CO2, AEO NG Recommended 

BREC C02 Price, BREC BREC CO2 Price, AEO NGprice, All Retrofits BREC CO2 Price, AEO 
but Effluent NGprice, All Retrofits NGprice, ECP Retrofits NGprice, FCP Retrofits 

BREC C02 Price, AEO 

-~ 

Coleman 2 

Coleman 3 

Total 

Changing the COZ and natural gas prices together yields even more dramatic 

results, shown in Table 12 (attached as Exhibit RSW-11) in the first and third 

columns, changing $526 million in net benefits in the Company Build Case to 

$487 million in net cost in the "Company Build + C02, AEO NG" scenario. 

$60.88 $26 58 ( 5 3  1 60) ($43.33) (5YY.67) 
$49.72 $13 57 ($35 38) ($62. IO) 6 IO3 33) 

$526.81 - $167.00 (5387 16) ($621 25) ('6 1,16S.#) 

Table 12. Comparison of Company Build Case with Changed Input Scenarios (millions 

2012$). 

$53.14 I (\SI 53) 
II 

$82.38 I 

Adding in the costs of compliance with expected EPA regulations causes the 

economics of the fleet retrofits to look even worse. Compliance with the revised 

NAAQS, CCR, and 3 16(b) rules in addition to CSAPR and MATS would have a 
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2 

3 

net total cost of $621 million. Finally, adding in Effluent Limitation Guidelines 

compliance costs leads to a net total cost of more than $1 billion when cornpared 

to a NGCC replacement option. 

4 10. CONCLUSIONS 

5 Q Please summarize your conclusions. 

6 A 

7 

8 

9 

10 

11 

12 

Based on my review, I conclude that the errors present in the BREC modeling 

causes the Company to understate the costs associated with the continued 

operations of its coal fleet. Using corrected input assumptions and adding in the 

costs of compliance with expected EPA regulations causes the costs of coal unit 

retrofits to increase dramatically. When the complete retrofit scenario is compared 

to a NGCC replacement scenario, we see that the NGCC scenario is more than $1 

billion cheaper than continued operation of the BREC coal fleet. 

13 Q Does this conclude your direct testimony? 

14 A Yes. 
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Exhi bit-RW-I 

Associate 
Synapse Energy Economics 

485 Massachusetts Ave., Suite 2, Cambridge, MA 02139 
(617) 453-7044 0 fax: (617) 661-0599 

www.synapse-energy.com 
rwilson@synapse-energy.com 

PROFESSIONAL EXPERIENCE 
Synapse Energy Economics Inc., Cambridge, MA. Associate, 201 0 - present, Research 
Associate, 2008 - 20 10. 

0 Performs consulting, conducts research, and assists in writing testimony and reports on a 
wide range of issues relating to electric utilities, including: federal and state clean air 
policies; emissions from electricity generation; environmental compliance technologies, 
strategies, and costs; integrated resource planning; valuation of environmental 
externalities from power plants; and the nexus between water and energy. 
Uses optimization and electricity dispatch models, including Strategist, PROMOD, 
PROSYMMarket Analytics, and PLEXOS to conduct analyses of utility service 
territories and regional energy markets. 

0 

Analysis Group, Inc., Boston, MA. Associate, Energy Practice, 2007 - 2008. 
0 

0 

0 

0 

Senior 
0 

0 

Supported an expert witness asked to opine on various topics in the electric industry as 
they applied to merchant generators and provided incentives for their behavior in the late 
1990s and early 2000s. 
Analyzed data related to coal production on Indian land and contractual royalties paid to 
the tribe over a 25 year period to determine if discrepancies exist between these values for 
the purposes of potential litigation. 
Examined Canadian policies relating to carbon dioxide, and assisted with research on 
linkage of international tradable permit systems. 
Managed analysts’ work processes and evaluated work products. 

Analyst Intern, Energy Practice, 2006 - 2007. 
Supported an expert witness in litigation involving whether a defendant power company 
could financially absorb a greater investment in pollution control under its debt structure 
while still offering competitive rates. Analyzed impacts of federal and state clean air 
laws on energy generators and providers. Built a quantitative model showing the costs of 
these clean air policies to the defendant over a 30 year period. Built a financial model 
calculating impacts of various pollution control investment requirements. 
Researched the economics of art; assisted in damage calculations in arbitration between 
an artist and his publisher. 

Yale Center for Environmental Law and Policy, New Haven, CT. Research Assistant, 
2005 - 2007. 

Rachel Wilson Page I of 4 Synapse Energy Economics, Inc. 

http://www.synapse-energy.com
mailto:rwilson@synapse-energy.com


Exhi bit-RW-1 

Gathered and managed data for the Environmental Performance Index, presented at the 
2006 World Economic Forum. Interpreted statistical output, wrote critical analyses of 
results, and edited report drafts. 
Part of the team that produced Green to Gold, an award-winning book on corporate 
environmental management and strategy. Managed data, conducted research, and 
implemented marketing strategy. 

CERES, Boston, MA. Student Consultant, Spring 2006. 
e As part of a four-person team, made strategic recommendations on all aspects of 

messaging and engagement to encourage corporate directors to act on the issue of 
climate change. First strategic recommendation was sustainable governance forums, 
which were profiled in New York Times article “Global Warming Subject for Directors 
at Big Companies” on September 2 1, 2006. 

Marsh Risk and Insurance Services, Inc., Los Angeles, CA. Risk Analyst, Casualty 
Department, 2003 - 2005. 

Evaluated Fortune 500 clients’ risk management programs/requirements and formulated 
strategic plans and recommendations for customized risk solutions. 
Supported the placement of $2 million in insurance premiums in the first year and $3 
million in the second year. 
Utilized quantitative models to create loss forecasts, cash flow analyses and 
benchmarking reports. 
Completed a year-long Graduate Training Program in risk management; ranked #1 in the 
western region of the US and shared #1 national ranking in a class of 200 young 
professionals. 

EDUCATION 
Yale School of Forestry & Environmental Studies, Master of Environmental Management, 
New Haven, Connecticut, 2007. 
Concentration in Law, Economics, and Policy with a focus on energy issues and markets. 

Claremont McKenna College, Bachelor of Arts in Environment, Economics, Politics (EEP) 
Claremont, California, 2003. 
czmz latide and EEP departmental honors. 

School for International Training Quito, Ecuador. Spring 2002. 
Semester abroad studying Comparative Ecology. Microfinance Intern - Viviendas del Hogar de 
Cristo in Guayaquil, Ecuador. 

SKILLS AND ACCOMPLISHMENTS 
Microsoft Office Suite, Lexis-Nexis, Platts Energy Database, Strategist, PROMOD, 
PROSYM/Market Analytics, and PLEXOS, some SAS and STATA. 
Competent in oral and written Spanish. 
Hold the Associate in Risk Management (ARM) professional designation. 

PUBLICATIONS AND PRESENTATIONS 
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Fagan, R., M. Chang, P. Knight, M. Schultz, T. Comings, E. Hausman, andR. Wilson. The 
Potential Rate Eflects of Wind Energy and Transmission in the Midwest I S 0  Region. Prepared 
for the Energy Future Coalition. May 22, 2012. 

Wilson, R. Comments Regarding MidAmerican Energy Company Filing on Coal-Fired 
Generation in Iowa. Prepared for the Iowa Office of the Consumer Advocate. December 15, 
201 1. 

Johnston, L., and R.  Wilson. Global Best Practices: Strategies for Decarbonizing Electric Power 
Supply. Prepared for Regulatory Assistance Project (RAP). December 14,201 1, 

Hausman, E., T. Comings, R. Wilson, and D. White. Electricity Scenario Analysis for the 
Vermont Comprehensive Energy Plan 201 I I Prepared for the Vermont Department of Public 
Service. September 201 1. 

Hornby, R., P. Chernick, C. Swanson, D. White, J. Gifford, M. Chang, N. Hughes, M. 
Wittenstein, R. Wilson, and B. Biewald. Avoided Energy Siipply Costs in New Englaud: 201 1 
Report. Prepared for the Avoided-Energy-Supply-Component (AESC) Study Group. July 2 1, 
2011. 

Wilson, R. and Paul Peterson. A Brief Szrwey of State Integi-ated Resozrrce Planning Rztles and 
Reqziirements. Prepared for the American Clean Skies Foundation. April 28, 201 1. 

Johnston, L., E. Hausman., B. Biewald, R.  Wilson, and D. White. 2011 Carbon Dioxide Price 
Forecast. February 11,201 1. 

Fisher, J., R. Wilson, N. Hughes, M. Wittenstein, and B. Biewald. BeneJits ofBeyond BAU: 
Hziman, Social, and Environmental Damages Avoided Through the Retirement of the US Coal 
Fleet. Prepared for the Civil Society Institute. January 25, 201 1. 

Peterson, P., V. Sabodasli, R. Wilson, and D. Hurley. Public Policy Impacts on Transmission 
Planning. Prepared for Earthjustice, December 21, 2010. 

Fisher, J., S. Levy, Y. Nishioka, P. Kirshen, R. Wilson, M. Chang, J. Kallay, and C. James. Co- 
BeneJits of Energy EfJiciency and Renewable Energy in Utah. Prepared for the State Energy 
Office of Utah, March 2010. 

Wilson, R. “The Energy-Water Nexus: Interactions, Challenges, and Policy Solutions.” Presented 
at the National Drinking Water Symposium 2009, October 2009. 

Fisher, J., C. James, L,. Johnston, D. Schlissel, R. Wilson, Energy Fzittrre: A Green Alternative 
for Michigan. Prepared for Natural Resources Defense Council and Energy Foundation, August 
2009. 

Schlissel, D., R. Wilson, L. Johnston, D. White, An Assessment of Santee Cooper’s 2008 
Resource Planning. April 2009. 

Schlissel, D., A. Smith, R. Wilson, Coal-Fired Power Plant Construction Costs. July 2008. 
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TESTIMONY 
Kentucky Public Service Commission. Direct testimony before the Commission on behalf of 
the Sierra Club. Testimony included discussion of STRATEGIST modeling relating to the 
application of Kentucky Power Company for a Certificate of Public Convenience and Necessity, 
and for approval of its 20 1 1 environmental compliance plan and amended environmental cost 
recovery surcharge. 

Kentucky Public Service Commission. Direct testimony before the Commission on behalf of 
Sieira Club and Natural Resources Defense Council. Testimony included discussion of 
STRATEGIST modeling relating to the applications of Kentucky Utilities Company, and 
Louisville Gas and Electric Company for Certificates of Public Convenience and Necessity, and 
approval of its 201 1 compliance plan for recovery by environmental surcharge. September 16, 
201 1. 

Minnesota Public Utilities Commission. Rebuttal testimony before the Commission on behalf 
of Izaak Walton League of America, Fresh Energy, Sierra Club, and Minnesota Center for 
Environmental Advocacy. Testimony described STRATEGIST modeling perfomed in the 
docket considering Otter Tail Power’s application for an Advanced Determination of Prudence 
for BART retrofits at its Big Stone plant. September 7, 201 1. 

Resume dated June 20 12. 
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86-5590), Director, Office of Petroleum, Natural Gas, and Biofuels Analysis; and James T. 
86-77621, Director, Office of Energy Consumption and Efficiency Analysis. 

Complimentary copies are available to certain groups, such as public and academic libraries; Federal, State, local, and foreign 
governments; EIA survey respondents; and the media. For further information and answers to questions, contact: 

Office of Communications, El-40 
Forrestal Building, Room 1E-210 
I000 Independence Avenue, S.W. 
Washington, DC 20585 

Telephone: 202/586-8800 Fax: 202/586-0727 
formation line) Website: i 

Specific questions about the information in this report may be directed to: 

National Energy Modeling System ~ l . . ~ . l . . l l l ~ . . . . . . . ~ . .  Dan H. Skelly (cjc ,202-586-2222) 
Executive summary .......ll..._ll.l..l~,. ",..-l..l...""".,.","....". Paul D. Haltberg ( p 2 ~ i l  li(!lI ,202/586-1284) 
Economic activit,y . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Kay A. Smith (h:c 
World oil prices "... ~ . . _ . . 1 1 . 1 _ . . _ . _ . 1 . 1 . . . . . ~ ~ ~ . ~ ~ , . . . 1 . - , ~ , . . ~ , . , . . ~ ~ . . , ~  John L. Staub (~::i I, 202-586-6344) 

Commercial demand ,202/586-4791) 
Industrial demand 

Electricity generation, capacity 
,202/586-3757) 

Electricity generation, emissions ."",. ,202/586-1297) 

Laura K. Martin (h ,202/586-1494) 
Renewable energy 

.....l.......l Chetha Phang ( ,202-586-4821) 
,202/586-8181) 

Ethanol and biodiesel ..ll..l-.l ...... "...,..._ ..-l...,ll...l,lll.. Mac J. Statton (rr ,202-586-7 105) 
Coal supply and prices .l.l.ll"ll .... ".l,."....".....",","","".... Michael L. Mellis 
Carbon dioxide emissions .l._ll.l.l.....ll.l..... ."".. ..". .,"" Diane R.  Kearney (di. ,202/586-2415) 

and will be updated for the Annual Energy Outlook 20l2 during 2012. 

Other contributors to the report include Vipin Arora, Justine Barden, Jaseph Benneche, Tina Bowers, Gwendolyn Bredehoeft, Phillip 
Budzik, Nicholas Chase, John Cochener, Michael Cole, Jim Diefenderfer, Robert Eynon, Laurie Falter, Mindi Farber-DeAnda, Adrian 
Geagla, Peter Gross, James Hewlett, Behjat Hojjati, Sean Hill, Kevin Jarzomski, J im  Joosten, Paul Kondis, Angelina LaRose, Thomas 
Lee, Tanc Lidderdale, Perry Lindstrom, Vishakh Mantri, Phyllis Martin, Elizabeth May, Carrie Milton, David Peterson, Chetha Phang, 
Marie Rinkowski-Spangler, Mark Schipper, Elizabeth Sendich, Joanne Shore, Robert Smith, Glen Sweetnam, Matthew Tanner, 
Russell Tarver, Dana Van Wagener, Diwakar Vashishat, Steven Wade, William Watson, and Peggy Wells. 
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The Annual Energy Outlook 2012 (AEO2012), prepared by the U.S. Energy Information Administration (EIA), presents long-term 
projections of energy supply, demand, and prices through 2035, based on results from EIAs National Energy Modeling System 
(NEMS). EIA published an "early release" version of the AEO2012 Reference case in January 2012. 

The report begins with an "Executive summary" that highlights key aspects of the projections, It is followed by a "Legislation and 
regulations" section that discusses evolving legislative and regulatory issues, including a summary of recently enacted legislation 
and regulations, such as: the Mercury and Air Toxics Standards (MATS) issued by the U.S. Environmental Protection Agency (EPA) 
in December 2011 [ I ] ;  the Cross-State Air Pollution Rule (CSAPR) as finalized by the EPA in July 2011 [21; the new fuel efficiency 
standards for medium- and heavy-duty vehicles published by the EPA and the National Highway Traffic Safety Administration 
(NHTSA) in September 2011 [3]; and regulations pertaining to the power sector in California Assembly Bill 32 (AB 32), the Global 
Warming Solutions Act of 2006 [41. 

The "Issues in focus" section contains discussions of selected energy topics, including a discussion of the results in two cases 
that adopt different assumptions about the future course of existing policies: one case assumes the extension of a selected group 
of existing public policies-corporate average fuel economy (CAFE) standards, appliance standards, production tax credits, and 
the elimination of sunset provisions in existing energy policies; the other case assumes only the elimination of sunset provisions. 
Other discussions include: oil price and production trends in the AEO20I2; potential efficiency improvements and their impacts on 
end-use energy demand; energy impacts of proposed CAFE standards for light-duty vehicles (LDVs), model years (MYs) 2017 to 
2025; impacts of a breakthrough in battery vehicle technology; heavy-duty (HD) natural gas vehicles (NGVs); changing structure 
of the refining industry; changing environment for fuel use in electricity generation; nuclear power in AEO2012; potential impact of 
minimum pipeline throughput constraints on Alaska North Slope oil production; U.S. crude oil and natural gas resource uncertainty; 
and evolving Marcellus shale gas resource estimates. 

The "Market trends" section summarizes t,he projections for energy markets. The analysis in AE02012 focuses primarily on a 
Reference case, Low and High Economic Growth cases, and Low and High Oil Price cases. Results from a number of other alternative 
cases also are presented, illustrating uncertainties associated with the Reference case projections for energy demand, supply, 
and prices. Complete tables for the five primary cases are provided in Appendixes A through C. Major results from many of the 
alternative cases are provided in Appendix D. Complete tables for all the alternative cases are available on EIAs website in a table 
browser at 

AEOZOI2 projections are based generally on Federal, State, and local laws and regulations in effect as of the end of December 
20'11. The potential impacts of pending or proposed legislation, regulations, and standards (and sections of existing legislation 
that require implementing regulations or funds that have not been appropriated) are not reflected in the projections. In certain 
situations, however, where it is clear that a law or regulation will take effect shortly after the AEO is  completed, it may be considered 
in the projection. 

AEO2Ol2 is published in accordance with Section 205c of the U.S. Department of Energy (DOE) Organization Act of 1977 (Public 
Law 95-91), which requires the EIA Administrator to prepare annual reports on trends and projections for energy use and supply. 

Projections by EIA are not statements of what will happen but of what might happen, given the assumptions and 
methodologies used for any particular scenario. The Reference case projection is a business-as-usual trend estimate, given 
known technology and technological and demographic trends. EIA explores the impacts af alternative assumptions in 
other scenarios with different macroeconomic growth rates, world oil prices, and rates of technology progress. The main 
cases in AEO2012 generally assume that current laws and regulations are maintained throughout the projections. Thus, the 
projections provide policy-neutral baselines that can be used to analyze policy initiatives. 

While energy markets are complex, energy models are simplified representations of energy production and consumption, 
regulations, and producer and consumer behavior. Projections are highly dependent on the data, methodologies, model 
structures, and assumptions used in their development. Behavioral characteristics are indicative of real-world tendencies 
rather than representations of specific outcomes. 

Energy market projections are subject to much uncertainty. Many of the events that shape energy markets are random and 
cannot be anticipated. In addition, future developments in technologies, demographics, and resources cannot be foreseen 
with certainty. Many key uncertainties in the AE02012 projections are addressed through alternative cases. 

EIA has endeavored to make these projections as objective, reliable, and useful as possible; however, they should serve as 
an adjunct to, not a substitute for, a complete and focused analysis of public policy initiatives. 

U.S. Energy Information Administration I Annual Energy Outlook 2012 
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The Annual Energy Outlook 2012 (AE020I2) Reference case included as part of this complete report, released in June 2012, was 
updated from the Reference case released as part of the AE02072 Early Release Overview in January 2012. The Reference case was 
updated to incorporate modeling changes and reflect new legislation or regulation that was not available when the Early Release 
Overview version of the Reference case was published. Major changes made in the Reference include: 

9 The Mercury and Air Toxics Standards (MATS) issued by the EPA in December 2011 was incorporated. 

The long-term macroeconomic projection was revised, based on the November 2011 long-term projection from IHS Global 
Insights, Inc. 

. The Cross-State Air Pollution Rule (CSAPR), which was included in the Early Release Reference case, was kept in the final 
Reference case. In December 2011, a District Court delayed the rule from going into effect while in litigation, 

9 The California Low Carbon Fuel Standard (LCFS) was removed from the final Reference case, given the Federal court ruling in 
December 2011 that found some aspects of it to be unconstitutional. 

* Historical data and equations for the transportation sector were revised to reflect revised data from NHTSA and FHWA. 

9 A new cement model was incorporated in the industrial sector. 

0 Photovoltaic capacity estimates for recent historical years (2009 and 2.010) were updat,ed to line up more closely with Solar 
Energy Industries Association (SEIA) and Interstate Renewable Energy Council (IREC) reports. 

9 Gulf of Mexico production data were revised downward to reflect data reported by the Bureau of Ocean Energy Management 
more closely. 

9 Data in the electricity model were revised to reflect 2009 electric utility financial data (electric utility plant in service, operations 
and maintenance costs, etc.) and refine the breakdown of associated costs between the generation, transmission, and distribution 
components. 
Higher capital costs for fabric filters were adopted in the analysis of MATS, based on EPA data. 

9 Reservoir-level oil data were updated to improve the API gravity and sulfur content data elements. 

0 The assumed volume of natural gas used at export liquefaction facilities was revised. 

Future analyses using the AE02012 Reference case will start from the version of the Reference case released with this complete report. 

Links current as of June 2012 

1 

2 

3 

U S Environmental Protection Agency, "Mercury and Air Toxics Standards," website 

U S Environmental Protection Agency, "Cross-State Air Pollution Rule (CSAPR)," website 

U.S. Environmental Protection Agency and National Highway Traffic Safety Administration, "Greenhouse Gas Emissions 
Standards and Fuel Efficiency Standards for Medium- and H 
76, No 179 (September 15,20111, pp 57106-57513, website 

cy, Air Resources Board, "Assembly Bill 32 Global Warming Solutions Act of 2006," 

U.S. Energy Information Administration 1 Annual Energy Outlook 2012 ... 
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The projections in the U.S. Energy Information Administration's (EIAs) Annual Energy Outlook 2012 (AE02012) focus on the factors 
that shape the U.S. energy system over the long term. Under the assumption that current laws and regulations remain unchanged 
throughout the projections, the AEO20V Reference case provides the basis for examination and discussion of energy production, 
consumption, technology, and market trends and the direction they may take in the future. It also serves as a starting point for 
analysis of potential changes in energy policies. But AE02012 is not limited to the Reference case. It, also includes 29 alternative 
cases (see Appendix E, Table El), which explore important areas of uncertainty for markets, technologies, and policies in the U.S. 
energy economy. Many of the implications of the alternative cases are discussed in the ''Issues in focus" section of this report. 

Key results highlighted in AEO2Ol2 include continued modest growth in demand for energy over the next 25 years and increased 
domestic crude oil and natural gas production, largely driven by rising production from tight oil and shale resources. As a result, 
U.S. reliance on imported oil is reduced; domestic production of natural gas exceeds consumption, allowing for net exports; 
a growing share of U.S. electric power generation is met with natural gas and renewables; and energy-related carbon dioxide 
emissions remain below their 2005 level from 2010 to 2035, even in the absence of new Federal policies designed to mit,igate 
greenhouse gas (GHG) emissions. 

Overall U.S. energy consumption grows at an average annual rate of 0.3 percent from 2010 through 2035 in the AE02012 
Reference case. The U.S. does not return to the levels of energy demand growth experienced in the 20 years prior to the 2008- 
2009 recession, because of more moderate projected economic growth and population growth, coupled with increasing levels 
of energy efficiency. For some end uses, current Federal and State energy requirements and incentives play a continuing role in 
requiring more efficient technologies. Projected energy demand for transportation grows a t  an annual rate of 0.1 percent from 
2010 through 2035 in the Reference case, and electricity demand grows by 0.7 percent per year, primarily as a result of rising 
energy consumption in the buildings sector. Energy consumption per capita declines by an average of 0.6 percent per year from 
2010 to 2035 (Figure 1). The energy intensity of the U.S. economy, measured as primary energy use in British thermal units (Btu) 
per dollar of gross domestic product (GDP) in 2005 dollars, declines by an average of 2.1 percent per year from 2010 to 2035. 
New Federal and State policies could lead to further reductions in energy consumption. The potential impact of technology 
change and the proposed vehicle fuel efficiency standards on energy consumption are discussed in ''Issues in focus." 
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Domestic crude oil production has increased over the past few years, reversing a decline that began in 1986. U.S. crude oil 
production increased from 5.0 million barrels per day in 2008 to 5.5 million barrels per day in 2010. Over the next 10 years, 
continued development of tight oil, in combination with the ongoing development of offshore resources in the Gulf of Mexico, 
pushes domestic crude oil production higher. Because the technology advances that have provided for recent increases in supply 
are still in the early stages of development, future U.S. crude oil production could vary significantly, depending on the outcomes of 
key uncertainties related to well placement and recovery rates. Those uncertainties are highlighted in this Annual Energy Outlook's 
''Issues in focus" section, which includes an article examining impacts of uncertainty about current estimates of the crude oil and 
natural gas resources. The AE02012 projections considering variations in these variables show total U.S. crude oil production in 
2035 ranging from 5.5 million barrels per day to 7.8 million barrels per day, and projections for US. tight oil production from eight 
selected plays in 2035 ranging from 0.7 million barrels per day to 2.8 million barrels per day (Figure 2). 
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ported petroleum and other liquids declines in the AE02072 Reference case, primarily as a result of rising 
energy prices; growth in domestic crude oil production to  more than 1 million barrels per day above 2010 levels in 2020; an 
increase of 1.2 million barrels per day crude oil equivalent from 2010 to 2035 in the use of biofuels, much of which is produced 
domestically; and slower growth of energy consumption in the transportation sector as a result of existing corporate average 
fuel economy standards. Proposed fuel economy standards covering vehicle model years (MY) 2017 through 2025 that are not 
included in the Reference case would further reduce projected need for liquid imports. 

Although US. consumption of petroleum and other liquid fuels continues to grow through 2035 in the Reference case, the reliance 
on imports of petroleum and other liquids as a share of total consumption declines. Total U.S. consumption of petroleum and 
other liquids, including both fossil fuels and biofuels, rises from 19.2 million barrels per day in 2010 to 19.9 million barrels per day 
in 2035 in the Reference case. The net import share of domestic consumption, which reached 6 0  percent in 2005 and 2006 
before falling to 49  percent in 2010, continues falling in the Reference case to 36 percent in 2035 (Figure 3). Proposed light-duty 
vehicles (LDV) fuel economy standards covering vehicle M Y  2017 through 2025, which are not included in the Reference case, 
could further reduce demand for petroleum and other liquids and the need for imports, and increased supplies from U.S. tight oil 
deposits could also significantly decrease the need for imports, as discussed in more detail in ''Issues in focus." 

Much of the growth in natural gas production in the AEO2Ol2 Reference case results from the application of recent technological 
advances and continued drilling in shale plays with high concentrations of natural gas liquids and crude oil, which have a higher 
value than dry natural gas in energy equivalent terms. Shale gas production increases in the Reference case from 5.0 trillion cubic 
feet per year in 2010 (23 percent of total US. dry gas production) to 13.6 trillion cubic feet: per year in 2035 (49 percent of total 
US. dry gas production). As with tight oil, when looking forward to 2035, there are tinresolved uncertainties surrounding the 
technological advances that have made shale gas production a reality. The potential impact of those uncertainties results in a range 
of outcomes for U.S. shale gas production from 9.7 to 20.5 trillion cubic feet per year when looking forward to 2035. 

As a result of the projected growth in production, U.S. natural gas production exceeds consumption early in the next decade in the 
Reference case (Figure 4). The outlook reflects increased use of liquefied natural gas in markets outside North America, strong 
growth in domestic natural gas production, reduced pipeline imports and increased pipeline exports, and relatively low natural 
gas prices in the United States. 
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In the Reference case, the natural gas share of electric power generation increases from 24 percent in 2010 to 28 percent in 2035, 
while the renewables share grows from 10 percent to 15 percent. In contrast, the share of generation from coal-fired power plants 
declines. The historical reliance on coal-fired power plants in the U.S. electric power sector has begun to wane in recent years. 
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Over the next 25 years, the share of electricity generation from coal falls to 38 percent, well below the 48-percent share seen as 
recently as 2008, due to slow growth in electricity demand, increased competition from natural gas and renewable generation, 
and the need to comply with new environmental regulations Although the current trend toward increased use of natural gas 
and renewables appears fairly robust, there is uncertainty about the factors influencing the fuel mix for electricity generation. 
AE02512 includes several cases examining the impacts on coal-fired plant generation and retirements resulting from different 
paths for electricity demand growth, coal and natural gas prices, and compliance with upcoming environmental rules 

While the Reference case projects 49 gigawatts of coal-fired generation retirements over the 2011 to 2035 period, nearly all of 
which occurs over the next 10 years, the range for cumulative retirements of coal-fired power plants over the projection period 
varies considerably across the alternative cases (Figure 5), from a low of 34  gigawatts (11 percent of the coal-fired generator fleet) 
to a high of 70 gigawatts (22 percent of the fleet). The high end of the range is based on much lower natural gas prices than those 
assumed in the Reference case; the lower end of the range is based on stronger economic growth, leading to stronger growth in 
electricity demand and higher natural gas prices. Other alternative cases, with varying assumptions about coal prices and the 
length of the period over which environmental compliance costs will be recovered, but no assumption of new policies to limit GHG 
emissions from existing plants, also yield cumulative retirements within a range of 34 to 70 gigawatts. Retirements of coal-fired 
capacity exceed the high end of the range (70 gigawatts) when a significant GHG policy is assumed (for further description of the 
cases and results, see "Issues in focus") 
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Energy-related carbon dioxide (C02) emissions grow slowly in the AEO2012 Reference case, due to  a combination of modest 
economic growth, growing use of renewable technologies and fuels, efficiency improvements, slow growth in electricity demand, 
and increased use of natural gas, which is less carbon-intensive than other fossil fuels. In the Reference case, which assumes 
no explicit Federal regulations to limit GHG emissions beyond vehicle GHG standards (although State programs and renewable 
portfolio standards are included), energy-related C02 emissions grow by just over 2 percent from 2010 to 2035, to a total of 5,758 
million metric tons in 2035 (Figure 6) .  C02 emissions in 2020 in the Reference case are more than 9 percent below the 2005 level 
of 5,996 million metric tons, and they still are below the 2005 level at the end of the projection period. Emissions per capita fall 
by an average of 1.0 percent per year from 2005 to 2035. 

Projections for C 0 2  emissions are sensitive to such economic and regulatory factors due to the pervasiveness of fossil fuel use 
in the economy. These linkages result in a range of potential GHG emissions scenarios. In the AE020I2 Low and High Economic 
Growth cases, projections for total primary energy consumption in 2035 are, respectively, 100.0 quadrillion Btu (6.4 percent 
below the Reference case) and 114.4 quadrillion Btu (7.0 percent above the Reference case), and projections for energy-related 
COz emissions in 2035 are 5,356 million metric tons (7.0 percent below the Reference case) and 6,117 million metric tons (6.2 
percent above the Reference case). 
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ergy Outlook 2072 (AEO2012) generally represents current Federal and State legislation and final implementation 
regulations available as of the end of December 2011. The AEO2012 Reference case assumes that current laws and regulations 
affecting the energy sector are largely unchanged throughout the projection period (including the implication that laws that 
include sunset dates do, in fact, become ineffective at the time of those sunset dates) [SI. The potential impacts of proposed 
legislation, regulations, or standards-or of sections of legislation that have been enacted but require funds or implementing 
regulations that have not been provided or specified-are not reflected in the AEO2012 Reference case, but some are considered 
in alternative cases. This section summarizes Federal and State legislation and regulations newly incorporated or updated in 
AE02012 since the completion of the Annual Energy Outlook 2077. 

Examples of recently enacted Federal and State legislation and regulations incorporated in the AEO2072 Reference case include: 
0 New greenhouse gas (GHG) emissions and fuel consumption standards for medium- and heavy-duty engines and vehicles, 

published by the U.S. Environmental Protection Agency (EPA) and the National Highway Transportation Safety Administration 
(NHTSA) in September 2011 [61 

* The Cross-State Air Pollution Rule (CSAPR), as finalized by the EPA in July 2011 [7] 
9 Mercury and Air Toxics Standards (MATS) rule, issued by the EPA in December 2011 [8 ]  

There are many other pieces of legislation and regulation that appear to have some probability of being enacted in the not-too- 
distant future, and some laws include sunset provisions that may be extended. However, i t  is difficult to discern the exact forms 
that the final provisions of pending legislation or regulations will take, and sunset provisions may or may not be extended. Even in 
situations where existing legislation contains provisions to allow revision of implementing regulations, those provisions may not 
be exercised consistently. Many pending provisions are examined in alternative cases included in AEO2Ol2 ar in other analyses 
completed by the U.S. Energy Information Administration (EIA). In addition, a t  the request of the Administration and Congress, 
EIA has regularly examined the potential implications of proposed legislation in Service Reports. Those reports can be found on 
the EIA website at 
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On September 15, 2011, the EPA and NHTSA jointly announced a final rule, called the HD National Program [9 ] ,  which for the 
first time established GHG emissions and fuel consumption standards for on-road heavy-duty trucks with a gross vehicle weight 
rating (GVWR) above 8,500 pounds (Classes 2b  t,hrough 8) [IO] and their engines. TheAEO2012 Reference case incorporates the 
new standards for heavy-duty vehicles (HDVs). 

Due to the tremendous diversity of HDV uses, designs, and power requirements, the HD National Program separates GHG 
and fuel consumption standards into discrete vehicle categories within combination tractors, vocational vehicles, and heavy- 
duty pickups and vans (Table '1). Further, the rule recognizes that reducing GHG emissions and fuel consumption will require 
changes to both the engine and the body of a vehicle (to reduce the amount of work demanded by an engine). The final rule sets 
separate standards for the different engines used in combination tractors and vocational vehicles. AEO2012 represents standard 
compliance among HDV regulatory classifications that represent the discrete vehicle categories set forth in the rule. 

The H D  National Program standards begin for model year (MY) 2014 vehicles and engines and are fully phased in by M Y  2018. 
The EPA, under authority granted by the Clean Air Act, has issued GHG emissions standards that begin with M Y  2014 for all 
engine and body categories. NHTSA, operating under regulatory timelines mandated by the Energy Independence and Securit,y 
Act [Ill, set voluntary fuel consumption standards for M Y  2014 and 2015, with the standards becoming mandatory for M Y  2016 
and beyond, except for diesel engine standards, which become mandatory for M Y  2017 and beyond. Standards reach the most 
stringent levels for combination tractors and vocational vehicles in MY 2017, with subsequent standards then holding constant. 
Heavy-duty pickup and van standards are required to reach the highest level of stringency in M Y  2018. AE02012 includes the HD 

Combination tractors 

Vocational vehicles 

Heavy-duty pickups and vans 

6 u.s 

Combination tractors are semi trucks designed to pull trailers 
Standards are set separately for tractor cabs and their engines 
There are no GHG or fuel consumption standards for trailers. 

Vocational vehicles include a wide range of truck configurations, 
such as delivery, refuse, utility, dump, cement, fire, and tow 
trucks, school buses, and ambulances. The rulemaking defines 
vocational vehicles as all heavy-duty trucks that are not 
combination tractors or heavy-duty pickups or vans. Vocational 
vehicle standards are set separately for chassis and engines 
Pickup trucks and vans are primarily 3/4-ton or 1-ton pickups 
used on construction sites or 12- to 15-person passenger vans. 

Class 7 and 8 
(26,001 pounds and above) 

Class 2b through 8 
(8,501 pounds and above) 

Class 2b and 3 
(8,501 to 14,000 pounds) 
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National Program standards beginning in MY 2014 as set by the GHG emissions portion of the rule, with standards represented by 
vehicle, including both the chassis and engine AEOZOIZ assumes that vehicle chassis and engine manufacturers comply with the 
voluntary portion of the rule covering the fuel consumption standard AEOLOIZ does not model the chassis and engine standards 
separately but allows the use of technologies to meet the HD National Program combined engine and chassis standards 

Although they are not modeled separately in AEOZOIZ, GHG emission and fuel Consumption standards for combination tractors 
are set for the tractor cabs and the engines used in those cabs separately in the HD National Program Combination tractor cab 
standards are subdivided by GVWR (Class 7 or 81, cab type (day or sleeper), and roof type (low, mid, or high) Combination tractor 
engine standards are subdivided into medium heavy-duty diesel (for use in Class 7 tractors) and heavy heavy-duty diesel (for 
use in Class 8 tractors) (Table 2) Each tractor cab and engine combination is required to meet the GHG and fuel consumption 
standards for a given model year, unless they are made up by credits or other program flexibilities. 

Again, although they are not modeled separately in AEOZOIZ, GHG emission and fuel consumption standards far vocational 
vehicles are set separately in the HD National Program for the vehicle chassis and the engines used in the chassis Vocational 
vehicle chassis standards are subdivided in the rule by GVWR (Classes 2b to  5, Classes 6 and 7, and Class 8)  Vocational vehicle 
engine standards are subdivided into light heavy-duty diesel (for use in Classes 2b through 5), medium heavy-duty diesel (for 
use in Classes 6 and 71, heavy heavy-duty diesel (for use in Class 8), and spark-ignited (primarily gasoline) engines (for use in all 
classes) (Table 3) Each vocational vehicle chassis and engine combination is required to  meet the GHG and fuel consumption 
standard for a given model year, unless made up by credits or other program flexibilities. 

Standards for heavy-duty pickups and vans are based on the “work factor‘’-a weighted average of the vehicle‘s payload and 
towing capacity, adjusted for four-wheel drive capability. The standards for heavy-duty pickups and vans are different for diesel 
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Day cab Sleeper cab 
Class 7 Class 8 Class 8 - --- _ _  - ~ _ _ -  _” ~ - - -_ -_ - XI_^-  - - - ~  x--I - -  Roof type 

2014 GHG emissions standards (grams COz per ton-mile) 
Low roof 107 81 68 

Mid roof 

High roof 

119 

124 

88 

92 

76 

75 

2014-2016 voluntary fuel consumption standards _ _ _ - ~ _ ~ ~ -  (gallons per 1,000 ton-miles) 
- 

Low roof 10 5 8 0  6 7  

Mid roof 11 7 8 7  7 4  

High roof 12 2 9 0  7 3  

2017 GHG emissions standards (grams CO, per ton-mile) 
Low roof 104 80 66 

Mid roof 

High roof 

115 

120 

86 

89 

73 

72 

2017 fuel consumption standards (gallons per 1,000 ton-miles) 
Low roof 10 2 7 0  6 5  

Mid roof 11 3 8 4  7 2  

High roof 11 8 8 7  7 1  

Standard 
Light heavy-duty Medium heavy-duty Heavy heavy-duty 

(Classes 2b-5) (Classes 6-71 (Class 8)  

2014 GHG emissions standard 
(grams C02 per ton-mile) 
2016 fuel consumption standard 
(gallons per 1,000 ton-miles) 
2017 GHG emissions standards 
(grams C 0 2  per ton-mile) 
2017 fuel consumption standard 
(gallons per 1,000 ton-miles) 
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EXHIBIT A 

ISCLOSURE CERTIFICATE 
RELATED TO THE 

CONSULTING AND ACES POWER MARKETING LLC 
NON-DISCLOSURE AGREEMENT BETWEEN HAYET POWER SYSTEM 

I hereby certify my understanding that access to Protected Materials is provided to me pursuant 
to the terms and restrictions of the Non-Disclosure Agreement between Hayet Power Systems 
Consulting (“H ayet”) and Alliance for Cooperative Energy Services Power Marketing LLC, 
(“ACES Power Marketing” or “APM”) and for use in the case currently before the Kentucky 
Public Service Commission and captioned as “APPLICATION OF BIG RIVERS ELECTRIC 
CORPORATION FOR APPROVAL OF ITS 2012 ENVIRONMENAL COMPLIANCE PLAN, 
FOR APPROVAL OF ITS AMENDED ENVORONMENTAL COST RECOVERY SURCHARGE 
TARIFF, FOR CERTIFICATES OF PUBLIC CONVENIENCEAND NECESSITY, AND FOR 
AUTHORITY TO ESTABLISH A REGULATORY ACCOUNT, CASE NO. 2012-00063”. 

I certify that I have been given a copy of and have read the Non-Disclosure Agreement, and that 
I agree to be bound by it. I understand that the contents of the Database, Protected Materials, 
any notes or other memoranda, or any other form of information that copies or discloses 
Protected Materials shall not be disclosed to anyone other than in accordance with that Protective 
Agreement, and will be used only for the purposes of this Captioned Case. 

Print and Sign Name Address 
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NON-DISCLOSURE AGREEMENT 

This Non-Disclosure Agreement (“Agreement”) is entered into this - day of June 2012, by and 
between Hayet Power Systems Consulting (“Hayet”) and Alliance for Cooperative Energy 
Services Power Marketing L,LC, (“ACES Power Marketing” or “APM”) (each individually 
referred to as “Party” and collectively as “Parties”). 

RECITALS 

WHEREAS, APM provides, inter alia, certain inodeling services for Big Rivers Electric 
Corporation (“Big Rivers”) through the use of proprietary software licensed to APM by Ventyx; 
and 

WHEREAS, APM has created a confidential and proprietary database within the licensed 
proprietary software which contains information used by APM to prepare certain scenarios for 
use in the Captioned Case (defined below); and 

WHEREAS, Hayet is the consultant for certain Intervenors in the Captioned Case and such 
Intervenors desire that Hayet have access to APM’s confidential and proprietary Database within 
the Ventyx licensed proprietary software which contains information used by APM to prepare 
certain scenarios for use in the Captioned Case by Big Rivers; and 

WHEREAS, APM, pursuant to a request by Big Rivers and pursuant to conditions established by 
APM’s license with Ventyx (the owner of the proprietary software), is willing to provide to 
Hayet the portion of APM’s confidential and proprietary database that pertains to Big Rivers, 
provided that, Hayet agrees to the tenns and conditions expressed herein. 

NOW WHEREFORE, in consideration of the promises and covenants herein and for good and 
valuable consideration, the adequacy and sufficiency of which are hereby acknowledged, the 
Parties intending to be legally bound do hereby agree as follows: 

Section 1. Definitions. 

“Authorized Representative” shall mean a person who has signed the attached Non- 
Disclosure Certificate and who is also a consultant or expert for one of the Intervenors in the 
Captioned Case and is currently licensed to use the Ventyx PaR software. 

“Captioned Case” shall mean the case currently before the Kentucky Public Service 
Coinmission and captioned as “APPL,ICATION OF BIG RIVERS EL,ECTRIC CORPORATION 
FOR APPROVAL OF ITS 2012 ENVIRONMENAL COMPLIANCE PLAN, FOR APPROVAL, OF 
ITS AMENDED ENVORONMENTAL, COST RECOVERY SURCHARGE TARIFF, FOR 
CERTIFICATES OF PUBLIC CONVENIENCEAND NECESSIm, AND FOR AUTHORITY TO 
ESTABLJSH A REGULATORY ACCOUNT, CASE NO. 2012-00063 ”. 
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“Database” shall mean the electronic computer file derived from the Ventyx PaR licensed 
proprietary software that coiitains certain Big Rivers model data parameters used by APM in 
developing scenarios for Big Rivers and used in support of the Captioned Case. 

“Notes of Protected Materials” means memoranda, handwritten notes, or any other fonn 
of infonnation (including electronic infonnation) that copies or discloses Protected Materials. 
Notes of Protected Materials are subject to the same restrictions provided in this Agreement for 
Protected Materials except as specifically provided otherwise in this Agreement. 

“Protected Materials” shall mean the Database arid any other materials provided to Hayet 
by APM pursuant to the tenns of this Agreement. 

Section 2. Use of tlie Database and Protected Materials. This Agreement shall govern the use of 
the Database provided to Hayet by APM. The Database shall be used exclusively by Hayet for 
work directly related to the captioned Case. The Database shall be installed on and accessible 
through the computer containing Hayet’s licensed Ventyx software. Protected Materials shall be 
made available under the tenns of this Agreement to Hayet solely for its use in the Captioned 
Case and any appeals from the Captioned Case, and may not be used by Hayet for any 
commercial, business, or other purpose whatsoever. 

Section 3. Duration of Use. Protected Materials shall remain available to Hayet until the 
sooner of: (a) an order terminating this proceeding becomes no longer subject to judicial review, 
or (b) the termination of Hayet’s license with Ventyx. If requested to do so in writing after that 
date, Hayet shall, within fifteen days of such request, return the Protected Materials (excluding 
Notes of Protected Materials) to APM, or shall destroy the materials, except that copies of 
filings, official transcripts and exhibits in this proceeding that contain Protected Materials and 
Notes of Protected Materials may be retained, if they are maintained in accordance with this 
Agreement. Within such time period, Hayet, if requested to do so, shall also submit to APM an 
affidavit stating that, to the best of its knowledge, all Protected Materials and all Notes of 
Protected Materials have been returned or have been destroyed or will be maintained in 
accordance with this Agreement. To the extent Protected Materials are not retunied or 
destroyed, they shall remain subject to this Agreement. 

Section 4. Non-Disclosure Certificate. Each Authorized Representative shall execute a Non- 
Disclosure Certificate in the form of the attached Exhibit A certifying their understanding and 
agreement with tlie tenns of this Agreement. A copy of each Non-Disclosure Certificate shall be 
provided to APM prior to disclosure of any Protected Materials to an Authorized Representative. 

Section 5. Protection of Materials. All Protected Materials shall be maintained by Hayet in a 
secure place. Access to those materials shall be limited to Authorized Representatives. 
Protected Materials shall be treated as confidential by Hayet and the Authorized Representatives. 
Protected Materials shall not be used except as necessary for the conduct of this Proceeding, nor 
shall they be disclosed in any manner to any person except an Authorized Representative who is 
engaged in the conduct of this Proceeding and who needs to know the information in order to 
carry out that person’s responsibilities in this Proceeding. Authorized Representative may make 
notes of Protected Materials, which shall be treated as Notes of Protected Materials if they 
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disclose the contents of Protected Materials. Authorized Representatives may not use 
information contained in any Protected Materials obtained through this Proceeding to give Hayet 
or any competitor or potential competitor of APM a cornmercial advantage or otheiwise 
economically disadvantage APM based on disclosure of the Protected Materials. 
In the event, APM inadvertently provides confidential infonnation unrelated to the Captioned 
Case, or otherwise fails to designate materials other than the Database as Protected Materials at 
the time they are provided to Hayet, APM shall notify Hayet promptly upon discovery of the 
inadvertent disclosure. Hayet agrees that such inadvertent disclosure does not waive the 
confidentiality or protection afforded the infonnation, and agrees to: (a) immediately return the 
privileged information; and (b) to protect the confidential materials as Protected Materials, and to 
not use any information derived from such inadvertent disclosure in a manner inconsistent with 
the preservation of the confidential nature of the materials. 

Section 6. Disclosure. Any Authorized Representative may disclose Protected Materials to 
any other Authorized Representative as long as the disclosing Authorized Representative and the 
receiving Authorized Representative have both executed a Non-Disclosure Certificate. In the 
event that any Authorized Representative to wliom the Protected Materials are disclosed ceases 
to be engaged in the Captioned Case, access to Protected Materials by that person shall be 
terminated. Even if no longer engaged in this Captioned Case, every person who has executed a 
Non-Disclosure Certificate shall continue to be bound by the provisions of this Agreement and 
the Non-Disclosure Certificate. No other disclosure shall be pennitted. Hayet shall take all 
reasonable precautions necessary to assure that Protected Materials are not distributed to 
unauthorized persons. 

Section 7. Nature of Information. Hayet hereby accepts the representations of APM that the 
Database is of a special, unique, unusual, extraordinary, and/or intellectual character and that the 
Parties further accept that the Database is an APM trade secret that is not available to the public, 
and that, if disclosed, would subject APM to risk of competitive disadvantage or other business 
injury.APM may be irreparably injured by disclosure of the Database. APM and Hayet 
acknowledge and agree that money damages would not be a sufficient remedy for any breach of 
this Agreement, and that in addition to all other remedies, a Party shall be entitled to specific 
performance and injunctive or other equitable relief as a remedy for any such breach, and the 
Parties agree to waive any requirement for the securing or posting of any bond in connection 
with such remedy. 

Section 8. Survival of Obligations. The obligations and commitments established by this 
Agreement shall remain in full force and effect for a period of two (2) years from the conclusion 
of any right to appeal the proceedings in the Captioned Case. 

Section 9. Governing Law. The validity and interpretation of this Agreement and the legal 
relations of the Parties to it shall be governed by the laws of the State of Indiana. In the event 
that a court of competent jurisdiction determines that any portion of this Agreement is 
unreasonable because of its tenn or scope, or for any other reason, the Parties agree that such 
court may reform such provision so that it is reasonable under the circumstances and that such 
provision, as reformed, shall be enforceable. The Parties further agree that service of any 
process, summons, notice or document by U.S. certified or registered mail to the Parties' 



respective executive offices will be effective service of process for any action, suit, or 
proceeding brought in any such court. 

Section 10. Miscellaneous Provisions. 

(a) Neither party shall assign this Agreement without the prior written approval of the 
other party. Nothing in this Agreement, express or implied, is intended or shall be construed to 
confer upon any person or entity other than the parties hereto any right, remedy or claim under or 
by reason of this Agreement. 

(b) This Agreement sets forth the entire agreement between the parties as to the 
subject matter of this Agreement and supersedes all prior agreements, commitments, 
representations, writings and discussions between them, whether written or oral, with respect to 
the subject matter hereof. Except as otherwise expressly provided in this Agreement, this 
Agreement rnay not be amended or terminated except in writing and signed by a duly authorized 
representative of the Party to be bound thereby. 

(c) If any provision of this Agreement or its application to any person or 
circumstance is adjudged invalid or unenforceable by any court of competent jurisdiction, then 
the remainder of this Agreement or the application of such provision to other persons or 
circumstances shall riot be affected thereby. 

(d) No delay or failure to exercise any right under this Agreement shall operate as a 
continuing or permanent waiver of such right or preclude the further exercise of that right or any 
other riglit. This Agreement shall be binding on the parties and their successors, heirs, affiliates, 
and assigns. This Agreement may be executed in any nurnber of counterparts, and each such 
counterpart shall be deemed an original instrument. 

IN WITNESS WHEREOF, the parties have caused this Agreement to be executed and 
delivered by their respective duly authorized officers as of the date first written above. 

ALLIANCE FOR COOPERATIVE 
ENERGY SERVICES POWER CONSULTING 
MARKETING LLC 

HAYET POWER SYSTEMS 

By: By: 

Name: Name: 

Title: Title: 

4 



KWalton 

@JMicrosoft Word - N 
00811 7/1 

etween Hayet and A 



NON-DISCLOSURE AGREEMENT 

This Non-Disclosure Agreement (“Agreement”) is entered into this ~ day of June 2012, by and 
between Hayet Power Systems Consrilting (“Hayet”) and Alliance for Cooperative Energy 
Services Power Marketing LLC, (“ACES Power Marketing” or “APM”) (each individually 
referred to as “Party” and collectively as “Parties”). 

RECITALS 

WHEREAS, APM provides, inter alia, certain modeling services for Big Rivers Electric 
Corporation (“Big Rivers”) through the use of proprietary software licensed to APM by Ventyx; 
and 

WHEREAS, APM has created a confidential and proprietary database within the licensed 
proprietary software which contains infonnation used by APM to prepare certain scenarios for 
use in the Captioned Case (defined below); and 

WHEREAS, Hayet is the consultant for certain Interveners in the Captioned Case and such 
Interveners desire that Hayet have access to APM’s confidential and proprietary Database within 
the Ventyx licensed Proprietary software which contains information used by APM to prepare 
certain scenarios for use in the Captioned Case by Big Rivers; and 

WHEREAS, APM, pursuant to a request by Big Rivers and pursuant to conditions established by 
APM’s license with Ventyx, the owner of the proprietary software, is willing to provide to Hayet 
the portion of APM’s confidential and proprietary database that pertains to Big Rivers, provided 
that, Hayet agrees to the tenns and conditions expressed herein. 

NOW WHEREFORE, in consideration of the promises and covenants herein and for good and 
valuable consideration, the adequacy and sufficiency of which are hereby acknowledged, the 
Parties intending to be legally bound do hereby agree as follows: 

Section 1. Definitions: 

“Authorized Representative” shall mean a person who has signed the attached Non- 
Disclosure Certificate and who is also a consultant or expert for one of the Interveners in the 
Captioned Case and is currently licensed to use the Ventyx PaR software. 

“Captioned Case” shall mean the case currently before the Kentucky Public Service 
Cornrnission under Case No. 201 1-00401 and captioned as “In the Matter o j  Application of 
Kentucky Power. Company For Approval Of Its 201 1 Environmental Compliance Plan, For 
Approval OfIts Amended Environmental Cost Recoveiy Surcharge Tar$ And For the Grant Of 
A Certificate Of Public Convenience And Necessity For The Construction And Acquisition Of 
Related Facilities ”. 
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“Database” shall mean the electronic computer file derived from the Ventyx PaR licensed 
proprietary software that contains certain Big Rivers model data parameters used by APM in 
developing scenarios for Big Rivers and used in support of the Captioned Case. 

“Notes of Protected Materials” ineaiis memoranda, handwritten notes, or any other form 
of information (including electronic information) that copies or discloses Protected Materials. 
Notes of Protected Materials are subject to the same restrictions provided in this Agreement for 
Protected Materials except as specifically provided otherwise in this Agreement. 

“Protected Materials” shall mean the Database provided to Hayet by APM. 

Section 2. Use of the Database and Protected Materials. This Agreement shall govern the use of 
the Database provided to Hayet by APM. The Database shall be used exclusively by Hayet for 
work directly related to the Captioned Case. The Database shall be installed on and accessible 
through one (1) computer. Protected Materials shall be made available under the tenns of this 
Agreement to Hayet solely for its use in the Captioned Case and any appeals fiorn the Captioned 
Case, and inay not be used by Hayet for any commercial, business, or other purpose whatsoever. 

Section 3 .  Duration of Use. Protected Materials shall remain available to Hayet until an 
order terminating this proceeding becomes no longer subject to judicial review. If requested to 
do so in writing after that date, Hayet shall, within fifteen days of such request, return the 
Protected Materials (excluding Notes of Protected Materials) to APM, or shall destroy the 
materials, except that copies of filings, official transcripts and exhibits in this proceeding that 
contain Protected Materials and Notes of Protected Materials may be retained, if they are 
maintained in accordance with this Agreement. Within such time period, Hayet, if requested to 
do so, shall also submit to APM an affidavit stating that, to the best of its knowledge, all 
Protected Materials and all Notes of Protected Materials have been returned or have been 
destroyed or will be maintained in accordance with Paragraph 7 below. To the extent Protected 
Materials are not returned or destroyed, they shall remain subject to this Agreement. 

Section 4. Protection of Materials. All Protected Materials shall be maintained by Hayet in a 
secure place. Access to those materials shall be limited to Authorized Representatives. 
Protected Materials shall be treated as confidential by Hayet and the Authorized Representatives 
in accordance with the certificate executed pursuant to this Paragraph. Protected Materials shall 
not be used except as necessary for the conduct of this Proceeding, nor shall they be disclosed in 
any manner to any person except an Authorized Representative who is engaged in the conduct of 
this Proceeding and who needs to know the information in order to carry out that person’s 
responsibilities in this Proceeding. Authorized Representative may make notes of Protected 
Materials, which shall be treated as Notes of Protected Materials if they disclose the contents of 
Protected Materials. Authorized Representatives may not use information contained in any 
Protected Materials obtained through this Proceeding to give Hayet or any competitor or 
potential competitor of Kentucky Power a commercial advantage or otherwise economically 
disadvantage Kentucky Power based on disclosure of the Protected Materials. 

Section 5.  Access to Protected Materials. An Authorized Representative shall not be 
permitted t.o inspect, participate in discussion regarding, or otherwise be permitted access to 
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Protected Materials unless that Authorized Representative has first executed the attached Non- 
Disclosure Certificate, provided that if an attorney qualified as an Authorized Representative has 
executed such a certificate, the paralegals, secretarial and clerical personnel under the attorney’s 
instruction, supervision or control need not do so. Attorneys qualified as Authorized 
Representatives are responsible for ensuring that persons under their supervision or control 
comply with this order. A copy of each Non-Disclosure Certificate shall be provided to 
Kentucky Power prior to disclosure of any Protected Materials to an Authorized Representative. 

Section 6. Disclosure. Any Authorized Representative may disclose Protected Materials to 
any other Authorized Representative as long as the disclosing Authorized Representative and the 
receiving Authorized Representative have both executed a Non-Disclosure Certificate. In the 
event that any Authorized Representative to whom the Protected Materials are disclosed ceases 
to be engaged in these proceedings, access to Protected Materials by that person shall be 
tenninated. Even if no longer engaged in this Proceeding, every person who has executed a 
Non-Disclosure Certificate shall continue to be bound by the provisions of this Agreement and 
the Non-Disclosure Certificate. No other disclosure shall be permitted. Hayet shall take all 
reasonable precautions necessary to assure that Protected Materials are not distributed to 
unauthorized persons. If the Hayet is requested or required by oral questions, interrogatories, 
requests for infonnation or documents, subpoena, civil investigative demand, regulatory 
proceeding or similar legal or other administrative or regulatory process to disclose any 
Protected Materials supplied to Hayet by the APM, then Hayet shall provide APM with prompt 
notice of such request(s) so that APM may seek a protective order or other appropriate remedy 
and/or waive compliance with the tenns of this Agreement. 

Section 7 .  Nature of Infonnation. Hayet hereby accepts the representations of APM that the 
Database is of a special, unique, unusual, extraordinary, and/or intellectual character and that the 
Parties further accept that the Database is an APM trade secret that is not available to the public, 
and that, if disclosed, would subject APM to risk of competitive disadvantage or other business 
injury.APM may be irreparably injured by disclosure of the Database. APM and Hayet 
acknowledge and agree that money damages would not be a sufficient remedy for any breach of 
this Agreement, and that in addition to all other remedies, a Party shall be entitled to specific 
perfonnance and injunctive or other equitable relief as a remedy for any such breach, and the 
Parties agree to waive any requirement for the securing or posting of any bond in connection 
with such remedy. 

Section 8. Survival of Obligations. The obligations and commitrnents established by this 
Agreement shall remain in full force and effect for a period of two (2) years firom the conclusion 
of any right to appeal the proceedings in the Captioned Case. 

Section 9. Governing Law. The validity and interpretation of this Agreement and the legal 
relations of the Parties to it shall be governed by the laws of the State of Indiana. In the event 
that a court of competent jurisdiction determines that any portion of this Agreement is 
unreasonable because of its term or scope, or for any other reason, the Parties agree that such 
court may refonri such provision so that it is reasonable under the circumstances and that such 
provision, as reformed, shall be enforceable. The Parties further agree that service of any 
process, summons, notice or document by 1J.S. certified or registered mail to the Parties’ 



respective executive offices will be effective service of process for any action, suit, or 
proceeding brought in any such court. 

Section 10. Miscellaneous Provisions. 

(a) Neither party shall assign this Agreement without the prior written approval of the 
other party. Nothing in this Agreement, express or implied, is intended or shall be construed to 
confer upon any person or entity other than the parties hereto any right, remedy or claim under or 
by reason of this Agreement. 

(b) This Agreement sets forth the entire agreement between the parties as to the 
subject matter of this Agreement and supersedes all prior agreements, commitments, 
representations, writings and discussions between thern, whether written or oral, with respect to 
the subject matter hereof. Except as otherwise expressly provided in this Agreement, this 
Agreement may not be amended or terminated except in writing and signed by a duly authorized 
representative of the Party to be bound thereby. 

(c) If any provision of this Agreement or its application to any person or 
circumstance is adjudged invalid or unenforceable by any couit of competent jurisdiction, then 
the remainder of this Agreement or the application of such provision to other persons or 
circumstances shall not be affected thereby. 

(d) No delay or failure to exercise any right under this Agreement shall operate as a 
continuing or permanent waiver of such right or preclude the further exercise of that right or any 
other right. This Agreement shall be binding on the parties and their successors, heirs, affiliates, 
and assigns. This Agreement may be executed in any number of counterparts, and each such 
counterpart shall be deemed an original instrument. 

IN WITNESS WHEREOF, the parties have caused this Agreement to be executed and 
delivered by their respective duly authorized officers as of the date first written above. 

ALLIANCE FOR COOPERATIVE 

MARKETING LLC 

HAYET POWER SYSTEMS 
ENERGY SERVICES POWER CONSULTING 

By : By : 

Name: Name: 

Title: Title: 
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COMMONWEALTH OF KENTUCKY 
BEFORE THE PUBLIC SERVICE COMMISSION 

IN THE MATTER OF THE: 

APPLICATION OF BIG RIVERS ELECTRIC 
CORPORATION FOR APPROVAL OF ITS 
2012 ENVIRONMENTAL COMPLIANCE 
PLAN, FOR APPROVAL OF ITS AMENDED 
ENVIRONMENTAL COST RECOVERY 
SURCJX4RGE TARIFF, FOR CERTIFICATES 
OF PUBLIC CONVENIENCE AND 
NECESSITY, AND FOR AUTHORITY TO 
ESTABLISH A REGULATORY ACCOUNT 

1 CASE NO. 2012-00063 
) 
) 
1 
1 
) 
1 
1 
1 

MOTION TO STAY PROCEDURAL SCHEDULE 

Kentucky Industrial Utility Customers, Inc. (“I<IUC”), Ben Taylor and Sierra Club and 

the Attorney General (collectively, “Intervenors”) hereby move the Kentucky Public Service 

Coinmission (“Commission”) to enter an Order staying the procedural schedule in this docket 

until such time that Big Rivers Electric Corporation (“Big Rivers”) provides a full response to 

the Intervenors: initial sets of information requests. Specifically, Intervenors move that all 

supplemental requests for information to Big Rivers be due twelve days after Big Rivers has 

completed its responses to initial data requests. All subsequent dates in the procedural schedule 

should be rescheduled accordingly. This request i s z e s s i t a l e d  by the fact that Big Rivers has 

failcd to providc tlic ciatabasc used in thc production cost modelin:! that the company ~rscci to 

m o r t  its apdication. aiicl that some of the files produced by Big Rivers in response@ 

discovery from KIUC ivere corrupted. Whilc Iiitervenors are attcmptinr) to cximlitiouslv rcsolve 

these matters with Big Rivers. these iiitltterg will not be resolved in time to ptovicle Interyenors 

with a fair oppoi-hinity to submit supplcinentarv clata rcclucsts unlcss a stay is ,p-anted. 



MEMORANDUM IN SUPPORT 

The procedural schedule set forth in the Commission’s April 30, 2012 Order provides 

that Big Rivers shall file responses to initial requests for information no later than June 1, 2012. 

The Commission’s Order gives Intervenors twelve days after receiving Big Rivers’ responses to 

their initial information requests before the second set of information requests to Big Rivers are 

due on June 13, 2012. Unfortunately, Big Rivers failed to provide complete responses to the 

Intervenors initial requests on June 1, and has not provided full responses as of this filing. 

As set forth in the Intervenors’ Joint Motion to Compel filed on June 6, 2012, the 

Intervenors seek production of the database and input files that ACES developed and fed into 

the production cost modeling upon which Big Rivers’ April 2, 2012 Application is based. The 

Coinmission should not proceed to determine whether Big Rivers’ Application is reasonable and 

cost-effective without an examination of the accuracy of the modeling results that form the basis 

for Big Rivers’ Application for an Environmental Cost Recovery Surcharge Tariff. The database 

and input files were not provided as part of Big Rivers’ responses to initial information requests 

on June 1, 2012. Since June 1, 2012 Intervenors have diligently tried to obtain this infomation 

from Big Rivers through both informal coinmunications and through the Joint Motion to Compel 

filed on June 6, 2012. Big Rivers’ Response to the Joint Motion to Compel sets out a proposed 

course of action for ICKK”a&the Intervenors to obtain this information, but there are several 

conditions that need to be worked out between Big Rivers and 4G€?$&Intervenors before that 

process can move forward (See Big Rivers’ Response pp. 5-6). Additionally, Big Rivers’ 

proposed plan to provide the requested information is to “strip down” the ACES database of 



non-Big Rivers data before it is provided to the Intervenors and to have the Intervenors pay the 

cost of this process.’ (Big Rivers’ Response p. 6). If Big RiverdACES had not used a database 

that contains non-Big Rivers information there would be no need for the time-consuming step of 

purging this information froin the database prior to providing it to the Intervenors. 

KIUC has also discovered that there are several files in the CDs provided by Big Rivers 

in response to KIUC’s First Set of Data Requests that are missing and/or corrupted. KIUC is 

working informally with Big Rivers to rectify this problem. However, it is unlikely that correct 

and valid files will be provided prior to June 13,2012. 

In sum, it is clear froin Big Rivers’ Response to the Joint Motion to Compel that 

obtaining the requested information will require a process of undetermined duration and will 

certainly not be concluded by June 13, 2012 when supplemental information requests are due. 

Intervenors should not be required to submit supplemental information requests before they have 

received a response to their initial information requests when the delay in providing a complete 

response is due to factors in Big Rivers control and was not the fault of the Intervenors. To do so 

would greatly prejudice the Intervenors and would contravene the intent of the Coinmission’s 

April 30, 2012 Order which contemplates that the Intervenors be afforded the opportunity to 

examine Big Rivers’ responses to initial data responses prior to submitting supplemental 

responses. 

The Intervenors intend to file a Reply to Big Rivers’ Response to the Joint Motion to Compel that will, 
among other things, dispute Big Rivers’ proposal that an Intervenor must pay the costs of “stripping 
down” the database of non-Big Rivers data. 
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WHEREFORE, Intervenors respectfully request that the Coinrnission enter ai1 Order 

staying the procedural schedule in this docket until such time that Big Rivers provides a full 

response to the Intervenors initial set of information requests. The Intervenors request that all 

supplemental requests for information to Big Rivers be due twelve days after Big Rivers has 

completed its responses to initial data requests and that all subsequent due dates in the procedural 

schedule should be postponed by the same number of days. 
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COMMONWEALTH OF Kl3NTIJCKY 
BEFORE THE PUBLIC SERVICE COMMISSION 

IN THF, MATTER OF THE: 

APPLICATION OF BIG RIVERS ELECTRIC 
CORPORATION FOR APPROVAL OF ITS 
2012 ENVIRONMENTAL COMPLIANCE 
PLAN, FOR APPROVAL OF ITS AMENDED 
ENVIRONMENTAL COST RECOVERY 
SURCHARGE TARIFF, FOR CERTIFICATES 
OF PUBLIC CONVENIENCE AND 
NECESSITY, AND FOR AUTHORITY TO 
ESTABLISH A REGULATORY ACCOUNT 

1 CASE NO. 2012-00063 
1 
) 
1 
1 
1 
1 
) 
1 

MOTION TO STAY PROCEDURAL SCHEDULE 

Kentucky Industrial Utility Customers, Inc. (“IWJC”), Ben Taylor and Sierra Club and 

the Attorney General (collectively, “Intervenors”) hereby move the Kentucky Public Service 

Cornmission (“Conmission”) to enter an Order staying the procedural schedule in this docket 

until such time that Big Rivers Electric Corporation (“Big Rivers”) provides a fiill response to 

the Intervenors initial set of information requests. Specifically, Intervenors move that all 

supplemental requests for information to Big Rivers be due twelve days after Big Rivers has 

completed its responses to initial data requests. All subsequent dates in the procedural schedule 

should be rescheduled accordingly. 

MEMORANDUM IN SUPPORT 

The procedural schedule set forth in the Cornrnission’s April 30, 2012 Order provides 

that Big Rivers shall file responses to initial requests for information no later than June 1, 2012. 



The Coinmission’s Order gives Intervenors twelve days after receiving Big Rivers’ responses to 

their initial information requests before the second set of information requests to Big Rivers are 

due on June 13, 2012. Unfortunately, Big Rivers failed to provide complete responses to the 

Intervenors initial requests on June 1, and has not provided full responses as of this filing. 

As set forth in the Intervenors’ Joint Motion to Compel filed on June 6, 2012, the 

Intervenors seek production of the database and input files that ACES developed and fed into 

the production cost modeling upon which Big Rivers’ April 2, 2012 Application is based. The 

Commission should not proceed to determine whether Big Rivers’ Application is reasonable and 

cost-effective without an examination of the accuracy of the modeling results that form the basis 

for Big Rivers’ Application for an Environrnental Cost Recovery Surcharge Tariff. The database 

and input files were not provided as part of Big Rivers’ responses to initial information requests 

on June 1, 2012. Since June 1, 2012 Intervenors have diligeiitIy tried to obtain this information 

from Big Rivers through both informal communications and through the Joint Motion to Compel 

filed on June 6, 2012. Big Rivers’ Response to the Joint Motion to Compel sets out a proposed 

course of action for KITJC and the Intervenors to obtain this information, but there are several 

conditions that need to be worked out between Big Rivers and KIUC before that process can 

move forward (See Big Rivers’ Response pp. 5-6). Additionally, Big Rivers’ proposed plan to 

provide the requested information is to “strip down” the ACES database of non-Big Rivers data 

before it is provided to the Intervenors and to have the Intervenors pay the cost of this process.’ 

(Big Rivers’ Response p. 6). If Big Rivers/ACES had not used a database that contains non-Big 

The Intervenors intend to file a Reply to Big Rivers’ Response to the Joint Motion to Compel that will, 
among other things, dispute Big Rivers’ proposal that an Intervenor must pay the costs of “stripping 
down” the database of non-Big Rivers data. 
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Rivers information there would be no need for the time-consuming step of purging this 

information from the database prior to providing it to the Intervenors. 

ICIUC has also discovered that there are several files in the CDs provided by Big Rivers 

in response to KIUC’s First Set of Data Requests that are missing and/or corrupted. KlUC is 

working informally with Big Rivers to rectify this problem. However, it is unlikely that correct 

and valid files will be provided prior to June 13,2012. 

In sum, it is clear from Big Rivers’ Response to the Joint Motion to Compel that 

obtaining the requested inforination will require a process of undetennined duration and will 

certainly not be concluded by June 13, 2012 when supplemental information requests are due. 

Intervenors should not be required to submit Supplemental infomation requests before they have 

received a response to their initial information requests when the delay in providing a complete 

response is due to factors in Big Rivers control and was not the fault of the Intervenors. To do so 

would greatly prejudice the Intervenors and would contravene the intent of the Commission’s 

April 30, 2012 Order which contemplates that the Intervenors be afforded the opportunity to 

examine Big Rivers’ responses to initial data responses prior to submitting supplemental 

responses. 

WHEREFORE, Intervenors respectfully request that the Comnission enter an Order 

staying the procedural schedule in this docket until such time that Big Rivers provides a full 

response to the Intervenors initial set of information requests. The Intervenors request that all 

supplemental requests for information to Big Rivers be due twelve days after Big Rivers has 



completed its responses to initial data requests and that all subsequent due dates in the procedural 

schedule should be postponed by the same riuinber of days. 
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MEMORANDUM 

To: Michael Early, Esq. 
Donald P. Seberger, Esq. 
Jeremy Jenkins 

copy: David R. Brown, Esq. 

From: Michael L.. Kurtz, Esq. 
Boehm, Kurtz & Lowry 

Re: Big Rivers Negotiations 

.__I.. Date: July 2, 2012 

This Memorandum responds to your request that I provide you with my advice 

concerning certain aspects of the ongoing discussions between and among Big Rivers Electric 

Corporation (“Big Rivers”), Century Aluminum Kentucky LLC (“Century Aluminum”), and Alcan 

Primary Products Corporation, a wholly-owned affiliate of Rio Tinto Alcan Inc. (“Rio Tinto 

Alcan”). This Memorandum recognizes that I am covered by the Confidentiality Agreements 

signed by Big Rivers and each of the Smelters respecting these ongoing discussions. 

You have advised me that Big Rivers, in a rate proposal to Century Aluminum and Rio 

Tinto Alcan (the “Smelters”) and in discussions with the Smelters and representatives of the 

Governor’s Office and the Economic Development Cabinet (the “Cabinet”), made certain 

statements regarding the jurisdiction of the Kentucky Public Service Commission (the 

“Commission”) and certain “reserves” that were established or approved by the Commission in 

the 2009 Unwind Order. Specifically, in a letter dated June 25, 2012, to the Smelters, Mr. 

Bailey stated that Big Rivers’ proposal, which would eliminate the subsidy paid by the Smelters 

and the non-cost-based contract charges, is as far as Big Rivers could legally go and it does 
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not have the ability to provide any further rate relief. In a conversation with Century’s 

representatives on June 25, 2012, the Governor’s staff attributed to Big Rivers the assertion i 

that the Commission has no authority to grant any rate relief beyond that which Big Rivers has 

offered. Further, in an email to Smelter representatives from Holland Spade of the Cabinet 

dated June 27, 2012, she also attributes to Big Rivers the view that certain reserve funds could 

not be reallocated to reduce a rate increase to other customers to offset reduced revenues 

from the Smelters because ”other use of those two reserve funds would absolutely create an 

unmet obligation to those for whom the reserves were intended.” We believe that neither of 

these contentions is consistent with Kentucky law. 

1. The Commission Has Broad Ratemaking Authority To Ensure That Rates Are Fair, 
Just And Reasonable. 

Contrary to t h e  assertions of Big Rivers that there are legal prohibitions that restrict the 

authority of the Commission to set different Smelter rates, the Supreme Court of Kentucky 

recently affirmed the Commission’s plenary authority to ensure that rates are fair, just and 

reasonable. 

“The broad role of the PSC in regulating and investigating utilities to ensure that 
utilities comply with state law is set forth in KHS 278.040 ... Because utilities are 
allowed to charge consumers only ‘fair, just, and reasonable rates’ under KRS 
278.030(1), the PSC must ensure that utility rates are faair, just, and reasonable to 
discharge ifs duty under KRS 278.040 to ensure that utilities comply with state 
law. 

*** 

In sum, we agree with the view that the PSC had the plenary authority to regulate 
and investigate utilities and to ensure that rates charged are fair, just, and 
reasonable under KRS 278.030 and KRS 278.040. 

*** 

We conclude that. because the statutes generally recognize a duty to establish 
‘fair, just, and reasonable’ rates without necessarily requiring a particular 
procedure to deal wifh isolated ratemaking issues, the Hope doctrine that yit is] 
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fhe result reached rather than the mefhod employed which is controlling’ 
[footnote omitted] is applicable. ” Kentucky Public Service Com’n v. Com. ex rei. 
Conway, Supreme Court of Ky., 324 S.W. 3d 373 (2010). 

In the rehearing phase of the pending Big Rivers rate case, the Commission has made 

clear its plenary authority over the rates charged by Big Rivers. 

“If is clear from the Court’s March 8, 2012 Order that both KIUC and Sig Rivers 
have disputes over the Rate Order, and that fhe Commission is the agency with 
jurisdiction over all of fhe rate matters in dispute. Pursuant to KRS 278.040(2) 
and KRS 279.210(1), She Commission has exclusive jurisdiction over the rates 
of Sig Rivers. In addition, KRS 278.260(1) empowers fhe Commission with 
original jurisdiction over complaints as to fhe rates of Big Rivers, and the 
Commission can make such invesfigafion of those rates as it deems necessary 
or convenient, either upon a complaint in wrifing or on its own motion. FrJtther, 
pursuant to KRS 278.390, the Rate Order continues in force until revoked or 
modified by the Commission, unless the Order is suspended or vacated in whole 
or in part by order or decree of a court of competent jurisdiction, while, under 
KRS 278.270, fhe Commission is authorized to prescribe a just and reasonable 
rate to be charged prospectively after conducfing an invesfigation under KRS 
278.260(1). 

These statutes grant the Commission plenary authority to expand the scope of 
our investigation in this rehearing to include the dispufed issues raised at the 
Franklin Case No. 2011-00036 Circuit Court by KIUC, now that all of the Court 
actions have been remanded to the Commission. We find that, on our own 
motion, a full and thorough investigation should be conducted of all the disputed 
rate issues in one forum at the same time, and that this will result in 
administrative efficiencies, conserve fhe scarce resources of ail the parties and 
the Commission, and lead to an expedifed resolution of the dispufed issues and 
the correction o f  actual errors, if any.” In Application of Big Rivers Electric 
Corporation for a General Adjustment in Rates, Case No. 201 1-00036, April 12, 
2012 Order at 3. 

The fact that the Smelters operate under Commission approved special contracts in no 

way diminishes the Commission’s plenary authority. The Smelter contracts are “rates” under 

KRS 278.010(12). The Commission has firmly held that special rate contracts will be treated 

no differently than tariffs of general applicability. 

“The Commission is not persuaded by NAS’s legal arguments that the issue of 
rate refroactivity should be decided on the basis of contract law, rather than 



under the provisions of KRS Chapter 278. Neither fhe statutes nor legal 
precedent cited by NAS supports a finding that special contracts can be treated 
differently from generally available rate tariffs. KRS Chapfer 278 sets forth a 
comprehensive scheme for the regulation of utilities. More specifically, KRS 
278.040(1) provides that, ‘The Public Service Commission shall regulate utilifies 
and enforce the provisions of this chapter,’ and KRS 278.040(2) provides thaf, 
‘The commission shall have exclusive jurisdiction over the regulation of rates and 
service of utihties ....’ In Board of Education of Jefferson County. Kentucky v. 
- Dohrman. 620 S. W.26 328 (Ky. App. 1981), a ufilify customer receiving service 
under a special contract claimed fhaf its rates could only be changed in 
accordance with the terms of its special confracf. The Court, citing the 
Commission’s exclusive jurisdiction to regulate rates under KRS 278.040(2), 
rejected the customer’s claim, declaring fhai; ‘Strictly speaking, the Commission 
had fhe right and dufy to regulate rates and services, no matter what a contracf 
provided. ’‘I In Kentucky Utilities Companv Revised Special Contract with North 
American Stainless, kp,. Case No. 2003-00137, October 19, 2005 Order at 7 .  

Finally, in a 1990 Court of Appeals case involving approval of the electric rate for 

National Southwire (the predecessor owner of the Century facility) that fluctuated with the 

world-wide price of aluminum, the court ruled: “Kentucky law generally holds utility contracts 

are subject to rate changes ordered by the PSC, no matter what the contracts provide.” 

National-Southwjre v. Big Rivers Elec., Ky. App., 785 S.W. 3d 503, 517. 

I 

These precedents establish the legal principle that if the Commission concludes based upon j 

! 
i sufficient record evidence that the current Smelter rates are no longer fair, just and reasonable 

and that lower rates are necessary in order to keep the Smelters viable and therefore protect 

the Kentucky economy and the interests of other ratepayers, those new lower rates would be 

sustained. This is true regardless of what the Smelter contracts provide. We believe that such 

a record can be established to the satisfaction of the Commission. 

If such new lower Smelter rates were below Big Rivers’ cost-of-service, then, depending 

on the particular facts and circumstances, such rates would not be unduly preferential under 

KRS 278.260. When a new steel company located in Kentucky, the Commission approved 

4 



rates for it at the utility’s out-of-pocket variable cost of production plus ten percent. The 

Commission has approved market pricing for up to ten industrial customers in an experimental 
I 

tariff, even when market pricing was below the utility’s cost-of-service. For many years the 

Smelters paid electric rates that changed based upon the world-wide price of aluminum. These 

examples point out the rate flexibility the Legislature has conferred upon the Commission to 

address unique situations. 

2. There Is No Legal Prohibition Awainst Using Reserve Funds To Facilitate A Short 
Term Solution. 

The Economic Reserve (“ER”), which currently stands at approximately $94 million, was 

carved out of cash received by Big Rivers from the E.ON Entities at the Unwind closing. The 

Unwind Order does not contain an ordering paragraph relating to the ER, only a commitment in 

the Appendix to the Order requiring Big Rivers to fund the ER at no less than $157 million. 

The Member Rate Stability Mechanism (MRSM) is the tariff vehicle that distributes the ER to 

the non-Smelter customers to mitigate increased rates due to fuel, environmental and other 

cost increases. 

The Rural Economic Reserve Fund (“RER”) which now contains approximately $64 

million was not negotiated by Big Rivers as part of the Unwind. Instead, it was ordered by the 

Commission from the E.ON Entities as a condition of approving the Unwind. Case No. 2007- 

00455 at page 25. In this sense it was an unsolicited benefit afforded by the Commission to the 

residential and commercial customers of Big Rivers. As set forth in the Unwind Order, the RER 

was originally to be used over a 24 month period upon the expiration of the Economic Reserve 

Fund. However, in the 2011 rate case, Big Rivers proposed, and the Commission approved, a 

change in the MRSM as to how the RER is to be used: RER funds would be distributed under 



the MRSM on the same basis as ER except only to Rural Customers. Case No. 2011-00036 

November 17, 201 1 Order at 35. In the currently pending environmental surcharge case (Case 

No. 2012-00063) Big Rivers has proposed yet another change to the manner in which the RER 

is to be used: to offset environment costs to the Rural class. Currently, the RER remains at 

I 

the full $64 million level and has not been accessed. 

Also in the Unwind Order, again using E.ON funds, the PSC approved a $35 million 

Transition Fund available to offset revenue loss to BREC if a Smelter closed. BREC has used 

these funds to prepay RUS but with a “claw back” provision. 

Therefore, it is clear from this history, and consistent with the Commission’s plenary 

authority over rates and tariffs, that the use of these reserves is subject to the Commission’s 

discretion and could be used to help facilitate a short term solution that avoids Smelter 

closures. This is not to suggest that the reserves be directly provided to the Smelters. Instead, 

an agreed upon Smelter rate reduction could be funded by an increase to the Rural Class, with 

the impact off-set by the reserves in such amounts and at such times as the Commission may 

determine in the exercise of its regulatory discretion. 

3. An Agreed Upon Resolution Of The Smelter Issue Will lmprove Biq Rivers’ Credit 
Rating And Provide It Financing Flexibility 

Big Rivers currently has the lowest credit rating that qualifies as investment grade. In 

their July 201 I ratings reports, both S&P and Moody’s listed the Smelter loads as the number 

one credit risk to Big Rivers. Loss of one or both of its Smelters from its customer portfolio 

could result in the loss of Big Rivers’ investment grade credit rating and could trigger many 

negative implications for Big Rivers, including having to file for a rate increase. 

6 



Big Rivers’ $50 million line of credit with CoBank expires in July, 2012. By October I, 

2012 Big Rivers must make a $60 million principal payment to the RUS. These credit issues 

were to be addressed and resolved by the $537 million refinancing package that was 

approved by the Commission. However, On June 25, 2012, Big Rivers informed the 

Cornmission that the refinancing has been postponed with no rescheduled closing date 

because of “uncertainties and risks created by recent smelter communications and activities.” 

Without access to capital on reasonable terms, the ability of Big Rivers to provide 

adequate service under KRS 278.030 may come into question. Further, Rivers is proposing a 

$286 million environmental compliance plan to meet new EPA rules. BREC’s ability to raise 

these funds at reasonable interest rates, in addition to having sufficient funds to continue 

operating its coal fired generation and meet its day-to-day expenses, would be more certain if 

lenders knew the Smelter situation was resolved. 

For these reasons, an improvement in the financial condition of the Smelters through a 

lower Smelter rate, even on a short term basis, should improve Big Rivers’ access to capital on 

reasonable terms for the benefit of all consumers. Conversely, the absence of a reduction in 

the Smelter rates, could exacerbate Big Rivers’ credit problems. These considerations could 

be taken into account by the Commission in setting fair, just and reasonable rates. 

7 
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ATTORNEYS AT IAW 
36 EAST SEVENTH STREET 

SUITE 1510 
CINCINNATI, OHIO 45202 
TELEPHONE (513) 421-2255 

TELECOPIER (513) 421-27G4 

Via Electronic Mail 

May 11,2012 

James M Miller, Esq. 
Sullivan, Mountjoy, Stainback & Miller, PSC 
100 St. Ann Street 
P.O. Box 727 
Owensboro, Kentucky 42302-0727 

Re: Bip Rivers 2012 Ewiroiz11zfilntal Cortwliantvg, Plan. KPSC Docket No. -.2-012-00063 

Dear Jim: 

KIUC has retained J. Kennedy and Associates, b c .  and Hayet Power System Consulting to review the 
Company's environmental compliance options and its proposed projects in this proceeding. They will review the 
data and analyses performed by Sargent & Lundy, the data and projections developed by Pace Global Insight, the 
Big Rivers plant data, the data used and the projections developed by Aces Power Marketing, and the Company's 
selection and modeling of various options and sensitivities. 

The short time frame of this proceeding requires that we obtain access to this data and the models used 
and developed by both your consultants contractors and Company personnel, as soon as possible. To the extent 
that we will need to obtain licenses or sign confidentiality or other agreements with the Company's 
consultants'contractors, we would like to compleie that process as soon as possible, even before we issue 
discovery on May 2 1,20 12 or wait for the responses. 

In the interest of expediting this process, we would appreciate your cooperation in obtaining following 
information and access to the various models (inputs, outputs and models) that were used in support of the 
Company's proposed projects: 

Pace Global 

With regard to Pace Global data we would like the following items: 
Mark Hite's testimony at page 7 states, "Big Rivers acquired forward pricing data from Pace Global ..." 

The input data assumptions and all supporting documents associated with the development of the input 
data assumptions. 

The actual model that Pace Global used, as well as all input files that went into the model at the time the 
runs were performed and output files, as well as any other documents that Pace Global generated based on 
the output results. 

Any documentation concerning requirements to install the Pace Global model on our own computers and 
a copy of the User's Manual. 

e 

e 

ACES Power Marketing 

At page 7, Mr. Hite stated, "This data, along with Big Rivers' plant specific data was supplied to ACES 
Power Marketing ("ACES"), who ran all of the production cost models for this evaluation." We would like to 
obtain the following information: 



James M. Miller, Esq. 
Page 2 of 2 
May 11, 2012 

The input data assumptions, and all supporting documents associated with the development of the input 
data assurnptions 

The actual production cost model that ACES used, as well as all input files that went to the model at the 
time the runs were performed. 

All output files, as well as any other documents that ACES developed based on the output results. 

Documentation concerning requirements to install the ACES model on our own computers. 

A copy of the ‘IJser’s Manual. 

Sargcnt & Lundy 

At page 13 of Mr. DePriest’s testimony, he stated, “S&L used models and worksheets developed in-house 
to generate the capital and O&M cost estimates used in the compliance study.” We would like to obtain the same 
input information, models, and output infomation as described in the bullets above regarding the S&I, models. 

“Build”, “Partial Build” and ‘‘Buy” Cases 

Finally, at pages 6-7, Mr. Hite described the Company’s development of a financial model to evaluate 
various options (scenarios) that the Company considered. You previously provided that model to the parties. In 
addition to the model and the related files, we would like to obtain the input assumptions and all supporting 
documents associated with the development of the input assumptions. 

In other proceedings in which our consultants have been involved, the utility has assisted them in 
obtaining any licenses that are required in order to obtain and use the software models. We would like to find out 
what requirements and costs may be required for them to acquire the models as soon as possible, as well as the 
process by which the models can be requested and obtained. Most likely a confidentiality agreement will be 
required as well. 

Since there will be various processes required to go through to obtain these models and the relevant 
information used for and produced by these models, we would appreciate your cooperation and immediate 
attention to our request. We can arrange to have a conference call with Company and/or consultantkontractor 
personnel to expedite this process. 

Sincere1 

m 
Michael L. Kurtz, Esq. 
BQEKM, KmT2,  & LQWRY 

MLKkew 
cc: David C. Brown, Esq. 

Jennifer B. Hans, Esq 
Dennis Howard, Esq. 
Larry Cook, Esq 
Joe Childers, Esq 
Kristin Henry, Esq. 
Quang Nyugcn, Esq 
Faith Bums. Esq 

bed 
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ATTORNEYS AT LAW 
36 EAST SEVENTH STREET 

SUITE H I 0  
CINCINNATI, OHIO 45202 
TELEPHONE (513) 421-2255 

TELECOPIEH (513) 421-2764 

Via Electronic Mail 

May 11,2012 

Jatnes M Miller, Esq. 
Sullivan, Mountjoy, Stainback & Miller, PSC 
100 St. Ann Street 
P.O. Box 727 
Owensboro, Kentucky 42302-0727 

Re: Birr Rive~,,,zO12 Etivirotimental Comulinnce Plarr. KPSC Docket No. .2Q12-00063 

Dear Jim: 

KlUC has retained J. Kennedy and Associates, Inc. and Hayet Power System Consulting to review the 
Company's environmental compliance options and its proposed projects in this proceeding. They will review the 
data and analyses performed by Sargent & Lundy, the data and projections developed by Pace Global Insight, the 
Big Rivers plant data, the data used and the projections developed by Aces Power Marketing, and the Company's 
selection and modeling of various options and sensitivities. 

The short time frame of this proceeding requires that we obtain access to this data and the models used 
and devcloped by both your consultants contractors and Company personnel, as soon as possible. To the extent 
that we will need to obtain licenses or sign confidentiality or other agreements with the Company's 
consultants'contractors, we would like to complete that process as soon as possible, even before we issue 
discovery on May 21,2012 or wait for the responses. 

In the interest of expediting this process, we would appreciate your cooperation in obtaining following 
information and access to the various models (inputs, outputs and models) that were used in support of the 
Company's proposed projects: 

Pace Global 

With regard to Pace Global data we would like the following items: 
Mark Hite's testimony at page 7 states, "Big Rivers acquired forward pricing data from Pace Global ..." 

The input data assumptions and all supporting documents associated with the development of the input 
data assumptions. 

The actual model that Pace Global used, as well as all input files that went into the model at the time the 
runs were performed and output files, as well as any other documents that Pace Global generated based on 
the output results. 

Any documentation concerning requirements to install the Pace Global model on our own computers and 
a copy of the User's Manual. 

Q 

Q 

e 

ACES Power Marketing 

At page 7, Mr. Hite stated, "This data, along with Big Rivers' plant specific data was supplied to ACES 
Power Marketing ("ACES"), who ran all of the production cost models for this evaluation." We would like to 
obtain the following information: 
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0 The input data assumptions, and all supporting documents associated with the development of the input 
data assumptions 

The actual production cost model that ACES used, as well as all input files that went to the model at the 
time the runs were performed. 

All output files, as well as any other documents that ACES developed based on the output results. 

Documentation concerning requirements to install the ACES model on our own computers. 

A copy of the User’s Manual. 

0 

e 

0 

Sargent & Lundy 

At page 13 of Mr. DePriest’s testimony, he stated, “S&L used models and worksheets developed in-house 
to generate the capital and O&M cost estimates used in the compliance study.“ We would like to obtain the same 
input information, models, and output information as described in the bullets above regarding the S&L models. 

“Build”, “Partial Build’’ and “BWV’’ Cases 

Finally, at pages 6-7, Mr. Hite described the Company’s development of a financial model to evaluate 
variaus options (scenarios) that the Company considered. You previously provided that model to the parties. In 
addition to the model and the related files, we would like to obtain the input assumptions and all supporting 
documents associated with the development of the input assumptions. 

In other proceedings in which our consultants have been involved, the utility has assisted them in 
obtaining any licenses that are required in order to obtain and use the software models. We would like to find out 
what requirements and costs may be required for them to acquire the models as soon as possible, as well as the 
process by which the models can be requested and obtained. Most likely a confidentiality agreement will be 
required as well. 

Since there will be various processes required to go through to obtain these models and the relevant 
information used for and produced by these models, we would appreciate your cooperation and immediate 
attention to our request. We can arrange to have a conference call with Company and/or consultantkontractor 
personnel to expedite this process. 

Si ncerel 

f i  
Michael L. Kurtz, Esq. 
BOEHM, KURTZ & LOWRY 

MLKkew 
cc: David C Brown, Esq. 

Jennifer B. Hans, Esq 
Dennis Howard, Esq. 
Larry Cook, Esq 
Joe Childers, Esq 
Kristin Henry, Esq. 
Quang Nyugcn, Esq 
Faith Burns, Esq 
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ATTORNEYS AT LAW 
36 EAST SEVENTH STREET 

SUITE 1510 
CINCINNATI, OHIO 45202 
TELEPHONE (513) 421.2255 

Via Electronic Mail 
TELECOPlER (513) 421-2764 

May 11,2012 

James M Miller, Esq. 
Sullivan, Mountjoy, Stainback & Miller, PSC 
100 St. Ann Street 
P.O. Box 727 
Owensboro, Kentucky 42302-0727 

Re: Bir? Rivers 2012 Eiwirotitnental Complinncg Pion. KPSC Docket No. 2012-00063 

Dear Jim: 

KIUC has retained J. Kennedy and Associates, h c .  and Hayet Power System Consulting to review the 
Company's environmental compliance options and its proposed projects in this proceeding. They will review the 
data and analyses performed by Sargent & Lundy, the data and projections developed by Pace Global Insight, the 
Big Rivers plant data, the data used and the projections developed by Aces Power Marketing, and the Company's 
selection and modeling of various options and sensitivities. 

The short time frame of this proceeding requires that we obtain access to this data and the models used 
and devcloped by both your consultants contractors and Company personnel, as soon as possible. To the extent 
that we will need to obtain licenses or sign confidentiality or other agreements with the Company's 
consultantskontractors, we would like to complete that process as soon as possible, even before we issue 
discovery on May 2 1,2012 or wait for the responses. 

In the interest of expediting this process, we would appreciate your cooperation in obtaining following 
information and access to the various models (inputs, outputs and models) that were used in support of the 
Company's proposed projects: 

Pace Global 

With regard to Pace Global data we would like the following items: 
Mark Hite's testimony at page 7 states, "Big Rivers acquired forward pricing data from Pace Global ...I' 

The input data assumptions and all supporting documents associated with the development of the input 
data assumptions. 

The actual modcl that Pace Global used, as well as all input files that went into the model at the time the 
runs were performed and output files, as well as any other documents that Pace Global generated based on 
the output results. 

Any documentation concerning requirements to install the Pace Global model on our own computers and 
a copy of the 1Jser'c Manual. 
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ACES Power Marketing 
At page 7, Mr. Hite stated, "This data, along with Big Rivers' plant specific data was supplied to ACES 

Power Marketing ("ACES"), who ran all of the production cost models for this evaluation." We would like to 
obtain the following information: 
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The input data assumptions, and all supporting documents associated with the development of the input 
data assumptions 

The actual production cost model that ACES used, as well as all input files that went to the model at the 
time the runs were performed. 

All output files, as well as any other documents that ACES developed based on the output results. 

Documentation concerning requirements to install the ACES model on our own computers. 

A copy of the User’s Manual. 

Sarpent & Lundy 

At page 13 of Mr. DePriest’s testimony, he stated, “S&L used models and worksheets developed in-house 
to generate the capital and O&M cost estimates used in the compliance study.” We would like to obtain the same 
input information, models, and output infonnation as described in the bullets above regarding the S&L models. 

“Build”, “Partial Build” and “Buy” Cases 

Finally, at pages 6-7, Mr. Hite described the Company’s development of a financial model to evaluate 
various options (scenarios) that the Company considered. You previously provided that model to the parties, In 
addition to the model and the related files, we would like to obtain the input assumptions and all supporting 
documents associated with the development of the input assumptions. 

In other proceedings in which our consultants have been involved, the utility has assisted them in 
obtaining any licenses that are required in order to obtain and use the software models. We would like to find out 
what requirements and costs may be required for them to acquire the models as soon as possible, as well as the 
process by which the models can be requested and obtained. Most likely a confidentiality agreement will be 
required as well. 

Since there will be various processes required to go through to obtain these models and the relevant 
information used for and produced by these models, we would appreciate your cooperation and immediate 
attention to our request. We can arrange to have a conference call with Company and/or consultantkontractor 
personnel to expedite this process. 

Sincere1 

/i;x 
Michael L. Kurtz, Esq. 
BOEHM, KURTZ & LOWRY 

MLKkew 
cc: David C. Brown, Esq 

Jennifer B Hans, Esq 
Dennis Howard, Esq. 
Larry Cook, Esq 
Joe Childers, Esq. 
Kristin Henry, Esq. 
Quang Nyugcn, Esq 
Faith Bums. Esq 
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Ronald M Sullivan 

JcsseT Mouncjoy 

Frank Srainbsck 

Jsrncs M. Miilcr 

Michael A Fiorclln 

Allcn W Holbrook 

R Michacl Sullivan 

Bryan R Rcynoidr’ 

Tyson A Kamuf 

Mark W Srarncs 

C. Ellsworth Mountjoy 

Mary 1, Moorhousc 

”Also Licensed in Indiana 

Telephone (270) 926-4000 
Telccopier (270) 683-6694 

STJLLIVAN,  I V L O U N T J O Y ,  S T A I N B A C K  62. h L L L L E R  P S C  

A T T O R N E Y S  AT L A W  

Ju ly  26, 2012 

Via Federal Express 

Jeff DeRouen 
Executive Director 
Public Service Commission 
211 Sower Boulevard, P.O. Box 615 
Frankfort ,  Kentucky 40602-0615 

Re: In the Matter of: Application of Rig Rivers Electric Corporation 
for Approval of its 201 2 Environmental Compliance Plan, 
for Approval of its Amended Environmental Cost Recovery 
Surcharge Tariff, for Certificates of Public Convenience and 
Necessity, and for Autlzority to Establish a Regulatory Account, 
P.S.C. Case No. 2012-00063 

Dear  Mr. DeRouen: 

This letter is  writ ten an  behalf of Big Rivers Electric Corporation (“Big 
Rivers”) to advise the Public Service Commission (“Commission”) and 
intervenors tha t  Mark Elite, Big Rivers current  Vice President Accounting 
a n d  Inter im CFO is retiring effective tomorrow, July 27, 2012, to  accept 
another  position. Because Mr. Hite has  filed testimony in this case, a n d  h a s  
responsibility for several  da ta  request responses, Big Rivers has  reassigned 
responsibility for those items to  existing a n d  new witnesses. For the  
convenience of the  Commission and  the  intervenors, Big Rivers has  
prepared a table of i tems for which Mr. Hite had  responsibility, and 
identified in the table the  witness who is assuming responsibility for each 
i tem a t  the  hearing. 

Ralph Ashworth, Director Finance, and  Travis Siewert, Senior Staff 
Accountant, are  new witnesses who will be assuming responsibility for some 
of Mr. Hite’s work in  this case, Summaries  of their  education and  experience 
a re  attached. When they take the s t and  at the  hearing, they will adopt a s  
their  own the  testimony and  da ta  request responses for which they have 
assumed responsibility. 

Mr. Hite’s successor is Billie Richert. She  h a s  been a n  employee of Big 
Rivers for approximately two years. 

100 Sr Ann Building 
Box727 

Owcnsboro, Kcntucky 
42302-0727 

www wcst&law.com 

http://wcst&law.com


SULLIVAN,  MOUNTJOY. STAINBACK.  6r M I L L E R .  PSC 

Jeff DeRouen 
July 26, 2012 
Page 2 

I certify t h a t  a copy of this letter and  at tachment  have been served upon 
each of t he  persons shown on the attached service list. Please feel fiee to 
contact me with any questions. 

Sincerely yours, 
% 

James  M. Miller 

JMMlej 
Enclosures 

cc: Albert Yockey 



Service List 
PSC Case No. 2012-00063 

Jennifer B. Hans, Esq. 
Dennis G. Howard, 11, Esq. 
Lawrence W. Cook, Esq. 
Matt James, Esq. 
Assistant Attorneys General: 
1024 Capital Center Drive 
Suite 200 
Frankfort, KY 40601-8204 

Michael L. Icurtz, Esq. 
Kurt J. Boehm, Esq. 
Boehm, Kurtz and Lowry 
36 East Seventh Street, Suite 1510 
Cincinnati, O H  45202 

David C. Brown, Esq. 
Stites & Harbison PLLC 
1800 Providian Center 
400 West Market  Street 
Louisville, IN 40202 

Joe Childers, Esq. 
Joe I?. Childers & Associates 
300 Lexington Building 
201 West Short, Street 
Lexington, Kentucky 40507 

Kristin Henry 
Staff Attorney 
Sierra Club 
85 Second Street 
San Francisco, CA 94105 

Christopher Leung 
Earthjustice 
156 William Street 
Suite 800 
New York, New York 10038 

Walt Drabinski 
Vantage Energy Consulting LLC 
24160 Overseas Highway 
Cudjoe Key, Florida 33042 

Chuck Buechel 
10 Eagleview Lane 
Fort Thomas, KY 41075 

Mike Boismenu 
3 Lotus Bay Estate Drive 
Irving, NY 14081 

Shannon Fisk 
745 N. 24th St. 
Philadelphia, PA 191.30 
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Professional S ta nzmar y 

Ralph A. Ashworth 
Director, Finance 
Big Rivers Electric Corporation 
201 3 r d  Street  
Henderson, Kentucky 42420 
(270) 844-6131 

Professional Exueriewe 

Big Rivers Electric Corporation 1977 to present 

Director, Finance 

Manager of Accounting 

Acting Manager  of Financial Services 

Budgets Supervisor 

Accountant, Budgets 

Accountmt,  P l an t  Accounting 

Owensboro National Bank 1973 - 1977 

Accounti.ng Supervisor 

Accountant 

E d u c a t i d  

Master  of Business Administration 

Murray S ta t e  University 

Bachelor of Science in Accounting 

University of Kentucky 

Case No. 2012-00063 
Exhibit Ashworth-1 

Page 1 of 1 



Prafessionall Summary 

Travis Siewert, CPA, CMA 
Senior Staff Accountant 
Big Rivers Electric Corporation 
201 3 r d  Street  
Henderson, Kentucky 42420 
(270) 844-6130 

-- Professional Experience 

Big Rivers Electric Corporation 2003 to present 

Senior Staff  Accountant 

Financial  Forecasting and  Economic Analysis 

Cash  Management  and  Fixed Assets 

Education 

Masters of Science in  Accountancy 

University of Southern Indiana,  Evaiisville, Indiana,  May 2003 

Bachelors of Science i n  Accounting (Magna Cum Laude) 

Kentucky Wesleyan College, Owensboro, Kentucky, May 2002 

Certifications 

Certified Public Accountant - CPA 

Certified Management  Accountant - CMA 

Professional Organizations 

Kentucky Society of Certified Public Accountants 

Inst i tute  of Management  Accountants 

American Ins t i tu te  of Certified Public Accountants 

Case Na. 2012-00063 
Exhibit Siewert-1 
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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter o f  

APPLICATION OF BIG RIVERS 
ELECTRIC CORPORATION FOR 
APPROVAL OF ITS 2012 COMPLIANCE 
PLAN, FOR APPROVAL OF ITS 
AMENDED ENVIRONMENTAL COST 
RECOVERY SURCHARGE TARIFF, 
FOR CERTIFICATES OF PUBLIC 
CONVENIENCE AND NECESSITY, AND 
FOR AUTHORITY TO ESTABLISH A 
Rl3GULATORY ACCOUNT 

) 
) 
) 
) 
) CASE NO. 2012-00063 
1 
) 
) 
) 
) 

DIRECT TESTIMONY 

AND EXHIBITS 

OF 

LANE KOLLEN 

ON BEHALF OF THE 

KENTUCKY INDUSTRIAL UTILITY CUSTOMERS, INC. 

J. KENNEDY AND ASSOCIATES, INC. 
ROSWELL, GEORGIA 

July 2012 



COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLJC SERVICE COMMISSION 

In the Matter of: 

APPLICATION OF RIG RIVERS 1 
ELECTRIC CORPORATION FOR ) 
APPROVAL OF ITS 2012 COMPLIANCE ) 
PLAN, FOR APPROVAL OF ITS ) 
AMENDED ENVIRONMENTAL COST 
RECOVERY SURCHARGE TAFUFF, ) 
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) CASE NO. 2012-00063 
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DIREXT TESTIMONY OF LANE KOLLEN 

I. QUALIFICATIONS AND SUMMARY 

Q. 

A. 

Please state your name and business address. 

My name is Lane Kollen. My business address is J. Kennedy and Associates, Inc. 

("Kennedy and Associates"), 570 Colonial Park Drive, Suite 305, Roswell, 

Georgia 30075. 

Q.  

A. 

Please state your occupation and employer. 

I am a utility rate and planning consultant holding the position of Vice President 

and Principal with the firm of Kennedy and Associates. 
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Q. 

A. 

Please describe your education and professional experience. 

I earned a Bachelor of Business Administration in Accounting degree and a 

Master of Business Administration degree from the University of Toledo. I also 

earned a Master of Arts degree from Luther Rice University. I am a Certified 

Public Accountant (“CPA”), with a practice license, and a Certified Management 

Accountant (“CMA”). 

I have been an active participant in the utility industry for more than thirty 

years, as a consultant in the industry since 1983 and as an employee of The 

Toledo Edison Company from 1976 to 1983. I have testified as an expert witness 

on planning, ratemaking, accounting, finance, and tax issues in proceedings 

before regulatory commissions and courts at the federal and state levels on more 

than two hundred occasions, including proceedings before the Kentucky Public 

Seivice Coinmission (“Commission”). I have testified in several Big Rivers 

Electric Corporation (“BREC” or “Company”) proceedings before the 

Commission. My qualifications and regulatory appearances are further detailed in 

my Exhibit___( LK- 1 ) . 
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Q. 

A. 

On whose behalf are you testifying? 

I am testifying on behalf of the Kentucky Industrial Utility Customers, Inc. 

(“KIUC”), a group of large customers taking electric seivice on the Big Rivers 

Electric Corporation system. 

Q. What is the purpose your testimony? 
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A. The purpose of my testimony is to summarize the KIUC recommendations in 

response to the Company’s request for approval of its proposed 2012 

environmental compliance plan (“ECP”), certificates of public convenience and 

necessity, amended environmental cost recovery (“ECR”) tariff, and for authority 

to establish a regulatory asset for the costs related to this proceeding. 

Q. Please summarize your testimony. 

A. The Commission should reject the Company’s proposed ECP projects 4 

(replacement of Wilson scrubber) and 5 (addition of Green 2 SCR) included by 

the Company in its “Build” case.’ The Company has not met its burden of proof 

that these projects are reasonable and cost-effective. To the contrary, the 

Company initially failed to provide any quantitative support for its proposed ECP 

and the alternatives and sensitivities it presented in summary form on a single 

page exhibit. 

Through an unnecessarily arduous and time-consuming process, KIUC 

ultimately obtained the models used by the Company and its consultants. 

Consequently, KlUC was able to review the Company’s assumptions and data, 

run the models used by ACES Power Marketing (“ACES”) and Big Rivers, and 

review the Company’s analyses in a more detailed manner, as well as develop its 

KIUC does not oppose the Company’s proposed ECP projects 6 (convert Reid 1 
to natural gas), 7 (install recycle pump and new motors on ID fans at HMP&L 1 and 2), 8 
(install activated carbon injection, dry sorbent injection and monitors at Coleman 1, 2, 
and 3), 9 (install activated carbon injection, dry sorbent injection and monitors at 
Wilson), 10 (install activated carbon injection, dry sorbent injection and monitors at 
Green 1 and 2), and 11 (install particulate monitors at HMP&L 1 and 2). 
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KIUC witness Mi. Philip Hayet of own analyses using the Company’s models. 

Hayet Power Systems Consulting describes this process in greater detail. 

Based on our review, we conclude that the Company’s quantitative 

analyses are unreliable and do not support the Company’s conclusion that the 

Build case is the least cost alternative. In our review, we found that the 

Company’s quantitative analyses are replete with errors and unreasonable 

assumptions and data. These problems significantly affect the net present value 

of the Company’s alternatives, the ranking of those alternatives, and mask the 

catastrophic effects of the Smelter load loss sensitivities. I subsequently describe 

the problems that we identified with the Company’s financial model that it used to 

quantify the net present value of its alternatives and sensitivities. Mr. Hayet 

describes the problems that we identified with the Company’s production cost 

modeling, which include the following: 

Build Case. DB Wilson Emissions Removal Rate. DB Wilson’s upgrade 
will not be completed until 2016. ACES had the emissions reduction rate 
change beginning Januaty 20 1 5“ 

Build Case. The Build Case has the HMPL 1&2 environmental upgrade 
project completed January 1, 2014. According to Exhibit Berry-2 page 1 
of 2, it should be 2015. 

Build Case. VO&M at Green 2 is the same in the Build and Buy cases, 
although it should be different once the Green 2 SCR is added in 2015. 
Incremental O&M is indicated to be $1.58 million beginning in 2015 due 
to the addition of the SCR per Exhibit Berry-2 page 2 of 2. 

Build Case. HMPL 1&2 has the same VO&M in the Build and Buy 
Cases. Exhibit Berry-2 indicates that the Build Case should be higher by 
approximately $800,000 per year. 
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0 Buy Case. DB Wilson VO&M is higher in the Buy Case than the Build 
Case. By 2026, it is as much as 13.6% higher than the Build Case. 

0 Buy Case. Coleman 1, 2 & 3. Even though compliance with CSAPR 
won’t begin until 2016, Big Rivers has begun to constrain the dispatch of 
the Coleman units as early as 2013. It should be changed to begin in 
201 6. 

0 Buy Case. Coleman 1, 2 & 3. Given that the units will now be shut down 
for multi-month periods of time to limit emissions, it may not be necessary 
to schedule maintenance during a different period of time. The 
maintenance should be changed to occur at the same time that the unit is 
taken offline. 

0 Build and Buy Cases. No consideration of C02  constraints or costs on 
Big Rivers’ generation, even though PACE Global market price forecasts 
based on assumptions of C02 constraints and costs. Assuming that C02 
requirements will dramatically increase market prices but not Big Rivers’ 
generation costs is a fundamental inconsistency that biased the study in 
favor of the Build option. 

0 Build and Buy Cases. PACE Global market prices are excessive 
compared to other projections developed by ACES and HIS Global. One 
factor is that PACE Global market prices based on assumptions of C02 
constraints and costs. 

0 Build and Buy Cases. Coleman 2 having hundreds of startups per year. It 
tutned out that the database had two inputs reversed. The mean time to 
repair input was switched and input as the average time to repair at the 
Coleman 2 unit. 

Build and Buy Cases. HMPL 18.52 VO&M costs - The Costs that the 
Company used in its financial analysis do not match what the Company 
indicates should have been used in the production cost model. 

Build No Smelter Case. The Company input VO&M at Green 1 at a 
significantly higher amount in the Build No Smelter Case than in the Buy 
No Smelter Case. 

Buy No Smelter Case. HMPL 1 &2 - The Buy No Smelter Case has higher 
VO&M than all of the other cases. 

34 
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Based on our review, we conclude that the Build and Buy cases are 

approximately equivalent on a net present value basis when the various modeling 

problems are corrected, even though the Buy case net present value is slightly less 

than the Build case when the fixed maintenance expense is reduced.2 In our 

analyses, Mr. Hayet identified and corrected various production modeling errors 

and replaced unreasonable assumptions and data, which he describes in his 

testimony. Mr. Hayet presents the results of our analyses using the Company’s 

“to-go” net present value constiuct, an analytical framework that considers only 

variable expenses and revenues on a total Company basis and without specific 

consideration of the effect on the member revenue requirements. I present the 

results of our analyses using the “all-in” member revenue requirement construct, 

an analytical framework that considers the effects of all variable and fixed 

revenues and expenses in a comprehensive manner on the member revenue 

requirements. In our analyses, we did not attempt to fix every problem that we 

identified in the Company’s modeling or replace every unreasonable assumption 

or all unreasonable data given the Company’s burden of proof and the procedural 

time constraints of this proceeding. 

We also conclude that the Commission should do everything possible to 

retain the Smelter load, especially because the Smelter margins are greater than 

those the Company can achieve through sales into MISO, at least in the near teim. 

The Build case includes projects 4 and 5 and projects 6-1 1 as described in the 
Company’s Application. The Buy case does not include projects 4 and 5 ,  but does 
include projects 6-1 1. KIUC does not oppose projects 6-1 1, 

2 



Lane Kollen 
Page 7 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

The Company’s Smelter load loss sensitivities are flawed and mask the 

catastrophic effects on rural and large industrial customers if the Smelters 

tenninate their contracts. The Company’s analyses result in rate increases to the 

iura1 and large industrial customers ranging from 68% to 84%. Alternatively, if 

the rate increases are not approved, Big Rivers would face banlu-uptcy and 

perhaps liquidation. In that event, Big Rivers likely would be required to sell its 

assets and the member cooperatives would have to obtain a different supplier. 

The following tables provide a summary of the net present value of the 

“all-in” member revenue requirements comparing the Company’s results to the 

KlUC results on the Build and Buy cases and the two Smelter load loss 

sensitivities. Mr. Hayet presents the “to-go” results for all the KIIJC studies, 

including intermediate studies that he performed to assess the impact of correcting 

various errors and changing various assumptions or data. 

14 

BIG RIVERS ELECTRIC CORPORATION ENVIRONMENTAL COMPLIANCE SCENARIOS 
COMPARISON OF TOTAL CUSTOMER RNENUES, EXCLUDING MARKETSAWS - NPV 

2013 2014 2015 2016 2017 2016 2019 2020 2021 2022 2023 2024 2025 2026 Tdal 

Big Rivers Build 520 02 50655 463 14 47265 436 13 411 49 363 16 38393 34066 322 24 300 BO 29070 27486 28658 537476 

Big Riven Buy 55007 53280 514 18 49842 462 27 46666 4417 33 423 55 40361 37768 35527 33693 33224 31666 6041 66 

8igRiverr8uildSmellcrLoadLorr 52002 25866 22348 20302 14305 11172 10035 8121 5939 4620 1924 1560 1330 2467 161810 

15 BigRiverrBuvSmeltcrLoadLorr 52698 26268 26262 25654 18667 17542 18625 13260 12566 11907 7501 7217 6814 6563 251666 

16 

BIG RIVERS ELECTRIC CORPORATION ENVIRONMENTAL COMPLIANCE SCENARIOS CORRECTED 8V KIUC 
COMPARISON OFTOTALCUSTOMER REVENUES, EXCLUDING MARKETSALES. NPV 

2013 2014 2015 2016 2017 2016 2019 2020 2021 2022 2023 2024 2025 2026 Tolsl 

KlUCBuild 529 29 51201 49369 48750 46108 43442 41133 36966 366 34 34782 33047 315 49 30162 28605 5669W 

KlUCBuy 530 16 50979 49107 48112 46059 44104 42064 391 85 375 65 35564 33676 32112 30738 292 99 572180 

KIUCBuild Smelter Load Lois 518 U 25606 24593 24607 255 36 23071 22225 21013 19954 18412 17190 16337 16021 14126 3.21169 

KlUCBuy Smelter toad Lorr 530 16 27634 26209 25539 24978 23323 22350 2U75  2M49 16628 171 80 163 92 16086 15005 3.278 61 

17 
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Finally, given the approximate equivalence of the Build and Buy cases 

when corrected, we conclude that the Commission should reject the proposed 

ECP projects 4 and 5 based on qualitative factors that maximize the flexibility 

and minimize the risk to the Company, its customers, and its creditors. The 

following qualitative factors weigh against ECP projects 4 and 5 included in the 

Build case, but not in the Buy case, particularly given the flexibility to revisit 

projects 4 and 5 in the future, the need to minimize rate increases for as long as 

possible, and the need to retain the Smelter load: 

0 the relative inexperience of the Big Rivers management team in large scale 
construction projects, 

* the greater risk to Big Rivers and the members of the Build alternative compared 
to the Buy alternative due to the magnitude of the capital expenditures, 

the uncertainty of timing, scope, and cost of the CSAPR compliance 
requirements, particularly given the pending stay of the CSAPR regulations, 

* the potential for cost overruns under the Build alternative, given the preliminary 
nature of the engineering design and related cost estimates presented by the 
Company, 

* the effect on member rates if there are Smelter load losses and the costs of the 
Build alternative are imposed on the remaining customers and load, 

0 the potential for significant additional environmental compliance costs due to 
other pending and potential environmental legislation and regulations, including 
the effects of the proposed Coal Combustion Residuals regulation, potential 
carbon legislation and/or regulations, and changes to the National Ambient Air 
Standards, among others, 

the ability of the Company to finance the Build case capital expenditures and the 
cost of that financing if it is available, and 
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e the flexibility that the Buy case affords the Coininission to subsequently revisit 
the Build alternative if the econoinics support such a decision in the 

In the next section of my testimony, I address various flaws in the 

Company’s modeling and assessment of the available options that impact the 

viability, nominal revenue requirements and net present value economics of the 

Company’s scenarios, and the production costs and margins from sales to other 

wholesale customers in lieu of the Smelters in the event that one or both of the 

Smelters terminate their contracts. 

I then address various qualitative factors that affect the Company’s 

analyses and the Company’s failure to address these factors. Among these 

qualitative factors are the Company’s failure to consider increases in capital 

expenditures compared to the preliminary estimates reflected in its three scenarios 

and two sensitivities; the failure to include costs for additional environmental 

requirements and compliance costs; and the availability and cost of financing 

capital expenditures. 

11. THE COMPANY’S QUANTITATIVE ANALYSES ARE FUNDAMENTALLY 
FLAWED AND UNRELIABLE 

The Company does not propose to include construction work in progress in “rate 
base” in the proposed ES tariff, according to Exhibit Wolfram - 2. The proposed tariff 
defines environmental rate base as electric plant in service less accumulated depreciation. 
The Company’s qualitative analyses are consistent with the proposed ES tariff and 
capitalized interest during construction. There is no effect included in the revenue 
requirement of the capital expenditures until the assets are completed and placed in 
service. This proposal reduces the NPV of the Build and Build Smelter load loss 
sensitivity cases compared to the Buy cases because it defers any recovery related to the 
capital expenditures in the Build and Build Smelter load loss sensitivity cases until 201 6, 
or year five of the 15 year analysis period. 
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Description of Company’s Quantitative Analyses in Financial Model 

Q. 

A. 

Please generally describe the Company’s quantitative analyses. 

In general, the Company obtained market prices, coal prices, natural gas prices, 

and monthly allowance prices from PACE Global, which it, in turn, provided to 

ACES Power Marketing. The Company also provided other generating unit data 

to ACES. ACES performed all production cost modeling using the Ventyx 

Planning and Risk (“PaR”) model. The production cost model output was 

subjected to post-processing analyses and the results then were input into the 

Company’s financial model. The FM was used to develop the NPV results 

presented by Mr. Hite for the Base case, Build case, Partial Buy case, Build case 

Smelter load loss sensitivity, and the Buy case Smelter load loss sensitivity. 

Although not presented by the Company either in its Build, Partial Build, Buy 

cases, or as sensitivities, the Company subsequently obtained market prices from 

ACES and from IH Gobal for use in a Load Concentration Study performed in 

May 2012, nearly two months after it completed the analyses reflected in its filing 

in this proceeding. The ACES and IH Global market prices were significantly 

lower than the PACE Global market prices used by ACES and then used by Big 

Rivers in the alternatives and sensitivities it presented in this proceeding. The 

PACE market price forecast assumed C02 emission costs, while the ACES 

market price forecast did not. 
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Are there problems with the Company’s production cost modeling? 

Yes. These problems are addressed by Mr. Hayet. In addition, Mr. Hayet has re- 

nm the production cost model to correct modeling errors and unreasonable 

assumptions and data. He presents the results of the corrected quantitative 

analyses in his testimony on a “to-go” basis. I present the results of the corrected 

quantitative analyses on an “all-in” basis. 

Are there problems with the Company’s quantitative analyses reflected in 

the financial model? 

Yes. I first will describe how the Company uses the FM, then address the various 

flaws in the Company’s methodology, and then address the flaws in the 

Company’s Smelter load loss sensitivities. 

Please describe the Company’s Financial Model. 

The Company’s FM is an Excel-based workbook with multiple interrelated 

spreadsheets. 

processes over a projected 15 year period, from 2012 through 2026. 

The FM simulates the Company’s accounting and ratemaking 

The FM 

includes the following interrelated spreadsheets: 

* Trial Bal (trial balance by RUS account) 

0 Charts (computes financial and rate metrics) 

0 Risk (scales market power prices) 

0 NPV (computes net present value of “to-go’’ costs of compliance plan 
alternatives) 



L,ane K.ollen 
Page 12 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 

33 

34 

35 

36 

37 

38 

0 ECP (compliance plan alternative capex, expenses, ECR rate effect) 

0 Bud Adj (adjusts various budget items) 

Stmts RUS (develops financial statements in RUS foiinat) 

0 Rates (develops rates, member and market revenues, solves for revenue 
deficiencies and surplus to achieve 1.24 TIER) 

0 Rates - Cash (computes member rates on cash method) 

0 FAC, PPA, ES, SC (computes surcharge rates) 

0 Regulatory Charge (computes regulatory deferral and amortization 
expense) 

0 Fuel (fuel purchases and expense by generating unit) 

0 PCM (production costs) 

0 

0 

0 UW Transaction (unwind transaction) 

Interest (computes interest on reserves) 

O&M (primarily fixed O&M and A&G by RUS account) 

Capex & Depr (non-environmental capex and depreciation) 

Debt (detail on debt issuances and interest expense) 

Pat. (patronage capital and dividends) 

Q.  Please describe how the Company calculated the net present value of the 

various compliance alternatives and sensitivities in the Financial Model. 

The Company calculated the net present value of the various compliance 

alternatives and sensitivities in the financial model on the “NPV” spreadsheet. It 

employed a “to-go” construct in which it used only the variable costs and 

revenues that it determined were affected by the alternative, including the so- 

A. 
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called “fixed costs” of interest and principal repayments on debt issued for the 1 

alternative. The “to-go” expenses and revenues were determined on a total 2 

Company basis, not on a member revenue requirements basis, even though the 3 

FM also computes the effects on an “all-in” rneinber revenue requirement basis, 4 

which it builds by computing base rates and surcharge rates by customer class. 5 

The Company’s “to-go” construct assumed that there would be no other changes 6 

in expenses or revenues. More specifically, the Company’s construct uses only 7 

the following expenses/costs and revenues: 8 

Production Costs 9 

10 
11 
12 
13 
14 
15 

0 &el expense, 
0 variable environmental O&M expense, 
0 purchased power expense, 
0 emission allowance expense, 
0 off-system or market revenues (reflected as a negative 

offset to the expenses) 

-. Fixed Cost of Capital 16 

0 

0 

0 property tax expense, 
0 property insurance expense, 
0 labor expense 

debt service (interest expense and principal maturities), 
debt issuance cost amortization expense, 

17 
18 
19 
20 
21 

In general, the “to-go” production expenses and market revenues were 22 

developed by ACES using the production cost model, subjected to “post- 23 

processing analyses,” and then input by Big Rivers into its financial model, 24 

primarily into the PCM spreadsheet in the financial model. The production 25 

expenses and market revenues developed by ACES relied on market prices that 26 

were developed by PACE Global at Big Rivers’ request. In general, the Company 27 
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directly modeled the incremental debt and related debt service and the other fixed 

costs of capital within the FM itself. All of these amounts are reflected on an 

annual nominal dollar basis in the NPV spreadsheet and then discounted in that 

spreadsheet to 20 12 net present value dollars. The discounting is performed on an 

annual basis using the Company’s weighted cost of debt grossed-up for the 

contract TIER of 1.24 to an overall discount rate of 7.93%. 

The Company’s Quantitative Analyses Are Replete with Errors 

Q. Are there problems with the Company’s NPV analyses that affect all of the 

scenarios and sensitivities? 

A. Yes. There are multiple problems. First, the Company’s NPV analyses fail to 

reflect the effects on member revenue requirements on an “all-in” basis and 

instead focus only on the net present value to the Company of the “to-go” 

expenses and revenues of the alternatives. Although the Company’s FM develops 

the “all-in” member revenue requirements, the Company chose to use the “to-go” 

metric. The “to-go” metric, in and of itself, does not disqualifL the Company’s 

analyses, but it appears to have contributed to the other problems that I 

subsequently address. It also is important to recognize that the Company’s net 

present value amounts using the “to-go’’ metric are not meaningful in absolute 

dollars of revenue requirement due to the exclusion of other revenue requirement 

components that are included in the “all-in” revenue requirement, but rather are 

meaningful only for the purposes of ranking the various scenarios and quantifying 
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the differences between them. 

Second, the Company’s NPV analyses fail to include the TIER on the 

interest expense, which understates the net present value of the debt service 

expense included in the various alternatives. For ratemaking purposes, the 

Company recovers not only the interest on its debt from customers through the 

revenue requirement, but also recovers a margin that adds another 24% of the 

interest to the revenue requirement. The Company’s NPV analyses ignore the 

TIER effect on the member revenue requirement. The failure to include the TIER 

on the interest expense also is methodologically inconsistent with the Company’s 

use of a discount rate that is grossed-up for the TIER, This error has the greatest 

effect in the Build case because it has the greatest interest expense among the 

alternatives I 

Third, the Company’s NPV analyses assume that the debt service is 

levelized over 30 years,4 a methodology that is similar to a lease or home 

mortgage and assumes a uniform annual debt seivice. However, this 

methodology is inconsistent with the ratemaking process, which assumes that the 

Company’s interest expense and the related member revenue requirement are the 

1 
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16 

17 

Typically, a utility’s debt service is at the maximum level when the assets that 
were fmanced enter commercial operation. As the asset is depreciated and the debt 
principal is repaid, the revenue requirement declines. Under a levelized approach, the 
debt service is converted into an annuity, similar to a lease or home mortgage, so that 
there are equal annual requirements. If the two data series were plotted against each 
other, the typical annual revenue requirement would decline annually from the first year 
through the last year of the asset’s life and the related repayment of the debt principal. In 
contrast, the levelized annual revenue requirement would remain the same each year and 
would be less than the typical revenue requirement in the early years, then crossover and 
be more than the typical revenue requirement in the latter years. 
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greatest when construction of the assets is completed and then decline as the 

assets are depreciated and the debt is reduced. The Company’s methodology and 

significantly reduces the expenses in the early years of the Company’s 15 year 

analysis period compared to the actual annual revenue requirement and recoveries 

based on declining debt and the related interest expense over time. Although this 

does not have a significant effect on the net present value over the 15 year 

analysis period, it does affect the annual nominal and present value amounts. 

Is there a problem with the Company’s NPV analyses that affects only 

certain of the scenarios and sensitivities? 

Yes. The Company failed to include the economic effects of the costs to remove 

the existing scrubber at Wilson in conjunction with ECP project 4 in the Build 

case, the Partial Build case, and the Build case Smelter load sensitivity. This 

problem does not affect either the Buy case or the Buy case Smelter load loss 

sensitivity because Project 4 is not included in those cases. 

This error understates the net present value of the Build, Partial Build and 

Build Smelter load loss sensitivity cases in comparison to the Buy and Buy 

Smelter load loss sensitivity cases by ignoring the depreciation expense (or debt 

principal repayments), interest expense, and the TIER margin on the removal 

costs and the related debt financing. I am not able to estimate the effect of the 

Company’s error because the Company not only failed to include the cost of 

removal, it also failed to estimate the cost itself, according to its response to 

KIUC 2-22. The Company claims that the cost of removal isn’t an issue because 
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it will be offset by salvage income. However, that claim appears to have been 

developed after the fact and is without any support whatsoever. I have attached a 

copy of the Company’s response as my Exhibit-(LK-2). 

Are there other problems with the Company’s NPV analyses that affect only 

certain of the scenarios and sensitivities? 

Yes. The Company’s NPV analyses fail to reflect any reduction in non-fuel 

production operation and maintenance expense, other than changes in variable 

environmental O&M expense, in the Partial Build or Buy cases or the Buy case 

Smelter load loss sensitivity. In other words, even though the Company 

constrains and substantially reduces the operation of the generating units in those 

cases, it still assumes that it will incur the same non-environmental operation and 

maintenance expense. In the real world, the Company would reduce its 

maintenance expense to reflect reductions in maintenance requirements, and 

possibly would reduce its operation expense, especially in the Buy case and the 

Buy case Smelter load loss sensitivity, but it failed to reflect any reductions in 

these expenses in its analyses in this proceeding. 

The Company included the same fixed production maintenance expense in 

all three cases and the two sensitivities as follows: 



Lane K.ollen 
Page 18 

4 

5 

6 

7 

8 

9 

10 

11 

12 

BIG RIVERS ELECTRIC CORPORATION 
FIXED MAINTENANCE EXPENSE 

($Million) 

2012 
2013 
20 14 
2015 
2016 
2017 
2018 
2019 
2020 
2021 
2022 

2024 
2025 
2026 

2023 

49.89 
46.20 
56.83 
52.02 
53.78 
55.40 
57.06 
58.77 
60.53 
62.35 
64.22 
66.15 
68.13 
70.17 
72.28 

If these fixed maintenance expenses alone were reduced by 25% in the 

Buy and the Buy Smelter load loss sensitivity cases to reflect reductions in 

maintenance requirements, then the net present value for those cases would be 

reduced by $133 million, both on a “to-go” basis and on an “all-in’’ basis. Thus, a 

change in this assumption alone would improve the ranking of the Buy case and 

the related Smelter load loss sensitivity compared to the Build case and the related 

Smelter load loss sensitivity. 

The Company’s Smelter Load Loss Scenarios Are Erroneous and Misleading 

Q. Are there also problems with the Company’s NPV analyses that affect only 

13 the Smelter load loss sensitivities? 
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A. Yes. The Company’s NPV analyses of the Build case and Buy case Smelter load 

loss sensitivities are flawed. This is evident from even a cursory review of the 

results of these analyses reported on Exhibit Hite-4 attached to MI-. Hite’s Direct 

Testimony as summarized in the table below: 

BIG RIVERS ELECTRIC CORPORATION 
COMPARISON OF BIG RIVERS CASES 

($MILLION) 

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 Total 

Build Case 30193 28591 27708 26534 25898 23416 22082 20297 19561 18168 17331 15882 15814 14615 14948 3,21039 

PartialBulldCase 301 93 28528 281 85 271 50 26763 247 94 240 12 22007 21404 20073 191 88 177 15 17678 16460 168 87 3,410 36 

Buy Case 317 24 31537 30391 29387 28884 29007 281 29 27092 25551 25018 22609 21680 20472 20928 19670 3,92079 

Build Smel ter load toss 301 93 286 15 31 80 12 62 (10 68) (58 57) (79 18) (7968) (87 20) (9900) (102 92) (121 44) (117 84) (114 40) (9561) (334 06) 

Buy Smelter Load Loss 317 24 310 99 49 75 36 93 14 46 (13 39) (28 21) (22 51) (36 32) (40 74) (57 85) (72 42) (77 96) (60 57) (54 71) 264 68 

More specifically, the Company’s results for the Build case Smelter load 

loss sensitivity show a cumulative net present value of negative $334.10 million. 

In other words, the “to-go” costs for this sensitivity actually will be income, not a 

net cost, according to the Company’s analysis. If the Company’s results are 

correct, then the costs of the Build case, the loss of the Smelter revenues, and the 

increase in market revenues would result in “to-go” income. According to these 

results, the loss of Smelter revenues and the replacement with market revenues 

would convert the Build case from a “to-go” net present value cost of $3,210 

million to income of $334 million, an improvement of $3,544 million. The 

Company would become primarily a merchant generator and would be subject to 

the risk of market pricing for all generation that is not sold to rural and large 

industrial customers 
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Similarly, the Company’s results for the Buy case Smelter load loss 

sensitivity show a net present value of $264.70 million, a fraction of the net 

present value cost of the Build case itself, or an improvement of $2,945 million. 

As with the Build Smelter load loss sensitivity, the Company would become 

primarily a merchant generator and its generation subject to market pricing. 

Taken at face value, the Company’s studies suggest that the Cornmission 

should choose the Build case and everyone should hope and pray that the 

Smelters reduce or terminate their operations. However, the computations both 

ignore the fact that if the Smelter load is lost, there will be no more smelter 

revenues. More specifically, the Company’s NPV analyses incorrectly assume 

that the Smelter revenues will continue (or be recovered in their entirety from the 

remaining rural and large industrial customers through huge rate increases) while 

the Company also sells the power into the market that no longer will be supplied 

to the Smelters. This is a flaw in the Company’s analyses because the Smelters 

will not pay Big Rivers for power that they do not buy from Big Rivers. The 

Company’s NPV analyses also assume that the PACE market prices will be 

reality and will increase to more than $100 per rnWh over the next I5 years. The 

PACE veiy high market price forecast includes an assumption that C02 

restrictions will be imposed, yet Big Rivers inconsistently assumes that its 

generation costs will not increase because of C02 restrictions. Mr. Hayet 

addresses this assumption compared to the ACES and IH Global market price 

projections. 

The following tables show the components of the Company’s NPV 
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analyses for the Build case and the Smelter load loss sensitivity and then the Buy 

case and the Smelter load loss sensitivity. 

BIG RIVERS ELECTRIC CORPORATION BtJILD CASE 

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 Total 
Pmduclion Cost Model 
Fuel (Including Start-Up) 266 47 285 35 298 78 309 40 321 62 337 02 340 29 364 03 366 26 373 15 378 75 394 72 396 10 418 69 409 91 5,260 56 
VanableEnumnmenlal 01 2896 32 62 38 56 3960 53 37 56 65 5807 6250 64 10 6582 6807 7041 7 3 0 5  77 30 7667 865 77 

AllowancePurchases 003 0 4 8  0 7 9  0 9 3  (043) 1 4 9  0 0 2  2 3 0  0 3 5  2 71 0 8 7  3 4 7  063 3 2 7  0 10 1701 
Purchased Power 4246 37 10 36 14 32 34 31 36 29 18 2967 2346 31 75 30 31 3842 32 20 44 93 3515 5347 52793 

Off-System Sales 

Fixed Cost ofCaeilal 
Debt Sewce 2 3 1  7 19 1315 2008 2008 2008 2008 2008 2008 2008 2008 2 0 0 8  2008 2008 24349 
Deb1 Issuance Cost 0 1 2  0 1 2  0 1 2  0 1 2  0 1 2  0 1 2  0 1 2  0 1 2  0 1 2  0 1 2  0 1 2  0 1 2  0 1 2  0 1 2  1 7 2  
Pmperly Tax 000 000 000 0 1 5  0 4 4  0 4 3  0 4 2  0 4 1  0 4 0  0 3 9  0 3 8  0 3 7  036 035 4 1 3  
Property Insurance 000 000 0 1 8  054 056 0 5 8  0 5 9  0 6 1  063 065 0 6 7  0 6 9  071  0 7 3  7 1 4  

Labor 000 000 0 2 0  0 4 0  0 4 2  0 4 3  044 0 4 5  0 4 7  0 4 8  050 0 5 1  053 054 5 3 6  

RewnueRequirement 301 93 30859 32277 33360 351 43 34294 34906 34628 36019 361 07 371 74 36767 395 15 394 14 43508 5,341 63 

4 PVofRewnueRequirems 301 93 28591 277 08 26534 25898 234 16 22082 202 97 19561 181 68 17331 15882 158 14 146 15 14948 3,210 39 

(35 99) (49 40) (58 81) (62 32) (75 79) (103 01) (100 63) (127 66) (123 95) (132 62) (136 09) (154 88) (141 34) (162 06) (126 90) (1,591 46) 

5 

BIG RIVERS ELECTRIC CORPORATION BUILD SMELTER LOAD LOSS SENSITIVITY 

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 Total 
Production Cost Model 
Fuel (Including Start-up) 266 47 285 35 283 98 301 20 316 14 335 01 339 14 362 13 365 42 371 72 377 27 392 12 394 50 415 47 406 74 5,212 66 
VanableEnumnrnenlalOt 2 8 9 6  3262 3596 38 04 52 16 5634 5792 6225 6408 6571 67 98 70 19 7 3 0 3  77 18 7654 858 97 
Purchased Power 4246 3710 1289 1316 1 3 2 2  1391 1399 1405 1479 1486 1496 1577 1581  1589 1671 26955 
AllowancePurchases 0 0 3  0 4 8  050 0 7 6  ( I  37) 1 3 8  (099) 2 17 (073) 2 53 (039) 3 15 (083) 2 7 7  (1 62) 7 8 6  
Off-Syslem Sales 

Fixed Cost of Capilal 

(35 99) (49 40) (303 86) (351 00) (415 54)  (513 63) (556 42) (597 76) (625 36) (672 79) (701 83) (783 63) (798 22) (841 10) (797 95) (8,044 48) 

Debt Seruce 2 3 1  7 19 13 15 zoo8 2008 z o o 8  zooe 2008 zoo8 zooe zooe 2008 zoo8 zoo8 243 49 
Debt Issuance Cos1 0 1 2  0 1 2  012 0 1 2  0 1 2  0 1 2  0 1 2  0 1 2  0 1 2  0 1 2  0 1 2  0 1 2  0 1 2  0 1 2  1 7 2  
Pmperly Tax 000 000 000 0 1 5  044 0 4 3  0 4 2  0 4 1  0 4 0  0 3 9  0 3 8  0 3 7  036 0 3 5  4 1 3  
Pmperly Insurance 000 000 0 1 8  054 056 0 5 8  0 5 9  061  063 065 0 6 7  0 6 9  0 7 1  073 7 1 4  
Labor 0 2 5  0 2 5  0 2 5  000 000 000 000 000 0 0 0  000 000 000 000 000 0 7 5  

Rewnue Requirement (14 49) (85 79) (125 16) (135 94) (160 57) (196 75) (220 76) (281 15) (294 45) (308 52) (278 29) (1,438 21) 

PV of Rewnue Requiremf 301 93 286 15 31 80 12 62 (10 68) (58 3) (79 18) (79 68) (87 20) (99 00) (102 92) (121 44) (117 84) (114 40) (95 61) (334.06) 

301 93 308 84 37 04 15 86 

6 

7 



Lane Kollen 
Page 22 

BIG RIVERS ELECTRIC CORPORATION BUY CASE 

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 Total 
Production Cost Model 
Fuel (Including Start Up) 216 73 193 37 216 94 231 00 245 51 242 05 247 83 252 03 269 22 262 70 284 04 287 27 304 95 298 62 315 80 3,868 05 
VanableEnwmnmentalf l~ 2324  2267 27 34 3039 41 12 4205  4291 44 60 4809 48 02 5222  5271 5741 57 38 5992 650 09 

Purchased Power 8956 (3662 12785 131 45 143 19 18597 18707 20422 19338 23293 20720 231 65 21989 27514 25330 2.81945 
AllowancePurchases 0 00 000 000 000 (087) (096) (099) (0 14) 050 0 16 0 7 6  0 6 6  0 9 7  0 3 9  1 3 9  188 
Oii-System Sales (12 28) (12 35) (19 10) (26 06) (41 67) (49 06) (36 98) (43 32) (45 53) (51 47) (64 13) (75 26) (76 60) (72 07) (62 81) (688 68) 

Fixed Cost of Capital 
Debt Seruce 006 097 247 414  414  4 1 4  4 1 4  4 1 4  4 1 4  414  414  4 1 4  4 1 4  414 4901 
Debt Issuance Cost 0 0 1  003 003 0 0 3  0 0 3  0 0 3  0 0 3  0 0 3  003 0 0 3  003 0 0 3  0 0 3  0 0 3  0 3 4  
Pmperty Tax 000 000 000 000 0 0 9  0 0 9  0 0 9  0 0 9  0 0 8  0 0 8  0 0 8  0 0 8  0 0 7  0 0 7  0 8 2  
Pmperty Insurance 000 000 000 0 1 1  0 1 1  0 1 2  0 1 2  0 1 3  0 1 3  0 1 3  0 1 4  0 1 4  0 1 5  0 1 5  1 4 3  
Labor 000 000 0 2 0  0 4 0  0 4 2  0 4 3  0 4 4  0 4 5  0 4 7  0 4 8  050 0 5 1  0 5 3  054 5 3 6  

RemmeRequiremenl 317 24 34038 35403 36947 391 95 424 83 44464 462 21 47049 49720 48495 501 91 511 52 564 38 57253 6,70771 

1 PV of Rewnue Requireme 317 24 315 37 303 91 293 87 288 84 290 07 281 29 270 92 255 51 250 18 226 09 216 80 204 72 209 28 196 70 3,920 79 
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BIG RIVER5 ELECTRIC CORPORATION BUY SMELTER LOAD LOSS SENSITIVITY 

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 202.2 2023 2024 2025 2026 Total 
Production Cost Model 
Fuel(1ncluding Start-up) 216 73 20531 20663 21375 234 59 23989 246 17 24968 26802 26034 28230 28474 30277 29579 31246 3,819 19 
VanableEnumnmental fl, 2324  2340  2451 27 27 38 98 41 66 4270  4425  4794 47 76 5202 5246 57 23 5729  5970 64041 

AllowancePunhases 000 000 000 000 (2 44) (2 67) (270) (1 93) (1 47) (1 96) (1 40) (1 70) (1 69) (244) (1 55) (21 94) 
Off-System Sales (12 37) (188 72) (212 95) (272 94) (321 72) (349 76) (351 73) (402 46) (409 30) (480 82) (524 77) (574 90) (535 80) (552 21) (5,202 73) 

Fixed Cost of Capital 
Debt Seruce 006 0 9 7  2 4 7  4 14 4 1 4  4 1 4  4 14 4 14 4 14 414  4 14 4 1 4  4 14 4 14 4901 

Debt Issuance Cost 0 0 1  0 0 3  003 003 003 0 0 3  0 0 3  0 0 3  003 003 0 0 3  0 0 3  003 003 0 3 4  
Pmperty Tax 000 000 000 000 0 0 9  0 0 9  0 0 9  0 0 9  008 0 0 8  008 008 0 0 7  007 0 8 2  
Property Insurance 000 000 000 0 1 1  0 1 1  0 1 2  0 1 2  0 1 3  0 1 3  0 1 3  0 1 4  0 1 4  0 1 5  0 1 5  1 4 3  
Labor 000 000 0 2 0  0 4 0  0 4 2  0 4 3  0 4 4  0 4 5  0 4 7  0 4 8  050 0 5 1  053 0 5 4  5 3 6  

Purchased Power 8956  11923 1453 1568 1675 1843 1420 1 6 5 0  1627 1 7 3 1  1896 16 75 1689 1690 1743 42542 

(12 28) 

Rewnue Requirement 317 24 335 65 57 95 46 43 19 62 (19 62) (44 59) (38 41) (66 87) (80 97) (124 08) (167 65) (194 81) (163 36) (159 24) (282 70) 

PV of Reenue Requireme 317 24 310 99 49 75 36 93 14 46 (13 39) (28 21) (22 51) (36 32) (40 74) (57 85) (72 42) (77 96) (60 57) (54 71) 264 68 

As I described previously, the Company’s NPV analyses assume no 

changes in expenses or revenues other than those reflected in the “to-go” 

amounts. However, this is an invalid assumption when the Smelter revenues are 

lost in their entirety and replaced with market revenues. In the Company’s NPV 

analyses, it includes the replacement market revenues, but, as the preceding tables 

demonstrate, the Company did not increase the “to-go” expenses (or show the lost 

Smelter revenues as expenses) for the lost Smelter revenues even though those 

revenues no longer will exist under the two sensitivity cases. 
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In reality, what will be the effect on the “all-in” member revenue 

requirements from the Smelter load loss sensitivities? 

In reality, the Smelter load loss would be catastrophic to the rural and large 

industrial customers and Big Rivers would be forced to seek immediate and 

drastic rate increases starting in 2014 and continuing through hture years until 

market prices rise sufficiently to replace the margins that were lost on the Smelter 

sales. More specijcally, tinder the Build case in the event that the Smelters 

tesminate their contracts, the Company itserf estimates that the necessary rate 

increases for the riiral and large iizdiistrial customer classes will average 69%. 

Under the Buy case in the event that the Smelters terminate their contracts, the 

Company estimates that the necessary rate increases for the riiral and large 

indiistrinl customers classes will average 84%. 

Despite increases of those magnitudes on rural and large industrial 

customers, the Company assumed that there would be no reductions in the rural or 

large industrial sales due to the drastic rate increases. That assumption is highly 

unlikely and the Company has performed no studies to support the assumption 

that there is no elasticity of demand, according to its responses to AG 1-22 and 

Staff 2-14. To the contrary, it is highly likely that there would be significant 

conservation by rural customers and reductions in large industrial usage, as well 

as possible plant closures and loss of jobs. If there is a substantial reduction in 

sales to these remaining rural and large industrial customers, the rate increases 

necessary to replace the lost Smelter margins easily could spiral upward and 
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exceed 100%. I have attached a copy of the Company’s responses to AG 1-22 

and Staff 2-14 as my Exhibit (L,K-3). 

The following table shows the annual “all-in” non-Smelter revenue 

requirements for the rural and large industrial customer classes that I obtained 

from the “Rates” spreadsheet of the FM for the Company’s two Smelter load loss 

sensitivities? 

7 

BIG RIVERS ELECTRIC CORPORATION 
REVENUE BY CUSTOMER CLASS UNDERSMELTER LOAD LOSS SENSITIVITIES 

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 

Build Case Smelter Load Loss 
Rural ReLenue 105378 110320 18725 17378 16892 15407 12951 12560 10941 8568 71 38 2955  2530 2281 5067 

Large lndustnal Reenue 35772 37230 6257  6994 68 11 51 28 4298 41 43 3 5 9 5  2827 2363  1087  9 6 2  8 9 1  1698 

Smeller ReLenue 376 163 380758 000 000 000 000 000 000 000 000 000 000 000 000 000 
Market ReLenue 35990 49403 30386 35100 41554 51363 55642 59776 62536 67279 70183 75363 79822 841 10 79795 
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Buy Case Smelter toad Loss 
Rural ReLenue 107318 116243 21437 20681 194 57 181 96 187 14 19649 17775 171 47 14298 11449 10003 13318 141 47 

Large lndustnal Reeenue 36487 39 405 7236  76 50 7 5 9 1  6689  61 99 64 50 5794 5540  46 12 3704 3245  41 93 4392  
Smeller ReLenue 386529 404337 000 000 000 000 000 000 000 000 000 000 000  000 000 
Market ReLenue 12285  12372 18872 21295 27294 321 72 34976 351 73 40246 40930 48082 52477 57490 53580 55221 

Q. What conclusions should the Commission draw from the Smelter load loss 

sensitivities? 

A. The most important conclusion is that the Commission should take a11 necessary 

steps to ensure that the Smelters do not terminate their contracts. The loss of 

Smelter load and revenues would be immediate and catastrophic to i-ural and large 

industrial customers because the margins on the market sales will be insufficient 

These comparisons are based on the Company’s versions of the Build case 
Smelter load loss and Buy case Smelter load loss sensitivities, which indicate greater 
impact under the Buy case compared to the Build case. However, the KIUC versions 
show that the impact is approximately the same under either the Build or Buy cases. 
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to replace the margins on the Smelter sales that will be lost. Despite Big Rivers’ 

rosy projections based on the PACE market price projections to the contrary, the 

rural and large industrial members may never recover from the rate effects of 

Smelter load losses if future market prices do not rise to the levels reflected in the 

Company’s studies. 

1 

2 

3 

4 

5 

6 

7 Q. Have you prepared a table showing the “all-in” annual member revenue 

8 requirements resulting from KIUC’s corrected Smelter load loss 

9 sensitivities? 

10 A, Yes. The following table shows the “all-in” non-Smelter member revenue 

11 requirements for each Smelter load loss sensitivity compared to the KIUC 

12 corrected versions of the Build and Buy cases. 

13 

BIG RIVERS ELECTRIC CORPORATION ENVIRONMENTAL COMPLIANCE SCENARIOS CORRECTED BY KIUC 
COMPARISON OFTOTALCUSTOMERREVENUES, EXCLUDING MARKETSALES. NOMINALANO NPV 

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 Tolal 
1 2  3 4 5 6 7 8 9 1 0 7 1 1 2 1 3 1 4  

KlUCBuild 
Total Revenue 59020 62496 65339 69345 7 U  19 72905 75614 76343 77641 78037 8W51 79921 82522 83909 
Add Revenueto Achieve 124TIER 12 05 680 335 838 1178 1081 I332 1804 1752 2201 25 11 3392 43 16 4978 
Less Market Revenue ILM 3532 3605 4030 4969 53 18 6770 6394 61 90 5632 6055 4483 5443 5624 
Total Customer Revenue 571 26 59644 62070 66153 67528 68669 70176 71754 732 04 74605 76507 78830 81395 832 63 9,90923 

NPV TotalCurtomer Revenue 52928 512 01 49369 48750 461 08 43442 411 33 38968 36634 347 62 33047 31549 301 62 26606 5,669W 

KlUCBuv 
Total Revenue 60121 63042 64635 67712 70247 71901 733 68 74297 75685 76729 78406 79680 82955 85014 
AddRcvenuetoArhievc124TlER OW OW OW OW 115 3ffi 841 1255 1152 1721 2 0 U  2634 2210 2834 
Less Market Revenue 2901 3657 2894 2426 2905 2495 2445 2293 2181 2166 2456 2076 22 70 26 29 
Total Customer Revenue 572 20 59385 61741 65286 67457 697 15 71764 732 58 74656 762 83 77962 80238 82895 85280 10,03139 

NPVTotalCuitomer Rcvenue 530 16 50979 491 07 481 12 46059 M 1  04 42064 39785 37565 35584 336 76 321 12 30738 29298 5,72180 

KIUC BuildSmelterload Loss 
Total Revenue 59020 506M 53961 58663 51564 54476 56707 48501 49135 464 98 38673 35546 38798 433 59 
Add Revenueto Achieve 124TIER 12 05 4466 3528 3751 153 I 8  14238 14989 22554 22926 22854 33024 33686 35627 35085 
Lerr Market Revenue 31 M 10776 23042 25272 29482 32236 33778 32363 32405 29731 31901 28413 312 20 35576 
Total Curlomet Revenue 559 2 1  29828 30920 33390 374 W 36478 379 18 38693 39655 396 22 39796 40819 43206 42867 5465 12 

NPV Total CL(LOmec Revenue 518 12 25606 211593 24607 25538 230 77 222 25 210 13 19954 18472 171 90 18337 16021 14728 3,211 69 

KlUCB~vSmelterLoad Loss 
Total Revcnue 601 21 515 17 49704 51702 464 23 487M 485 27 444 17 43097 44903 37503 37327 37971 435 28 
Add RevenuetoAchieve124nER 1949 1899 1795 1929 94 97 9276 1W27 15041 IS234 148 91 22843 23479 25380 252 11 
Lesi Market Revenue 29 M 19094 16752 17046 19338 21113 20424 20283 18487 19837 20573 19847 19968 25062 
Total Customer Revenue 572 20 324 24 32952 34656 365 83 36867 381 31 391 75 39844 399 57 39773 40959 43382 436 7? 5,555 98 

14 NPVTotal Customer Revenue 530 16 27634 26209 25539 24978 23323 22350 212 75 20049 186 28 171 60 18392 16086 15006 327867 
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111. QTIALITATIVE FACTORS SUPPORT THE BUY CASE 

The Commission should Maximize Flexibilitv and Minimize Risk 

Q.  Mr. Hayet addresses numerous qualitative factors that argue against the 

Build case and in favor of the Buy case. Do you have any additional 

comments? 

Yes. The validity of the results of the quantitative analyses is driven largely by 

the assumptions used in the modeling process. There is greater certainty 

surrounding some of the assumptions, such as the physical operation of the power 

plants. There is greater zincei?ainty surrounding other assumptions, such as the 

market price of power, whether for purchases by Big Rivers or sales by Big 

Rivers, and the ability of the Company to finance, or the cost of the financing if it 

is able to finance. Changes in these assumptions can change the ability to 

implement and/or the ranking of the various alternatives. 

A. 

Thus, in its review of the Company’s request, the Commission should 

carefully consider the effects of these assumptions and select. the alternative that 

provides the most flexibility in light of constantly changing circumstances; that 

minimizes the risk to all customers, rural, large industrial, and Smelters; and that 

minimizes the risk to the Company and its creditors. 

The Company’s Cost Estimates Are Preliminary and Subiect to Overruns 
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In addition to the qualitative factors addressed by Mr. Hayet, should the 

Commission be concerned about cost overruns? 

Yes. Aside from the Company’s modeling of the Build, Partial Build, and Build 

Smelter load loss sensitivity cases, the reality is that any cost oveinns will affect 

member revenue requirements and rates and place additional pressure on the 

Company, its creditors, its rural and large industrial customers, and the Smelters. 

The Company estimates that its direct construction costs will be $286.14 

million and that deferred financing costs will add another $15 million for a total 

capital cost of $301 million in the Build alternatives. However, these estimates 

are preliminary estimates and do not reflect detailed engineering estimates. 

Engineering and design have not been completed, according to the Company’s 

Application. Thus, there is a high likelihood of cost overruns and costs that the 

Company did not consider in its quantitative analyses. For example, the 

Company plans to act as the general contractor using a ‘“minimal contracts 

approach,” which it describes in response to Staff 1-18. Yet the Company did not 

include any costs for these activities in any of the cases, arguing that they would 

be “relatively insignificant” and “covered by the contingency in the estimate,” 

also according to its response to Staff 1-18. I have attached a copy of the 

Company’s response to Staff 1-18 as my Exhibit-(LK-4). In addition, the 

Company has not yet completed testing or modeling of its ESP performance and 

may have to install ESP upgrades, according to its response to Staff 1-14. I have 
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attached a copy of the Company’s response to Staff 1-14 as my Exhibit-(LK- 

5) .  

In addition, the Commission should note that none of the contracts have 

yet been bid out by the Company and there may be sizeable differences between 

the preliminary estimates and actual bids by contractors. The Company is 

relatively inexperienced in such large scale construction projects in recent years 

and it may be required to depend more heavily on its contractors for certain 

activities than reflected in the cost estimates. 

Further, the Company already substantially increased its cost estimates for 

the Build case earlier this year before it filed its Application in this proceeding. 

On January 19, 2012, the Company’s management presented a listing of projects 

and a cost estimate of $213.5 million to comply with CSAPR and MATS 

requirements to the Big Rivers Board of Directors, according to the Board 

Minutes provided by the Company in response to KIUC 1-43. On February 21, 

2012, the Company’s management updated the cost estimate to $283.5 million, 

also according to the Board Minutes provide in response to KIlJC 1-43. I have 

attached a copy of the relevant portions of the Company’s response to KIUC 1-43 

as my Exhibit-(LK-6). 

In response to KIUC 2-21, the Company confirmed that it had increased 

the cost estimate from January 19, 201 2 to February 2 1 , 201 2 and that the primary 

reason was that the “capital estimates in the January 2012 board presentation 

represented high level order of magnitude estimates developed by Big Rivers 

personnel to indicate the level of capital expenditures facing Big Rivers in 
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board presentation represent the results of the S&L study.” In other words, the 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

The Company’s AbiIitv to Finance Is Uncertain 

difference was due to a more refined cost estimate. That tends to be the nature of 

cost estimates and the risk of additional significant cost estimates as the 

engineering and design work progresses is real. I have attached a copy of the 

Company’s response to KIUC 2-21 as my Exhibit-(LK-7). 

If the Commission authorizes the Company to proceed with ECP projects 

4 and 5 ,  then it will conmiit the Company, its creditors and all of its customers to 

the completion of the projects, the financing of the projects, and the obligation to 

pay through rates for the projects. Those commitments will remain in place even 

if there are substantial cost ovemms. 

Thus, the Commission should recognize that there rnay be cost overruns in 

the proposed ECP projects, with the most risk exposure on projects 4 and 5 .  The 

Commission can avoid the uncertainty and risk exposure on projects 4 and 5 if 

those projects are not authorized at this time. 

19 Q. Should the Commission he concerned about the Company’s ability to 

20 finance? 

21 A. Yes. The Company’s ECP will require at least $301 million in incremental 

22 financing, assuming no cost ovenxns and no additional environmental 

23 requirements. If there are cost overruns and additional environmental 
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requirements, the Company will require even more incremental financing.6 Of 

the $301 million in incremental financing, projects 4 and 5 comprise 

approximately $232 million. At the end of 201 1, the Company had $786 million 

in debt outstanding. The $301 million in incremental debt financing will increase 

its debt outstanding by 38%, all else equal. 

The Company’s ability to finance the 2012 ECP projects is critical to the 

implementation of the Build case and projects 4 and 5 .  If the Company cannot 

finance these projects, along with all of its other financing requirements, then it 

cannot undertake these projects and the Commission should not approve the 

projects. Further, even if the Company is able to provide evidence that it will be 

able to finance the projects, then the Cornmission must ensure that the cost to do 

so will be reasonable. 

The Company’s financial health is tenuous and a continuing concern. It is 

not certain that the Company will be able to finance the $301 million, let alone 

any cost oveii-uns or additional environmental requirements. In addition, 

incremental financing of this magnitude will reduce flexibility for the Company, 

its creditors, and its customers. The Company’s current credit ratings are BBB- 

In a July 14, 201 1 email concerning the costs of environmental compliance the 
Company estimated that Compliance with the CCR would cost $237 million and 
compliance with $316 a and b would cost $55 million, according to the Company’s 
response to Staff 2-17 in this proceeding. If these estimates are correct, the Company 
could face another nearly $300 million in incremental financing. I have attached a copy 
of this response as my Exhibit-(LK-S). The Company more recently estimated that 
compliance with these two regulations would cost $123 million, according to the 
Company’s response to Staff 1-9. I have attached a copy of this response as my 
Exhibit-(LK-9). 
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from Standard and Poor’s and Fitch and Baal from Moody’s. These ratings are 

reviewed annually in the September time frame and will be reviewed prior to 

commencing construction, and thus, the financing, for projects 4 and 5. 

Does the Company have a definitive plan to finance the capital and deferred 

financing costs of the ECP projects? 

No. The Company does expect to issue debt to finance these costs, according to 

Mr. Hite. [Hite Direct at 151. However, it does not yet know what financing will 

be available, the cost of any such debt, or its “execution strategy,” according to 

Mr. Hite. [ Id ,  14-17]. 

The Company is “discussing” the potential for a term loan with the RUS, 

“planning” meetings with institutional investors, and plans to discuss a potential 

constiuction revolver with potential lenders. [Id., 15-16]. The Company recently 

filed a Second Updated response to KIUC 1-43 in which it disclosed that it is 

attempting to negotiate a revolving credit agreement with CFC to provide 

financing for the capital expenditures associated with the Company’s 2012 ECP 

projects. 

When does the Company plan on filing a financing application with the 

Commission? 

The Company does not plan on filing a financing application until early-August 

2012, according to Mr. Hite. [Id., 161. It then plans to schedule rating agency 

visits in September 2012 seeking an indicative investment grade rating of the 
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proposed debt issuances. [Id.]. 

How should the Commission address the uncertainty regarding the 

Company’s ability to finance the cost of the 2012 ECP projects? 

The best approach given the uncertainty regarding the Company’s ability to 

finance is to minimize the Company’s capital expenditures and financing 

requirements and to reject ECP projects 4 and 5. This approach maximizes 

flexibility and minimizes the risk to the Company, its creditors, and its customers. 

Does this complete your testimony? 

Yes. 
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EDUCATION 

IJniversity of Toledo, BBA 
Accounting 

University of Toledo, MBA 

Lutber Rice University, MA 

PROFESSIONAL CERTIFICATIONS 

Certified Public Accountant (CPA) 

Certified Management Accountant (CRIA) 

PROFESSIONAL AFFILIATIONS 

American Institute of Certified Public Accountants 

Georgia Society of Certified Public Accountants 

Institute of Management Accountants 

More than thirty years of utility indusby experience in the financial, rate, tax, and planning areas. 
Specialization in revenue requirements andyses, taxes, evaluation of rate and financial impacts of traditional 
and nontraditional ratemaking, utility mergers/acquisition and diversification. Expertise in proprietary and 
nonproprietary software system used by utilities for budgeting, rate case support and strategic and financial 
planning. 
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REWWIE OF LANE KOLLEN, VICE PRESIDENT 

EXPEFUENCE 

1986 to 
Present: J. Kennedv and Associates, h e . :  Vice President and Principal. Responsible for utility 

stranded cost analysis, revenue requirements analysis, cash flow projections and solvency, 
financial and cash effects of' traditional and nontraditional ratemaking, and research, 
speaking and writing on the effects of tax law changes. Testimony before Connecticut, 
Florida, Georgia, Indiana, Louisiana, Kentucky, Maine, Maryland, Minnesota, New York, 
North Carolina, Ohio, Pennsylvania, Tennessee, Texas, West Virginia and Wisconsin state 
regulatoiy commissions and the Federal Energy Regulatory Commission. 

1983 to 
1986: Eiierm Manapemexit Associates: L,ead Consultant. 

Consulting in the areas of strategic and financial planning, traditional and nontraditional 
ratemaking, rate case support and testimony, diversification and generation expansion 
planning. Directed consulting and software development projects utilizing PROSCREEN 
I1 and ACUMEN proprietary software products. Utilized ACIJMEN detailed corporate 
simulation system, PROSCREEN II strategic planning system and other custom developed 
software to support utility rate case filings including test year revenue requirements, rate 
base, operating income and pro-forma adjustments. Also utilized these software products 
for revenue simulation, budget preparation and cost-of-service analyses, 

1976 to 
1983: The Toledo Edison Company: Planning Supervisor. 

Responsible for financial planning activities including generation expansion planning, 
capital and expense budgeting, evaluation of tax law changes, rate case strategy and support 
and computerized financial modefing using proprietary and nonproprietary software 
products. Directed the modeling and evaluation of planning alternatives including: 

Rate phase-ins. 
Coiistruction project cancellations and write-offs. 
Construction project delays. 
Capacity swaps. 
Financing alternatives. 
Competitive pricing for off-system sales. 
Sale/leasebacks. 

J. KENMEDY AND ASSOCUTES, INC. 
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CLIENTS SERVED 

Industrial Companies and Groups 

Air Products and Chemicals, Iric. 
Airco Industrial Gases 
Alcan Aluminum 
Armco Advanced Materials Co. 
Armco Steel 
Bethlehem Steel 
Connecticut Industrial Energy Consumers 
ELCON 
Enron Gas Pipeline Company 
Florida Industrial Power Users Group 
Gallatin Steel 
General Electric Company 
GPU Industrial Intervenors 
Indiana Industrial Group 
Industrial Consumers for 

Industrial Energy Consumers - Ohio 
Kentucky Industrial LJtility Customers, Inc. 
Kimberly-Clark Company 

Fair Utility Rates - Indiana 

Lehigh Valley Power Committee 
Maryland Industrial Group 
Multiple Intervenors (New York) 
National Southwire 
North Carolina Industriai 

Energy Consumers 
Occidental Chemical Corporation 
Ohio Energy Group 
Ohio Industrial Energy Consumers 
Ohio Manufacturers Association 
Philadelphia Area Industrial Energy 

PSI Industrial Group 
Smith Cogeneration 
Taconite Intervenors (Minnesota) 
West Penn Power Industrial Intervenors 
West Virginia Energy Users Group 
Westvaco Corporation 

IJsers Group 

Remlatorv Commissions and 
Government Agencies 

Cities in Texas-New Mexico Power Company’s Service Territoiy 
Cities in AEP Texas Central Company’s Service Territory 
Cities in AEP Texas North Company’s Service Territory 
Georgia Public Service Commission Staff 
Kentucky Attorney General’s Office, Division of Consumer Protection 
Louisiana Public Service Commission Staff 
Maine Office of Public Advocate 
New York State Energy Office 
Office of Public Utility Counsel (Texas) 

-~ 
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F LANE KOLLEN, VICE PRESIDENT 

Utilities 

Allegheny Power System 
Atlantic City Electric Company 
Carolina Power & Light Company 
Cleveland Electric Illuminating Company 
Delinarva Power & Light Company 
Duquesne Light Company 
General Public Utilities 
Georgia Power Company 
Middle South Services 
Nevada Power Company 
Niagara Mohawk Power Corporation 

Otter Tail Power Company 
Pacific Gas & Electric Company 
Public Service Electric & Gas 
Public Service of Oklahoma 
Rochester Gas and Electric 
Savannah Electric & Power Company 
Seminole Electric Cooperative 
Southern California Edison 
Talquin Electric Cooperative 
Tampa Electric 
Texas Utilities 
Toledo Edison Company 

J. KENNEDY AMD ASSOCIATES, PIC. 
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10186 

11/86 

12/86 

1187 

3/87 

4/87 

4187 

5187 

5/87 

7187 

7/87 

7/87 

8187 

8187 

10187 

11/87 

1 I88 

2/88 

2/88 

U-I 7282 
Interim 

Interim Rebuttal 

9613 

U-I7282 

11-17282 
Interim 

General Order 236 

U-17282 
Prudence 

Sub 113 
M-100 

86624-E-SC 

U-17282 Case 
In Chief 

11-17282 Case 
In Chief 
Surrebuttal 

U-17282 
Prudenrk 
Surrebuttal 

Rebuttal 

9885 

86-524 E-SC 

E0151GR-87-223 

870220-El 

87-07-0 1 

U-17282 

9934 

10064 

LA 

LA 

KY 

L4 
19th Judicial 
Dlstrict CI. 

wv 

LA 

NC 

wv 

LA 

LA 

LA 

wv 

KY 

MN 

FL 

CT 

Lfl 
19th Judicial 
Dlstrict Ct. 

KY 

KY 

Loulslana Public Service 
Commission Staff 

Louisiana Public Service 
Commission Staff 

Attorney General Div of 
Consumer Protection 

Louisiana Public Service 
Commission Staff 

West Virginia Energy 
Users' Group 

Louisiana Public Service 
Commisslon Staff 

North Carolina Industrial 
Energy Consumers 

West Virginia Energy 
Users' Group 

Louisiana Public Service 
Commission Staff 

Louisiana Public Service 
Commissian Staff 

Louisiana Public Service 
Commission Staff 

West Virginia Energy 
Users' Group 

Attorney General Div. of 
Consumer Protection 

Taconite Intervenors 

Occidental Chemical Corp 

Connecticut Industrial 
Energy Consumers 

Louisiana Public Service 
Commission 

Kentucky Industrial Utility 
Customers 

Kentucky Industrial Utility 
Customers 

Gulf States UtillUes 

Gulf States Utililies 

Big Rivers Electric 
Corp. 

Gulf States Utilities 

Monongahela Power 
co. 

Gulf States Ulilities 

Duke Power Co 

Monongahela Power 
co. 

Gulf States Utilities 

Gulf States Utilities 

Gulf States Utilities 

Monongahela Power 
Go. 

Big Rivers Electric 
Corp. 

Minnesota Power & 
Light Co. 

Florida Power Corp 

Connecticut Light & 
Power Co. 

Gulf States Utilities 

Louisville Gas & 
Eleclric Co. 

Louisville Gas & 
Electric Co. 

Cash revenue requirements financial solvency 

Cash revenue requirements financial solvency. 

Revenue requirements accounting adjustments 
financial workout plan. 

Cash revenue requirements, financial solvency. 

Tax Reform Act of 1986. 

Prudence of River Bend 1, economic analyses, 
cancellaUon studies. 

Tax Reform Act of 1986. 

Revenue requirements, Tax Reform Act of 1986 

Revenue requirements, River Bend 1 phase-in plan, 
financial solvency. 

Revenue requirements, River Bend 1 phase-in plan, 
financlal solvency. 

Prudence of River Bend 1, economic analyses, 
cancellation studies. 

Revenue requirements, Tax Reform Act of 1986. 

Financial workout plan. 

Revenue requirements, O&M expense, Tax Reform 
Act of 1986. 

Revenue requirements, O&M expense, Tax Reform 
Act of 1986. 

Tax Reform Act of 1986. 

Revenue requirements, River Bend 1 phase-in plan, 
rate OF return. 

Economics of Trimble County, completion. 

Revenue requirements, O&M expense, capital 
structure, excess deferred income taxes. 

J. KENNEDY ANI) ASSOCIATES, INC. 
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5180 

5/88 

5188 

6100 

7188 

7188 

9/88 

9/88 

10188 

10188 

10188 

10188 

11188 

12/88 

12/86 

2/89 

6189 

7189 

8189 

10217 

M$7017-1C001 

M-87017-2C005 

U-17282 

MB70l7-1 COO1 
Rebuttal 

Rebuttal 
M-87017-2C005 

88-05-25 

10064 Rehearing 

88-1 70-EL-AIR 

88-171-EL-AIR 

8800-355-El 

37804 

U-17282 Remand 

U,17970 

U-17949 Rebuttal 

11-17282 
Phase II 

881602-EU 
890326EU 

U-17970 

8555 

KY 

PA 

PA 

LA 
19th Judicial 
District Ct. 

PA 

PA 

CT 

KY 

OH 

OH 

FL 

GA 

LA 

LA 

LA 

LA 

FL 

LA 

TX 

Alcan Aluminum National 
Southwire 

GPU Industrial Intervenors 

GPU Industrial Intervenors 

Louisiana Public Service 
Commission 

GPU Industrial Intervenors 

GPU Industrial Intervenors 

Connecticut Industrial 
Energy Consumers 

Kentucky Industrial Utility 
Customers 

Ohio Industrial Energy 
Consumers 

Ohio Industrial Energy 
Consumers 

Florida Industrial Power 
Users' Group 

Georgia Public Service 
Commission Staff 

Louisiana Public Service 
Commission Staff 

Louisiana Public Service 
Commission Staff 

Louisiana Public Service 
Cornmission Staff 

Louisiana Public Service 
Commission Staff 

Talquin Electric 
Cooperative 

Louisiana Public Service 
Commission Staff 

Occidental Chemical Corp 

Big Rivers Electric 
Corp. 

Metropolitan Edison 
co. 

Pennsylvania Eleciric 
co. 

Gulf States Utilities 

Metropolitan Edison 
co. 

Pennsylvania Electric 
co. 

Connecticut Light & 
Power Co. 

Louisville Gas & 
Electric Co. 

Cleveland Electric 
Illuminating Co. 

Toledo Edison Co 

Florida Power & Light 
CO. 

Atlanta Gas Light Co. 

Gulf States Utilities 

AT&T 
Communications of 
Soufh Central States 

Soulh Central Bell 

Gulf States Utillies 

TalquinlCily of 
Tallahassee 

AT&T 
Communications of 
South Central States 

Houston Lighting & 
Power Co. 

Financial workout plan. 

Nonutility generator deferred cost recovery. 

Nonutility generator deferred cost recovery 

Prudence of River Bend 1 economic analyses, 
cancellation studies, financial modeling. 

Nonutility generator deferred cost recovery, SFAS 
No. 92 

Nonutility generator deferred cost recovery, SFAS 
No 92 

Excess deferred taxes, O&M expenses. 

Premature retirements, interest expense. 

Revenue requirements, phase-in, excess deferred 
taxes, O&M expenses, financial considerations, 
working capital. 

Revenue requirements, phase-in, excess deferred 
taxes, O&M expenses, financlal considerations, 
working capital 

Tau Reform Act of 1986, tax expenses, O&M 
expenses, pension expense (SFAS No. 87) 

Pension expense (SFAS No. 87). 

Rate base exclusion plan (SFAS No. 71) 

Pension expense (SFAS No 87). 

Compensated absences (SFAS No. 43), pension 
expense (SFAS No. 87), Part 32, income tax 
normalization 

Revenue requirements, phase-in of River Bend 1, 
recovery of canceled plant 

Economic analyses, incremental cost-of-service, 
average customer rates 

Pension expense (SFAS No. 87), compensated 
absences (SFAS No. 43), Part 32. 

Cancellation cost recovery, tax expense, revenue 
requirements. 

_ _ ~  ___ -- 

J. KENNEDY AND ASSOCIATES, INC. 
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8/89 

9189 

1 OB9 

10189 

1 om 

11/89 
12/89 

1/90 

1/90 

3/90 

4/30 

4190 

9/90 

12/90 

319 1 

5191 

9191 

9/91 

11/91 

3840-U 

U-17282 
Phase II 
Detailed 

8880 

8923 

R891364 

Ha91364 
Surrebuttal 
(2 Filings) 

Phase II 
Detailed 
Rebuttal 

Phase 111 

U-17282 

U-17282 

89031 9-El 

89031 9-El 
Rebuttal 

11-17282 

90-158 

11-17282 
Phase IV 

29327, et. al 

9945 

P-910511 
P-910512 

91-231-E-NC 

U-17282 

GA Georgia Public Service 

LA Louisiana Public Service 

Commission Staff 

Commission Stafi 

TX Enron Gas Pipeline 

TX Enron Gas Pipeline 

PA Philadelphia Area Industrial 

PA Philadelphia Area Industrial 

Energy Users Group 

Energy Users Group 

LA Louisiana Public Service 
Commission Staff 

LA Louisiana Public Setvice 
Commission Staff 

FL Florida Industrial Power 
Users Group 

R Florida Industrial Power 
Users Group 

LA Louisiana Public ServicFt 
1981 Judicial Commission 
District C t  

KY Kentucky Induslrial Utility 
Customers 

LA Louisiana Public Service 
Commission Staff 

NY Multiple Intervenors 

TX Office of Public Utility 

PA Allegheny Ludlum Cop ,  

Counsel of Texas 

A n c o  Advanced Materials 
Cot The West Penn Power 
Industrial Users' Group 

wv West Virginia Energy Users 
Group 

L4 Louisiana Public Service 
Commission Staff 

Georgia Power Co 

Gulf Stales Utilities 

Promotional practices, advertising, economic 
development. 

Revenue requirements, detailed Investigation 

Texas-New Mexico 
Power Co 

Texas-New Mexico 
Power Co. cash working capltal. 

Philadelphia Eleclric Revenue requirements 
Go. 

Philadelphia Electric Revenue requirements, saleileaseback 
co. 

Defened accounting treatment, salelleaseback. 

Revenue requirements, imputed capital structure, 

Gulf States Utilities Revenue requirements, detailed investigation 

Gulf States Ulilities Phase-in of River Bend 1, deregulated asset plan. 

Florida Power & Light 
CO. 

Florida Power & Light 
co. 

Gulf States Ulilities 

O&M expenses, Tax Re fon  Act of 1986. 

O&M expenses, Tax Re fon  Act of 1986. 

Fuel clause, gain on sale of utility assets. 

Louisville Gas & 
Electric Co. forecasted test year. 

Gulf Slates Utilities Revenue requirements. 

Revenue requirements, post-test year additions, 

Niagara Mohawk Incentive regulation. 
Power Carp. 

El Paso Electric Co. 

West Penn Power 
co. 

Financial modeling, economic analyses, prudence of 
Palo Verde 3. 

Recovery of C A M  costs, least cost financing 

Monongahela Power 
co. 

Gulf States Utilities 

Recovery of CAAA cosls, least cost financing. 

Asset impairment, deregulated asset plan, revenue 
requirements. 

J. KENNEDY AND ASSOCIATES, INC. 
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12/91 

1 219 1 

5/92 

8/92 

9/92 

9192 

9/92 

9192 

9/92 

1 1/92 

11/92 

11/92 

12/92 

12/92 

12/92 

i 193 

1/93 

3/93 

3193 

91 -41 0-EL-AIR 

PUC Docket 
10200 

910890-El 

R-00922314 

92-043 

920324-El 

39346 

910840-PlJ 

39314 

u-19904 

8649 

92-1715-AU-COI 

R-00922378 

U-19949 

R-00922479 

8487 

39498 

92-1 I-1 1 

U-19904 
(Surrebuttal) 

OH 

TX 

FL 

PA 

KY 

FL 

IN 

FL 

IN 

LA 

MD 

OH 

PA 

LA 

PA 

MD 

IN 

CT 

LA 

Air Products and 
Chemicals, Inc.; Armco 
Steel Co., General Electric 
Co., IndusMal Energy 
Consumers 

Office of Public Utility 
Counsel of Texas 

Occidental Chemical Gorp. 

GPU Industrial Intervenors 

Kentucky Induslrial Utility 
Consumers 

Florida Industrial Power 
Users' Group 

Indiana Industrial Group 

Florida Industrial Power 
Users' Group 

Industrial Consumers for 
Fair Utility Rates 

Louisiana Public Servim 
Commission Staff 

Weslvaco Corp., Eastalco 
Aluminum Go. 

Ohio Manufacturers 
Association 

Armco Advanced Materials 
Co., The WPP Industrial 
Intervenors 

Louisiana Public Service 
Commission Staff 

Philadelphia Area Industrial 
Energy Users' Group 

Maryland Industrial Group 

PSI Industrial Group 

Connecticut Industrial 
Energy Consumers 

Louisiana Public Service 
Commission Staff 

Cincinnati Gas & 
Electric Co. 

Texas-New Mexico 
Power Go. 

Florida Power Corp. 

Metropolitan Edison 
c o  

Generic Proceeding 

Tampa Electric Co. 

Generic Proceeding 

Generic Proceeding 

Indiana Michigan 
Power Co. 

Gulf States Utilities 
/Entergy Corp. 

Potomac Edison Co. 

Generic Proceeding 

West Penn Power 
co. 

South Central Bell 

Philadelphia Electric 
co. 

Baltimore Gas & 
Electric Co , 
Bethlehem Steel 
Corp. 

PSI Energy, Inc. 

Connecticut Light 8 
Power Co 

Gulf States Utilities 
lEntergy Corp 

Revenue requirements, phase-in plan 

Financial integrity, strategic planning, declined 
business affiliations. 

Revenue requirements, O&M expense, pension 
expense, OPEB expense, fossil dismantling, nuclear 
decommissioning. 

Incentive regulation, performance rewards, purchased 
power risk, OPEB expense. 

OPEB expense. 

OPEB expense. 

OPEB expense. 

OPE6 expense. 

OPEB expense. 

Merger. 

OPEB expense 

OPEB expense. 

lncenfive regulation, performance rewards, purchased 
power risk, OPEB expense. 

Affiliate transactions, cost allocations, merger 

OPEB expense. 

OPEB expense, deferred fuel, CWlP in rate base 

Refunds due to over-collection of taxes on Marble Hill 
cancellation. 

OPEB expense 

Merger. 

J. m,NNEIIY AlvD ASSOCIATES, INC. 
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3/93 

3193 

4193 

4/93 

9193 

9/93 

10193 

1194 

4194 

5194 

9/94 

9194 

10194 

10/94 

11/94 

11/94 

4195 

6/95 

6195 

93-01 -EL-EFC 

EC92-21000 
ER92-806-000 

92-1464ELAIR 

EC92-21000 
ER92-806-000 
(Rebuttal) 

93-1 13 

92-490, 

90-360-C 

U-17735 

92490A, 

U-20647 

U-20647 
(Surrebuttal) 

U-20178 

u-I 9904 
Initial Post-Merger 
Earnings Review 

u-17735 

3905-U 

525841 

U-19904 
Initial Post-Merger 
Earnings Review 
(Rebutlal) 

(Rebuttal) 

R-00943271 

U-17735 

3905-U 
Rebuttal 

(Direct) 
U-19904 

OH 

FERC 

OH 

FERC 

KY 

KY 

LA 

1A 

LA 

LA 

LA 

LA 

GA 

GA 

LA 

LA 

PA 

GA 

LA 

Ohio Industrial Energy 
Consumers 

Louisiana Public Service 
Commission Staff 

Air Products Armco Steel 
Industrial Energy 
Consumers 

Louisiana Public Service 
Commission 

Kentucky Industrial Utility 
Customers 

Kentucky Industrial Utility 
Customers and Kentucky 
Attorney Ganeral 

Louisiana Public Service 
Commission Staff 

Louisiana Public Service 
Cornmission Staff 

Louisiana Public Service 
Commission Staff 

Louisiana Public Service 
Commission Staff 

Louisiana Public Service 
Commission Staff 

Louisiana Public Service 
Commission Staff 

Georgia Public Service 
Commission Staff 

Georgia Public Service 
Commission Staff 

Louisiana Public Service 
Commission Staff 

Louisiana Public Service 
Cornmission Staff 

PP&L Industrial Customer 
Alliance 

Georgia Public Service 
Commission 

Louisiana Public Service 
Commission Staff 

Ohio Power Co. 

Gulf States Utililies 
/Entergy Corp. 

Cincinnati Gas & 
Electric Co. 

Gulf States Utilities 
Entergy Corp 

Kentucky Utilities 

Big Rivers Electric 
Corp. 

Cajun Electric Power 
Cooperative 

Gulf States Utilities 
c o  

Gulf States Utilities 
co. 

Louisiana Power & 
Light Co. 

Gulf Stales Utilities 
c o  

Cajun Electric Power 
Cooperative 

Southern Bell 
Telephone Co. 

Southern Bell 
Telephone Co. 

Gulf States Utilities 
co. 

Cajun Electric Power 
Cooperative 

Pennsylvania Power 
& tight Co. 

Soulhem Bell 
Telephone Co 

Gulf States Utilities 
co. 

Affiliate transactions, fuel 

Merger. 

Revenue requirements, phase-in plan. 

Merger. 

Fuel clause and coal contract refund. 

Disallowances and restitution for excessive fuel cosis, 
illegal and improper payments, recovery of mine 
closure costs. 

Revenue requirements, debt restructuring agreement, 
River Bend cost recovery 

Audit and investigation into fuel clause costs 

Nuclear and fossil unit performance, fuel costs, fuel 
clause principles and guidelines. 

Planning and quantification issues of least cost 
integrated resource plan. 

River Bend phase-in plan, deregulated asset plan, 
capital structure, other revenue requirement issues 

G&T cooperative ratemaking policies, exclusion of 
River Bend, other revenue requirement issues. 

Incentive rate plan, earnings review. 

Alternative regulation, cost allocation 

River Bend phase-in plan, deregulated asset plan, 
capital structure, other revenue requirement issues. 

G&T cooperative ratemaking policy, exclusion of 
River Bend, other revenue requirement issues 

Revenue requirements. Fossil dismantling, nuclear 
decommissioning. 

Incentive regulation, affiliate transaclions, revenue 
requirements, rate refund. 

Gas, coal, nuclear fuel costs, cantract prudence, 
baselfuel realignment. 

J. K E W D Y  AND ASSOCIATES, INC. 
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10195 95-02614 TN Tennessee Office of the BellSouth 
Attorney General Telecommunications, 
Consumer Advocate Inc. 

Louisiana Public Service 
Commission Staff co. 

Gulf States Utilities 

Affiliate transactions 

10195 11-21485 
(Direct) 

LA Nuclear O&M, River Bend phase-in plan, baselfuel 
realignment, NOL and AllMin asset deferred taxes, 
other revenue requirement issues 

Gas, coal, nuclear fuel costs, contract prudence, 
baselfuel realignment. 

Nuclear O&M, River Bend phase-in plan, basetfuel 
realignment, NOL and AltMin asset deferred taxes, 
other revenue requirement issues 

11195 

11195 

12195 

1/96 

U-19904 
(Surrebuttal) 

(Supplemental 
Direct) 

(Surrebuttal) 

U-21485 

U-21485 

95-299-EL-AIR 
95-300-EL-AIR 

Louisiana Public Service 
Cornmission Staff Co Division 

Louisiana Public Service 
Commission Staff co. 

Gulf States Utilities 

Gulf States Utilities 

OH Industrial Energy 
Consumers 

The Toledo Edison 
Co., The Cleveland 
Electric Illuminating 
Go. 

Central Power & Light 

Compelition, asset write-offs and revaluation, O M  
expense, other revenue requirement issues. 

2/96 PlJC Docket 
14965 

95-485-LCS 

8725 

TX Office of Public Utility 
Counsel 

City of Las Cruces 

The Maryland Industrial 
Group and Redland 
Genstar, Inc. 

Nuclear decommissioning. 

Stranded cost recovery, municipalization 

Merger savings, tracking mechanism, earnings 
sharing plan, revenue requirement issues. 

5196 

7/96 

NM 

MD 

El Paso Electric Co. 

Baltimore Gas & 
Electric Co., Potomac 
Etecfric Power Co., 
and Constellation 
Energy Corp. 

Entergy Gulf States, 
Inc. 

LA Louisiana Public Service 
Commission Siaff 

River Bend phase-in plan, baselfuel realignment, NOL 
and AitMin asset deferred taxes, other revenue 
requlrement Issues, allocation of 
regulatedhonregulated costs. 

Environmental surcharge recoverable costs. 

9196 
1 1/96 

U-22092 

(Surrebuttal) 
U-22092 

Kentucky Industrial Uillity 
Customers, Inc. Corp 

Philadelphia Area Industrial 
Energy Users Group 

Rig Rivers Electric 

PECO Energy Co. 

10196 

2/97 

96-327 KY 

PA Stranded cost recovery, regulatory assets and 
llabllllles, Intangible transition charge, revenue 
requirements 

Environmental surcharge recoverable costs, system 
agreements, allowance inventory, jurisdictional 
allocation. 

Price cap regulation, revenue requlrernents, rate of 
return. 

R-00973877 

3197 96489 Kentucky Industrial Utility 
Customers, Inc. 

Kentucky Power Co. 

MCI Telecommunications Southwestern Bell 
Corp., Inc., MClmetro Telephone Co. 
Access Transmission 
Services, Inc. 

Philadelphia Area Industrial 
Energy Users Group 

PECO Energy Co. 

6197 TO-97-397 MO 

Reslructuring, deregulation, stranded costs, 
regulatory assets, liabilities, nuclear and fossil 
decommissioning. 

Restructuring, deregulation, stranded costs, 
regulatory assets, liabilities, nuclear and fossil 
decommissioning 

6/97 R-00973953 PA 

PA R-00973954 PP&L Industrial Customer Pennsyivania Power 
Alliance &Light Co 

7/97 

J. KENNEDY AND ASSOCIATES, LNC. 
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7197 

8197 

8197 

10197 

10197 

10197 

11197 

11/97 

11/97 

11/97 

11/97 

12197 

2 2/97 

1/98 

2/98 

3198 

U-22092 

97-300 

R-00973954 
(Surrebuttal) 

97-204 

R-974008 

R-974009 

97-204 
(Rebuttal) 

U-22491 

R-00973953 
(Surrebuttal) 

R-973981 

R-974104 

R-973982 
(Surrebuttal) 

R-974104 
(Surrebuttal) 

U-22491 
(Surrebuttal) 

a774 

11-22092 
(Allocated 
Stranded Cost 
Issues) 

LA 

u 

PA 

KY 

PA 

PA 

KY 

LA 

PA 

PA 

PA 

PA 

PA 

LA 

MD 

LA 

Louisiana Public Service 
Commission Staff 

Kentucky Industrial Utility 
Customers, Inc. 

PP&L Industrial Customer 
Alliance 

Alcan Aluminum Gorp. 
Southwire Co 

Metropolitan Edison 
lnduslrial Users Group 

Peneiec Industrial 
Customer Alliance 

Alcan Aluminum Corp. 
Southwire Co. 

Louisiana Public Service 
Commission Staff 

Philadelphia Area Industrial 
Energy Users Group 

West Penn Power Industrial 
Intervenors 

Duquesne Industrial 
Intervenors 

West Penn Power Industrial 
Intervenors 

Duquesne Industrial 
Intervenors 

Louisiana Public Seivice 
Commission Staff 

Westvaco 

Louisiana Public Service 
Commission Staff 

Entergy Gulf States, 
Inc. 

Louisville Gas & 
Electric Co., 
Kentucky Ulilities Co 

Pennsylvania Power 
8 Light Co. 

Big Rivers Electric 
Gorp. 

Metropolitan Edison 
c o  

Pennsylvania Electric 
co. 

Big Rivers Electric 
Corp 

Entergy Gulf States, 
Inc 

PEG0 Energy Co 

West Penn Power 
co. 

Duquesne Light Co.. 

West Penn Power 
co. 

Duquesne Light Co. 

Entergy Gulf States, 
Inc. 

Potomac Edison Co. 

Entergy Gulf States, 
Inc. 

Depreciation rates and methodologies, River Bend 
phase-in plan 

Merger policy, cost savings, surcredit sharing 
mechanism, revenue requlrements, rate of return. 

Restructuring, deregulation, stranded costs, 
regulatory assets, liabilities, nuclear and fossil 
decommissioning 

Restructuring, revenue requirements, 
reasonableness. 

Restructuring, deregulation, stranded costs, 
regulatory assets, liabilities, nuclear and fossil 
decommissioning, revenue requirements 

Restructuring, deregulation, stranded costs, 
regulatory assets, liabilities, nuclear and fossil 
decommissioning, revenue requirements 

Restructuring, revenue requirements, reasonableness 
of rates, cost allocation. 

Allocation of regulated and nonregulated cosls, other 
revenue requirement issues. 

Restructuring, deregulation, stranded costs, 
regulatory assets, liabililies, nuclear and fossil 
decommissioning. 

Restructuring, deregulation, stranded costs, 
regulatory assets, liabilities, fossil decommissioning, 
revenue requirements, securitizaljon. 

Restructuring, deregulation, stranded costs, 
regulatory assets, liabilities, nuclear and fossil 
decommissioning, revenue requirements, 
securitization 

Restructuring, deregulation, stranded costs, 
regulatory assets, liabilities, fossil decommissioning, 
revenue requirements 

Restructuring, deregulation, stranded costs, 
regulatory assets, liabilities, nuclear and fossil 
decommissioning, revenue requiremenfs, 
securitizalion. 

Allocation of regulated and nonregulated costs, other 
revenue requirement issues. 

Merger of Duqussne, AE, customer safeguards, 
savings sharing. 

Restructuring, stranded costs, regulatory assets, 
securitization, regulatory mitigation. 

J. KENNEDY AND ASSOCIATES, INC. 
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3/98 839041 GA Georgia Natural Gas Atlanta Gas Light Co. Restructuring, unbundling, stranded costs, incentive 
Group, Georgia Textile 
Manufacturers Assoc. 

regulation, revenue requirements 

3/98 U-22092 LA Louisiana Public Service Entergy Gulf States, Restructuring, stranded costs, regulatory assets, 
(Allocated Commission Staff Inc. securitization, regulatory mitigation. 
Stranded Cost 
Issues) 
(Surrebuttal) 

10198 97-596 ME 

10198 93554 GA 

10198 U-I 7735 LA 

11/98 U-23327 LA 

12/90 U-23358 LA 

12/98 99-577 ME 

(Direct) 

1/99 98-10-07 CT 

3/99 U-23358 LA 
(Surrebuttal) 

3199 98.474 KY 

3/99 98-426 KY 

3/99 99-082 KY 

3/99 99-083 KY 

4/99 lJ-23358 LA 
(Supplemental 
Surrebuttal) 

4/99 99-03-04 CT 

4/99 99-0245 Ct 

5/99 98-426 KY 
99-082 
(Additional Direct) 

Maine Ofice of the Public 
Advocate 

Georgia Public Service 
Commission Adversary 
Staff 

Louisiana Public Service 
Commission Staff 

Louisiana Public Service 
Commission Staff 

Louisiana Public Sewice 
Commission Staff 

Maine Office of Public 
Advocate 

Connecticut Industrial 
Energy Consumers 

Louisiana Public Service 
Commission Staff 

Kentucky Industrial Utilily 
Cusiomers, Inc. 

Kentucky Industrial Utility 
Customers, Inc. 

Kentucky Industrial Utility 
Customers, lnc. 

Kentucky Industrial Utility 
Customers, Inc. 

Louisiana Public Service 
Commission Staff 

Connecticut Industrial 
Energy Consumers 

Conneclicut Industrial Utility 
Customers 

Kentucky Industrial Utility 
Customers, Inc. 

Bangor Hydro- 
Electric Co. 

Georgia Power Co 

Cajun Electric Power 
Cooperative 

SWEPCO, CSW 
and AEP 

Entergy Gulf States, 
Inc. 

Maine Public Service 
Go. 

United Illuminating 
CO. 

Entergy Gulf States, 
Inc 

Louisville Gas and 
Electric Co. 

Kentucky Utilities Co 

Louisville Gas and 
Electric Co. 

Kentucky Utilities Co. 

Entergy Gulf States, 
Inc. 

United illuminating 
Go. 

Connecticut Light and 
Power Go. 

Louisville Gas and 
Electric Co. 

Restructuring, unbundling, stranded costs, T&D 
revenue requlrements. 

Affiliate transactions. 

G&T cooperative ratemaking policy, other revenue 
requirement issues. 

Merger policy, savings sharing mechanism, affiliate 
transaction conditions. 

Allocation of regulated and nonregulated costs, tax 
issues, and other revenue requirement issues. 

Restructuring, unbundling, stranded mst, T&D 
revenue requirements 

Stranded costs, investment tax credit, accumulated 
deferred income taxes, excess deferred income 
taxes. 

Allocation of regulated and nonregulated costs, tax 
issues, and other revenue requirement issues. 

Revenue requirements, alternative forms of 
regulation. 

Revenue requirements, alternative forms of 
regulation 

Revenue requirements. 

Revenue requirements. 

Allocation of regulated and nonregulated cmfs, tax 
issues, and other revenue requirement issues. 

Regulatory assets and liabilities, stranded costs, 
recovery mechanisms. 

Regulatory assets and liabilities, stranded costs, 
recovery mechanisms. 

Revenue requirements, 

J. KENNEDY AM) ASSOCIATES, INC. 
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5/99 

5/99 

6/99 

6/99 

7/99 

7/93 

90-474 KY 
99-083 
(Additional Rirect) 

98-426 UY 
98-474 
(Response to 
Am end e d 
Applications) 

97-596 ME 

U-23358 LA 

99-03-35 CT 

U-23327 LA 

7/99 Y/-596 
S!Irrebuttal 

7/89 98-0452-€-GI 

8/99 98-577 
Surrebuttal 

8/99 98-426 
99-082 
Rebuttal 

8/99 90-474 
98-083 
Rebuttal 

Rebuttal 
8/99 90-0452-E-GI 

10/91) U-24’182 
Direct 

11/99 PlJC Docket 
21527 

ME 

wv 

ME 

KY 

KY 

wv 

LA 

TX 

Kentucky Industrial Utility 
Customers, Inc. 

Kentucky lnduslrial Utility 
Customers, Inc. 

Maine Ofiire of Public 
Advocate 

Louisiana Public Senrice 
Commission Staff 

Connecticut Industrial 
Energy Consumers 

Louisiana Public Service 
Commission Staff 

Maine M ice  of Public 
Advocate 

West Virginia Energy Users 
Group 

Maine ORice of Public 
Advocate 

Kentucky Industrial Utility 
Custcmers, Inc. 

Kentucky Industrial Utility 
Customers, Inc. 

West Virginia Energy Users 
Group 

Louisiana Public Senrice 
Commission Staff 

The Dallas-Fort Worth 
Hospital Council and 
Coalition of Independent 
Colleges and Universifes 

Kentucky Utilities Go. Revenue requirements. 

Louisville Gas and Alternative regulation 
Electric Go., 
Kentucky Utilities Co. 

Bangor Hydro- 
Electric Co. Industry reslruduring costs 

Entergy Gulf States, 
Inc. 

United Illuminating 
co. divestiture. 

Southwestern Electric 
Power Co , Central 
and South West 
Corp, American 
flectric Power Ca. 

Bangor Hydro- 
Electric Co. revenue requirements. 

Monongahela Power, 
Potomac Edlson, 
Appalachian Power, 
Wheeling Power 

Maine Public Sewlce 
c o  revenue requirements. 

Louisville Gas and Revenue requirements. 
Electric Co. 

Request for accounting order regarding electric 

Affiliate transactions, cost allocations. 

Stranded costs, regulatory assets, tax effects of asset 

Merger Settlement and Stipulation. 

Restructuring, unbundling, stranded cost, T&D 

Regulatory assets and liabilities 

Restructuring, unbundling, stranded costs, T&D 

Kentucky Utilities Co. Revenue requirements 

Monongahela Power, 
Potomac Edison, 
Appalachian Power, 
Wheeling Power 

Entergy Gulf States, 
lnc. 

TXU Electric 

Regulatory assets and liabilities. 

Allocalion of regulated and nonregulated costs, 
affiliate transactions, lax issues, and other revenue 
requirement issues. 

Restructuring, stranded costs, taxes, securitization 

J. KENNEDY AND ASSOCIATES, INC. 
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11/99 

01/00 

04/00 

05/00 

05/00 

05/00 

05/00 

07/00 

07/00 

08/00 

IO/OO 

10/00 

11/00 

12/00 

U-23358 
Surrebuttal 
Affiliate 
Transactions 
Review 

U-24182 
Surrebuttal 

99-1 2 12-EL-ETP 
99-1 213-EL-ATA 
99-12 14SL-AAM 

2000-1 07 

11-24182 
Supplemental 
Direct 

A-I 10550F0147 

99-1658-EL-ETP 

PlJC Docket 
22344 

U-21453 

U-24064 

SOAH Docket 

PUC Docket 
22350 

473-00-1 015 

R-00974104 
Affidavit 

P-00001837 
R-00974008 
P-00001838 
R-00974009 

U-2 1453, 
U-20925, 
U-22092 
(Subdocket C) 
Surrebuttal 

LA Louisiana Public Service Entergy Gulf States, Service company affiliate transaction costs 
Commission Staff lnc. 

LA 

OH 

Louisiana Public Service 
Commission Staff 

Entergy Gulf States, 
Inc. 

Allocation of regulated and nonregulated costs, 
affiliate transactions, tax issues, and other revenue 
requirement issues. 

Historical review, stranded costs, regulatory assets, 
liabilities. 

First Energy 
(Cleveland Electric 
Illuminating, Toledo 
Edison) 

Kentucky Power Co. 

Greater Cleveland Growth 
Association 

KY 

LA 

PA 

OH 

TX 

Kentucky Industrial Utility 
Customers, Inc. 

Louisiana Public Service 
Commission Staff 

ECR surcharge roll-in to base rates 

Entergy Gulf States, 
Inc 

Affiliate expense proforma adjustments. 

Philadelphia Area Industrial 
Energy Users Group 

AK Steel Corp 

PECO Energy Merger between PECO and Unicorn 

Cincinnati Gas & 
Electric Co. 

Statewide Generic 
Proceeding 

Regulatory transition costs, including regulatory 
assets and liabilities, SFAS 109, ADIT, EDIT, ITC 

Escalation of O&M expenses for unbundled T&D 
revenue requirements in projected test year. 

The Dallas-Fort Worth 
Hospital Council and The 
Coalition of Independent 
Colleges and Universities 

Louisiana Public Service 
Commission 

Louisiana Public Service 
Commission Staff 

LA 

LA 

TX 

SWEPCO Stranded costs, regulatory assets and liabilities. 

CLECO Affiliate transaction pricing ratemaking principles, 
subsidization of nonregulated affiliates, ratemaking 
adjustments. 

Reslnrcturing, T&D revenue requirements, mitigation, 
regulatory assets and liabilities. 

The Dallas-Fort Worth 
Hospital Council and The 
Coalition of Independent 
Colleges and Universifjes 

TXU Electric Co. 

PA 

PA 

Duquesne Industrial 
Intervenors 

Duquesne light Co. Final accounting for stranded costs, including 
treatment of auction proceeds, taxes, capital costs, 
switchback costs, and excess pension funding. 

Fmal accounting for stranded costs. including 
treatment of auction proceeds, taxes, regulatory 
assets and liabilities, transaction costs. 

Metropolitan Edison 
Industrial Users Group 
Penelec Industrial 
Customer Alliance 

Louisiana Public Service 
Commission Staff 

Metropolltan Edison 
Co., Pennsylvania 
Electric Co. 

LA SWEPCO Stranded costs, regulatory assets. 

J. KENNEDY AND ASSOCIATES, INC. 
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01/01 

01/01 

01/01 

01/01 

02/01 

03/01 

04/01 

04/01 

05/01 

07/01 

1 O / O l  

11/01 

U-24993 
Direct 

U-21453, 
U-20925, 
U.22092 
(Subdocket 9) 
Surrebunal 

Case No. 

Case No. 
2000439 

2000-386 

A-110300F0095 
A-1 10400F0040 

PO0001860 
PO0001861 

U-21453, 
U-20925, 
U-22092 
(Subdocket 8) 
Settlement Term 
Sheet 

U-21453, 
lJ-20925, 
U-22092 
(Subdocket E) 
Contested Issues 

U-21453, 
U-20925, 
U-22092 
(Subdocket 8) 
Contested Issues 
Transmission and 
Distribution 
Rebuttal 

U-2 1453, 
U-20925, 
U-22092 
(Subdocket 8) 
Transmission and 
Distribution 
Term Sheet 

14000-U 

1431 I-U 
Direct Panel with 
Bolin Killings 

LA Louisiana Public Service Entergy Gulf States, Allocation of regulated and nonregulated costs, tw 
Commission Staff Inc issues, and other revenue requirement issues. 

LA Louisiana Public Service Entergy Gulf States, Industry restructuring, business separation plan, 
Commission Staff Inc. organization structure, hold harmless conditions, 

financing. 

KY Kentucky Industrial UtNy 

KY Kentucky Industn’al Utility 

PA Met-Ed Industrial Users 

Customer;, lnc. 

Customers, Inc. 

Group, Penelec Industrial 
Customer Alliance 

Group, Penelec Industrial 
Customer Alliance 

LA Louisiana Public Service 
Commission Staff 

PA Met-Ed Industrial Users 

Louisville Gas & 
Electric Co. mechanism. 

Kentucky UtiliUes Co 

GPU, Inc FirstEnergy 
C o p  

Recovery of environmental costs, surcharge 

Recovery of environmental costs, surcharge 
mechanism. 

Meger, savings, reliability. 

Metropolitan Edison 
Co., Pennsylvania obligation. 
Electric Co. 

Entergy Gulf States, 
Inc overall plan structure. 

Recovery of costs due to provider of last resod 

Business Separation plan: settlement agreement on 

LA Louisiana Public Service Enlergy Gulf States, Business separation plan: agreements, hold harmless 
Commission Staff Inc. conditions, separations methodology. 

LA Louisiana Public Service Entergy Gulf States, Business separation plan: agreemenls, hold harmless 
Commission Staff Inc conditions, separalions methodology 

LA 

GA 

GA 

Louisiana Public Service 
Cornmission Staff Inc. T&D issues, agreements necessary to implement 

Entergy Gulf States, Business separation plan: settlement agreement on 

T&D separations, hold harmless conditions, 
separations methodology 

Georgia Public Service Georgia Power 
Commission Adversary Company recovery 
Staff 

Georgia Public Service 
Commission Adversary 
Staff capital. 

Revenue requirements, Rate Plan, fuel clause 

Atlanta Gas Light Co Revenue requirements, revenue forecast, O&M 
expense, depreciation, plant additions, cash working 

J. KENNEDY AND ASSOCIATES, INC. 
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11/01 

02/02 

U-25687 
Direct 

PUC Docket 
25230 

LA 

TX 

Louisiana Public Service 
Commission Staff Inc. 

The Dallas-Fort Worth TXU Electric 
Hospital Council and the 
Coalition of Independent 
Colleges and Universities 

Louisiana Public Service 
Cornmission Staff Inc. 

Georgia Public Service 
Commission Adversary 
Staff 

Georgia Public Service 
Commission Adversary 
Staff 

Entergy Gulf States, 

Entergy Gulf States, 

Atlanta Gas Light Co, 

Atlanta Gas Light Co. 

Revenue requirements, capital structure, allocation of 
regulated and nonregulated cosls, River Bend uprate. 

Stipulation. Regulatory assets, securitization 
financing. 

02/02 

03/02 

U-25687 
Surrebuttal 

Rebuttal Panel 
with Bolin Killings 

Rebunal Panel 
with Michelle 1. 
Thebert 

14312-U 

14311-U 

001 148-El 

LA 

GA 

Revenue requirements, corporate franchise tax, 
conversion to LLC, River Bend uprate 

Revenue requirements, earnings sharing plan, service 
quality standards. 

Revenue requirements, revenue forecast, ORM 
expense, depreciation, plant additions, cash working 
capital. 

03/02 GA 

South Florida Hospital and 
Healthcare Assoc. co. 

Florida Power R Lighl Revenue requiremenk. Nuclear life extension, storm 
damage accruals and reserve, capital structure, O&M 
expense. 

Revenue requirements, corporate franchise tax, 
conversion to LLC, River Bend uprate 

Business separation plan, T&D Term Sheet, 
separations methodologies, hold harmless conditions 

03/02 FL 

04/02 

04/02 

U-25687 (SUPPI. 
Surrebuttal) 

U-21453, 
U-20925 
11-22092 
(Subdocket C) 

EL01-88-000 

LA 

LA 

Louisiana Public Service 
Commission Inc. 

Louisiana Public Service SWEPCO 
Commission 

Entergy Gulf States, 

08/02 FERC Louisiana Public Service 
Commission 

Entergy Services, Inc 
and the Entergy 
Operating 
Companies 

Entergy Gulf Siates, 
Inc and Entergy 
Louisiana, Inc 

Kenlucky UtiliSes Co , 
Louisville Gas & 
Electric Co 

Kentucky Ulillties Co , 
Louisville Gas & 
Electric Co 

Kentucky Power Co 

Syslem Agreement, production cost equalization, 
tariffs. 

08/02 U-25888 LA Louisiana Public Service 
Commission Staff 

System Agreement, production cost disparities, 
prudence. 

Kentucky Industrial Utilities 
Customers, inc. 

Line losses and fuel clause recovery associated with 
off-system sales. 

09/02 

11/02 

2002-00224 
2002-00225 

KY 

KY 2002-00146 
2002-00147 

Kentucky Industrial Utilities 
Customers, Inc. 

Environmental compliance costs and surcharge 
recovery. 

KY 

KY 

Kentucky Industrial Utilities 
Customers, Inc. 

Environmental compliance costs and surcharge 
recovery. 

Extension of merger surcredit, flaws in Companies' 
studies. 

0 1/03 

04/03 

2002-001 69 

2002-00429 
2002-00430 

Kentucky industrial Utilities 
Customers, Inc. Louisville Gas & 

Louisiana Public Service 
Commission Staff Inc. 

Kentucky Ulilities Co., 

Eleclric Co. 

Entergy Gulf States, Revenue requirements, corporate franchise tax, 
conversion to LLC, capital structure, post-test year 
adjustments 

04/03 U-26527 LA 

J. KENNEDY AM[) ASSOCIATES, INC. 
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06/03 

06103 

1 1/03 

13/03 

12/03 

12103 

12/03 

03/04 

03104 

03/04 

03/04 

05/04 

EL01-88-000 
Rebuttal 

2003-00068 

ER03-753-000 

ER03583-000, 
ER03.583-001, 
ER03-583-002 

ER03-681-000, 
ER03-681-001 

ER03-682-000, 
ER03-682-001, 
ER03-682-002 

ER03-744-000, 
ER03-744401 
(Consolidated) 

11-26527 
Surrebuttal 

2003-0334 
2003-0335 

U-27136 

U-26527 
Supplemental 
Surrebuttal 

2003-00433 

2003-00434 

SOAH Docket 

PUC Docket 
29206 

473 -04-2459 

04-169-EL-UNC 

FERC Louisiana Public Service 
Commission 

KY Kentucky lnduslrial Utility 
Customers 

FERC Louisiana Public Service 
Commission 

FERC Louisiana Public Service 
Commission 

Entergy Services, Inc 
and the Entergy 
Operating 
Companies 

Kentucky Utilities Co 

Entergy Services, Inc 
and the Entergy 
Operating 
Companies 

Entergy Services, 
Inc., the Entergy 
Operating 
Companies, EWO 
Marketing, L P, and 
Entergy Power, Inc 

System Agreement, production cost equalizalion, 
tariffs. 

Environmental cost recovery, correction of base rate 
error. 

Unit power purchases and sale cost-based t a i l  
pursuant to System Agreement. 

Unit power purchases and sale agreements, 
contractual provisions, projected costs, levelized 
rates, and formula rates. 

!A 

KY 

LA 

!A 

KY 

KY 

TX 

OH 

Louisiana Public Service 
Commission Staff Inc. conversion lo LLC, capital structure, post-test year 

Kenlucky Industrial Utility Kentucky Utilities Co , Earnings Sharing Mechanism 
Customers. Inc Louisville Gas & 

Electric Co. 

Louisiana Public Service Entergy Louisiana, 
Commission Staff Inc. and conditions. 

Louisiana Public Service Entergy Gulf Stales, 
Commission Slaff Iilc conversion to LLC, capital structure, post-test year 

Kentucky Industrial Utility 
Customets, inc Electric Co. expense, deferrals and amortization, earnings sharing 

Kentucky Industrial Utility 
Customers, Inc 

Cities Served by Texas- 
New Mexico Power Co Power Co. ITC, ADIT, excess earnings. 

Entergy Gulf States, Revenue requirements, corporate franchise tax, 

adjustments. 

Purchased power contracts between affiliates, terms 

Revenue requirements, corporate franchise tax, 

adjustments. 

Revenue requirements, depreciation rates, O&M 

mechanism, merger surcredit, VDT surcredit. 

Revenue requirements, depreciation rates, O&M 
expense, deferrals and amortization, earnings sharing 
mechanism, merger surcredit, VDT surcredit. 

Stranded costs true-up, including valuation issues, 

Louisville Gas & 

Kentucky lltilities Co. 

Texas-New Mexico 

Ohio Energy Group, Inc. Columbus Southern 
Power Co. & Ohio earnings. 
Power Co. 

Rate stabilization plan, deferrals, T&D rate increases, 

J. MIENNEDY AND ASSOCIATES, IWC. 
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06/04 SOAH Docket TX 
473-04-4555 
PUC Docket 
29526 

08/04 SOAH Docket TX 
473-04-4555 
PUC Docket 
29526 
(Suppl Direct) 

09/04 11-23327 LA 
Subdocket B 

10104 U-23327 !A 
Subdocket A 

12/04 Case Nos. KY 
2004-00321, 
2004-00372 

01/05 30485 TX 

02/05 186384 GA 

02105 186384 GA 
Panel with 
Tony Wackerly 

02105 186384 GA 
Panel with 
Michelle Thebert 

03/05 Case Nos. KY 
200400426, 
200450421 

06/05 200500068 KY 

06/05 050045-El FL 

08/05 31056 TX 

09/05 2029841 GA 

Houston Council for Health 
and Education Houston EIectric 

CenterPoin! Energy 

Houston Council for Health 
and Education Houston Electric 

CentePoint Energy 

Louisiana Public Service SWEPCO 
Commission Staff 

Louisiana Public Service SWEPCO 
Commission Staff 

Gallatin Steel Co. East Kentucky Power 
Cooperative, Inc., Big 
Sandy Recc, et al. 

CenterPoint Energy Houston Council for Health 
and Education Houston Eleclric, LLC 

Georgia Public Senrice 
Commission Adversary 
Staff 

Georgia Public Service 
Commission Adversary 
Staff 

Georgia Public Service 
Commisslon Adversary 
Staff 

Kentucky Industrial Utility 
Customers, inc. Louisville Gas & 

Atlanta Gas Light Co 

Atlanta Gas Light Co 

Atlanta Gas Light Co. 

Kentucky Utilities Co., 

Electric 

Kentucky Industrial Utility 
Customers. Inc. 

Kentucky Power Co. 

South Florida Hospitd and 
Heallthcare Assoc. CO. 

Florida Power & Light 

Alliance for Valley AEP Texas Central 
Healthcare CO. 

Georgia Public Service 
Commission Adversary 
Staff 

Atmos Energy Corp. 

~ ~~~~~ -- 

Stranded costs true-up, including valuation issues, 
ITC, EDIT, excess mitigation credits, capacity auction 
true-up revenues, interest 

Interest on stranded cost pursuant to Texas Supreme 
Court remand. 

Fuel and purchased power expenses recoverable 
through fuel adjustment clause, trading activities, 
compliance with terms of various LPSC Orders. 

Revenue requirements. 

Environmental cost recovery, qualified costs, TIER 
requirements, cost allocation. 

Stranded cast truaup including regulatory Central Co. 
assets and liabilities, ITC, EDIT, capacity auction, 
proceeds, excess mitigation credits, retrospective and 
prospective ADIT. 

Revenue requirements. 

Comprehensive rate plan, pipeline replacement 
program surcharge, performance based rate plan. 

Energy conservation, economlc development, and 
tariff issues. 

Environmental cost recovery, Jobs Creation Act of 
2004 and $199 deduction, excess common equity 
ratio, deferral and amortization of nonrecurring O&M 
expense. 

Environmental cost recovery, Jobs Creation Act of 
2004 and $199 deduction, margins on allowances 
used for AEP system sales. 

Storm damage expense and reserve, RTQ costs, 
O&M expense projections, return on equity 
performance incentive, capital structure, selective 
second phase post-test year rate increase. 

Stranded cost true-up including regulatory assets and 
liabilities, ITC, EDIT, capacity auction, proceeds, 
excess mitigation credits, retrospective and 
prospective ADIT 

Revenue requirements, mil-in of surcharges, cost 
recovery through surcharge, reporting requirements 

J. BXNNEDY AND ASSOCIATES, mC. 
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09/05 202984 GA Georgia Public Sewice ALmos Energy Corp. Affiliate transacCions, cost allocations, capitalization, 
Panel with Commission Adversary cost of debt. 
Victoria Taylor Staff 

lr3105 04-42 DE Delaware Public Service Ariesian Water Co. Allocation of tax net operating losses between 
Commission Staff regulated and unregulated. 

11/05 2005-00351 Ky Kentucky Industrial Utility Kentucky Utilities Co., Workforce Separation Program cost recovery and 
2005-00352 Customers, Inc. Louisville Gas & shared savings through VDT surcredit. 

Electric 

01/06 2005-00341 KY Kentucky Industrial Utility Kentucky Power Co. System Sales Clause Rider, Environmental Cost 
Customers, Inc. Recovery Rider. Net Congestion Rider, Storm 

damage, vegetation management program, 
depreciation, off-system sales, maintenance 
normalization, pension and OPEB. 

03/06 PUC Docket 
3 1994 

05/06 31994 
Supplemental 

03/06 U-21453, 
U-20925, 
U-22092 

03\06 NOPR Reg 
104365-OK 

04106 U-25116 

07/06 R-00061366, 
Et  at. 

07/06 U-23327 

08/06 U-21453, 
U-20925, 
U-22092 
(Subdocket J) 

Franklin County 
Court Affidavit 

Subdocket A 
Reply Testimony 

11/06 05CVH03-3375 

12/06 11.23327 

03/07 11-29764 

03/07 PUC Docket 
33309 

TX 

TX 

LA 

IRS 

LA 

PA 

LA 

LA 

OH 

LA 

LA 

TX 

Cities 

Cities 

Texas-New Mexico 
Power Co. or change. 

Texas-New Mexico 
Power Co. 

S!randed cost recovery through competition transition 

Retrospective ADFIT, prospeclive ADFIT. 

Louisiana Public Service Entergy Gulf States, Jurisdictional separation plan, 
Commission Staff Inc. 

Alliance for Valley Heallh 
Care and Houston Council 
for Health Education 

Louisiana Public Service Entergy Louisiana, 
Cornmisslo? Staff Inc Affiliate transactions 

Met-Ed Ind. Users Group 
Pennsylvania Ind. Co., Pennsylvania mandated programs costs, storm damage costs 
Custcmer Alliance Electric Co 

Louisiana Public Service Southwestern Eleclric 
Commission Stafi Power Co. proposal. 

Loulsiana Public Service Entergy Gulf States, Jurisdictional separation plan 
Commission Staff Inc. 

AEP Texas Central 
Company and 
CenterPohi Energy 
Houston Electric or deregulated 

Proposed Regulations affecting flow- through to 
ratepayers of excess deferred income taxes and 
invesiment tax credits on generation plant that is sold 

2002-2004 Audit of Fuel Adjustment Clause Filings 

Recovery of NUG-related stranded costs, government Metropoliian Edison 

Revenue requirements, formula rate plan, banking 

Various Taxing Aulhoriljes 
(Non-Utility Proceeding) Depariment of manufactured equipment and capitalized plant 

Louisiana Public Service 
Commission Staff Power Co. proposal. 

Stab of Ohio 

Revenue 

Southwestern Electric 

Accouniing for nuclear fuel assemblies as 

Revenue requirements, formula rate plan, banking 

Louisiana Public Service 
commission Staff Inc., Entergy equalization remedy receipts 

Entergy Gulf States, 

Louisiana, LLC 

Jurisdictional allocation of Entergy System Agreement 

Cilies AEP Texas Ceniral 
co transmission and distribution costs. 

Revenue requirements, including funclionalization of 

J. KENNEDY AND ASSOCIATES, PNC. 
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03/07 PUC Docket 
33310 

03/07 2006-00472 

03/07 U-29157 

04/07 U-29764 
Supplemental 
and Rebuttal 

Affidavit 
04/07 ER07-682-000 

04/07 ER07-684-000 
Affidavit 

05/07 ER07-682-000 
Affidavit 

06/07 U-29764 

07/07 2006-00472 

07/07 ER07-956000 
Affdavit 

10/07 05UR-103 
Direct 

10107 05-UR-103 
Surrebuttal 

TX 

KY 

LA 

LA 

FERC 

FERC 

FERC 

LA 

KY 

FERC 

WI 

WI 

10107 25060-U GA 
Direct 

11/07 06-0033-E-CN WV 
Direct 

Cities 

Kentucky Industrial Utility 
Customers, Inc. 

Louisiana Public Service 
Cornmission Staff 

Louisiana Public Service 
Commission Staff 

Louisiana Public Service 
Commission 

Louisiana Public Service 
Commission 

Louisiana Public Service 
Commission 

Louisiana Public Service 
commission Staff 

Kentucky Industrial Utility 
Customers, Inc. 

Louisiana Public Service 
Commission 

Wisconsin Industrial 
Energy Group 

Wisconsin Industrial 
Energy Group 

Georgia Public Service 
Commission Public 
Interest Adversary Staff 

West Virginia Energy 
Users Group 

AEP Texas North Co. 

East Kentucky Power 
Cocperative 

Clem Power, LLC 

Entergy Gulf States, 
Inc., Entergy 
Louisiana, LLC 

Entergy Services, Inc. 
and the Entergy 
Operating 
Companies 

Entergy Services, Inc. 
and the Entergy 
Operating 
Companies 

Entergy Services, lnc. 
and the Entergy 
Operating 
Companies 

Entergy Louisiana, 
LLC, Entergy Gulf 
States, Inc. 

East Kentucky 
Power Cooperative 

Entergy Services, 
Inc. 

Wisconsin Eleclric 
Power Company, 
Wisconsin Gas, LLC 

Wisconsin Electric 
Power Company, 
Wisconsin Gas, LLC 

Georgia Power 
Company 

Appalachian Power 
Company 

Revenue requirements, including functionalization of 
transmissian and distribulion costs. 

Interim rate increase, RUS loan covenants, credit 
facility requirements, financial condition 

Permanent (Phase II) storm damage cost recovery. 

Jurisdictional allocation of Entergy System Agreement 
equalization remedy receipts. 

Allocation of intangible and general plant and A&G 
expenses to production and state income tax effects 
on equalization remedy receipts. 

Fuel hedging costs and compliance with FERC 
USOA. 

Allocation of intangible and general plant and A&G 
expenses to production and account 924 effects on 
MSS-3 equalization remedy payments and receipts 

Show cause for violating LPSC Order on fuel hedging 
Costs. 

Revenue requiremenis. post-test year adjustments, 
TIER, surcharge revenues and costs, financial need. 

Storm damage costs related to Hurricanes Katrina 
and Rita and effects of MSS-3 equalization 
payments and receipts. 

Revenue requirements, carrying charges on CWIP, 
amortization and return on regulatory assets, 
working capital, incentive compensation, use of rate 
base in lieu of capitalization, quantification and use 
of Point Beach sale proceeds. 

Revenue requirements, carrying charges on CWIP, 
amortization and return on regulatory assets, 
working capital, incentive compensation, use of rate 
base in lieu of capitalization, quantification and use 
of Point Beach sale proceeds. 

Affiliate costs, Incentive compensation, consolidated 
income taxes, $199 deduction. 

IGCC surcharge during construction period and 
post-in-service date 

J. KENNEDY AND ASSOCIATES, ZNC. 
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11107 ER07-682-000 FERC 
Direct 

Louisiana Public Service 
Commission 

Entergy Services, 
Inc. and the Entergy 
Operating 
Companies 

Entergy Services, 
Inc. and !he Entergy 
Operating 
Companies 

Ohio Edison 
Company, Cleveland 
Electric Illuminating 
Company, Toledo 
Edison Company 

Entergy Services, 
Inc. and !he Entergy 
Operating 
Companies 

Functionalization and allocation of Intangible and 
general plant and A&G expenses. 

01/08 ER07-682-000 FERC 
Cross-Answering 

Louisiana Public Service 
Commission 

Functionalization and alfocation of intangible and 
general plant and A&G expenses. 

0 1/08 07-551-EL-AIR OH 
Direct 

Ohio Energy Group, Inc. Revenue requirements. 

Functionalization of expenses in account 923; storm 
damage expense and accounts 924,228 1,182 3, 
254 and 407.3; tax NOL carrybacks in accounts 165 
and 236; ADIT; nuclear service lives and effect on 
depreciation and decommissioning 

Functionalizalion of expenses in account 923; storm 
damage expense and accounts 924,228 1,182.3, 
254 and 407.3; tax NOL carrybacks in accounts 165 
and 236; ADIT; nuclear service lives and effect on 
depreciation and decommissioning 

Merger surcredit 

02/08 ER07-956-000 FERC 
Direct 

Louisiana Public Service 
Commission 

Louisiana Public Service 
Commission 

Entergy Services, 
Inc. and the Entergy 
Operating 
Companies 

03108 ER07-956-000 FERG 
Cross-Answering 

04/08 

04/08 

2007-00562, KY 
2007-00563 

Kentucky tndustrial Utilily 
Customers, lnc. 

Kentucky Utilities 
Co., Louisville Gas 
and Electric Co. 

SCANA Energy 
Marketing, Inc. 

26837 GA 
Direct Panel with 
Thomas K Bond, 
Cynthia Johnson, 
and Michelle 
Thebert 

Georgia Public Service 
Commission Staff 

Rule Nisi complaint. 

05/08 26837 GA 
Rebuttal 
Panel with 
Thomas K. Bond, 
Cynthia Johnson, 
and Michelle 
Thebert 

Georgia Public Service SCANA Energy Rule Nisi complaint 
Commission Staff Marketing, Inc. 

05/08 26837 GA 
Supplemental 
Rebuttal 
Panel with 
Thomas K. Bond, 
Cynthia Johnson, 
and Michelle 
Thebert 

Georgia Public Service SCANA Energy Rule Nisi complaint. 
Commission Staff Marketing, lnc. 

J. KENNEDY AND ASSOCIATES, INC. 
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06/08 

07/08 

07/08 

08/08 

08/08 

08108 

08/08 

09108 

09/08 

10108 

10108 

11/08 

11108 

12/08 

01/09 

01/09 

2008-001 15 

271 63 
Direct 

27163 
Panel with 
Victoria Taylor 

Direct 

Direct 

Rebuttal 

Direct 

6680-CE-170 

6680-UR-116 

6680-VR-116 

6690-UR-119 

6690-UR-1 I 9  
Surrebuttal 

08-935-EL-SSO, 
08-918-EL-SSO 

08-917-ELSSO 

2007-564, 
2007-565, 
2008-251 
2008-252 

ELO8-51 

35717 

27800 

ER08-1056 

ER08-1056 
Supplemental 
Direct 

KY 

GA 

GA 

wi 

WI 

WI 

WI 

w1 

OH 

OH 

KY 

FERC 

TX 

GA 

FERC 

FERC 

Kentucky Industrial Utility 
Customers, lnc. 

Georgia Public Service 
Commission Public 
Interest Advocacy Staff 

Georgia Public Service 
Commission Public 
Interest Advocacy Staff 

Wisconsin Industrial 
Energy Group, Inc. 

Wisconsin Industrial 
Energy Group, Inc. 

Wisconsin Industrial 
Energy Group, Inc. 

Wisconsin Industrial 
Energy Group, Inc. 

Wisconsin Industrial 
Energy Group, Inc. 

Ohio Energy Group, Inc 

Ohio Energy Group, Inc. 

Kentucky Industrial Utility 
Customers, Inc. 

Louisiana Public Service 
Commission 

Cities Served by Oncor 
Delivery Company 

Georgia Public Service 
Cornmission 

Louisiana Public Service 
Commission 

Louisiana Public Service 
Commission 

East Kentucky 
Power Cooperative, 
Inc. 

Atmos Energy Corp. 

Environmental surcharge recoveries, including costs 
recovered in existing rates, TIER. 

Revenue requirements, including projected test year 
rate base and expenses 

Atmos Energy Corp. 

Wisconsin Power 
and Light Company 

Wisconsin Power 
and Light Company 

Wisconsin Power 
and Light Company 

Wisconsin Public 
Service Co:p. 

Wisconsin Public 
Service Corp. 

First Energy 

AEP 

Louisville Gas and 
Electric Co., 
Kentucky Utilities 
Company 

Entergy Services, 
Inc. 

Oncor Delivery 
Company 

Georgia Power 
Company 

Entergy Services, 
Inc. 

Entergy Services, 
lnc. 

Affiliate transactions and division cost allocations, 
capital structure, cost of debt. 

Nelson Dewey 3 or Colombia 3 fixed financial 
parameters. 

CWlP in rate base, labor expenses, pension 
expense, financing, capital structure, decoupling 

Capital structure. 

Prudence of Weston 3 outage, incentive 
compensation, Crane Creek Wind Farm incremental 
revenue requirement, capital structure 

Prudence of Weston 3 outage, Section 199 
deduction. 

Standard service offer rates pursuant to electric 
security pian, significantly excessive earnings test 

Standard service offer rates pursuant to electric 
security plan, significantly excessive earnings test 

Revenue forecast, affiliate costs, depreciation 
expenses, federal and state income tax expense, 
capitalization, cost of debt, 

Spindlelop gas storage facilities, regulatory asset 
and bandwidth remedy 

Recovery of old meter costs, asset ADFIT, cash 
working capital, recovery of prior year restructuring 
costs, levelized recovery of storm damage costs, 
prospective storm damage accrual, consolidated tax 
savings adjustment. 

AFUOC versus CWlP in rate base, mirror CWIP, 
certification cost, use of short term debt and trust 
preferred financing, CWlP recovery, regulatory 
incentive 

Entergy System Agreement bandwidth remedy 
calculations, including depreciation expense, ADIT, 
capital structure. 

Blytheville leased turbines; accumulated 
depreciation. 

J. KENNEDY AND ASSOCIATES, INC. 
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02/09 

02/09 

03109 

03/09 

04/09 

04109 

04/09 

05/09 

06/09 

07/09 

08109 

08/09 

09/09 

09/09 

EL08-51 
Rebuttal 

Direct 
2008-00409 

ER08-1056 
Answering 

U-21453, 
11-20925 
U-22092 
(Subdocket J) 

U-21453, 
U-20925 
U-22092 
(Subdocket J) 
Rebutlal 

2009-00040 
Direct-Interim 
(Oral) 

PUC Dockef 
36530 

ER08-1056 
Rebuttal 

2009-00040 
Direct- 
Permanent 

080677-El 

U-21453, 
U-20925, 
U-22092 
(Subdocket J) 
Supplemental 
Rebuttal 

8516 and 29950 

05UR-104 
Direct and 
Surrebuttal 

09AL-299E 

FERC 

KY 

FERC 

LA 

LA 

KY 

TX 

FERC 

KY 

FL 

LA 

GA 

WI 

co 

Louisiana Public Service 
Commission 

Kentucky Industrial Utility 
Customers, Inc. 

Louisiana Public Service 
Commission 

Louisiana Public Service 
Commission Staff 

Louisiana Public Service 
Commission Staff 

Kentucky Industrial Utility 
Customers, lnc. 

State Office of 
Administrative Hearings 

Louisiana Public Service 
Commission 

Kentucky Industrial lltilily 
Customers, Inc. 

South Florida Hospital and 
Healthcare Associaiion 

Louisiana Public Service 
Commisslon 

Georgia Public Service 
Commission Staff 

Wisconsin Industrial 
Energy Group 

CF&I Steel, Rocky 
Mountain Steel Mills LP. 
Climax Molybdenum 
Company 

Entergy Services, 
Inc. 

East Kentucky 
Power Cooperative, 
Inc. 

Entergy Services, 
Inc. 

Entergy Gulf States 
Louisiana, LLC 

Entergy Gulf States 
Louisiana, LLC 

Big Rivers Electric 
Corp. 

Oncor Eleclric 
Delivery Company, 
LLC 

Entergy Services, 
Inc. 

Big Rivers Electric 
Corp. 

Florida Power & 
Light Company 

Entergy Gulf States 
Loulsiana, LLC 

Atlanta Gas Light 
Company 

Wisconsin Electric 
Power Company 

Public Service 
Company of 
Colorado 

Spindietop gas storage facilities regulatory asset 
and bandwidth remedy. 

Revenue requiremenls. 

Entergy System Agreement bandwidth remedy 
calculations. including depreciation expense, ADIT, 
capital structure. 

Violation of EGSl separation order, ET1 and EGSL 
separation accounting, Spindletop regulatory asset. 

Violation of EGSl separation order, ET1 and EGSL 
separation accounting, Spindletop regulatory asset 

Emergency interim rate increase; cash 
requirements. 

Rate case expenses. 

Entergy System Agreement bandwidth remedy 
calculations, including depreciation expense, ADIT, 
capital structure, 

Revenue requirements, TIER, cash Row. 

Multiple test years, GBRA rider, forecast 
assumptions, revenue requirement, O&M expense, 
depreciation expense, Economic Stimulus Bill, 
capital structure. 

Violation of EGSl separation order, ET1 and EGSL 
separation accounting, Spindletop regulatory asset. 

Modification of PRP surcharge to include 
infrastructure costs 

Revenue requirements, incentive compensation, 
depreciation, deferral mitigation, capital structure, 
cost of debt. 

Forecasted test year, historic test year, proforma 
adjustments for major plant additions, fax 
depreciation 

J. KENNEDY AND ASSOCIATES, INC. 
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09/09 

10109 

6680-UR-1 I7 
Direct and 
Surrebuttal 

09A-415E 

WI 

CO 

Wisconsin Industrial 
Energy Group 

Wisconsin Power 
and Light Company 

_ _ _ ~  ~~ ~~ -- 
Revenue requirements, CWiP in rate base, deferral 
mitigafion, payroll, capacity shutdowns, regulatory 
assets, rate of return 

Cost prudence, cost sharing mechanism. Cripple Creek & Victor 
Gold Mining Company, et 
al. 

Louisiana Public Service 
Commission 

Black HillslCO 
Electric Utility 
Company 

Entergy Services, 
Inc. 

10109 EL09-50 
Direct 

LA 

KY 

Waterford 3 saleleaseback accumulated deferred 
income taxes, Entergy System Agreement 
bandwidth remedy calculations. 

Trimble County 2 depreciation rates. 10109 2009-00329 Kentucky Industrial Utility 
Customers. Inc. 

Louisville Gas and 
Electric Company, 
Kentucky Utilities 
Company 

Appalachian Power 
Company 

Entergy Services, 
lnc 

12/09 

12/09 

PUE-2009-00030 VA 

FERC 

Old Dominion Committee 
for Fair Utility Rates 

Louisiana Public Service 
Commission 

Return on equity incentive. 

ER09-1224 
Direct 

Hypothetical versus actual costs, out of period costs, 
Spindletop deferred capital costs, Waterford 3 
saleheaseback ADIT. 

Hypothetical versus actual costs, out of period costs, 
Spindletop deferred capital costs, Waterford 3 
saleleaseback ADIT. 

Waterford 3 salelleaseback accumulated deferred 
income taxes, Entergy System Agreement 
bandwidth remedy calculations. 

Hypothetical versus actual costs, out of period costs, 
Spindletop deferred capital costs, Waterford 3 
salelleaseback ADIT. 

Revenue requirement issues. 

FERC 

LA 

FERC 

Louisiana Public Service 
Commission 

Entergy Services, 
Inc. 

O l l i O  

01/10 

02/10 

ER09-1224 
Cross-Answering 

EL0960 
Rebuttal 

Louisiana Public Servlce 
Cornmission 

Entergy Services, 
Inc 

ER09-1224 
Final 

Louisiana Public Service 
Commission 

Entergy Seivices, 
Inc. 

02/10 30442 
Wackerly-Kollen 
Panel 

30442 
McBride-Kollen 
Panel 

2009-00353 

GA 

GA 

KY 

Georgia Public Service 
Cornmission Staff 

Atmos Energy 
Corporation 

Georgia Public Service 
Cornmission Staff 

Atmos Energy 
Corporation 

Afiliateldivision transaclions, cost allocation, capital 
structure. 

02/10 

02/10 Ratemaking recovery of wind power purchased power 
agreements. 

Kentucky lnduslrial Utility 
Customers, Inc. 

Louisville Gas and 
Electric Company, 
Kentucky Utilities 
Company 

Kentucky Power 
Company 

Minnesota Power 

03/10 

03/10 

03110 

2009-00545 KY 

MN 

FERC 

Kentucky lndusbiai Utility 
Customers, Inc. 

Large Power tntervenen 

Ratemaking recovely of wind power purchased power 
agreement. 

Revenue requirement issues, cost overruns on 
environmental retrofit project. 

Deprecialion expense and effects on System 
Agreement tariffs. 

EL1055 Louisiana Public Service 
Commission 

Entergy Services, Inc. 
and the Entegy 
Operating 
Companies 

J. KENNEDY AND ASSOCIATES, INC. 
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Date Case Jurisdict. Party Utility Subject 

Exhibit -(LK-l) 
Page 25 of 27 

04/10 

04/10 

0811 0 

08/10 

08/10 

0911 0 

09/10 

09/10 

09/10 

11/10 

09/10 

1011 0 

2009-00459 

2009-00458, 
2009-00459 

31647 

31647 
Wackerly-Kollen 
Panel 

2010-00204 

38339 
Direct and 
Cross-Rebtittai 

EL1 0-55 

201000167 

U-23327 
Subdocket E 
Direct 

RebJal 
U-23327 

U-31351 

10-1 261 EL-UNC 

KY 

KY 

GA 

GA 

KY 

TX 

FERC 

KY 

LA 

LA 

LA 

OH 

1011 0 10-0713-E-PC WV 

10110 11-23327 LA 
Subdocket F 
Direct 

Kentucky Industrial Utility 
Customers, Inc. 

Kentucky Industrial Utility 
Customers, Inc. 

Georgia Public Service 
Commission Staff 

Georgia Public Service 
Commission Staff 

Kentucky industrial Utility 
Customers, Inc. 

Gulf Coast Coalition of 
Cities 

Louisiana Public Service 
Commission 

Gallatin Steel 

Louisiana Public Service 
Commission 

Louisiana Public Service 
Commission 

Louisiana Public Service 
commission Staff 

Ohio OCC, Ohio 
Manufacturers Association, 
Ohio Energy Group, Ohio 
Hospital Association, 
Appalachian Peace and 
Justice Network 

West Virginia Energy Users 
Gnup 

Louisiana Public Service 
Commission Staff 

Kentucky Power 
Company 

Kentucky Utilities 
Company, Louisville 
Gas and Electric 
Corn p a n y 

Atlanta Gas Light 
Company 

Atlanta Gas light 
Company 

Louisville Gas and 
Electric Company, 
Kentucky Utilities 
Company 

CenterPoint Energy 
Houston Electric 

Entergy Services, 
Inc, and the Entergy 
0 per a tin g 
Companies 

East Kentucky 
Power Cooperative, 
Inc. 

SWEPCO 

SWEPCO 

SWEFCO and Valley 
Electric Membership 
Cooperative 

Columbus Southern 
Power Company 

Compaiy, the 
Potomac Edison 
Pcwer Company 

SWEPCO 

Revenue requirement issues. 

Revenue requirement issues. 

Revenue requirement and synergy savings issues 

Affiliate transaction and Customer First program 
issues. 

PPL acquisition of E.ON US. (LG&E and KU) 
conditions, acquisition savings, sharing deferral 
mechanism. 

Revenue requirement issues, including consolidated 
tax savings adjustment, incentive Compensation FIN 
48; AMS surcharge including roll-in to base rates; rate 
case expenses. 

Depreciation rates and expense input effects on 
System Agreement tariffs. 

Revenue requirements. 

Fuel audit SO2 allowance expense, variable O&M 
expense, off-system sales margin sharing 

Fuel audit: SO2 allowance expense, variable O&M 
expense, off-system sales margin sharing. 

Sale of Valiey assels to SWEPCO and dissolulion of 
Valley. 

Significantly excessive earnings test 

Merger of First Energy and Allegheny Energy 

AFUDC adjustments in Formula Rate Plan. 

J. KENNEDY AND ASSOCIATES, INC. 



Expert Testimony Appearances 
of 

Lane Kollen 
as of February 2012 

Date Case Jurisdict. Patty Utility Subject 

Exhi bit -(LK- ) 
Page 26 of 27 

11/10 

12/10 

01111 

0311 I 

0411 1 

0411 1 

0411 1 

0511 1 

05/11 

0511 1 

C6/11 

07/1 I 

07/11 

0711 1 

0811 1 

0811 1 

0811 1 

EL10-55 
Rebuttal 

ER10-1350 
Direct 

ER10-1350 
Cross-Answering 

ER10-2001 
Direct 
CrossAnswering 

Subdocket E 
U-23327 

38306 
Direct 
Supplemental 
Direct 

114274-E-GI 

201 1-00036 

29849 

ER11-2161 
Direct and 
Answering 

PUE-2011~00027 

11-346-EL-SSO 
11-348EL-SSO 
11-349-EL.AAM 
11-350-EL-AAM 

ER-I 1-2761 
CrossAnswering 

tl-23327 
Subdocket F 
Rebuttal 

05-UR-105 

FERC 

FERC 

FERC 

FERC 

LA 

TX 

wv 

KY 

GA 

FERC 

VA 

OH 

FERC 

LA 

WI 

Louisiana Public Service 
Commlssion 

Louisiana Public Service 
Commission 

Louisiana Public Service 
Commission 

Louisiana Public Service 
commission 

Louisiana Public Service 
Commission Staff 

Cities Served by Texas. 
New Mexico Power 
Company 

West Virginia Energy Users 
Group 

Kentucky Industrial Utility 
Customers, inc. 

Georgia Public Service 
Commission Staff 

Louisiana Public Service 
Commission 

Virginia Committee for Fair 
Utility Rates 

Ohio Energy Group 

Louisiana Public Service 
Commission 

Louisiana Public Service 
Commission Staff 

Wisconsin Industrial Energy 
Group 

Entergy Services, 
fnc. and the Entergy 
Operating 
Companies 

Entergy Services, 
Inc. and the Entergy 
Operating 
Companies 

Entergy Services, 
Inc. and the Entergy 
Operating 
Companies 

Entergy Services, EA1 depreciation rates 
Inc. and Entergy 
Arkansas, Inc. 

SWEPCO 

Depreciation rates and expense input effects on 
System Agreement tariffs. 

Walerford 3 lease amortizafon, ADIT, and fuel 
inventory effects on System Agreement tariffs. 

Waterford 3 lease amortization, ADIT, and fuel 
inventory effects on System Agreement tariffs. 

Settlement, including resolution of SO2 allowance 
expense, variable O&M expense, and tiered sharing 
of off-system sales margins. 

AMS deployment plan, AMS Surcharge, rate case Texas-New Mexico 
Power Company expenses. 

Appalachian Power 
Company and 
Wheeling Power 
Company 

Big Rivers Electric Revenue requirements 
cop .  

Georgia Power 
Company mechanism. 

Entergy Services, 
Inc. and Entergy 
Texas, Inc. 

Vlrginia Electric and 
Power Company 

AEP-OH 

Deferrat recovery phase-in, conslruction surcharge. 

Accounting issues related to Vogtle risk-sharing 

ET1 depreciation rates: accounting issues. 

Return on equity performance incentive 

Equity Stabilization Incentive Plan; actual earned 
relurns; ADIT offsets in riders 

Entergy Services, 
lnc. and Entergy 
Texas, Inc. 

SWEPEPCO 

ET1 depreciation rates; accounting issues 

Depreciation rates and service lives; AFUDC 
adjustments. 

WE Energies, Inc. Suspended amorlizatian expenses; revenue 
requirements 

X KEWNFDY AM) ASSOCIATES, INC. 
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Expert Testimony Appearances 
of 

Lane Kollen 
as of February 2012 

Date Case Jurisdict. Party Utility Subject 

oaii I 

0911 I 

09/11 

1 O l l l  

l o l l  1 

1111 1 

11/11 

02112 

ERZ 7-2161 
Cross-Answering 

PUC Docket 
39504 

2011-00161 
2011-00162 

1111571-EL-UNC 
11-4572-EL-UNC 

4220-UR.117 
Direct 

Surrebuttal 

PUC Docket 
39722 

PUC Docket 
40020 

4220-UR-117 

FERC 

TX 

I(Y 

OH 

WI 

WI 

TX 

TX 

Louisiana Public SeNice 
Commission 

Gulf Coast Coalition of 
Cities 

Kentucky Industrial Utility 
Consumers, Inc 

Ohio Energy Group 

Wisconsin Industrial Energy 
Group 

Wisconsin Industrial Energy 
Group 

Cities Served by AEP 
Texas Central Company 

Cities Served by Oncor 

Entergy Services, Inc. 
and Entergy Texas, 
Inc 

CenferPoint Energy 
Houston Eledric 

Louisville Gas & 
Electric Company, 
Kentucky Utilities 
Company 

Columbus Southern 
Power Company, 
Ohio Power 
Company 

Northern States 
Power-Wisconsin 

Northern States 
Power-Wisconsin 

AEP Texas Central 
Company 

Lone Star 
Transmissian, LLC 

ET1 depreciation rates; accounting Issues. 

Investment tax credit, excess deferred income taxes, 
normalization 

Environmental requirements and financing. 

Significantly excessive earnings. 

Nuclear O&M depreciation. 

Nuclear O&M depreciation. 

Investment tax credit, excess deferred income taxes; 
normalization. 

Temporary rates. 

J. KENNEDY AND ASSOCIATES, PNC. 



EXHIBIT (ILK-2) 



BIG RIVEXS ELECTRIC CORPORATION 

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR APPROVAI, OF ITS 20112 ENVIRONMENTAL COMPLIANCE PLAN, 

FOR APPRQVaOF ITS AMENDEB ENVIRONIKENTAL COST 
RECOVERY SURCHARGE TARIFF, FOR CERTIFICATES OF PUBLIC 

CONVENIENCE AND NECESSITY9 AND FQR AUTHORITY TO 
ESTBLISH A REGULATORY ACCOUNT 

CASE NO. 2012-08063 

1 Item22) 
2 
3 
4 
5 
6 
7 

8 

9 
10 

11 . 
12 

13 
14 
15 

14 
17 
18 
19 
20 
21 

22 

Response to the Kentucky Industrial Utility Customers’ 
Second Request for Information 

Dated June 22.201.2 

July 6,2012 

Refer 60 the. Company’s response to A&; 6-67. 

a. Please describe how the Company will reflect the 
retirement o f t k e  Wilson scrubber in the ECR. Address 
each of the following components: 
i. gross plant, 

il, accumulated depreciation, 
tii. ne$ salvage, and 
iv. changes in operating costs. 
Does the Company’s estimate of capital expenditures for 
the Wilson scrubber include any costs to remove the 
existing scrubber? I f  not, then where are the removal 
costs reflected in the Company’s financial models used to 
evaluate the various scenarios? 
Please provide the Company’s estimate of costs to remove 
$he existing scrubber. 
?lease describe how the Company plans to track the costs 
to remove the existing scrubber to ensure that the costs are 
not included in the ECB? 
Please describe how the Company plans to recover the net 
book value and the costs to remove the existing scrubber. 

6. 

c. 

d.  

e. 

Case No. 2012-00063 
Response to lRIUC 2-22 
Witness: Mark A. Hit@ 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR APPROJTAL OF ITS: 203.2 EMVIR0NNENTA.L GOMPLWCE PLAN, 

FOR APPROVAL OF ITS AMENDED ENVIRONMENTAL COST 
RECOVlERY SUBCE31ARGE TARIFF, FOB CERTIFICATES. OF PUBLX 

CBIWENIENGE AND HECESSZTY, AND FOR AUTHORITY '8'8 
ESTABLISH A REGULATORY ACCQUN" 

CASE NO. 2012-00868 

Besponse to the Kentucky Imdustriall Utility Customers' 
Second Request for Information 

Dated June 22.2012 

July 6,2014 

1 Response) 
2 
3 
4 

a. The Company will reflect the retirement of the Wilson scrubber 
in the ECR a6 follows: 

Only to the extent that the partial retirement of the i. 
5 

6 
7 
8 
9 

10 

11 
12 

13 
14 

15 
16 
17 
18 
19 
20 
21 

22 

existing Wilson scrubber causes the (gross) plant-in- 
service balance for non-ECP long-life environmental 
asseSs (Accounts 312 A-K) to fa91 below the October 31, 
2010 (test-year-end for PSC Case No. 2011-00036) level, 
then gross plant will reduc~ depreciation expense 
recovered under the ECR. Depreciation expense 
recowred through the ECR will be decreased by a 
depreciation adjustment calculated by applying the 
"Accounts 312 A-E' depreciation rate to the lower of: (x) 
the reduction in non-ECP plant-in-service below the 
October 31,2010 level (resulting from the partial 
retirement of the existing Witson scrubber); or Q the 
gross plant balance of the existing Willson scrubber assets 
being retired included in the October 31,2010 plant-in- 
sewice balance. This approach ensures that the amount 
of depreciation expense recovered from ratepayers 
through base rates does not exceed the Commission- 
approved amoint. 

Case No. 2012-00063 
Response to KIUC 2-22 
Witness: Mark A. Hite 
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ES ELECTBIC CORPORATION 

I 
2 
3 
4 

5 

6 
7 

8 
9 

30 
11 

12 

13 
14 
15 
16 
17 
18 

19 
20 

21 
22 

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 

FOR APPROVAL OF ITS ARIENDED ENVIRONMENTAL COST 
REr@OV&RY SURCHARGE TARIFF, FOR CERTIFICATES QF PUBLIC 

CONVENIENCE AND NECESSITY9 ANXI FOR AUTHORITY TO 
ESTABLISH A REGULATORY ACCOUNT 

FOR APPROVAL OF ITS 2012 EI'dVIR0NMENT.M~ COMPLIANCE PLAN, 

CASE NO. 203.2-00063 

Response to the Kentucky industrial Utility @ustomersp 
Second Request for Information 

Dated June 22.2012 

July 6,2012 

ii. Accumulated depreciation reoved upon partial retirement 
of the existing Wilson scrubber will have no effect on the 
EGR. 

iii. Net salvage upon partial retirement of the existing 
Wilson scrubber will have no effect on the ECR. 
The ECR will only include actual variable operating costs 

associated with the new serublber. 
iv. 

b. The estimated capital expenditures included in the financial 
model do not include removal costs or salvage value. The 
assumption far modeling purposes is that any cost of removal 
would be offset by salvage value. In addition, the design of the 
new Wilson scrubber included in the ECP will allow the partial 
retirement of the existing Wilson scrubber to occur without 
requiring removal. Other than cash flow, including removal 
costs or salvage value would have RQ other effect on the financial 
model because these expenditures would simply be included in 
the loss on retirement and recorded in the accumulated 
depreciation reserve account. 

e. Big Rivers does not have an estimate of remaval costs or salvage 
value for the partial retirement of the existing Wilson scrubber. 
In the event that the partial retirement of the existing Wilson 
scrubber is removed along with the installation of the new 

d. 

Case No. 2012-00063 
Response to KIUC 2-22 
Witness: Mark A. Hite 
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APPLICATION OF BIG RTVElRS ELECTRIC CORPORATION 
FOR AFPROVAL QF ITS 2012 ENVIRONMXNTAL COMPLIANCE PILAN, 

PQR APPROVAL OF ITS AMENDED E1Mrl[RQ)NMENWU COST 
RECOVERY SURCHARGE TARIFF9 FOB CERTIFXCATES OF PUBLIC 

CONVENIENCE ANID %iTJECESSI", AND FOR AUTHORITY TQ 
ESTABLISH A BEGUMTQRY ACCOUNT 

CASE NO. 2812-80063 

Response to the Kentucky Industrial Utility Customers' 
Second Bequest for Information 

Dated June 22.2812 

July 6,2012 

8 
9 

10 
11  
12 
13 
14 

15 
16 
17 
18 

19 
20 Witness) Mark A. Hite 

Wilson scrubber, Big Rivers would track removal cost and 
salvage value for that portion of the construction project under 
separate tasks (subaccourrts). If a capital asset is removed when 
retired, then mounts accumulated under the removal task and 
the salvage value task are included in the calculation of gain or 
loss on retirement of the asset and ultimately recorded in the 
accumulated depreciation reserve account. Accordingly, net 
salvage, whether positive or negative, will not affect the ECR. 
Big Rivers continues to retire assets that are not fully 
depreciated, and the partial retirement of the existing Wilson 
scrubber will be no exception. The loss from these retirements 
builds in the accramdated depreciation reserve account and in 
theory will affect Big Rivers' depreciation rates in its next 
depreciation study. Higher depreciation rates due to a history of 
retiring capital assets a t  a loss will be the means by which Big 
Rivers eventually recovers the cost of the partial retirement of 
the existing Wilson scrubber. 

e. 

Case No. 2012-00063 
Response to MZUC 2-22 
Witness: Mark A. Hitie 
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EXHIBIT (LK-3) 



I 
2 

3 
4 

5 
6 
7 
8 
9 
10 
11 

12 

13 
14 
15 
16 

Response to the Office of $he Attorney Gened9s 
Initial Request for Pnforma.d;io;aa 

Dated May 21,20712 

Item 22) Provide any econombcully feacsibiEbty tests undertaken by the 
company with regard ltcp the nbiEiEy ofthe end-user tispay hi&er/its bill 
and thus the ability of same to continue to tuke the projecc&sd Q ~ ~ Q U T ~ &  of 
load and not decrease wage thus affecting the overc~lk demand on the 
gystem 

Response) Big Rivers did not calculate any potentid erosion in usage by end use 

consumers that might result from the increase in rates stemming from the rate 
changes in the requested environmental cost rrecovery mechanism in this 
proceeding. Price elasticity analyses are not ordinarily uandertdkern by Applicants 
in cases where the proposed rate increases are of the magnitude contemplated in 
this case. 

Witness) John Wolfram 

Case No. 2012-00068 
Response t0 AG 1-22 

Brfiitnese: John wollfi.am 
Page 1 of 1 
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BIG R M R S  ELECTRIC CORPORATION 

APPLICATION OF BIG IRmtRS ELECTRIC CORPORATION 
FOR APPROVAL OF ITS 2012 ENVIRONM[EWTAL COMPLIANCE PLAI% 

FOR APPROVAL OF ITS AMENDED EWRQlWIENTAL COST 
RECOVERY SURCHARGE TARIFF, FOR CERTIFICATES OF PUBLIC 

CQNVENIENCE AND NEXESSITY, AwLb FOE AUTHORITY TO 
ESTABLISH A REGUMTORY ACCQUNT’ 

CASE NO. Z01%OOO6’% 

Response to Commission Staff‘s 
Second Request for Information 

Dated June 22,2012 

July 6,2012 

1 Item 14) Refer to Big Rivers’ response to Item 22 of the Attorney 
2 General’s Initial Data Reguest (““AG’s First Big Rivers 
3 
4 
5 
6 
7 elasticity analyses. 
8 

9 
10 
11 

responded 66b]rice elasticity analyses are not ordinarily undertaken by 
Applicants in cases where theproposed rate increases are of the 
magnitude contemplated in this case.” Provide a discussion of what level 
of proposed rate increases would prompt Big Bivers to perform price 

Response) Big Rivers has not performed a study or analysis to determine at 
what point price elasticity becomes an issue. 

12 
13 Witness) John Wol@am 
14 

Case No. 2012-00063 
Response to PSC 2-14 

Witness: John Wolfram 
Page 1 of 1 
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BIG RlVE33.S ELECTRIC CORPORATION 

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FQR APPROVAL OF ITS 2012 ENVIRONMENTAL COMPLIANCE PIAN, 

FOR APPROVAL OF ITS AMENDED EWVIROBMENTAI, COST 
RECOVERY SURCHARGE TARIFF, FOR CERTIFICATES OF PUBLIC 

CONVENIENCE ANI) NECESSITY, AND E’QR AUTHORITY TO 

1 Item 18) 
2 

ESTABLISH A REGUMTORY ACCOUNT 
CASE NO. 2012-00063 

Response to Commission Staffs 
Initial Bequest for Information 

Dalted May 21,2812 

June I, 2012 

Refer to page 1-4 of the Exhibit DePriest - 2. 

a* 

b. 

9 Response) 

10 a. 
1 1  
12 
13 
14 

15 
16 
17 
18 

I9 
20 

21 

22 

Describe the ‘?ninimal-contsacts approach to project 
execution” used in the development of the environmental 
compliance study* 
How much would the inclusion of owner’s cost add to the 
estimated cost? 

“Minimal-contracts approach to  project execution” refers to the 
process control of engineering, procurement and construction. 
Under an “EPC (engineer-procuse-construct) contract” approach, 
an Owner enters into a single contract with one company, who is 
responsible for performing all engineering tasks, purchasing afl 
equipment and material, and performing ail construction and 
startup tasks. This approach is subject to large mark-ups in 
equipment purchases from OEMs (original equipment 
manufacturers), thereby increasing overall project costs. Under 
a ‘‘minimal contracts approach,” the Owner enters into contracts 
with each of the major equipment suppliers, an engineering 
designer, and a construction contractor. This strategy allows 
the Owner to perform major engineering design earlier in the 

Case No. 2012-00063 
Response to PSC 1-18 

Witness: William DePriest 
Page 1 s i 2  



BIG RIVERS ELECTRIC CORPORATION 

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FQR APPROVAL OF ITS 2012 ENVIRONMENTAL CQMPLIANCE PIAN, 

FOR APPROVAL OF ITS AMElNDED ENVIRONMENTAL COST 
RECOVERY SURCHARGE TARIFF, FOR CERTIFICATES OF PUBLIC 

CONVENIENCE AND NECESSITY, AND FOR AUTHORITY TO 
ESTABLISH A REGULATORY ACCOUNT 

CASE NO. 2012-08063 

Response to Commission Staffs 
Initial Request for Information 

Dated May 2'6,2012 

1 
2 

# 3  
4 

5 

6 
7 
8 
9 

10 
11 Witness) 
12 

June I, 2012: 

overall process, provides the ability to purchase major 
equipment directly and eliminate mark-up costs, and provides a 
firm basis for the construction contract, thereby resulting in the 
lowest overall cost to the Owner. 

Owner's costs were not specifically included in the Sargent and 
Eundy cost estimate. However, they are anticipated to be 
relatively insigficant and are covered by the contingency in the 
estimate. 

b. 

William DePriest 

Case No. 2012-00068 
Response to PSC 1-18 

Witness: William DePriest 
Page 2 o f 2  
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BIG R'IVERS ELECTRIC CORPORATION 

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR APPROVAL OF ITS 2012 ENVLRONIkU3NTAL COMPLIANCE P M ,  

FOB APPROVAL OF ITS AMXNDED ENVIRONMENTAL COST 
RECOVERY SURCHARGE TARIFF, FOB CERTIFICATES OF PUBLZC 

COIWENIENCE llwD NECESSITY, AND FOR AUTHORITY TO 
ESTABLISH A REGULATORY ACCOUNT 

CASE NO. 2812-00063 

Response to Commission Staff's 
Initial Request for Information 

Dated May 21,2012 

June 1,2012 

1 Item 14) Refer to page 16 ofthe Bepriest Testimony, lines 16-25. 
2 

3 a. 
4 
5 b. 
6 
7 
8 Response) 
9 a. 
IO b. 
1 1  
12 
13 
14 
15 
16 
17 Witnesses) a. 
18 b. 
19 

Did Sargent & Lundy consider the replacement of the 
electro-static preeipitators (YESP'? with a fabric filter? 
Does Big .Rivers have a strategy if ehe ESP performance? is 
inadequate? 

Yes. 
Big Rivers anticipates performing precipitator testing or 
modeling its ESP's performance in 2013. Should this testing or 
modeling indicate potential issues not foreseen in the study 
results, then Big Rivers will consider the ESP upgrades 
mentioned in the DePriest testimony. 

William DePriest 
Robert W. Berry 

Case No. 2012-00063 
Response to PSC 1-14 

Witnesses: William DePriest (a) and Robert W. Berry (b) 
Page 1 of1 
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BIG RTVIERS ELECTRIC CORPORATION 

1 

2 

3 
4 
5 

6 
7 
8 

9 
10 

1 1  
12 

13 
14 
15 

APPLICATION OF BIG R m R S  ELECTRIC CORPORATION 
FOR APPROVAL OF ITS 2012 EhNfRONMENTAL CON6PLIANCE PLAN, 

FOR APPROVAL OF ITS AMENDED E W R O N M X N T f i  CQST 
RECQVERY SURCHARGE TARIFF, FOR CERTIFICATES OF PUBLTC 

CONVENIENCE AND NECESSITY, AND FOR AUTHBRIW TO 
ESTmLISH A REGULATORY ACCOUNT 

CASE NO. ZO12-OOO63 

Response to the Kentucky Industrial Utility Customers’ 
Initial Request for Information 

Dated May 21,2012 

June 1,2012 

Item 43) 
Board of Directors meetings since January 2010 through the most recent 
month available. This is a continuing request and the response should &e 
supplemented as each additional month i s  available. 

Please provide a eopy of all minutes from the Company’s 

Response) Big Rivers objects to this request on the grounds that it is overly 
broad and seeks information that is irrelevant ta this proceeding. Without 
waiving this objection, Big Rivers provides the attached minutes, presentations, 
and attachments from Big Rivers’ Board of Directors meetings from January 2010 
through May 2012 on the CDs accompanying these responses. Information not 
relevant to this proceeding has been redacted from the minutes. 

Witness) Robert W. Berry 

Case No. 2012-00063 
Response to KIUC, 1-43 

Witness: Robert W. Berry 
Page 1 of2 
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EXHIBIT (LK-7) 



R ~ R S  ELECTRIC CORPORATION 

APPLICATION OF BIG R m R S  ELECTRIC CORPORATION 
FOB rPPPRBVfi OF ITS 28'113, ENIVPROlQMEPSITAL COMPLWCE PLAN, 

FOR APPROVAL QF XTS AMENDED E N V I R O N M E ~ ~  COST 
RECO~IRHT S U R C W G E  TARIFF, FOR CERTIFK!ATES OF PUBLIC 

C O m N E N C E  AND NECESSITY9 AND FOR AUTHORITY TO 
ESTABLISH A REGULATORY ACCOUNT' 

CASE NQ. 2012-00063 

Eesponse $0 the Kentucky limdustrial Utility Customers9 
Second Request for Information 

Dated June 22.2012 

dully I, 2012 

1 Item 21) 
2 

3 Board. 
4 

Refer to the Company's response to AG 1-46 and the attached 
copy of the January 19,2012 and February 21, BOPfpresentations to the 

a. Please confirm that the cdanuary presentation indicated 
that capital expenditures to comply with CSAPR and 
MATS would total 8218.ii million and the February 
presentation increased the expenditures to $283.5 million. 

9 b. 
10 
11 

12 
13 

14 
15 

16 
17 

18 Response) 
19 a. 
20 b. 
21 

22 

?lease provide a detailed explanation why the capital 
expenditures reflected in the February BOD presentation, 
and the Application in this proceeding, are tdgnificantly 
more than the January 19,2012 estimate presented to the 
Board. Provide a copy of all quantitative comparisons, 
electronically,, that explain the significang increase in 
capital expenditures during the 4 week period between the 
January and February BOD meetings. 

Confirmed. 
The capital estimates in the January 2012 board presentation 
represented high level order of magnitude estimates developed 
by Big Rivers persannel to indicate the level of capital 

Case No. 201840063 
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BIG BIW3RS ELECTRIC CORPORATION 

APPLICATION OF BIG RIVERS ELECTRIC CQRPQRATJON 
FOR APPROVAL OF lTS 2012 ENVIRONMENTAL CQMPLIANCE PLAN, 

FOR APPROVAL OF ITS AMENDED' ENVIRONMENTAL COST 
RECOVERY SURCHARGE TARIFF9 FOR CERTIFICATES OF PUBLIC: 

CONVENIENCE AND NECESSITY9 AND FOR AUTHORITY 37'0 
ESTABLISH A REGUMTQEY ACCOUNT 

@ME NO. 2812-00063 

Response to the Kentucky Industrial Utility Customers' 
Second Request for Information 

Dated June 22.2012 

July 6,2812 

2 
3 
4 
5- 

expenditures facing Big Rivers in complying with CSMR and 
MATS. The capital estimates in the February 2Q12 board 
presentation represent the results of the S&L study, 

The differences are described in the table that follows. . 

Feb Project 

Wilson FGD * 1 POO.00 1 139.00 

75.00 81.00 Green SCR 

MUMFL FGD 8.00 3.85 

Reid Conversion 2.00 1.20 

Coleman. MATS 13.50 28.44 

Wilrson MATS 5.00 11.24 

-- - 
---. .-............_.-____I 

6 
7 
8 Witness) ]Robert W. Berry 
9 

Comment on 
February Estimate 

Included fan and controll 
upgrades and further analysis 
of SESS budgetary pricing 

Refinedcost from S&L 
Net of HMPL share 
-_ -- 

]Refined cost from S&E 

Added DSI systems 

Added DSI systems 

Added DSI systems 

Net of HMPL share 

Case NO. 2612-00063 
Response to IUUC 2-21 

Witness: Robert W. Berry 
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13 
14 

15 
16 
17 
18 
19 

20 
21 

22 

APpLrcAmoM OF BIG R ~ R S  ELECTRIC CORPORATION 
FOR APPROVAL OF ITS 2012 ENVIRONMENTAL COMPLIANCE BIJAN, 

FOR APPROVAL OF ITS AMENDED ENVIRONMENTAL COST 
RECOVERY SURCHARGE TARIFF, FOR CERTIFICATES OF PUBLIC 

CONVEIWCENCE AND NECESSITY, AND FOR AUTHORITY TO 
ESTABLISH A REGULATORY ACCOUNT 

CASE NO. 2012-00063 

Response to Commission Staff’s 
Second Request for Information 

Dated June 22,2012 

July 6,26012 

Item 17) Refer to 3 ig  Rivers’ response to KIUC’s First Request, Item 36, 
and the July 14, BOX1 email concerning EPA Proposed Regulations. Big 
Riwers’groposed 2012 Environmental Compliance Plan estimates capital 
expenditures of $286.14 million. Provide a detailed line item explanation 
for the differences between the capital expenditure estimates for the 2012 
Environmental Compliance Plan and the capital expenditure estimates 
contained in the July 14,2011 email. 

Response) The July 14,2011 e-mail was based on an October 28,2010 
presentation to the Public Service Commission. It included a high level estimate 
from Big Rivers’ internal staff for compliance with the existing potential EPA 
regulations CATR, ]HAPS W C T ,  CCR and 5316a & b. At the time of these 
estimates the proposed regulations were not in their find form. 

were based on the CSAPR and MATS regulations that had been issued in final 
version, and did not include any costs for future regulations. In addition, the cost 
estimates contained in the instant f i h g  were prepared by an experienced 
engineering firm with significant expertise in developing capital cost estimates. 

table on the following page. 

The estimates in Big Rived 2012 Environmental Compliance Plan 

\ 

Detailed line-item explanations for the differences are shown in the 

Case No. 2012-00063 
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Response to Commission Staffs 
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July 6,2012 

1 

2 

3 
4 Witness) 
5 

-- 

Robert W. Berry 
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BIG RIVlERS E ECTRIC CORPORATION 

APPLICATION OF BIG RTWIRS EIJ3CTRIC CORPORATION 
FOR APPROVAL OF ITS 2012 ENVIRONMENTAL COMFLIANCE PLAN, 

RECOWRY SURCHARGE TARIFF, FOR CERTIFICATES OF’ PUBLIC 
CONVENIENCE AND NECESSITY, AND FOR AUTHORITY TO 

ESTABLISH A REGULATORY ACCOUNT 
CASE NQ. 2012-00063 

FOR APPROVAL OF ITS AMENDED IEMVTROIWIENTAL COST 

Response to Codss ian  Staffs 
Initial Request for Informakion 

Dated May 21,2012 

June I, 2012 

1 Item9) 
2 

3 
4 

5 
6 
7 
8 

Eefer togage 28 of the Berry Testimony at lines 19-20 in which 
it is noted that although the Sargent & Lundy study included 
consideration of the U.S. Environmental Protection Agency’s (?EPA9Y 
proposed regulation concerning coal combustion residuals and the EPA’s 
sutes relating to impingement mortality and entrainment under Section 
316(b) of the Clean Water Act, Big Rivers did not include the potential 
costs of compliance with these rules in analyzing the cost effectiveness of 
the alternatives considered for inclusion in its 2012 Plan. 

9 
10 a. 
11 

12 b. 
13 
14 
15 Response) 
16 a. 
17 
18 
19 
20 
21 

What impact would compliance with these potential 
regulations have on the operations of the affected plants? 
How would compliance with these regulations affect the 
leeonomic feasibility of Big Rivers’ 2012 Plan? 

Neither the Coal Combustion hsiduals (“CCR”) regulation nor 
the Section 316(b) rule is final, and EPA has requested 
comment on regulatory alternatives it is considering, The 
alternatives being considered under each rule are significantly 
different, so determining compliance costs would be speculative 
at this time. Big Rivers has accordingly not determined what 

Case No. 2012-00063 
Response to PSC 1-9 

Witness: Robert W. Berry 
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2 

3 

4 
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6 
7 
8 

9 
10 
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APPLICATION QF BIG Rl[Tcr?E3RS ELECTRBC CORPORATION 
FOR APPROVAL OF ITS 21812 E W R O m N T A L  COMPLIANCE PLAN, 

FOR APPROVAL OF LTS kIMJ3MDED ENVIRONMENTAL COST 
RECOVERY SURCHARGE TARIFF, FOR CERTIFICATES OF PUBLIC 

CONVENIENCE ANI) NECESSITY, AND FOB AUTHORITY TO 
ESTABLISH A REGULATORY ACCOUNT 

CASE NO. 2012-00063 

Response to C O ~ S S ~ Q ~  Staffs 
Initial Beguest for Informathlm 

Dated May 21,2012 

June 1,2012 

effect these potential regullations would have on the operations 
of the agected plants. 
As shown in Tables 6-6 and 6-7 of DePriest Exhibit-2, S&E 
projected that compliance with these two regulations may cost 
Big Rivers $122.74 million in capital, $1.12 million annually in 
incremental fixed 8&M, and approximately $2.50itan. in 
variable 8&M depending 
due to the uncertainty of what the finaI r d e s  may require, Big 
Rivers did not include these C&S in its financial models. Big 
Rivers will continue to monitor these pending regulations and 
will f d y  incorporate the requirements into its compliance 

b. 

available landfill options. However, 

It2 

13 increases. 
14 

'E5 Witness) Robert W. Berry 
16 

planning when the certainty around such requirements 

Case NQ. 201%-0Q)04i8 
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ATIORNkYS AT LAW 
36 EAST SEVENTH STREET 

SUITE 1510 
CINCINNATI, OH10 45202 
TELEPHONE (513) 421-2255 

TELECOPLER (513) 421.2764 

Via Overnight Mail 

June 22,20 I2 

Mr. Jeff Derauen, Executive Director 
Kentucky Public Service C‘ommission 
2 11 Sower Boulevard 
Frankfort, Kentucky 40602 

Re: Case No. 2012-00063 

Dear Mr. Derouen: 

Please find enclosed the original and ten (10) copies of KENTUCKY INDUSTRIAL UTILITY 
CUSTOMERS, INC.’s SUPPLEMENTAL SET OF DATA REQUESTS TO BIG RIVERS ELECTRIC 
CORPORATION for filing in the above-referenced matter. 

By copy af this letter, all parties listed on the Certificate of Service have been served. Please place these 
documents of file. 

Very Truly Yours, 

Michael L. Kurtz, Esq. 
Kurt J. Boehm, Esq. 
BOEIM, KURTZ & LOWRV 

MLKkew 
Attachment 
cc: Certificate of Service 

Quang Nyugen, Esq 
Faith Burns, Esq. 
Ldrry Cook, Esq. 
Matt James, Esq. 
David C. Brown, Esq 

L’ WORh KlUC Kenergy Rig Rivers 2012 00063 (Env. complianre Bi 5 1 i n  harge) Derouen Ltr d o n  



I hereby certifL that a copy of the foregoing was served by electronic mail (when available) and by 
mailing a true and correct copy by regular, U.S. Mail, unless other noted, this 22ND day of June, 2012 to the 
following 

Michael L. Kurtz, Esq. 3 
Kurt J. Baehm, Esq. 

JENNIFER B HANS, ESQ. 
DENNIS G. HOWARD, 11. ESQ. 
LAWRENCE W. COOK, ESQ. 
MATT JAMES, ESQ. 
ASSISTANT ATTORNEY GENERAL'S OFFlCE 
1024 CAPITAL CENTER DRIVE, STE 200 
FRANKFORT, KENTUCKY 4060 1-8204 

JAMES M MILL,ER, ESQ. 
Sl.JL,LIVrW, MOUNTJOY, STAINBACK & MILLER, PSC 
100 ST. ANN STREET 
P.O. BOX 727 
OWENSBORO, KENTUCKY 42302-0727 

JOE CHILDERS, ESQ. 
JOE E;. CHILDERS & ASSOCIATES 
300 LEXINGTON BUILDING 
201 WEST SHORT STREET 
LEXINGTON, KENTUCKY 40507 

KRISTIN HENRY, ESQ. SIERRA CLTJB 
85 SECOND STREET 
SAN FRANCISCO, CA 941 05 



COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

IN THE MATTER OF: 

APPLICATION OF BIG RIVERS ELECTRIC 
CORPORATION FOR APPROVAL OF ITS 
2012 ENVIRONMENTAL COMPLIANCE 
PLAN, FOR APPROVAL OF ITS AMENDED 
ENVIRONMENTAL COST RECOVERY 
SURCHARGE TARIFF, FOR CERTIFICATES 
OF PUBLIC CONVENIENCE AND 
NECESSITY, AND FOR AUTHORITY TO 
ESTABLISH A REGULATORY ACCOUNT 
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KENTUCKY INDUSTRIAL UTILITY CUSTOMERS, INC.’s 

SUPPLEMENTAL SET OF DATA REQUESTS TO 

BIG RIVERS ELECTRIC CORPORATION 

Dated: June 22,2012 



DEFINITIONS 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

I O .  

11. 

12. 

“Document(s)” is used in its customary broad sense and includes electronic mail and all written, 
typed, printed, electronic, computerized, recorded or graphic statements, memoranda, reports, 
communications or other matter, however produced or reproduced, and whether or not now in 
existence, or in your possession. 

“Study” means any written, recorded, transcribed, taped, filmed, or graphic matter, however 
produced or reproduced, either formally or informally, a particular issue or situation, in whatever 
detail, whether or not the consideration of the issue or situation is in a preliminary stage, and 
whether or not the consideration was discontinued prior to completion whether preliminary or 
final, and whether or not referred to in Big Rivers’ direct testimony. 

If any document requested herein was at one time in existence, but has been lost, discarded or 
destroyed, identify such document as completely as possible, including the type of document, its 
date, the date or approximate date it was lost, discarded or destroyed, the identity of the person 
(s) who last had possession of the document and the identity of all persons having knowledge of 
the contents thereof. 

“Person” means any natural person, corporation, professional corporation, partnership, 
association, joint venture, proprietorship, firm, or the other business enterprise or legal entity. 

A request to identify a natural person means to state his or her full name and residence 
address, his or her present last known position and business affiliation at the time in question. 

A request to identify a document means to state the date or dates, author or originator, subject 
matter, all addressees and recipients, type of document (e.g., letter, memorandum, telegram, 
chart, etc.), number of code number thereof or other means of identifying it, and its present 
location and custodian. If any such document was, but is no longer in the Company’s 
possession or subject to its control, state what disposition was made of it. 

A request to identify a person other than a natural person means to state its full name, the 
address of its principal office, and the type of entity. 

“And” and “or” should be considered to be both conjunctive and disjunctive, unless specifically 
stated otherwise. 

“Each” and “any” should be considered to be both singular and plural, unless specifically stated 
otherwise. 

Words in the past tense should be considered to include the present, and words in the present 
tense include the past, unless specifically stated otherwise. 

“You” or “your” means the person whose filed testimony is the subject of these interrogatories 
and, to the exte t relevant and necessary to provide full and complete answers to any request, 

interrogatory who is or was employed by or otherwise associated with the witness or who 
assisted, in any way, in the preparation of the witness’ testimony. 

“BREC means Big Rivers Electric Corporation andlor any of their officers, directors, employees, 
or agents who may have knowledge of the particular matter addressed. 

“you” or “your“ T may be deemed to include any person with information relevant to any 



INSTRUCTIONS 

1. If any matter is evidenced by, referenced to, reflected by, represented by, or recorded in any 
document, please identify and produce for discovery and inspection each such document. 

2. These interrogatories are continuing in nature, and information which the responding party later 
becomes aware of, or has access to, and which is responsive to any request is to be made 
available to Kentucky Industrial Utility Customers. Any studies, documents, or other subject matter 
not yet completed that will be relied upon during the course of this case should be so identified and 
provided as soon as they are completed. The Respondent is obliged to change, supplement and 
correct all answers to interrogatories to conform to available information, including such information 
as it first becomes available to the Respondent after the answers hereto are served. 

3. Unless otherwise expressly provided, each interrogatory should be construed independently and 
not with reference to any other interrogatory herein for purpose of limitation. 

4. The answers provided should first restate the question asked and also identify the person(s) 
supplying the information. 

5.  Please answer each designated part of each information request separately. If you do not have 
complete information with respect to any interrogatory, so state and give as much information as 
you do have with respect to the matter inquired about, and identify each person whom you believe 
may have additional information with respect thereto. 

6. In the case of multiple witnesses, each interrogatory should be considered to apply to each witness 
who will testify to the information requested. Where copies of testimony, transcripts or depositions 
are requested, each witness should respond individually to the information request. 

7. The interrogatories are to be answered under oath by the witness(es) responsible for the answer. 

8. Responses to requests for revenue, expense and rate base data should provide data on the basis 
of Total Company as well as Intrastate data, unless otherwise requested. 



SUPPLEMENTAL SET OF DATA REQUESTS OF 
KENTUCKY INDUSTRIAL UTILITY CUSTOMERS. INC. 

BIG RIVERS ELECTRIC CORPORATION 
Case No. 2012-00063 

Q2.1 With respect to Big Rivers’ current arbitration with HMPL, please provide the following: 

a. The current status of the arbitration proceedings or appeals; 

b. A copy of the arbitration award or opinion; 

c. The short and long term financial impact of this decision on Big Rivers; 

d. What is the projected impact on the arbitration award or opinion on Big Rivers’ margins 
in 2012-15? 

e. What is the effect of this decision on any of the models that support Big Rivers’ 
Application in this case? 

Q2.2 With respect to the dam repair work that will permit full resumption of energy purchases from 
SEPA, please provide the following: 

a. the current status of the repair work; 

b. When does Big Rivers expect to receive its full allocation of energy from SEPA? 

c. Has Big Rivers included the full availability and price of SEPA energy in its modeling for 
this Application? Please explain. If not, why not? 

Q2.3 Please provide all documents and other communications provided to Cobank and CFC since 
the filing of Big Rivers’ responses to KIUC’s Initial Request for Information. Please note this is a 
continuing request requiring updated information. 

Q2.4 Please describe Big Rivers’ current plans for the proposed bridge financing and later permanent 
financing of the construction projects proposed in this Application, including anticipated terms 
and conditions. 

Q2.5 When does Big Rivers plan to release and file its 201 1 Annual Report? Please provide a copy 
when available. 

Q2.6 Please reference the Direct Testimony of Mark Hite, page 7, lines 20-22, which states that Big 
Rivers acquired forward pricing data (hourly energy prices, monthly coal prices, monthly natural 
gas prices and monthly allowance prices) from PACE Global which data were used by ACES in 
running the production cost model. Please also reference Big Rivers’ Response to Item 32 of 
KIUC’s Initial Request for information which states that Big Rivers relied on ACES and PACE 
Global for input assumptions surrounding commodity prices including emission allowances, fuel 
and wholesale energy market pricing. Please provide in narrative form and without reference to 
previously filed data disks an explanation whether the ACES production cost model used only 
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PACE Global assumptions or a combination of PACE Global and other projections with respect 
to the following forward pricing: 

a. wholesale energy prices; 

b. fuel prices; 

c. emission allowances, 

d. natural gas prices. 

In your response, please provide by month, day or hour, the specific ACES data or data from any other 
non-PACE Global source actually used in the production cost model in a manner than can be 
compared with the PACE global data not used. 

Q2.7 Refer to the Company’s response to KlUC 1-2(d). Please provide an electronic version of the 
exhibit attached to the response with cell formulas intact. 

(22.8 Refer to the Company’s response to AG 1-47(a) and the statement that “The financial analysis 
was performed by Big Rivers with input from ACES Power marketing and PACE Global.” 

a. Please describe each step of the financial analysis and the role and activities performed 
by ACES, PACE, and Big Rivers, respectively. 

b. Please identify each person, the person’s employer, and the specific responsibilities of 
each person in each step of the financial analysis described in response to part (a) of 
this question. 

Q2.9 Refer to the Company’s response to AG 1-47(c) and the statement that ”ACES Power Marketing 
provided the planning models for these [sensitivity] scenarios” used to assess the “economic 
impact of two compliance options with regard to a loss in Smelter load” described by Mr. Berry 
in his Direct Testimony at 15. 

a. Please identify the “planning models” provided to Big Rivers by ACES for this purpose. 

b. Please distinguish between the “planning models” provided to Big Rivers by ACES for 
this purpose and the Big Rivers model that was used for this purpose and described by 
Mr. Hite in his Direct Testimony at 7 as follow: “Big Rivers developed a financial model to 
determine the net present value of revenue requirements (“NPVRR”) over the 2012 - 
2026 (’I 5-year) study period.” 

Q2.10 Does Mr. Hite personally possess the expertise and knowledge to run the Ventyx PAR model 
used by ACES Power Marketing? 

a. If so, then: i) describe his expertise and knowledge, ii) specifically describe his 
experience in production cost modeling in general and the PAR model in particular, and 
iii) his personal involvement in running the Ventyx PAR model to quantify the production 
costs and any other amoiints used in the “financial analysis” and/or in the “financial 
model” to assess the scenarios and sensitivity studies in this proceeding. 
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b. If not, then please identify the witness supporting the production cost modeling and the 
quantification of the production costs used in the “financial analysis” andlor in the 
“financial model” to assess the scenarios and sensitivity studies in this proceeding. If 
there is no such witness, then please so state. 

Q2.11 Refer to the Company’s response to PSC 1-1 

a. Please provide the support for the estimates for each vendor, including, but not limited 
to, all workpapers, engagement letters, purchase orders, and correspondence (internal 
and external) and describe how the Company developed the estimates from these 
source documents. In addition, please identify the person(s) who developed these 
estimates and provide their name(s), company affiliation, and position (title). 

b. Please provide a copy of the service agreement with APM and any special agreements 
related specifically to the Company’s ECR application in this proceeding. 

c. Does the service agreement with APM allow APM to bill Big Rivers for work that it 
performs for Big Rivers? 

Q2.12 Refer to the Company’s response to PSC 1-7. Please update this response for the current 
status of the Station 2 review being conducted by HMP&L. Identify the approvals, if any, that 
HMP&L needs to provide in order for Big Rivers to proceed and describe the status and future 
timing of each such approval. 

Q2.13 Refer to the Company’s response to PSC 1-9 and the potential effects of compliance with the 
EPA regulation on coal combustion residuals and EPA rules relating to impingement mortality 
and entrainment. 

a. Please address whether, and if so, the manner in which, the Company could comply with 
these rules through constrained operation of its generating units. Please provide a copy 
of and a narrative description of all analyses that the Company or outside advisors on 
behalf of the Company have performed. 

b. If constrained operation is a viable compliance option, then please provide a sensitivity 
study against the base case and against the Partial Build scenario to quantify the effects 
of this option. 

Q2.14 Refer to the Company’s response to PSC 1-22 and the conclusion that “It is believed that EPA 
will likely overcome challenges to the rule and will ultimately prevail.” 

a. Please provide a copy of all analyses and all supporting documents relied on for this 
conclusion. 

b. What is the likely effective compliance date if EPA overcomes the challenges? Please 
provide a copy of all analyses and all supporting documents relied on for your response. 

Q2.15 Refer to the Company’s response to PSC 1-24 and the conclusion that “Big Rivers found it 
unnecessary to make assumptions about Smelter rates well beyond the 2023 time horizon 
because longer periods of time would only serve to improve the “Build Case.” 
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a. Please describe in more detail why the Company believes that this conclusion is correct. 
In your response, address the fact that the NPV of the revenue requirements associated 
with the Build Case after the 15 years would increase the cost of the Build Case, not 
reduce it. 

b. Please provide a copy of all quantitative analyses that supports this conclusion. 

(22.16 Refer to the Company's response to PSC 1-26 and the statement that the sensitivity where the 
Company loses the load of one smelter, "the remaining smelter is assumed in the model to 
shoulder its proportionate share of the cost increase associated with the departure of the other 
s m e Iter. " 

a. Please explain the basis for this assumption and provide a copy of all documents relied 
for the assumption or used to test the validity of this assumption. 

b. Please confirm that in base rate proceedings, the Commission uses the off-system sales 
margins as a reduction to the revenue requirement. If the Company cannot confirm this 
statement, then please describe how the Company believes that the Commission uses 
the off-system sales margins in the revenue requirement. Please cite to and provide 
copies of all source documents relied on for your response. 

c. Please identify where this assumption is reflected in the sensitivity where the Company 
loses the load of one smelter. 

Q2.17 Refer to the Company's response to AG 1-21. Please update this response with the current 
status of the engineering and design process. Be specific. 

Q2.18 Please describe in detail how the Company's accounting for its fuel and purchased power costs 
changed after it joined MISO to reflect the fact that the Company bids all of it resources and 
load into MISO, if at all. In addition, please describe in detail the related effects on the costs 
included in its revenue requirement, including clause recoveries. 

Q2.19 Please refer to the market prices shown on line 8 on the Risk spreadsheet in the Excel 
workbooks provided in response to KIUCs Motion to Dismiss for each of the scenarios. 

a. Provide the source(s) of these market prices and all analyses used to develop these 
prices, including all input sources, adjustments, assumptions, and electronic 
spreadsheets with formulas intact, including, but not limited to, the conversion of hourly 
or other data into the average annual rates reflected in this spreadsheet. Describe each 
step in the analytical process that led to the use of these specific market prices and 
make sure that each step is documented with all input, computations, and output files. 

b. Please provide a narrative description of these market prices, Le., what do they 
represent, e.g., MISO energy prices averaged across all hours. 

c. Please confirm that the market prices include capacity costs. Describe how the changes 
in the MISO capacity auction process have been reflected in the market prices, if at all. 
If the changes have not been reflected in the market prices, then please provide a 
description of how these changes will be reflected in future market prices. 
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Q2.20 Refer to the Company‘s response to KlUC 1-17, which included a confidential chart labeled 
Forward Power Price Comparison. The chart compared the forward power prices obtained from 
Pace, APM, and IHS. 

a. Please describe how this comparison was used and by whom to develop the market 
prices shown on line 8 on the Risk spreadsheet in the Excel workbooks provided in 
response to KIUC’s Motion to Dismiss for each of the scenarios, if at all. 

b. Please provide the data reflected on this chart in an electronic spreadsheet and provide 
all source documents used to obtain the data shown on this chart, including, but not 
limited to, all spreadsheets used to average projected hourly prices. 

c. Please provide another version of this chart that includes the market prices that were 
used for each of the Company’s scenarios. 

(22.21 Refer to the Company’s response to AG 1-46 and the attached copy of the January 19,2012 
and February 21, 2012 presentations to the Board. 

a. Please confirm that the January presentation indicated that capital expenditures to 
comply with CSAPR and MATS would total $21 3.5 million and the February presentation 
increased the expenditures to $283.5 million. 

b. Please provide a detailed explanation why the capital expenditures reflected in the 
February BOD presentation, and the Application in this proceeding, are significantly 
more than the January 19, 2012 estimate presented to the Board. Provide a copy of all 
quantitative comparisons, electronically, that explain the significant increase in capital 
expenditures during the 4 week period between the January and February BOD 
meetings. 

Q2.22 Refer to the Company’s response to AG 1-67 

a. Please describe how the Company will reflect the retirement of the Wilson scrubber in 
the ECR. Address each of the following components: i) gross plant, ii) accumulated 
depreciation, iii) net salvage, iv) changes in operating costs. 

b. Does the Company’s estimate of capital expenditures for the Wilson scrubber include 
any costs to remove the existing scrubber? If not, then where are the removal costs 
reflected in the Company’s financial models used to evaluate the various scenarios? 

c. Please provide the Company’s estimate of costs to remove the existing scrubber 

d. Please describe how the Company plans to track the costs to remove the existing 
scrubber to ensure that the costs are not included in the ECR? 

e. Please describe how the Company plans to recover the net book value and the costs to 
remove the existing scrubber. 

Q2.23 Refer to the Company’s response to AG 1-70. Please confirm that the Company’s capital 
expenditure estimate in this proceeding is net of HMP&L‘s share of the costs to retrofit HMP&L 
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Units 1 & 2. Please describe where the Company has reflected this reduction in the Excel 
financial models of each of the scenarios. 

Q2.24 Refer to the last paragraph of the Company’s response to KlUC 1-33, which states that “it was 
obvious that there were some significant differences between the two projections.” 

a. 

b. 

C. 

d.  

Please provide a detailed description of the concern and why the Big Rivers believed it 
was necessary to acquire a third set of forward power prices from IHS Global. 

Please describe each of the steps taken by Big Rivers andlor its advisors to address the 
“Significant differences” between the two projections. 

Please describe the resolution of this review and how this was reflected in the scenarios 
presented in this proceeding. 

Please identify, describe, and provide a copy of each sensitivity study using the APM or 
HIS forward price curves. Provide all supporting input files and output reports as well as 
the CFM workbooks. In addition, please describe what attempts were made to ensure 
that the forward power prices and natural gas prices used in each sensitivity were 
consistent and provide a copy of all documentation that addresses the consistency of 
these assumptions. 

Q2.25 With regard to Big Rivers’ response to AG 1-46, please provide all analyses, including electronic 
spreadsheets with formulas intact and supporting workpapers, included in the February 21 , 
201 2 “Big Rivers Environmental Surcharge (ES) Rate Formula” presentation to the Big Rivers’ 
Board and the “Environmental Surcharge (ES) Update - Rate Formula” presentation of March 
16, 2012. 

Q2.26 Regarding data found in the file - PACE-Big Rivers Data Request Inputs-120524.xlsx 

a. Is it correct, that this is one of just two files that PACE developed and was produced 
based on a KlUC request (the other being PACE-Big Rivers Data Request 
Outputs-1 20524.XlSX)? 

b. The file contains natural gas prices, coal prices, load forecast, C02 costs, and Capital 
Cost Recovery Target Inputs for New Regional Expansion units. For all of these 
categories of data, PACE supplied 200 sets of data (200 iterations). Please provide a 
detailed explanation of the process, methodology, and assumptions used by PACE in 
creating the 200 iterations worth of data for each of these categories of data. Be sure to 
explain what was done to create this large number of iterations. 

c. How has the 200 iterations of data factored into any analyses that were discussed in any 
of Big Rivers’ witnesses testimony? 

d. Please provide the revenue requirements model that led to the calculation of the Capital 
Cost Recovery Target Inputs for New Regional Expansion for each resource CC, CT and 
Wind. 

e. Why did PACE supply coal prices for only the Illinois Basin region, when its market price 
analysis clearly must have included a forecast of coal prices in other regions? 
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(22.27 Regarding the Reference data found in the file - PACE-"Big Rivers Data Request 
Inputs-I 2 0 5 2 4 . ~ 1 ~ ~  

a. Please provide documentation describing the process, methodology and assumptions 
used by PACE in developing the Reference natural gas price inputs that were then used 
by ACES in its modeling that led to the results filed in any Big Rivers witness' testimony. 

b. Provide the same information for the Reference Illinois Basin coal prices. 

c. Provide the same information for the Reference Capital Cost Recovery Target inputs. 

d. Provide the same information for the Reference C02 prices. Also, please confirm that 
these C02 inputs were not used in any analysis that ACES performed to develop results 
that were included in its modeling that led to the results filed in any Big Rivers witness' 
testimony. 

(22.28 Regarding data found in the file - PACE--Big Rivers Data Request Outputs-I 20524 .~1~~ .  

a. What are the hours included in the on-peak and off-peak periods for each month? 

b. In the worktab Output Stochastic Energy Prices, there are 200 iterations worth of annual 
average on-peak, off-peak and all hours market price data for each year between 201 2 
and 2030. Please provide a detailed explanation of the process, methodology, and 
assumptions used by PACE in creating the 200 iterations worth of data. Be sure to 
explain what was done to create this large number of iterations. 

c. How has the 200 iterations of market price data factored into any analyses that were 
discussed in any of Big Rivers' witnesses testimony? 

d. In that same worktab there is no reference case market price data. Is that because the 
data found in the Output Hourly Energy Prices worktab is the reference case? Please 
explain. 

e. Why weren't emissions allowance prices included in the files that PACE supplied? 

Q2.29 Please provide documentation describing the process, methodology and assumptions and all 
worksheets developed in constructing the data assumptions (e.g. natural gas price forecasts, 
environmental cost assumptions, etc.) used by ACES in developing any sensitivity cases that it 
performed. In doing, please describe all sensitivity cases performed by ACES. 

(22.30 In the 20 scenarios that ACES supplied, only 5 included an Assumptions folder. Please explain 
why 15 scenarios did not contain that folder, and if this was an oversight, please provide the 
missing folders. 

Q2.31 Was it the case that Big Rivers did not develop financial analysesINPV analyses of all of the 20 
cases that ACES performed? If not, why not, and if so please explain why Big Rivers has not 
supplied that information. If corporate Rnancial analyses were developed for the sensitivity 
cases, please supply those, electronically, and in the same format as has been provided for the 
other financial models that the Company has supplied. 

Q2.32 If any additional cases have been performed by PACEIACESIBig Rivers to date, that have not 
already been provided, please provide: 

a. A narrative description of the case. 
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b. Explain why the Company or its consultant has decided to continue developing new 
cases. 

c. Provide all spreadsheets, workpapers, analyses, production cost model input databases 
in native database format (fully populated database), output results, etc, to the same 
extent that the Company has supplied for previous cases it has provided. 

Q2.33 In the base case folder that ACES supplied containing Assumptions, there is a file containing 
what appears to be generic assumptions, List.xls. Please explain the purpose of the data 
included in the file. For example, that data includes startup data, forced outages, scheduled 
outages, etc, but no indication of any unit that the data applies to. 

(22.34 Two files were supplied in the ACES folder related to the Base Case Assumptions, Midoffice 
Emission Curve 1-30-201 2.xlsx and PCM (1 -1 8-1 2) nominal.xlsx. Please explain in detail what 
was the information found in each of the files was used for in ACES analyses. 

Q2.35 Regarding the files, Load Shape Data.xlsx and Price Shape Data.xlsx, please explain how they 
were created and what they were used for. If they were used in the analysis that ACES 
performed, please supply any other workpapers, electronically, used in the creation of the files. 

Q2.36 Refer to the response to KIUC-1-14. Please supply all workpapers that contains S&L's 
derivation of upgrade costs used in this study. Mr. DePriest indicates that costs were derived 
from other sources, and this request is that the input assiimptions and calculations be provided 
electronically with all formulas included. If the workpapers have been supplied, please provide 
a map between where the upgrade costs have been developed and have been input into 
corporate financial model net present value analysis. 

Q2.37 Refer to the response to KIUC-1-24. Has the excel spreadsheet referred to in Mr. Miller's May 
18, 2012 email been supplied. If so please state the name and where it may be found, if not, 
please supply the spreadsheet any referenced spreadsheets in excel format, with all formulas 
active. 

Q2.38 Refer to the response to KIUC-1-25. 

a. Please explain in additional detail why the ACES model (Planning Model) does a better 
job reflecting market interaction between dispatching generating units versus buying 
power from the market? 

b. What did ACES mean by "creating a least cost solution". Does that mean least cost in 
the sense of creating an expansion plan, or a least cost dispatchlcommitment process 
which interacts with a market price profile? 

c. The response indicates that the ACES model has the ability to run to show risks in cost- 
to-serve. What that capability used in any analyses presented in testimony in this case. 
If so, please explain how, and if not please explain why not. 

Q2.39 Refer to the response to KIUC-1-32. Was any analysis performed by Big Rivers or any of its 
consultants to determine whether the production cost results produced in the current studies 
were consistent with results developed in the most recent IRP published in 201 O? If not, please 
explain why not, if so, please discuss the findings of that review, and supply any written 
documentation of that process or consideration of that process. 

Q2.40 Refer to the response to KIUC-1-33. 

11 



a. What did Big Rivers mean when it said "analyses of the same size and scope"? 

b. Is that the explanation why it was reasonable for PACE to have included C02 costs in its 
analysis while ACES did not include C02 costs in its analysis? 

Q2.41 In the work that PACE performed, 

a. Please provide a detailed explanation of how coal retirements were determined in the 
MISO market, and please supply any workpapers or documents of any type that were 
developed analyzing the coal retirement issue in MISO. 

b. Please explain how environmental regulations were incorporated in the analysis PACE 
performed, and supply any workpapers or documents of any type that were developed 
analyzing the environmental regulations, and how those regulations should be 
incorporated in the modeling that PACE performed. 

c. Please discuss the findings of how coal retirements and environmental regulations 
factored into the analysis that PACE conducted] and how those impacted the market 
price results that PACE produced. 

(22.42 In the work that ACES performed developing market price forecasts, 

a. Please provide a detailed explanation of how coal retirements were determined in the 
MISO market, and please supply any workpapers or documents of any type that were 
developed analyzing the coal retirement issue in MISO. 

b. As it relates to the market price forecasts that ACES created for any purpose associated 
with this study, please explain how environmental regulations were incorporated in the 
analysis, and supply any workpapers or documents of any type that were developed 
analyzing the environmental regulations, and how those regulations should be 
incorporated in the modeling that ACES performed. 

c. As it relates to the market price forecasts that ACES created for any purpose associated 
with this study, please discuss the findings of how coal retirements and environmental 
regulations factored into the analysis that ACES conducted, and how those impacted the 
market price results that ACES produced. 

Q2.43 Refer to KIUC-1-34. Was anything other than nominal energy market prices from PACE Global 
used in the analysis that was presented in Mr. Hite's testimony. If so please explain how it was 
used, if not why not? 

Q2.44 In its June 1 , 2012 filing of confidential material, Big Rivers filed a draft document entitled "Load 
In Concentration Analysis and Mitigation Plan" dated May 201 2 ("Draft Mitigation Plan"). 

connection with the Draft Mitigation Plan, please respond to the following: 

a. Who or what group within Big Rivers prepared or participated in the preparation of the 
Draft Mitigation Plan? Please state the names of those persons. 

b. Why is the Draft Mitigation Plan in draft form? Has the Draft Mitigation Plan been 
reviewed or approved by the Big Rivers Board of Directors? When does Big Rivers 
expect to finalize the Draft Mitigation Plan? 

c. Please provide all prior drafts of the Draft Mitigation Plan. 

12 



d. 

e. 

f. 

9. 

h. 

i. 

When did work begin on the Draft Mitigation Plan and when was the current draft 
completed? 

Did Big Rivers engage any consultant(s) to assist in preparation of the Draft Mitigation 
Plan? 

Have any consultants reviewed the Draft Mitigation Plan or given input to Big Rivers? If 
so, please identify all consultants. 

Please provide all internal emails regarding preparation of the Draft Mitigation Plan since 
January 1,2012. 

Please provide all documents and communications between Big Rivers and third parties 
regarding preparation of the Draft Mitigation Plan since January 1 , 201 2. 

To whom or to what third party has the Draft Mitigation Plan been circiilated outside Big 
Rivers (other than to the Commission and Intervenors in this docket)? 

Q2.45 On Page 4, Paragraph 3, the Draft Mitigation Plan states that Big Rivers used both the PACE 
Global price curve and a more conservative ACES forward price curve in its preparation. 
Please state whether both the PACE Global price curve and a more conservative ACES 
forward price curve were also used in the production cost modeling prepared by ACES and later 
included in the Big Rivers financial model? If the answer is Yes, please explain how this was 
done and provide which hourly data were used for the period of the modeling study. If the 
answer is No, please explain why Big Rivers chose to use only one price curve in the modeling 
and multiple price curves in preparing the Draft Mitigation Plan. 

Q2.46 On Page 8, Paragraph 3, the Draft Mitigation Plan states that benchmarking data indicates Big 
Rivers’ generation costs currently rank better than more than half of similar utilities. Please 
provide all data and documents supporting and demonstrating that statement. In your answer 
please include the names of all utilities in this statement, identifying those utilities that are 
“similar.” 

Q2.47 On Page 8, following Paragraph 3, the Draft Mitigation Plan contains five bullets, the first 
indicating that to reduce market risks, Big Rivers will evaluate the option of executing forward 
bilateral sales with counterparties and wholesale sales agreements. Please provide the names 
of all perspective counterparties which Big Rivers has contacted regarding bilateral sales or 
wholesale sales agreements and the status of those discussions. Please state whether Big 
Rivers has entered into a confidentiality agreement with any such perspective counterparties. If 
so, please identify the counterparty and the status of those discussions. 

(22.48 On Page 9, first literary paragraph, the Draft Mitigation Report indicates long-term approaches 
will include executing long-term wholesale agreements. 

a. Please state whether Big Rivers has commenced any such investigations and, if so, 
state the identity of those counterparties. 

b. Please describe all steps taken to date in pursuance of this approach. 

Q2.49 On Page 9, first literary paragraph, the Draft Mitigation Report indicates long-term approaches 
will include existing load expansion. 
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a. Please state whether Big Rivers has commenced any such investigations and, if so, 
state the identity of those parties. 

b. Please describe all steps taken to date in pursuance of this approach. 

Q2.50 On Page 9, first literary paragraph, the draft Mitigation Report indicates long-term approaches 
will include load expansion by increasing the existing industrial load and by attracting new 
industries. 

a. Please state whether Big Rivers has commenced any such investigations and, if so, 
state the identity of those parties. 

b. Please describe all steps taken to date in pursuance of this approach. 

Q2.51 On Page 9, first literary paragraph, the draft Mitigation Report indicates long-term approaches 
will include load expansion by attracting new Members. 

a. Please state whether Big Rivers has commenced any such investigations and, if so, 
state the identity of those parties. 

b. Please describe all steps taken to date in pursuance of this approach. 

c. Please state your understanding of the notice period in the contracts between TVA and 
the five Kentucky cooperatives in Kentucky being served by TVA. 

Q2.52 On Page I O ,  Final Paragraph, the Draft Mitigation Plan discusses the additional option of laying- 
up individual generating units or entire generating stations. Scenarios 3, 4, 6 and 7 include this 
option. 

a. Please describe the extent to which Big Rivers has investigated this option. 

b. Please provide copies of all studies and documents prepared in connection with same. 

Q2.53 On Page 11, First Paragraph, the Draft Mitigation Plan discusses the additional option of 
liquidating generating stations. 

a. Please describe the extent to which Big Rivers has investigated this option. 

b. Please provide copies of all studies and documents prepared in connection with same. 

Q2.54 On Page 10, Final Paragraph, the Draft Mitigation Plan discusses the additional option of a (i) 
merger with another G&T cooperative, (ii) acquisition of Big Rivers by another G&T cooperative 
or (iii) acquisition of Big Rivers by an Investor-Owned Utility. 

a. Please describe the extent to which Big Rivers has investigated this option and provide 
copies of all studies and documents prepared in connection with same. 

b. If Big Rivers would consider the three options listed above after smelter closure, would 
Big Rivers consider investigating either of those options before smelter closure to 
determine if such options would prevent smelter closure and be beneficial to Big Rivers, 
the smelters and save the Western Kentucky jobs. If your answer is No, please explain 
fully. 
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Q2.55 Refer to page 8 of the Load Concentration Analysis and Mitigation Plan, which states, 
“Benchmarking data indicates Big River’s generation costs currently rank better than more than 
half of similar unit’s costs, thus Big Rivers should be able to market a significant amount of its 
excess power.” 

a. Please supply the benchmarking data and any analysis performed or reports written 
associated with that data. 

b. What parties has Big Rivers entered into discussions with concerning marketing its 
excess power, and what discussions were held? Please supply any written 
communication of any form that went back and forth between Big Rivers and that party? 

Q2.56 On page 9 (Load Concentration Analysis), Big Rivers states that many entities were short of 
generating capacity prior to the economic downturn and will likely return to the same situation 
when the economy strengthens. Please supply any analysis or support of any kind that the 
Company possesses that it based that statement on. 

Q2.57 On page 9 (Load Concentration Analysis), Big Rivers also states that it has “a cost competitive 
advantage over many of its peers because it has a lower cost generating fleet than most which 
has largely already been retrofitted with pollution controls.” 

a. Does this mean that Big Rivers generating fleet is lower in cost because Big Rivers has 
not already been retrofitted with pollution controls, while the others have? Please 
explain. 

Q2.58 Referring to the Load Concentration Analyqis. Once the requested environmental upgrades 
have been made, will Big Rivers generating fleet still be lower in cost than the others? Please 
explain. 

Q2.59 Concerning Scenarios I through 8 of the Load Concentration Analysis, did ACES perform the 
modeling work using the PAR model? If not, who performed the modeling work and what 
production cost model was used? 

Q2.60 Concerning Scenario I of the Load Concentration Analysis: 

a. Was that scenario the same scenario as the Build, No Smelter Scenario in the 
Company’s ECP filing? If not, please explain the differences (process, data 
assumptions, etc). 

b. Other than the market price forecast, did PACE Global supply any other data that was 
used in the analysis. If so, please provide all information, documentation, etc, that 
PACE supplied for the production cost analysis. 

c. If this scenario is different than the Build, No Smelter Scenario in the Company’s ECP 
filing, provide a list of all assumptions that differentiated this case from the Build, No 
Smelters case in the ECP filing. Also, provide a fully populated, input database to the 
production cost model that was used to conduct the analysis and provide all results 
electronically from the production cost model used to develop that case. In addition, 
provide the input assumptions for the production cost model in excel spreadsheet format 
as the Company did for other cases supplied. 

d. Finally, provide all models, workpapers, analyses, etc that were created and used to 
develop the results that are found on page 13 of the report. These models should be 
supplied electronically, with all referenced spreadsheets attached, and all formulas 
active. 



e. Provide all models, data assumptions, workpapers, analyses, etc. that were created to 
perform an economic analysis (Net Present Value or similar analysis). These models 
should be supplied electronically, with all referenced spreadsheets attached, and all 
formulas active. 

Q2.61 Concerning Scenario 2 of the Load Concentration Analysis: 

a. Was that scenario the same scenario as the Buy, No Smelter Scenario in the Company's 
ECP filing? If not, please explain the differences (process, data assumptions, etc). 

b. Other than the market price forecast, did PACE Global supply any other data that was 
used in the analysis. If so, please provide all information, documentation, etc, that 
PACE supplied for the production cost analysis. 

c. If this scenario is different than the Buy, No Smelter Scenario in the Company's ECP 
filing, provide a list of all assumptions that differentiated this case from the Build, No 
Smelters case in the ECP filing. Also, provide a fully populated, input database to the 
production cost model that was used to conduct the analysis and provide all results 
electronically from the production cost model used to develop that case. In addition, 
provide the input assumptions for the production cost model in excel spreadsheet format 
as the Company did for other cases supplied. 

d. Finally, provide all models, workpapers, analyses, etc that were created and used to 
develop the results that are found on page 14 of the report. These models should be 
supplied electronically, with all referenced spreadsheets attached, and all formulas 
active. 

e. Provide all models, data assumptions, workpapers, analyses, etc. that were created to 
perform an economic analysis (Net Present Value or similar analysis). These models 
should be supplied electronically, with all referenced spreadsheets attached, and all 
formulas active. 

Q2.62 Concerning Scenario 3 of the Load Concentration Analysis: 

a. Please provide the ACES market price forecast (referred to as lower market prices), and 
all models, assumptions, documentation, etc, used or produced in developing the market 
price forecast. Please supply all models and spreadsheets electronically, with all 
formulas active. 

b. Provide a list of all assumptions that differentiated this case from the Buy, No Smelters 
case in the ECP filing. Also, provide a fully populated, input database to the production 
cost model that was used to conduct the analysis and provide all results electronically 
from the production cost model used to develop that case. In addition, provide the input 
assumptions for the production cost model in excel spreadsheet format as the Company 
did for other cases supplied. 

c. Finally, provide all models, workpapers, analyses, etc that were created and used to 
develop the results that are found on page 15 of the report. These models should be 
supplied electronically, with all referenced spreadsheets attached, and all formulas 
active. 

d. Provide all models, data assumptions, workpapers, analyses, etc. that were created to 
perform an economic analysis (Net Present Value or similar analysis). These models 
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should be supplied electronically, with all referenced spreadsheets attached, and all 
formulas active. 

Q2.63 Concerning Scenario 4 of the Load Concentration Analysis: 

a. Provide a list of all assumptions that differentiated this case from Scenario 3 of the Load 
Concentration Analysis. Also, provide a fully populated, input database to the production 
cost model that was used to conduct the analysis and provide all results electronically 
from the production cost model used to develop that case. In addition, provide the input 
assumptions for the production cost model in excel spreadsheet format as the Company 
did for other cases supplied. 

b. Finally, provide all models, workpapers, analyses, etc that were created and used to 
develop the results that are found on page 16 of the report. These models should be 
supplied electronically, with all referenced spreadsheets attached, and all formulas 
active. 

c. Provide all models, data assumptions, workpapers, analyses, etc. that were created to 
perform an economic analysis (Net Present Value or similar analysis). These models 
should be supplied electronically, with all referenced spreadsheets attached, and all 
formulas active. 

Q2.64 Concerning Scenario 5 of the Load Concentration Analysis: 

a. Provide a list of all assumptions that differentiated this case from Scenario I of the Load 
Concentration Analysis. Also, provide a fully populated, input database to the production 
cost model that was used to conduct the analysis and provide all results electronically 
from the production cost model used to develop that case. In addition, provide the input 
assumptions for the production cost model in excel spreadsheet format as the Company 
did for other cases supplied. 

b. Finally, provide all models, workpapers, analyses, etc that were created and used to 
develop the results that are found on page 17 of the report. These models should be 
supplied electronically, with all referenced spreadsheets attached, and all formulas 
active. 

c. Provide all models, data assumptions, workpapers, analyses, etc. that were created to 
perform an economic analysis (Net Present Value or similar analysis). These models 
should be supplied electronically, with all referenced spreadsheets attached, and all 
formulas active. 

Q2.65 Concerning Scenario 6 of the Load Concentration Analysis: 

a. Provide a list of all assumptions that differentiated this case from Scenario 4 of the Load 
Concentration Analysis. Also, provide a fully populated, input database to the production 
cost model that was used to conduct the analysis and provide all results electronically 
from the production cost model used to develop that case. In addition, provide the input 
assumptions for the production cost model in excel spreadsheet format as the Company 
did for other cases supplied. 

b. Finally, provide all models, workpapers, analyses, etc that were created and used to 
develop the results that are found on page 18 of the report. These models should be 
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supplied electronically, with all referenced spreadsheets attached, and all formulas 
active. 

c. Provide all models, data assumptions, workpapers, analyses, etc. that were created to 
perform an economic analysis (Net Present Value or similar analysis). These models 
should be supplied electronically, with all referenced spreadsheets attached, and all 
formulas active. 

Q2.66 Concerning Scenario 7 of the Load Concentration Analysis: 

a. Provide a list of all assumptions that differentiated this case from Scenario 6 of the Load 
Concentration Analysis. Also, provide a fully populated, input database to the production 
cost model that was used to conduct the analysis and provide all results electronically 
from the production cost model used to develop that case. In addition, provide the input 
assumptions for the production cost model in excel spreadsheet format as the Company 
did for other cases supplied. 

b. Finally, provide all models, workpapers, analyses, etc that were created and used to 
develop the results that are found on page 19 of the report. These models should be 
supplied electronically, with all referenced spreadsheets attached , and all formulas 
active. 

c. Provide all models, data assumptions, workpapers, analyses, etc. that were created to 
perform an economic analysis (Net Present Value or similar analysis). These models 
should be supplied electronically, with all referenced spreadsheets attached, and all 
formulas active. 

Q2.67 Concerning Scenario 8 of the Load Concentration Analysis: 

a. Provide a list of all assumptions that differentiated this case from Scenario 1 of the Load 
Concentration Analysis. Also, provide a fully populated, input database to the production 
cost model that was used to conduct the analysis and provide all results electronically 
from the production cost model used to develop that case. In addition, provide the input 
assumptions for the production cost model in excel spreadsheet format as the Company 
did for other cases supplied. 

b. Finally, provide all models, workpapers, analyses, etc that were created and used to 
develop the results that are found on page 20 of the report. These models should be 
supplied electronically, with all referenced spreadsheets attached, and all formulas 
active. 

c. Provide all models, data assumptions, workpapers, analyses, etc. that were created to 
perform an economic analysis (Net Present Value or similar analysis). These models 
should be supplied electronically, with all referenced spreadsheets attached, and all 
formulas active. 

Q2.68 In the ECP filing production cost analyses, ACES used a single reference case fuel forecast, 
market price forecast, allowance price forecast from PACE Global even though PACE supplied 
200 iterations. 

a. In the Load Concentration Study, was the same approach used in which a single 
reference case forecast for market prices, fuel costs, and allowance prices were used? 
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b. If not, please explain why it was appropriate to conduct the studies differently? 

c. If so, please explain why single forecasts were used when PACE created multiple 
iterations. 

Q2.69 On page 23 of the Load Concentration Study report, it states that Big Rivers will continue to 
conduct analyses. What analyses have been conducted since the Draft Report has been 
produced, or will be conducted? Please provide a detailed description of what have been or will 
be conducted. 

Q2.70 Concerning the LMP Impact Study - Loss of Smelter Load 

a. 

b. 

C. 

Please explain how results of this study factored into any results filed in the Company's 
ECP filing, or factored into any of the Scenarios 1 - 8 of the Load Concentration 
Analysis. 

Please provide all outputs from the LMP Impact Study that were treated as inputs to any 
study discussed in part a of this question. 

Why wasn't the PROMOD model used to conduct the studies discussed in part a of this 
question? 

Q2.71 Regarding the PACE Global MISO Power Price Assessment dated January 12,2012 

a. 

b. 

C. 

d. 

Are the reference price forecasts the same as what were used in the ACES analyses far 
the ECP Filing (Base Case, Build Case, etc)? 

Please provide an explanation of how the forecasts found on page 4 relate to the 200 
iteration forecasts found in PACE-Big Rivers Data Request Outputs~l20524.xlsx. 
Explain the difference in the way that the forecasts were created, and the difference in 
the way that the forecasts were used in any studies. 

Please supply all models, input data assumptions, spreadsheets, and documentation of 
any type, used in creating the data found on page 4 (HH Gas Prices), page 5 (coal 
prices), page 7 (C02 prices), page 10 - 12 (market prices), and results found on pages 
13 - 15. Also spreadsheets and models, should be provided electronically, with all 
formulas included. The spreadsheets and models for the data found on these pages 
should also be provided. 

Page 17 indicates that PACE Global would supply detailed data on MISO power price 
projections. Please supply the detailed data that PACE Global supplied to Big Rivers. 
This should be provided electronically, and all spreadsheets and models should have all 
referenced spreadsheets included and all formulas included. 
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Respectfully submitted, 

BOEHM, KURTZ & LOWRY 
36 East Seventh Street, Suite 151 0 
Cincinnati, Ohio 45202 
Ph: (513) 421-2255 Fax: (513) 421-2764 
E-Mail: mkurtz@BKLlawfirm.com 

COUNSEL FOR KENTUCKY INDUSTRIAL UTILITY 
CUSTOMERS, INC. 

.- . 
David C. Brown, Esq. 
STITES & HARBISON 
1800 Providian Center, 400 West Market Street 
Louisville, KY 40202 
Ph: (502) 587-3400 Fax: (502) 587-6391 
E-mail. dbrown@stites.com 

r 

CO-COUNSEL FOR ALCAN PRIMARY PRODUCTS 
CORPORATION 

May21, 2012 
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ATTORNEYS AT JAW 
36 EAST SEVENTH STREET 

SUITE 1510 
CINCINNATI, OHIO 45202 
TELEPHONE (513) 421-2255 

TELECOPlER (513) 421-2764 

Via OverniFht Mail 

May 2,2012 

Mt. Jeff Derouen, Executive Director 
Kentucky Public Service Commission 
21 1 Sower Boulevard 
Frankfort, K.entucky 40602 

Re: Case No. 2012-00063 

Dear Mr. Derouen: 

Please find enclosed the original and ten (10) copies of KENTIJCKY INDUSTRIAL UTILITY 
CUSTOMERS, INC.’s E P L Y  TO BIG RIVERS ELECTRIC CORPOKATION’S RESPONSE TO MOTION 
TO DISMISS for filing in the above-referenced matter. 

By copy of this letter, all parties listed on the Certificate of Service have been served. Please place these 
documents of file. 

L Very Truly Yours, 

Kurt J. Boehm, Esq. 
BOEHM, KURTZ & LOWRY 

MLKkcw 
Attachment 
cc: Certificate of Service 

Quang Nyugen, Esq. 
David C. Brown, Esq. 

(,: WORh KIUC. Kenergy Big Rivers 2012 00063 (Env. compliance R- surcharge) Dcrouan Ltr.docs 



I hereby certify that a copy of the foregoing was served by electronic mail (when available) and by 
mailing a true and correct copy by regular, T I S .  Mail, unless other noted, this 2nd day of May, 2012 to the 
following 

Kurt J. Boehm, Esq. 

JENNIFER B HANS, ESQ. 
ASSISTANT ATTORNEY GENERAL'S OFFICE 
1024 CAPITAL CENTER DRIVE, STE 200 
FRANKFORT. KENTUCKY 40601 -8204 

JAMES M MILLER, ESQ. 
SULLIVAN, MOUNTJOY, STALNRACK & MILLER, PSC 
100 ST. ANN STREET 
P.O. BOX 727 
OWENSBORO, KENTUC'KY 42 302-0727 



COMMONWEALTH OF KENTUCKU 

BEFORE THE PUBLIC SERVICE C O ~ S S I O N  

I N  THE MATTER OF: THE APPLICATION OF BIG RIVERS 
ELECTRIC CORPORATION FOR APPROVAL, OF ITS 2012 
ENVIRONMENTAL COMPLIANCE PLAN., FOR APPROVAL OF ITS 
AMENDED ENVIRONMENTAL COST RECOVERY SURCHARGE 
TARIFF, FOR CERTIFICATES OF PUBLIC CONVENIENCE AND 
NECESSITY, AND FOR AUTHORITY TO ESTABLISH A 
REGULATORY ACCOUNT 

: Case No. 2012-00063 
: 

KENTUCKY INDUSTRIAL UTILITY CUSTOMERS, INC’S REPLY TO 
BIG RIVERS ELECTRIC CORPORATION’S RESPONSE TO MOTION TO DISMISS 

I. INTRODUCTION 

Kentucky Industrial Utility Customers, Inc. (“WC’) submits this R.eply to Big Rivers Electric 

Corporation’s (“Big Rivers”) April 26,2012 Response to W C ’ s  Motion to Dismiss. 

II. ARGUMENT 

1. Big Rivers’ Claim That The Commission Lacks Authority To Dismiss Its Application Is Not 
Supported By KRS 278.020 and KRS 278.183. 

On page 2 of its Response, Big Rivers argues that the Commission does not have authority to 

dismiss an application that meets all applicable filing requirements of KRS 278.020 and KRS 278.183. 

Big Rivers states: 

“Both statutes require the Commission to rule on the merits of an application and neither 
statute grants the Commission authority to dismiss an application that meets all 
applicable filing requirements because the application does not contain all the 
information an intervenor might request.’’ (Response p. 2) 



With respect to KRS 278.020, that section gives the Commission broad authority to approve, 

modify or disapprove an application; and gives the Commission discretion to conduct a hearing or decide 

the case as filed. KRS 278.020(1) states: 

“Upon the filing of an application for a certificate, and after any public hearing which 
the commission may in its discretion conduct for  all interested parties, the commission 
may issue or re$ise to issued the certificate, or issue it in part and refiise it in part.. .” 

If the Commission determines that the evidence presented in Big Rivers Application and 

testimony is insufficient to determine the reasonableness and cost-effectiveness of Big Rivers’ proposed 

Certificate and ECR plan, the Commission has authority to dismiss it without prejudice, pursuant to KRS 

278.020. 

With respect to KRS 278.183, Big Rivers’ Application and testimony does not meet “all 

applicable filing requirements” so its Application can be, and should be, dismissed. KRS 287.1 83 

requires that the Commission conduct a hearing in order to “[clonsider and approve the plan and rate 

siircharge if the commission finds the plan and rate surcharge reasonable and cost-effective for  

compliance with the applicable environmental requirements.. .” As explained in KIUC’s Motion to 

Dismiss, Big Rivers has not submitted sufficient evidence to support a finding that its plan is reasonable 

and cost-effective. Big Rivers’ Application and supporting testimony merely states the utility’s 

conclusion that: its plan is cost-effective. Big Rivers fails to provide sufficient data or testimony to 

support its conclusion. Big Rivers’ unsupported cIaim that its plan is cost-effective is insufficient 

evidence for the utility to establish a prima facie case that its plan is “reasonable and cost-efflective” per 

KRS 278.183. Without this prima facie case, the KRS 278.1 83(2) hearing requirement is not applicable. 

As explained in KKJC’s Motion to Dismiss, Big Rivers’ Application is missing critical 

information needed to support its proposal. This information includes, but is not limited to: 

0 Sargent & Lmdy models and electronic spreadsheets used to assess compliance 
options. 



PACE Global information provided to ACES Power Marketing, which includes 
forward hourly energy prices, monthly coal prices, monthly natural gas prices, 
and monthly allowance prices. 

Big Rivers’ plant specific data provided to ACES Power Marketing. 

The ACES Power Marketing production cost models used. 

The Big Rivers’ corporate financial model used and studies of compliance 
alternatives. 

Testimony from a PACE Global witness to support their projections of forward 
hourly energy prices, monthly coal prices, monthly natura1 gas prices and monthly 
allowance prices. 

Testimony from an ACES witness to support the production cost model runs. 

The assumptions under the sensitivity studies which assume the loss of the 
7,300,000 mVirh Smelter load at the end of 2013 (70% of native load sales) were 
not provided. So the Commission and Intervenors are left to guess whether Big 
Rivers assumed it would sell 7,300,000 mWh into the wholesale market as a 
merchant generator (for how much?), would close power plants (at what cost?), 
would sell power plants (at what price?), would merge with another G&T 
cooperative or would be acquired by an investor-owned electric utility. 

As the Attorney General has also noted in its own Motion to Dismiss, filed on April 25,2012, Big 

Rivers’ Application fails to provide sufficient evidence with which the Co&ssion can make the 

determinations required under KRS 278.183 and KRS 278.020. Therefore, Big Rivers has not made a 

prime facie showing and has failed to meet its burden of proof with substantial evidence. 

2. Big Rivers’ Submission Of New Evidence In Its Response To W C ’ s  Motion To Dismiss 
Does Not Cure The Utility’s Deficient Application. 

On page 3 of its Response, Big Rivers contends that KIUC’s LLred complaint [in the KIUC 

Motion to Dismiss] seems to be that it has insiiJyicient time to conduct discovery.” Big Rivers attempts to 

resolve this perceived complaint by providing additional evidence in support of its conclusion that its 

ECR plan is reasonable and cost-effective. Big Rivers states that it recognizes: 

“the time constraints placed on the Commission and parties.. . [and] given that KIUC’s 
Motion to Dismiss indicates certain information that KIUC may later ask for  in 
discovery, Big Rivers provides the following information mentioned in the Motion to 
Dismiss in lieu of waiting,for K;TUC’s discovery requests: 



I, Electronic copies of the spreadsheet niwdels used in the cost egectiveness 
evaltiatian; and 

2. PACE Global price citrve data for energy prices, firel prices, and allowance prices.” 

This unsolicited offer of additional data by Big Rivers is merely an attempt to back-fill an 

Application that was insufficient to support Big Rivers’ proposal, and an admission against interest that 

it’s Application was indeed deficient. Further, Big Rivers has not offered a witness to sponsor this new 

evidence. 

The appropriate cure for a deficient filing is not for Big Rivers to haphazardly provide some of 

the missing evidence, without a sponsoring witness, as a part of its response to a Motion to Dismiss. 

Instead, the Commission should require Big Rivers to withdraw and re-file its Application with the proper 

supporting documents sponsored by a Big Rivers witness. 

III. CONCLUSION 

For the foregoing reason KIUC respectfully requests that the Commission dismiss, without 

prejudice, the April 2,2012 Application of Big Rivers. 

Respectfully submitted, 

Michael L. Kurtz, hq. ” 

Kurt J. Boehm, Esq. 
BOEHM, KURTZ & LOWRY 
36 East Seventh Street, Suite 1510 
Cincinnati, Ohio 45202 
Ph: (513) 421-2255 Fax: (513) 421-2764 
E-Mail: mkurtz(cciBKLlawfirm.com 
kboehmci BKLlawfirm.com 

COUNSEL FOR KLENTUCW INDUSTRIAL 
UTILITY CUSTOMERS, INC. 

http://mkurtz(cciBKLlawfirm.com
http://BKLlawfirm.com


May 2,2012 

David C. Brown, Esq. 
STITES & HARBISQN 
1800 Aegon Center, 400 West Market Street 
Louisville, KY 40202 

E-mail. dbrown@i s tites. corn 
Ph: (502) 587-3400 Fax: (502) 587-6391 

CO-COUNSEL FOR ALCAN PRIMARY 
PRODUCTS CORPORATION 
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ATTORNEYS AT LAW 
36 EAST SEVENTH STREET 

SUITE 1510 
CINCINNATI, OHIO 45202 
TELEPHONE (513) 421-2255 

TELECOPIER (513) 421.2764 

Via Qvernbht Mail 

April 1 1 .  2012 

Mr. Jeff Derouen, Executive Director 
Kentucky Public Service Commission 
2 1 1 Sower Boulevard 
Frankfort, Kentucky 40602 

Re: Case No. 2012-00063 

Dear Mr. Derouen: 

Please find enclosed the original and ten (10) copies each of the PETITION TO INTERVENE OF THE 

By copy of this letter, all parties listed on the Certiticate of Service have been served. Please place these 

KENTl ICKY INDIJSTRTAL, UTILITY CUSTOMERS, INC. for filing in the above-referenced matter. 

documents of file. 

Very Truly Yours, 

Michael L. Kur t~ ,  Esq. 
Kurt J. Boehm, Esq. 
BOEHM, KURT2 & LOWRY 

MLKkcw 
Attachment 
cc: Certificate of Service 

Richard Raff. Esq 
David C. Brown. Esq. 



COMMONWEALTH OF KENTUCKY 
BEFOm THE PTJBLIC SERVICE COMMISSION 

IN THE MATTER OF: THE APPLICATION OF BIG RIVERS 
ELECTRIC CORPORATION FOR APPROVAL OF ITS 2012 
ENVIRONMENTAL COMPLJANCE PLAN., FOR APPROVAL OF ITS 
AMENDED ENVIRONMENTAL COST RECOVERY SURCHARGE 
TARIFF, FOR CERTIFICATES OF PTJBLIC CONVENIENCE AND 
NECESSITY, AND FOR AUTHORITY TO ESTABLISH A 
REGULATORY ACCOUNT 

: Case No. 2012-00063 
: 

PETITION TO INTERVENE OF 
KENTIJCKY INDUSTRIAL UTILITY CUSTOMERS, INC. 

Pursuant to K.R.S. $278.310 and 807 KAR 5:001 Section 3(8), Kentucky Industrial Utility Customers, 

Inc. (“KIXJC”) requests that it be granted fill intervenor status in the above-captioned proceeding and states in 

support thereof as follows: 

1. KITJC is an association of the largest electric and gas public utility customers in Kentucky. The purpose 

of W C  is to represent the industrial viewpoint on energy and utility issues before this Commission and before 

all other appropriate governmental bodies. 

2. The members of KIUC who purchase electricity from Big Rivers Electric Corporation (“Big Rivers”) 

through Kenergy Carp. who will participate herein are: Alcan Primary Products Corporation, Century Aluminum 

of Kentucky, General Partnership, Domtar Paper Co., LLC, Kimberly Clark Corporation and Aleris International, 

Inc. KIUC will supplement its Petition with the names of additional participating members as this information 

becomes known. 

3, 

Kenergy for pass-through to retail consumers are just and reasonable. 

All KRJC member companies have a similar interest in ensuring that the rates charged by Big Rivers to 

4. The matters being decided by the Commission in this case may have a significant impact on the rates paid 

by KIIJC members for electricity. Electricity represents a significant cost of doing business for KIUC members. 

The attorneys for KR.JC authorized to represent them in this proceeding and to take service of all documents are: 



Michael L. Kurtz, Esq. 
Kurt J. Boehm, Esq. 
BOEJlM, KURTZ & LOWRY 
36 E. Seventh Street, Suite 1510 
Cincinnati, Ohio 45202 
Ph: (513) 421-2255, Fax: (513) 421-2765 
E-Mail: nlkurtzta]BI(Llawfirm.com 
kboehm(a!BK-Llawf.com 
COIJNSEL FOR KENTUCKY INDUSTRIAL UTILITY CUSTOMERS, LNC. 

David C. Brown, Esq. 
STITES & HARBISON 
1800 Providian Center 
400 West Market Street 
Louisville, KY 40202 
Ph: (502) 587-3400 Fax: (502) 587-6391 
E-mail. dbrown(cc!stites.com 
CO-COUNSEL FOR ALCAN PRIMARY PRODUCTS CORPORATION 

5. The position of KIUC cannot be adequately represented by any existing party. KIUC intends to play a 

constructive role in the Commission’s decision making process herein and KIUC’s participation will not unduly 

prejudice any party. 

UrlTEREFORIE, IUUC requests that it be granted full intervenor status in the above captioned 

proceeding. 

Respectfully submitted, 

Michael L. Kurtz, Esq. 
Kurt J. Boehm, Esq. 
BOEHM, KURTZ & LOWRY 
36 East Seventh Street, Suite 1510 
Cincinnati, Ohio 45202 
Ph: (513) 421-2255 Fax: (513) 421-2764 
E-Mail: ~ z ( u ; B K L l a w f i n n . c o m  
-_-_I_ kboehm{@BKLlawfm.com 
COUNSEL FOR KENTUCKY INDUSTRIAL UTILITY 
CUSTOMERS, INC. 

I STITES & I€4RBISON 
1800 Providian Center, 400 West Market Street 
Louisville, KY 40202 
Ph: (502) 587-3400 Fax: (502) 587-6391 
E-mail. dbrown(a:stites.com 

CORPORATION 
CO-COUNSEL FOR ALCAN PRIMARY PRODUCTS 

April 11,2012 
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CERTIFICATE OF SERVICE 

I hereby certify that a copy of the foregoing was served by electronic mail (when available) or by niailing 
a true and correct copy by overnight mail, unless other noted, this 1 ITH day of April, 2012 to the following 

Michael L. Kurtz, Esq. 
Kurt J. Boehm, Esq. 

Honorable James M Miller 
Attorney at Law 
Sullivan, Mountjoy, Stainback & Miller, PSC 
100 St. Ann Street 
P.O. Box 727 
Owensboro, KY 42302-0727 
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BOE 
ATTORNEYS AT LAW 

36 EAST SEVENTH STREET 
SUITE 1510 

CINCINNATI, OHIO 45202 
TELEPHONE (513) 421-2255 

TELECOPIER (513) 421-2764 

Via Overnight Mail 

April 20,20 12 

Mr. Jeff Derouen, Executive Director 
Kentucky Public Service Commission 
2 1 1 Sower Boulevard 
Frankfort, Kentucky 40602 

Re: Case No. 2012-00063 

Dear Mr. Derouen: 

Please find enclosed the original and ten (10) copies each of the MOTION TO DISMISS OF T I E  

By copy of this letter, all parties listed on the Certificate of Service have been served. Please place these 

KENTUCKY INDUSTRIAL UTLITY CUSTOEVLERS, INC. for filing in the above-referenced matter. 

documents of file. 

Verv Trulv Yours, 

Michael I.,. K u r t ~ ,  Esq. 
Kurt J. Boehm, Esq. 
BOEEM, KURTZ & LQWRY 

MLKkew 
Attachment 
cc: Certificate of Service 

Quang Nyugen, Esq. 
David C. Brown, Esq. 

1,: WORh hlUC hcnergy Rig Rivers 201 Z 00063 (Env ccimplisncc Rr surcharge) Derouen ttr.docx 



CERTIFICATE OF SERWCE 

I hereby certify that a copy of the foregoing was served by electronic mail (when available) or by mailing 
a true and correct copy by overnight mail, unless other noted, this 20TH day of April, 2012 to the following 

- c  
Michael L. Kurtz, Esq. 
Kurt J. Boehm, Esq. 

JENNIFER B HANS, ESQ. 
ASSISTANT ATTORNEY GENERAL'S OFFICE 
1024 CAPITAL CENTER DRIVE, STE 200 
FRANKFORT, KENTlJCKY 40601-8204 

JAMES M MILLER, ESQ. 
SULLTVAN, MOUNTJOY, STAINBACK & MILLER, PSC 
100 ST. ANN STREET 
P.O. BOX 727 
0 WENSB ORO, KENTlJCKY 4 2 3 02 -0 7 2 7 



COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

IN THE MATTER OF: 

IN THE MATTER OF: THE APPLICATION OF BIG RIVERS 
ELECTRIC CORPORATION FOR APPROVAL OF ITS 2012 
ENVIRONMENTAL COMPLIANCE PLAN., FOR APPROVAL 
OF ITS AMENDED ENVIRONMENTAL COST RECOVERY 
SIJRCHARGE TARIFF, FOR CERTIFICATES OF PIJBLIC 
CONVENIENCE AND NECESSITY, AND FOR AUTHORITY 
TO ESTABLISH A REGULATORY ACCOUNT 

. Case No. 2012-00063 . 

MOTION TO DISMISS 

Kentucky Industrial Utility Customers, Inc. (“KIIJC”) moves the Kentucky Public Service 

Commission (“Cornmission”) to enter an Order dismissing the instant action initiated by Big Rivers 

Electric Corporation (“Big Rivers”). The Application filed by Big Rivers on April 2, 2012 

(“Application”) fails to provide sufficient evidence with which the Commission can make the 

determinations required under KRS 278.183 and KRS 278.020. Consequently, Big Rivers has not made 

a prime facie showing and has failed to meet its burden of proof with substantial evidence.’ The 

Commission should dismiss the instant action without prejudice. Big Rivers should then refile its 

AppIication with the requisite evidence. 

’ This Commission and Kentucky courts have repeatedly stated that “[a]pplicants before an administrative agency have the 
burden of proof.” Order, Case No. 2005-00220 @lay 19,2006); Order, Case No. 2005-00057 (Feb. 9,2007); Energy 
Regulatory Commission v. Kentiicky Power Company, Ky. App., 605 S.W. 2d 46,50 (1980); Order, Case Na. 2001-00265 
(May 13,2002). Further administrative findings must be based on substantial evidence. Kentucky Board of Niirsing v. Ward, 
Ky. App., 890 S.W.2d 641,642 (1994). 

1 



MEMORANDUM IN SUPPORT 

Big Rivers faded to provide the requisite evidence with which the Commission can make a 

determination as to whether its Application satisfies the requirements of IuiS 278.183 or KRS 278.020. 

KRS 278.183 requires the Commission to determine whether an environmental compliance plan and rate 

surcharge are “reasonable and cost-effective” for compliance with certain environmental requirements. 

Additionally KRS 278.020 requires the Commission to determine whether “public convenience and 

necessity require” the projects proposed in Big Rivers’ Application. But the Application fails to provide 

the requisite evidence with which the Commission can make such determinations. Consequently, Big 

Rivers failed to meet its burden of proof and failed to provide substantial evidence to support its 

Application. Therefore, the Commission should dismiss the instant action without prejudice. 

As described by Big Rivers witness Mark A. Hite, Big Rivers hired Sargent & Lundy, LLC 

(“S&L”) to conduct an analysis of the cost-effectiveness of various compliance strategiesq2 Based on 

S&L’s analysis, Big Rivers chose three alternatives to evaluate from a cost-effectiveness standpoint, 

which Big Rivers has labeled the “Build Case,” “Partial Build Case,” and “Buy Case.”3 Big Rivers 

acquired forward pricing data from PACE Global and hired ACES Power Marketing (“ACES”) to run 

production cost models4 Big Rivers compiled this data to develop four financial models used to 

evaluate the Build Case, Partial Build Case, Buy Case, and the status quo “Base Case.”’ Big Rivers also 

performed two sensitivity studies to assess whether the compliance strategy would change if the Smelter 

load was eliminated after 2013.6 The Smelter annual load of 7,300,000 mvirh represents approximately 

’ Direct Testimony of Mark A. Hite (“Hite Testimony”)(April2,2012) at 5:3-7. 
Hite Testimonyat 6:l-17. 
Hite Testimony at 7:18-85. 
Hite Testimony at 75-10“ 
Hite Testimonyat 9:19-10:18. 



70% of Big Rivers’ native load energy sales. The sensitivity studies were performed only against the 

Build Case and Buy Case compliance alternatives. 

Big Rivers’ Application provides only a cursory explanation of the entire analysis conducted and 

omits information and testimony critical to determining whether its compliance plan and rate surcharge 

are reasonable and cost-effective, or whether the projects proposed by it are required by public 

convenience and necessity. Critical information and testimony missing from the Application includes, 

but is not limited to: 

Sargent & Lundy models and electronic spreadsheets used to assess compliance options. 

PACE Global information provided to ACES Power Marketing, which includes forward 
hourly energy prices, monthly coal prices, monthly natural gas prices, and monthly 
allowance prices. 

Big Rivers’ plant specific data provided to ACES Power Marketing. 

The ACES Power Marketing production cost models used. 

The Big Rivers’ corporate financial model used and studies of compliance alternatives. 

Testimony from a PACE Global witness to support their projections of forward hourly 
energy prices, monthly coal prices, monthly natural gas prices and monthly allowance 
prices. 

Testimony from an ACES witness to support the production cost model runs. 

The assumptions under the sensitivity studies which assume the loss of the 7,300,000 
m w h  Smelter load at the end of 2013 (70% of native load sales) were not provided. So 
the Commission and Intervenors are left to guess whether Big Rivers assumed it would 
sell 7,300,000 mwh into the wholesale market as a merchant generator (for how much?), 
would close power plants (at what cost?), would sell power plants (at what price?), would 
merge with another G&T cooperative or would be acquired by an investor-owned electric 
utility. 

The Company provided only a one page summary of the results of its review of the compliance 

alternatives and the two sensitivity studies attached as an Exhibit to Mr. Hite’s testimony. This one page 

summary is insuffcient evidence for the utility to establish aprime facie case and meet its burden of 

proof. 

3 



Big Rivers’ Application is deficient, especially when compared to the level of detail provided in 

the recent environmental compliance filings of Kentucky Power Company, Kentucky Utilities 

Campany, and Louisville Gas & Electric Company. 

Big Rivers failed to provide critical information which the Commission would need to consider 

in making the determinations required under KRS 278.1 83 and KRS 278.020. The glaring deficiencies 

in the Application prevent Big Rivers &om establishing a prime facie case that its environmental 

compliance plan is reasonable or cost-effective in light of other alternatives. Further, these deficiencies 

do not give this Commission even the minimal amount of evidence necessary to determine whether the 

public convenience and necessity require the $286.14 million of compliance projects proposed by Big 

Rivers. 

It is no answer ta say that intervenors can obtain the missing evidence through discovery. KRS 

278.183 provides that a hearing must be conducted within six months after an application is filed. 

Neither the Commission nor Intervenors should have to spend half of that six month period conducting 

discovery to ferret out information that should have been filed in Rig Rivers’ Application. Further, the 

missing information, once obtained, will surely lead to the need for additional discovery of information 

and assumptions referred to in those documents. 

The Commission cannot and should not proceed to consider approving approximately $286.14 

million in capital expenditures and $13.23 million in annual operating & maintenance expenses based 

merely upan the inadequate Application submitted by Big R.ivers in this case. Instead, the Commission 

should dismiss the instant proceeding without prejudice and pennit Big Rivers to file a proper 

Application. 
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WHEREFORE, Kentucky Industrial Utility Customers, Inc. respectfully requests that the 

Comiss ion  enter an Order dismissing this action without prejudice. 

Respecthlly submitted, 

Michael L. Kurtz, Esq. 
Kurt J. Boehm, Esq. 
BOEHM, KURT2 & LOWRY 
36 East Seventh Street, Suite 15 10 
Cincinnati, Ohio 45202 
Ph: (513) 421-2255 Fax: (513) 421-2764 
E-Mail: mkurtz(i$BKLlawfirin.com 
kboehm(iiiBIUlawfirm.com 

COUNSEL FOR m N T U C K Y  INDUSTRIAL 
UTILITY CUSTOMERS, INC. 

David C. Brown, Esq. 
STITES & HARBISON 
1800 Aegon Center, 400 West Market Street 
Louisville, KY 40202 

E-mail. dbrownli;stites.com 
Ph: (502) 587-3400 Fax: (502) 587-6391 

CO-COUNSEL FOR ALCAN PRIMARY PRODUCTS 
CORgORATION 

April 20,2012 
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COMMONWEALTH O F  KENTUCKY 
BEFORE THE PUBLIC SERVICE COMMISSION 

IN THE MATTER O F  THE: 

APPLICATION O F  BIG RIVERS ELECTRIC ) CASE NO. 2012-00063 
CORPORATION FOR APPROVAL OF ITS ) 
2012 ENVIRONMENTAL COMPLIANCE ) 
PLAN, FOR APPROVAL O F  ITS AMENDED ) 

SURCHARGE TARIFF, FOR CERTIFICATES ) 

NECESSITY, AND FOR AIJTHORITY TO ) 
ESTABLISH A REGULATORY ACCOUNT ) 

ENVIRONMENTAL COST RECOVERY 1 

O F  PUBLIC CONVENIENCE AND ) 

MOTION T O  COMPEL OR, IN THE ALTERNATIVE, 
TO ISSUE SUBPOENA DUCES TECUM 

Kentucky Industrial Utility Customers, Inc. (“KIUC”) and Ben Taylor and Sierra Club 

(collectively, “Intervenors”) hereby move the Kentucky Public Service Commission 

(“Commission”) to enter an Order requiring Big Rivers Electric Corporation (“Big Rivers”) to 

request and require the production of certain information from its affiliate, ACES Power 

Marketing (“ACES”), and to provide that information to the parties in this proceeding or, in the 

alternative, to issue subpoena duces tecum pursuant to ICRS 278.320 to require the production of 

. .  
the information directly from ACES. h - p ~ ~ i ~ j . l ~ r .  Inlervenors seek LXQ~LC&QE o!.:tlle &!tai_l?s 

,irnygiJle_s t ha t AC: ES dwglgped and fed iulu ,GII~ .prod tict ion. gxt- mxIg!.ing.up~~ yJ?j~l~.- €3& 

__ Riveis’ April 2. 201 2 A~yIicgfig!! f‘Ap~blig!i,’l). is based. ,The information Intervenors seek is 

necessary to the Commission’s ultimate determination of whether the Api4 1: 7!?!2 Application 

(Vqy&e&& filed by Big Rivers in this case satisfies the standards set forth in K.RS 278.020 

and 278.183, arid to the parlies’ ahilitv to Ftillv review and evaluate that  Aiwliration 

, Formatted: Centered J 



MEMORANDUM IN SUPPORT 

In CPCN proceedings, the Coinmissioii. its staff, and intervenors attempt to validate the 

veracity of an aidicaiit’s conclusions. This audit process requires parties to examine key 

assumptions aiid analyses of the applicant to detenniiie if they are reasonable, meaning that an 

auditor could reasonably follow key assumptions and derivations. analysis mechanisms, and 

conclusions drawn froin those analyses. If the assumptions and/or analyses are flawed, then the 

resulting conclusions ale typically not reasonable. In a typical CPCN case involving a retrofit, a 

reasonable audit should be able to review: (1) the company’s estimate (or bid) for their 

environmental upgrade and the estimate (or bid) for replacement capacity; (2) a logically 

structured modeling analysis in which the Coinmission or interveners may examine both input 

assuinptioiis and output results; (3) sensitivity analyses that demonstrate robust conclusions, 

including explicit sensitivity inputs and outputs; (4) a cleaily defined analvtical framework for 

coinparirig the results of model runs: and (5) a iustification of the uroiect based on model results. 

Transparency on the part of the applicant is an essential element of this audit process. A 

applicant must disclose infonnation regardi1i.g input aiid output results, the modelinp and 

aiialytical structure utilized, and which sensitivities were used, including inputs and oiitputs, how 

those sensitivities were selected. Without transparency regarding these issues it is impossible for 

the Commission or any party to verify, much less rely on. the applicant’s assumptions and 

conclusions. 

As part of the audit process of this CPCN application. Iiiteivenors propounded specific 

discovery so that it could either review and verify or reiect Big Rivers’ analyses and conclusions. 

However, Bip Rivers’ iespoiises to s~icli requests for information were obstructive and evasive. 

Specifically, Big Rivers has failed require or request ACES to pioduce the database ACES 
, Formatted: Centered 1 
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designed to run the Ventvx Planni i i~ and Risk [''PAR') model used in its production cost 

inodeling for Big Rivers' Application. Intervenors submit that such database is plainlv relevant 

to this ix-oceeding, and resnonsive to their data requests. In addition, the lack of'this data would 

render it imDossible for the Commission to detennine with certainty whether Big Rivers' 

Atlplication meets the standards set forth in KRS 278.020 and KRS 278.183 
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The essence of this Motion is straightforward: the only acceptable method for Intervenors 

and the Commission to examine and verify the accuracy and completeness of this Application is 

to be able to replicate Big Rivers' modeling and then test the output through sensitivity runs. To 

do this, it is necessary to have the exact inputs to the rnodelhgg~~!1:-j~d ggt. 17. ACES. Cfethenvise 

the Coinmission will be confronted with Big Rivers' conclusions (apples) and the Intervenors' 

conclusions (oranges). 

I Formatted: Centered 1 



The modeling in this case was a multi-step process involving three parties: Big Rivers, 

PACE Global (“PACE”) and X E S  P w w 4 M a d  .&+B~+ACES~.~ PACE Global provided Big 

Rivers with its projections of forward energy prices, monthly coal prices, monthly natural gas 

prices and monthly allowance prices. This data, along with Big Rivers’ plant specific data, were 

supplied to ACES which was contracted to run the production cost model. 

, .. I .  h e  g-w- ” €F%d&&-sbM ‘ , . . .  

ACES then took the PACE and Big Rivers’ data it received from Big Rivers and from 

that information developed a data base or inputs that were fed into Ventvx Planning and Risk 

(“PAR’) model- s&wa=e-that ACES used in its production cost modeling. The 

ACES production cost model outputs were then sent back to Big Rivers which fed the 

information into the Big Rivers financial model. Based on these three-tiered modeling analvsis, 

Bic. Rivers claims that the retrofits it is proposing are the least cost alternative. 

Intervenors’ propounded discovery for each of the modeling phases, including the ACES 

phase. For instance, KIUC 1-21 explicitly states: “Provide copies of all models and spreadsheets 

developed containing input assumptions and output results. Provide these electronically, with all 

formulas intact.” KIUC First Set of Data Requests to Big Rivers 1-21. In addition, SC 1-53 

states: 

Refer to p. 7 line 20 to p. S line 5 of the testimony of Mark Hite. Identify and ---.produce: 
a. All forward pricing data received from PACE Global for the uroduction cost 

modeling. 
b. All Big Rivers plant specific data that was supplied to ACES Power Marketing. 
c. Please identify which financial model ACES Power Marketii1.g used, who is the 

’ Direct Testimony of Mark Hite, pages 7-8 
4 
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vendor of the model, and whethei the model is a proprietary model that requires a 
license in order to gain access to the files. 

d. Please produce, i n  machine readable format, all of the production cost modeling 
(including input and output files) and workpapers used to determine the NPVRR 
for each scenario generated by ACES Power Marketing 

e. Please identify aiiv changes to the input files that may be required to reproduce 
the modeling. 

f. If changes are required, i h a s e  explain why such changes were made. 
&Please identify the assumptions, including any supporting documentation, Big 

Rivers or its agents used in each base case and sensitivity scenario that you 
modeled 

h. If a license is required to obtain access to any information in this request, please 
explain how Sierra Club could obtain that license or. if they already have a 
license. who they should provide information to reearding the license to obtain 
the files. 

ACES is not an unaffiliated entity so there is no reason why Big Rivers should not have 

~ 

1 I-eouiied ACES to provide this database. Big Rivers is actually a Dartial owner of ACES and a 

I member of its Board. See Big Rivers Response to the Staffs  Initial Request for Information. 

I 

5 

Ben Taylor and Sierra Club’s First Request for Information to Big Rivers at 1-53; see also, 

ICIUC First Set of Data Requests to Big Rivers IUUC 1-4, KIUC 1-20. and KIUC 1-22 . 

Despite the specificity of these requests, ACES has refused to provide all of the requested 

information. See Big Rivers’ Response to ICIUC Initial Request for Information; Big Rivers’ 

Response to S i e m  Club Initial Request for Information. While iIt is emeettrue that Bin, Riveis 

has 1xovidecl ~ h i t e r v e u o r s  all the data that i t  provided to ACES. %Biz Rivers has not 

pioduccd thc database and iniiutc that ACES crcatccl and fcd into thc oroduction cost modcl. 111 

fact, Bir-r Rivers has failed to require or request ACES to produce the database because it claims 

it is not obligated to do so as they are the proprietary work of ACES. CITE. Without such 

clatabase and inputs. there is no \vaV foi thc parties or the Coinmission to rccrcatc the inodelino, 

pcrforincd liv ACES and used by Bip Rivcrs. 

,(Formatted: Centered 1 



Item 1; see a1.w Big Rivers website at http://www.bigrivers.coni/oower.aspx. "As a member of 

ACES, Big Rivers has an annual bilateral ameeinent with ACES under which ACES orovides a 

wide array of services to Big Rivers, including the production cost modeling for the multiple 

scenarios analyzed in the development of this filing." See Big Rivers Response to KIUC Initial 

Request for Information number 33. It strains credulity for Bio Riveis to claim that it cannot 

rlt,tsir! t ! ~  clalabw. i!xii ,.iC'E.S_l!st.d..li~. iks I!! odt!cti. g?_coslnr)cle.!i!lg! 

The crux of the issue is that the ACES database and-inputs to the Ventyx software are 

formatted differently than and therefore not the same as the data supplied to ACES by Big 

Rivers. In addition, i n  creatine the database and inputs froin thr infoi niation imwidcd bv 13ie 

Rivcrs, ACES invariablv made decisions recariliiirr. various factors. often refen ed to as 

"switches" 01 "vcctoi s." that thc parties and Coinmission could o n l v ~ u a t r  if the database is 

pioduced. For example. in a conference call held on June 4, 2012 among Big Rivers, ACES, 

Ventyx, KIUC, Sierra Club and the Attorney General's office, ACES representatives suggested 

st&&(implied? What is the consensus?) that the inputs it used included some of its own 

projections of future price curves that were presumably intended to supplement if not modify the 

data provided by Big Rivers and PACE. 

I k + h w w s - k I < I U C ~  has gone to the expense of licensing the Ventyx PAR software to 

replicate Big Rivers' modeling and test the Big Rivers outputs, but the software is useless 

without the ACES designed database. The Affidavit of Philip Hayek, consultant to KIUC, and 

the Affidavit of , consultant to Sierra Club, verify that despite Big Rives' contention 

that it has supplied all the information it provided to ACES,-that information is not in the same 

format that ACES actually used in the modeling, and doe5 not include whate\ei '*switches*' or 

,( Formatted: Centered 1 
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~kecio!s” that AC.’ES hac1 to IlZcisle_l!_e~y .LQ s s j ~  &~:v~~~hg!.e.. &tabase- LIhL:ii..usecl.l.~! 

moilrl. The Affidavits also verify that it is usual and customary for utilities proposing “least 

cost” alternatives to be transparent and provide exactly the information that Intervenors seek by 

this Motion. (Can we accurately cite KPSC cases?) 

I KIUC attempted to remedy this issue through a letter (ernail?) sent via email to Big 

Rivers on May 11, 2012 in which KIUC specifically requested “[tlhe input data aswrmptions, and 

all supporting documents associated with the development of the input data assumptions” used 

by ACES as well as “[tlhe actual production cost model that ACES used, as well as all input files 

that went to the model at the time the runs were performed.”’ KIUC also proposed another 

solution under which KIUC’s consultants would travel to ACES’ office and work directly with 

ACES staff to make data changes to KIUC’s input files to then perform KIUC’s production cost 

runs, but Big River’s refused to accommodate this approach as well. 

In addition to informal attempts to procure the data, as noted above, a number of 

questions in iGlJ2G&Inteivcnors’ first sets of discovery requests filed May 22, 2012 were 

sufficiently broad to have warranted the production of the Big Rivers-specific data used by 

ACES in its production cost modeling. See, IUUC Initial Recluest for Data froin Big Rivers at 

KIUC 1-4, KIUC 1-20, KIUC 1-21, ilfid---KIUC 1-22. and Ben Taylor and Sierra Club’s Initial 

Request for Information at 1-53. 

The impasse has occurred because Intervenors cannot run the Ventyx model and 

therefore assure the integrity of Big Rivers conclusions without the ACES database; and Big 

Rivers says it does not have the ACES database and will not request ACES to produce itL In the 

June 4, 2012 conference call ACES took the position that the specific files sought were the 

( Formatted: Centered I 



proprietary work product of ACES and that ACES was not obligated to provide the information 

in the specific format that I~~!11L2!ve!!~srequested. Intervenors w p e & v & y ~ e : t i ! l l y  

submit that this response requires action by the Commission. 

Big Rivers' refusal to provide the ACES database of Big Rivers-specific inputs in the 

format used in its production cost modeling prevents both Intervenors and the Coinmission from 

being able to verify the results of the ACES production cost modeling that Big Rivers' 

Application is based upon. Big Rivers has suggested that the information it has provided should 

be sufficient' to approximate the results produced by ACES. Even if true, -it is an unnecessary 

' , ,.&+ burden for Intervenors to have to expend an undeterminable amount of work 

-to attempt to -identically reproduce what ACES has already created. 

Even if the1 e were adccluate .time for Intervenors bfs t tk tper form that work EML-WW? 

-, 3 there would be no assurance that identical results would be produced. In 

modeling efforts such as this, the modeler sets various "switches" or "vectors" that plav a 

. .  

. . .. ~. . % % . . . .  . .  . ,  =&+i~ determinbe  the sianificant role -- .. . 

outputs tioin the niodclinv exelcisc. Intervenors would have no idea how those switches or any 

other similar types of switches were set by ACES modelers without the database. Thus, without 

the specific input files from ACES, it would be only by chance that Intervenors could reproduce 

ACES' results identically:' 

I 

4J?ie Rivers has?off?ci!i!?!cd fbat.Pfo!rss.bv pIqY!d.i!?P all.o!:tl?e.c?!lllnupjc;ttjons betwee!! Big.pive!s and 6CES 
rcflcctine dhcctions to be followed. or assumutions to be aoplied. answcrs to questions posed by ACES to Biz 
Rivers about the work. KlUC requested this infomation, see KlUC Initial Request for Information 1-4. and such 
infonnation would facilitate replication of the ACES work Droduct. 
'The __ I - iing_prtance of such ._ -___ switches __ or veclors - w a s  seen.&-thg recent CPCN oroceeding reearclingXg~k!&y!?&ys.[ 
C.~m.ea~~~, ts th .~! l~~o. i~ .o~~d-f !ue . .ea~ . .des .e_d_f! lr  th.e-.B~.S.a!~ClpUnitL.eener~~.ing~ant,_ll~.ol! 
evaluating the modeling input database used by KPC, Sierra Club's expert witness in that proceeding discovered 
that the cornuany had erroneoLisIv left on an energv demand vector that overstated demand bv 2096. When KPC 
re-ran the model without that vector on, the results showed that the cornpanv's initial riiodelinc! had overstated 

8 
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Further, even if Intervenors or Staff were to obtain a license of the production cost 

modeling software used by ACES, there is insufficient time to recreate the PAR model input files 

in the exact way that ACES already constructed them, to enable the Intervenors to replicate the 

ACES results, which is a necessary starting point for Intervenors’ work. KRS 278.183 provides 

that a hearing must be conducted within six months after an application is filed. Because of time 

limitations imposed by statute, it is critical that Big Rivers provide the information necessary for 

parties to verify the production cost modeling results presented in Big Rivers’ Application. 

Without a method by which to verify the accuracy of the information presented in Big 

Rivers’ Application within the time constraints imposed by law, the Coinmission cannot make a 

final determination with certainty regarding whether Big Rivers’ Application satisfies the 

requirements of KRS 278.183 or KRS 278.020. ICRS 278.183 requires the Commission to 

determine whether an environmental compliance plan and rate surcharge are “reasonable and 

cost-effective” for compliance with certain environmental requirements. Additionally, KRS 

278.020 requires the Commission to determine whether “public convenience and necessity 

require” projects proposed in Big Rivers’ Application. The Commission should not proceed to 

determine whether Big Rivers’ Application ineets these standards without an examination of the 

accuracy of the modeling results that forin the basis for Big Rivers’ Application. 

KIUC has previously voiced its concern regarding Big Rivers’ failure to produce a 

witness to provide information regarding the assumptions used by ACES in its production cost 

modeling.6 The continued lack of critical data necessary to this case is a result of Big Rivers’ 

failure to provide such a witness. Intervenors recognize that the ACES information requested in 

the cost of ftiture e n e r ~ v  ourchases under various alternatives bv $1 t o  $ 2  hiition. SeeScott C. Weaver Rebtuttat 
Testirnonv a t  27-28 filed in Docket No. 2011-0401. 
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this Motion may need to be treated as confidential, and agrees to such treatmenti,b.gl! 

&iz!1!-atelv confl.cderitial inkxniation,2 but such information is vital to the Commission’s ultimate 

determinations in this case and cannot be withheld. 

WHEREFORE, Intervenors respectfully requests that the Commission enter an Order 

requiring Big Rivers to request the database of Big Rivers-specific data used by ACES in its 

production cost modeling and to provide that database to the parties in this proceeding or, in the 

alternative, to issue a subpoena duces tecum to obtain the information directly from ACES. 

Respectfully submitted, 

Michael L. Kurtz, Esq. 
Kurt J. Boehm, Esq. 
BOEHM, KURTZ & LOWRY 
36 East Seventh Street, Suite 1510 
Cincinnati, Ohio 45202 
Ph: (513) 421-2255 Fax: (513) 421-2764 
E-Mail: mkurtz@BKL,lawfirm.com 
kboehm@BKLlawfirm.com 
COUNSEL FOR KENTUCKY INDUSTRIAL 
UTILITY CUSTOMERS, INC. 

David C. Brown, Esq. 
STITES & HARBISON 
1800 Aegon Center, 400 West Market Street 
Louisville, KY 40202 
Ph: (502) 587-3400 Fax: (502) 587-6391 
E-mail. dbrown@stites.com 

PRODUCTS CORPORATION 
CO-COUNSEL FOR ALCAN PRIMARY 

On the June 4, 2012 call, Intervenors informed Big Rivers that thev were willing to enter into a confidentiality 
agreement to  protect the ACES information. Big Rivers failed to explain whv such an agreement would not 
sufficientlv protect ACES’ interests. ., Formatted: Centered 
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Joe Childers, Esq. 
,Joe F. Childers & Associates ...... 
300 Lexington Building 
201 West Short Street 
Lexindon, Kentucky 40507 
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859-253-9524 
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Staff Attorney 
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COMMONWEALTH OF KENTUCKY 
BEFORE THE PUBLIC SERVICE COMMISSION 

IN THE MATTER OF THE: 

APPLICATION O F  BIG RIVERS ELECTRIC ) CASE NO. 2012-00063 
CORPORATION FOR APPROVAL OF ITS ) 
2012 ENVIRONMENTAL COMPLIANCE ) 
PLAN, FOR APPROVAL O F  ITS AMENDED ) 

SURCHARGE TARIFF, FOR CERTIFICATES ) 

NECESSITY, AND FOR AUTHORITY TO ) 
ESTABLISH A REGULATORY ACCOUNT ) 

ENVIRONMENTAL COST RECOVERY 1 

O F  PUBLIC CONVENIENCE AND 1 

MOTION TO COMPEL OR, IN THE ALTERNATIVE, 
TO ISSUE SUBPOENA DUCES TECUM 

Kentucky Industrial Utility Customers, Inc. (“KIUC”) and Ben Taylor and Sierra Club 

g i c l  the Attorney Gcncral (collectively, “Intervenors”) hereby move the Kentucky Public Service 

Commission (“Commission”) to enter an Order requiring Big Rivers Electric Corporation (“Big 

Rivers”) to request and require the production of certain information from its affiliate, ACES 

Power Marketing (‘‘ACES’’), and to provide that information to the parties in this proceeding 01, 

in the alternative, to issue subpoena duces tecum pursuant to KRS 278 320 to require the 

pioduction of the information directly from ACES. The lnfonnation Intervenors seek bal,inw> 

necessary to the Commission’s ultimate determnation of whether the April 2, 2012 Application 

(“Application”) filed by Big Rivers in this case satisfies the standards set forth in KRS 278.020 

MEMORANDUM IN SUPPORT 

The specific issue requiring this Motion is Big Rivers’ failure to require or request ACES 

to produce the database ACES designed to run the Ventyx Planning and Risk (“PAR”) model 



used in its production cost modeling for Big Rivers. Big Rivers is a part owner of ACES and has 

estimated it will pay ACES $50,000 for the work.’ Without such data, neither Intervenors nor 

the Commission can verify the modeling results submitted by Big Rivers in this proceeding. 

KIUC submits the lack of this data therefore would render it impossible for the Commission to 

determine with certainty whether Big Rivers’ Application meets the standards set forth in KRS 

278.020 and KRS 278.183. 

The essence of this Motion is straightforward: the only acceptable method for Intervenors 

and the Commission to examine and verify the accuracy and completeness of this Application is 

to be able to replicate Big Rivers’ modeling and then test the output through sensitivity runs. To 

do this, it is necessary to have the exact inputs to the model otherwise the Commission will be 

confronted with Big Rivers’ conclusions (apples) and the Intervenors’ conclusions (oranges). 

The modeling in this case was a multi-step process involving three parties: Big Rivers, 

PACE Global (“PACE”) and ACES Power Marketing (“ACES”).’ PACE Global provided Big 

Rivers with its projections of forward energy prices, monthly coal prices, monthly natural gas 

prices and monthly allowance prices. This data, along with Big Rivers’ plant specific data, were 

supplied to ACES which was contracted to run the production cost model. It is correct that Big 

Rivers has provided to Intervenors all the data that it provided to ACES, but only in the format it 

provided to ACES.’ 

ACES then took the PACE and Big Rivers’ data it received from Big Rivers and from 

that information developed a data base or inputs that were fed into Ventyx PAR software that 



ACES used in its production cost modeling. The ACES production cost model outputs were then 

its preliminary order denying KIUC’s motion to 

Comment [JZ]: AG’s office did a quick search, 
but could not identify a specific case However, KIUC 
or SC more routinely requests this data, so we defer 

-2 -~ ___ information that Intervenors seek by this Motion. (Can we accurately cite I P S C  cases?) 1 dismiss 

I- to your researchlcitations on this point 
KIUC attempted to remedy this issue through a letter (email?) sent to Big Rivers on May 

sent back to Big Rivers which fed the information into the Big Rivers financial model. 

The crux of the issue is that the ACES inputs to the Ventyx software are formatted 

differently than and therefore not the same as the data supplied to ACES by Big Rivers. In 

addition, in a conference call held on June 4, 2012 among Big Rivers, ACES, Ventyx, KIUC, 

Sierra Club and the Attorney General’s office, ACES representatives stated (implied? What is 

the consensus?) that the inputs it used included some of its own projections of future price 

curves that were presumably intended to supplement if not modify the data provided by Big 

Rivers and PACE. 

Intevenors have gone to the expense of licensing the Ventyx PAR software to replicate 

Big Rivers’ modeling and test the Big Rivers outputs, but the software i s  useless without the 

ACES designed database. The Affidavit of Philip Hayek, consultant to KIUC, and the Affidavit 

of , consultant to Sierra Club, verify that despite Big Rives’ contention that it has 

supplied all the information it provided to ACES, that information is not in the same forinat that 

ACES actually used in the modeling The Affidavits also verify that it is usual and customary 

for utilities proposing “least cost” alternatives to be transparen4 and provide exactly the [ I l l :  Note that in this case, the PSC 
chided Big Rivers as t o  transparency in 

11, 2012 in which KIUC specifically requested “[tlhe input data assumptions, and all supporting 

documents associated with the development of the input data assumptions” used by ACES as 

well as “[tlhe actual production cost model that ACES used, as well as all input files that went to 



the model at the time the runs were per f~rmed.”~  KIUC also proposed another solution under 

which KIUC’s consultants would travel to ACES’ office and work directly with ACES staff to 

make data changes to ICIUC’s input files to then perform KIUC’s production cost runs, but Big 

River’s refused to accommodate this approach as well. 

In addition to informal attempts to procure the data, a number of questions in KIUC’s 

first set of discovery requests filed May 22, 2012 were sufficiently broad to have warranted the 

production of the Big Rivers-specific data used by ACES in its production cost modeling. See, 

KIUC 1-4, IUUC 1-20, IWJC 1-21 and KIUC 1-22. 

The impasse has occurred because Intervenors cannot run the Ventyx model and 

therefore assure the integrity of Big Rivers conclusions without the ACES database; and Big 

Rivers says it does not have the ACES database and will not request ACES to produce it In the 

June 4, 2012 conference call ACES took the position that the specific files sought were the 

proprietary work product of ACES and that ACES was not obligated to provide the information 

in the specific format that KIUC requested. Intervenors respectively submit that this response 

requires action by the Commission. 

Big Rivers’ refusal to provide the ACES database of Big Rivers-specific inputs in the 

format used in its production cost modeling prevents both Intervenors and the Commission from 

being able to verify the results of the ACES production cost modeling that Big Rivers’ 

Application is based upon. Big Rivers has suggested that the information it has provided should 

be sufficient to approximate the results produced by ACES. Even if true, it is an unnecessary 

burden for Intervenors to have to expend an undeterminable amount of work in the interest of 

reproducing identically what ACES has already created. 

The May 11,2012 Letter (email?) is Attached 



Even if Intervenors could perform that work and were willing to do so, there would be no 

assurance that identical results would be produced. In modeling efforts such as this, the modeler 

sets inputs, sometimes referred to as run control switches, that determine the output. Intervenors 

would have no idea how those switches or any other similar types of switches were set by ACES 

modelers without the database. Thus, without the specific input files fiom ACES, it would be 

only by chance that Intervenors could reproduce ACES’ results identically. 

Further, even if Intervenors or Staff were to obtain a license of the production cost 

modeling software used by ACES, there is insufficient time to recreate the PAR model input files 

in the exact way that ACES already constructed them, to enable the Intervenors to replicate the 

ACES results which is a necessary starting point for Intervenors’ work. KRS 278.183 provides 

that a hearing must be conducted within six months after an application is filed. Because of time 

limitations imposed by statute, it is critical that Big Rivers provide the information necessary for 

parties to verify the production cost modeling results presented in Big Rivers’ Application. 

Without a method by which to verify the accuracy of the information presented in Big 

Rivers’ Application within the time constraints imposed by law, the Commission cannot make a 

final determination with certainty regarding whether Big Rivers’ Application satisfies the 

requirements of IUiS 278.183 or KRS 278 020 KRS 278.183 requires the Commission to 

determine whether an environmental compliance plan and rate surcharge are “reasonable and 

cost-effective” for compliance with certain environmental requirements. Additionally, KRS 

278.020 requires the Commission to determine whether “public convenience and necessity 

require” projects proposed in Big Rivers’ Application The Commission should not proceed to 

determine whether Big Rivers’ Application meets these standards without an examination of the 

accuracy of the modeling results that form the basis for Big Rivers’ Application. 



K.IUC has previously voiced its concern regarding Big Rivers’ failure to produce a 

witness to provide information regarding the assumptions used by ACES in its production cost 

m ~ d e l i n g . ~  The continued lack of critical data necessary to this case is a result of Big Rivers’ 

failure to provide such a witness. Intervenors recognize that the ACES information requested in 

this Motion may need to be treated as confidential, and agrees to such treatment, but such 

information is vital to the Commission’s ultimate determinations in this case and caruiot be 

withheld. 

WHEREFORE, Intervenors respectfully requests that the Commission enter an Order 

requiring Big Rivets to request the database of Big Rivers-specific data used by ACES in its 

production cost modeling and to provide that database to the parties in this proceeding or, in the 

alternative, to issue a subpoena duces tecum to obtain the information directly from ACES. 

Respectfully submitted, 

Michael L,. Kurtz, Esq. 
Kurt J. Boehm, Esq. 
BOEHM, ICURTZ & LOWRY 
36 East Seventh Street, Suite 1510 
Cincinnati, Ohio 4.5202 
Ph: (513) 421-2255 Fax: (513) 421-2764 
E-Mail: mkurtz@BKLlawfirm.com 
kboehm@BKLlawfirin.com 
COUNSEL FOR KENTUCKY INDUSTRIAL 
UTILITY CUSTOMERS, INC. 

David C. Brown, Esq. 
STITES & HARBISON 

KlUC Motion to  Dismiss filed April 23, 2012. 
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Louisville, ICY 40202 
Ph: (502) 587-3400 Fax: (502) 587-6391 
E-mail. dbrown@stites.com 

PRODUCTS CORPORATION 
CO-COUNSEL FOR ALCAN PRIMARY 
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‘TZ & ‘Lo 
ATTORNEYS AT IAW 

36 EAST SEVENT€I STREET 
SUITE 1510 

CINCINNATI, OHIO 45202 
TELEPHONE (513) 421-1255 

TEl.ECOP1ER (513) 421-2764 
-- 

Via Overnight Mail 

July 11, 2012 

Mr. Jeff Derouen, Executive Director 
Kentucky Public Service Commission 
2 1 1 Sower Boulevard 
Frankfort, Kentucky 40602 

Re: Case No. 2012-00063 

Dear Mr. Derouen: 

Please find enclosed the original and ten (10) copies of KENTUCKY INDUSTRIAL UTILITY 
CUSTOMERS, TNC.’s MOTION FOR EXTENSION OF TIME AND REQUEST FOR INFORMAL, 
CONFERENCE for filing in the above-referenced matter. 

By copy of this letter, all parties listed on the Certificate of Service have been served. Please place these 
documents of file. 

MLKkew 
Attachment 
cc : Certificate of Service 

Quang Nyugen, Esq. 
Faith Bums, Esq. 
Larry Cook, Esq. 
Matt James, Esq. 
David C Brown, Esq. 

Kurt J. Boehm, Esq. 
BOENM, KURTZ & LOWRY 

i,: WORh Kl l IC &energy Rig Rivers 2012 00063 (Cnv compliance ,? surcharge) Deroucn 1.lr.doa 



I hereby certify that a copy of the foregaing was served by electronic mail (when available) and by 
mailing a true and correct copy by regular, 1J.S. Mail, unless other noted, this 1 lth day of July, 2012 to the 
following 

- __ - ____ - "_ 

Michael L. Kurtz, Esq. 
Kurt J. Boehm, Esq. 

JENNIFER €3 HANS, ESQ. 
DENNIS G. HOWARD, 11. ESQ. 
LAWRENCE W. COOK, ESQ. 
MATT JAMES, ESQ. 
ASSISTANT ATTORNEY GENERAL'S OFFICE 
1024 CAPITAL CENTER DRIVE, STE 200 
FRANKFORT, KENTUCKY 4060 1-8204 

JOE CHILDERS 
JOE F. CHILDERS & ASSOCIATES 
300 L,EXINGTON BUILDING 
20 1 WEST SHORT STREET 
LEXINGTON, KENTIJCKY 40507 

SHANNON FISK 
SENIOR ATTORNEY 
NATURAL RESOURCES DEFENSE COUNCZL, 
2 N. RNERSIDE PLAZA, SUITE 2250 
CHICAGO, ILLINOIS 60660 

CHRISTOPHER KIN LEUNG 
NATIJRAL RESUORCES DEFENSE COUNCIL 
2 N. RIVERSIDE PLAZA, SUITE 2260 
CHICAGO, ILLINOIS 60660 

HONORABLE JAMES M MILLER 
ATTORNEY AT LAW 
SULLIVAN, MOUNTJOY, STAINBACK & MILLER, PSC' 
100 ST. ANN STREET 
P.O. BOX 727 
OWENSBORO, KENTIJCKY 42302-0727 



COMMONWEAL 
EF0R.E THE PUBLIC 

IN THE MATTER OF THE: 

APPLICATION OF BIG RIVERS ELECTRIC ) CASE NO. 2012-00063 
CORPORATION FOR APPROVAL OF ITS ) 
20 12 ENVIRONMENTAL COMPLIANCE 
PLAN, FOR APPROVAL OF ITS AMENDED ) 

SIJRCHARGE TARIFF, FOR CERTIFICATES ) 
OF PUBLIC CONVENIENCE AND 
NECESSITY, AND FOR AUTHORITY TO ) 

ENVIRONMENTAL COST RECOVERY 1 

ESTABLISH A REGULATORY - ACCOUNT ) _.__. 

MOTION FOR EXTENSION OF TIME 
AND REQUEST FOR INFORMAL CONFERENCE OF 

KENTIJCKY INDUSTRIAL 1 JTILITY CUSTOMERS, INC. 

Kentucky Industrial Utility Customers, Inc. (“KIUC’) respectfully moves the Commission for an 

order extending the deadline for Intervenor testimony in this proceeding. Currently, the testimony of 

Intervenors is due July 18,2012. KIUC requests that the Commission extend the deadline for Intervenor 

testimony to July 25,2012. 

As the Commission is aware, KIUC faced discovery issues related to obtaining certain 

information from ACES Power Marketing (“ACES”) in this proceeding. I This information is necessary 

to reproduce the modeling results used to support Big Rivers Electric Corporation’s (“Big Rivers”) 

Application. Although the parties have taken steps to resolve this issue and ACES has delivered some 

of the necessary information to KIUC, other critical information from ACES was either missing or was 

delivered in a form that has been difficult to analyze. For example: 

Once ACES and Big Rivers agreed that Ventyx would strip down ACES’ large multi-client 
database to a database containing only Big Rivers’ data, it had been KIUC’s understanding 
that it would receive a fully functioning, validated database that could be relied on to 
accurately reproduce all of Big Rivers’ cases. Instead, the database KIUC received was 
neither entirely functioning nor validated. When KIUC’s consultant received the data and 

See Joint Motion to Compel (June 6,2012). I 



performed his own tests of the database he found that many of the cases would not run 
because there were errors. The problems were relatively minor and are correctible, but 
correcting these problems took valuable time, which is why KIUC requested Big Rivers to 
include a validation step as part of the process to strip down the data. 

Since receiving the ACES database, KIUC has found that there were still excel spreadsheets 
that are used to process output data that had not been provided. Apparently those files were 
not provided because they were deleted by ACES, but without even providing an example, 
KIIJC had no way to know how certain data produced by the PaR model was processed and 
input into the financial model. 

Given the numerous models that were used by different consultants and Big Rivers itself, the 
documentation of the files and naming conventions has been very limited, which has required 
additional time to ensure the proper files are matched up. 

There is a question as to whether the results that were first produced and supplied by Ventyx 
match up closely enough to those results that were originally produced by ACES. The results 
are clearly different, yet ACES and Big Rivers believe that when they are evaluated over a 15 
year period, the results are close enough. ACES and Big Rivers may ultimately be correct, 
but this is an unexpected issue that KIUC must spend additional time to evaluate. 
Consequently, KIUC’s experts need additional time to properly reproduce the modeling 
results used to support Big Rivers’ Application, and to potentially revise Big Rivers’ 
analyses. 

August 14,2012 

August 22,2012 

There is good cause for the Commission to grant KIUC’s Motion for Extension. KITJC has 

Big Rivers’ Rebuttal testimony 

IIearirig at 1O:OO a.m. 

actively worked to get the necessary ACES information as quickly as possible and has tried to avoid 

unnecessarily delaying the resolution of this case. In addition, KIUC’s request to extend the deadline for 

Intervenor testimony will allow KIUC to conduct a thorough analysis of the modeling results used to 

support Big Rivers’ Application in this proceeding. A thorough analysis of these modeling results can 

provide the Commission valuable insight in its review of Big Rivers’ Application. 

Pursuant to KIUC’s Motion for Extension, the Commission should adopt the following revised 

procedural schedule: 

Data requests to Intervenors 
” 

July 27, 2012 

I August 6,2012 1 Intervenor responses to data requists - 1  



KIlJC also respectfully requests that the Commission schedule an Informal Conference for 

Thursday, July 12, 2012 to discuss the issues related to this Motion. 

Due to the short timeframe involved in this proceeding, KITJC requests a decision on this Motion 

by Friday, July 13,2012. 
Respecthlly submitted, 

Mi\chiel L. Kurtz, Esq. 
Kurt J.  Boehrn, Esq. 
BOEHM, KURTZ & EOVVRY 
36 East Seventh Street, Suite 1510 
Cincinnati, Ohio 45202 
Ph: (513) 421-2255 Fax: (513) 421-2764 
E-Mail: mkurtz(~!BKLIawfirm.com 
kboehm@ii!BKLlawfirm.com 
COUNSEL FOR KENTUCKY INDUSTRIAL 
UTILITY CUSTOMERS, INC. 

July 11,2012 

STITES & HARBISON 
1800 Aegon Center, 400 West Market Street 
Louisville, KY 40202 
Ph: (502) 587-3400 Fax: (502) 587-6391 
E-mail. &rown(Z,stites.com 

CQKPORATION 
CO-COUNSEL FOR ALCAN PRIMARY PRODUCTS 
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OE 
ATTORNEYS AT LAW 

36 EAST SEVENTH STREET 
SUITE 1510 

CINCINNATI, OH10 45202 
TELEPHONE (513) 421-2255 

TELECDPIER (513) 421-2764 

Via Overnight Mail 

June 27,20 12 

Mr, Jeff Derouen, Executive Director 
Kentucky Public Service Commission 
2 1 1 Sower Boulevard 
Frankfort, Kentucky 40602 

Re: Case No. 2012-00063 

Dear blr. Derouen: 

Please find enclosed the original and ten (10) copies of KENTUCKY INDUSTRIAL UTILITY 
CUSTOMERS, INC.'s THIRD SET OF DATA REQUESTS TO BIG RIVERS ELECTRIC 
CORPORATION for filing in  the above-referenced matter. 

By copy of this letter, all parties listed on the Certificate of Service have been served. Please place these 
documents of file. 

Kurt J. Boehm, Esq. 
BQEHM, KURTZ & LQWRY 

MLKkew 
Attachment 
cc: Ccrtificate of Service 

Quang Nyugen, Esq 
Faith Burns, Esq. 
Larry Cook, Esq. 
Matt James, Esq. 
David C. Brown, Esq 

I,: \VORK K l L K  Kcncrgy Big Rivers 2012 QQOh3 (Env. compliance & surcharge) Deiouen Ltr docs 



1 hereby certify that a copy of the foregoing was served by electronic mail (when available) and by 
rnailing a true and correct copy by regular, I.I.S. Mail, unless other noted, this 27Ih day of June, 2012 to the 
following 

Michael L. Kurtz, Esq. 3 
Kurt J. Roehm, Esq. 

JENNIFER B HANS, ESQ. 
DENNIS G. HOWARD, 11. ESQ. 
LAWRENCE W. COOK, ESQ. 
MATT JAMES, ESQ. 
ASSISTANT ATTORNEY GENERAI1,'S OFFICE 
I024 CAPITAL CENTER DRIVE, STE 200 
FRANKFORT, KENTlJCKY 4060 1-8204 

JAMES M MILL,ER, ESQ. 
SUL,L,IVAN, MOUNTJOY, STAINBACK & MILLER, PSC 
100 ST. ANN STREET 
P.O. BOX 727 
OWENSBORO. KENTUCKY 42302-0727 

JOE CHILDERS, ESQ. 
JOE F. CHILDERS 8 ASSOCIATES 
300 LEXINGTON BUILDING 
201 WEST SHORT STREET 
LEXINGTON, KENTUCKY 40507 

KRISTIN HENRY, ESQ. SIERRA CLUB 
85 SECOND STREET 
SAN FRANCISCO, CA 94105 



COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

IN THE MATTER OF: 

APPLICATION OF BIG RIVERS ELECTRIC 
CORPORATION FOR APPROVAL OF ITS 
201 2 ENVIRONMENTAL COMPLIANCE 
PLAN, FOR APPROVAL OF ITS AMENDED 
ENVIRONMENTAL COST RECOVERY 
SURCHARGE TARIFF, FOR CERTIFICATES 
OF PUBLIC CONVENIENCE AND 
NECESSITY, AND FOR AUTHORITY TO 
ESTABLISH A REGULATORY ACCOUNT 

1 CASE NO. 2012-00063 
1 
1 
1 
1 
1 
1 
1 
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KENTUCKY INDUSTRIAL UTILITY CUSTOMERS, INC.’s 

THIRD SET OF DATA REQUESTS TO 

BIG RIVERS ELECTRIC CORPORATION 

Dated: June 27,2012 



DE FI N I TI0 N S 

“Document(s)” is used in its customary broad sense and includes electronic mail and all 
written, typed, printed, electronic, computerized, recorded or graphic statements, 
memoranda, reports, communications or other matter, however produced or 
reproduced, and whether or not now in existence, or in your possession. 

“Study” means any written, recorded, transcribed, taped, filmed, or graphic matter, 
however produced or reproduced, either formally or informally, a particular issue or 
situation, in whatever detail, whether or not the consideration of the issue or situation is 
in a preliminary stage, and whether or not the consideration was discontinued prior to 
completion whether preliminary or final, and whether or not referred to in Big Rivers’ 
direct testimony. 

If any document requested herein was at one time in existence, but has been lost, 
discarded or destroyed, identify such document as completely as possible, including the 
type of document, its date, the date or approximate date it was lost, discarded or 
destroyed, the identity of the person (s) who last had possession of the document and 
the identity of all persons having knowledge of the contents thereof. 

“Person” means any natural person, corporation, professional corporation, partnership, 
association, joint venture, proprietorship, firm, or the other business enterprise or legal 
entity. 

A request to identify a natural person means to state his or her full name and residence 
address, his or her present last known position and business affiliation at the time in 
question. 

A request to identify a document means to state the date or dates, author or originator, 
subject matter, all addressees and recipients, type of document (e.g., letter, 
memorandum, telegram, chart, etc.), number of code number thereof or other means of 
identifying it, and its present location and custodian. If any such document was, but is 
no longer in the Company’s possession or subject to its control, state what disposition 
was made of it. 

A request to identify a person other than a natural person means to state its full name, 
the address of its principal office, and the type of entity. 

“And” and “or“ should be considered to be both conjunctive and disjunctive, unless 
specifically stated otherwise. 

“Each” and “any” should be considered to be both singular and plural, unless specifically 
stated otherwise. 

Words in the past tense should be considered to include the present, and words in the 
present tense include the past, unless specifically stated otherwise. 

“You” or “your“ means the person whose filed testimony is the subject of these 
interrogatories and, to the extent relevant and necessary to provide full and complete 
answers to any request, “you” or “your” may be deemed to include any person with 
information relevant to any interrogatory who is or was employed by or otherwise 
associated with the witness or who assisted, in any way, in the preparation of the 
witness’ testimony. 

“BREC means Big Rivers Electric Corporation andlor any of their officers, directors, 
employees, or agents who may have knowledge of the particular matter addressed. 

I. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

I O .  

11. 

12. 



INSTRUCTIONS 

If any matter is evidenced by, referenced to, reflected by, represented by, or recorded in 
any document, please identify and produce for discovery and inspection each such 
document. 

These interrogatories are continuing in nature, and information which the responding party 
later becomes aware of, or has access to, and which is responsive to any request is to be 
made available to Kentucky Industrial Utility Customers. Any studies, documents, or other 
subject matter not yet completed that will be relied upon during the course of this case 
should be so identified and provided as soon as they are completed. The Respondent is 
obliged to change, supplement and correct all answers to interrogatories to conform to 
available information, including such information as it first becomes available to the 
Respondent after the answers hereto are served. 

Unless otherwise expressly provided, each interrogatory should be construed 
independently and not with reference to any other interrogatory herein for purpose of 
limitation. 

The answers provided should first restate the question asked and also identify the 
person(s) supplying the information. 

Please answer each designated part of each information request separately. If you do not 
have complete information with respect to any interrogatory, so state and give as much 
information as you do have with respect to the matter inquired about, and identify each 
person whom you believe may have additional information with respect thereto. 

In the case of multiple witnesses, each interrogatory should be considered to apply to each 
witness who will testify to the information requested. Where copies of testimony, 
transcripts or depositions are requested, each witness should respond individually to the 
information request. 

The interrogatories are to be answered under oath by the witness(es) responsible for the 
answer. 

Responses to requests for revenue, expense and rate base data should provide data on 
the basis of Total Company as well as Intrastate data, unless otherwise requested. 



THIRD SET OF DATA REQUESTS OF 
KENTUCKY INDUSTRIAL UTILITY CUSTOMERS. INC. 

BIG RIVERS ELECTRIC CORPORATION 
Case No. 2012-00063 

Q3.1 Please explain the reason why the following inputs were selectedlset using the values 
that ACES selected and entered in the PAR Model Execution Run Definition Screen and 
the Simulation Setting screen. Reliance on defaults is also a selection of an input, so 
please also explain why the default was selected. 

a. Iterations (run definition screen) 

b. Dispatch (simulation setting screen) 

c. Monte Carlo (simulation setting screen) 

d. Draws per week (simulation setting screen) 

Q3.2 Does Big Rivers or ACES admit or deny that the results that were produced by ACES 
on ACES' computer (using its large database) were different than the results that Ventyx 
produced on its computer using the "stripped down" database by more than a usual 
amount associated with rounding, when considered on a monthly or an annual basis? 

Q3.3 One reason for the discrepancy discussed in the prior question could be due to the 
possibility that the order units have been placed in the databases may not be the same 
in both databases. This can be checked by comparing the Prosym text files (ex .DAT 
files) that the EPM Tool writes to disk before submitting runs. Could ACES check this, 
or alternatively, please produce and supply the .dat files for each of the 6 runs that 
ACES developed and that were reported in Mr. Hite's testimony? 

(23.4 The Big River's database has several Transmission Areas. Please explain what all of 
the transmission areas are used for, and in the case that some areas are not used, 
please explain why those areas were included in the database. 

Q3.5 Please explain why Big Rivers relied on a single estimate of fuel costs, market prices, 
allowance prices, etc as support for its application to the Commission. Why didn't it 
include in its application additional analyseslsupport based on conducting any sensitivity 
cases? 

(23.6 In each PCM file that Big Rivers supplied that are related to the Corporate Financial 
Models, there are rows at the bottom of the following Monthly Sources and Uses and 
the Annual Sources and Uses worktabs that have been either pasted in or refer to 
spreadsheets that still have not been supplied. Please provide the workpapers in 
electronic format, with all spreadsheets active, that were used to create the pasted in 
values on the Monthly Sources and Uses and the Annual Sources and Uses worktab for 

4 



Q3.7 

Q3.8 

Q3.9 

every financial modellPCM file already supplied. Or provide the spreadsheets that were 
referenced on those worktabs that have not been supplied (Example, the base case has 
pasted in values, and the Build ACES Prices Sensitivity case that ACES ran in its test of 
the Ventyx data (Big Rivers 2012-2026 (CSAPR-MATS by equip) APM energy (5-8- 
12).xlsx) referenced external spreadsheets. Again, please check all of the PCM files 
and supply the requested information. 

Recently, ACES supplied another excel spreadsheet that was used as an intermediary 
file to format results that are incorporated into the PCM files that are then used by the 
Corporate Financial models. The file supplied was a 42 MB pivot table. Are any other 
such intermediary files used that have not been supplied? For example, were any other 
pivot table processing files used associated with any of the other PCM worktabs such 
as the Monthly/Annual Sources and Uses worktabs, or the MonthIylAnnual Resources 
Report? If there were please supply those. If not please explain the process that was 
used to enter data into the necessary format required by the PCM file from the PAR 
model output. 

For each of the PCM spreadsheet worktabs that contain PAR model output results (ex 
Monthly Sources and Uses), please identify the names of the PAR model presets that 
ACES used to create the data that went into the worktab. 

Please supply all workpapers associated with the development of all unit characteristics 
modeled in the PAR model for each generating unit. If none exist, please explain how 
the unit characteristics were derived. Please supply this electronically, with all formulas 
included. 

(23.1 0 Please provide all workpapers for the derivation of the emergency power price used in 
the database. If none exist, please explain how the price was derived. Please supply 
this electronically, with all formulas included. 

(23.1 1 Please provide all workpapers for the derivation of the transmission limit that was used 
between Big Rivers and the markets that were modeled in the database. If none exist, 
please explain how the transmission limit was derived. Please supply this electronically, 
with all formulas included. 

Q3.12 ACES supplied approximately 15 sensitivity cases other than the cases that were 
incorporated in analyses that were used in Mr. Hite’s testimony. Please identify which 
of the cases included ACES own market price forecasts (as opposed to PACE Globals), 
and provide all analyses used to develop those forecasts (both inputs and outputs) 
electronically, with all formulas included. Also, indicate what allowance prices SO2, 
C02, NOX, Hg were assumed in the analysis, if in fact these costs were included. 

Q3.13 If C02 costs were not used in the analysis discussed in the prior question, please 
discuss why not. 

5 



Respectfully submitted, 

BOEHM, KURT2 & LOWRY 
36 East Seventh Street, Suite 1510 
Cincinnati, Ohio 45202 
Ph: (513) 421-2255 Fax: (513) 421-2764 
E-Mail: mkurtz@BKLlawfirm.com 

COUNSEL FOR KENTUCKY INDUSTRIAL UTILITY 
CUSTOMERS, INC. 

David C. Brown, Esq. f 

STITES & HARBISON 
1800 Providian Center, 400 West Market Street 
Louisville, KY 40202 
Ph: (502) 587-3400 Fax: (502) 587-6391 
E-mail. d brown@stites.com 

CO-COUNSEL FOR ALCAN PRIMARY PRODUCTS 
CORPORATION 

June 27,2012 
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mraRNEys AT LAW 
36 EAST SE\IENTH STREET 

SUITE 1510 
CLNCWNATI, OHIO 45202 
TELEPHONE (513) 421-2255 

TELECOPIER (513) 421-2764 
_I_ 

Via Overnight Mail 

July 30,20 12 

Mr. Jeff Derouen, Executive Director 
Kentucky Public Service Cornriiission 
2 1 1 Sower Boulevard 
Frankfort, Kentucky 40602 

Re: Case No. 2012-00063 

Dear Mr. Derouen: 

Please find enclosed the original and ten (10) copies of KENTUCKY INDUSTRIAL, UTILITY 
CTJSTOMERS, INC.'s FIRST SET OF DATA REQUESTS TO SIERRA CLUB for filing in the above- 
referenced tnat ter . 

By copy of this letter, all parties listed on the Certificate of Service have been served. Please place these 
documents of file. 

Very Truly Yours, 

*-4 P e  
Michael L. Kurtz, Esq. 
Kurt J, Boehm, Esq. 
BOEKM, KURTZ & LOWRY 

MLKkew 
Attachmcnt 
cc: Certificate of Service 

Quang Nyugen, Esq 
Faith Bums, Esq. 
Larry Cook, Esq. 
Matt James, Esq. 
David C Brown, Esq. 
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C E ~ T ~ ~ ~ A ~ E  OF SERVICE 

I hereby certify that a copy of the foregoing was served by electronic mail (when available) and by 
mailing a true and correct copy by regular, US. Mail, unless other noted, this 30T" day of July, 2012 to the 
following 

7377 6 
Michael L. Kurtz, Esq. 
Kurt J. Boehm, Esq. 

JENNIFER B HANS, ESQ. 
DENNIS G. HOWARD, 11. ESQ 
LAWRENCE W. COOK, ESQ. 
MATT JAMES, ESQ. 
ASSISTANT ATTORNEY GENERAL'S OFFICE 
1024 CAPITAL, CENTER DRIVE, STE 200 
FRANKFORT, KENTIJCKY 40601 -8204 

JOE CHILDERS 
JOE F. CHILDERS & ASSOCIATES 
300 LEXINGTON BUILDING 
201 WEST SHORT STREET 
LEXINGTON, KENTUCKY 40507 

HONORABLE JAhES M MULLER 
ATTORNEY AT LAW 
SULLIVAN, MOUNTJOY, STAINBACK & MIL,L,ER, PSC' 
100 ST. ANN STREET 
P.O. BOX 727 
OWNSBORO, KENTIJCKY 42302-0727 

SHANNON FISK, ESQ/ 
CI-IKISTOPIIER LEUNG, ESQ. 
EARTH JUSTICE 
NATURAL RESOURCES DEFENSE COUNCIL 
156 WILLIAM STREET, SIJITE 800 
NEW YORK, N E W  YORK 10038 



COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

IN THE MATTER OF: 

APPLICATION OF BIG RIVERS ELECTRIC ) CASE NO. 2012-00063 
CORPORATION FOR APPROVAL OF ITS ) 
2012 ENVIRONMENTAL COMPLIANCE 1 
PLAN, FOR APPROVAL OF ITS AMENDED ) 
ENVIRONMENTAL COST RECOVERY 1 
SURCHARGE TARIFF, FOR CERTIFICATES ) 
OF PUBLIC CONVENIENCE AND 1 
NECESSITY, AND FOR AUTHORITY TO ) 
ESTABLISH A REGULATORY ACCOUNT ) 

KENTUCKY INDUSTRIAL UTILITY CUSTOMERS, INC,’s 

FIRST SET OF DATA REQUESTS TO 

SIERRA CLUB 

Dated: July 30,2012 



DEFINITIONS 

1. 

2, 

3. 

4. 

5. 

6. 

7 

8, 

9. 

I O .  

11. 

12. 

"Document(s)" is used in its customary broad sense and includes electronic mail and all written, typed, 
printed, electronic, computerized, recorded or graphic statements, memoranda, reports, communications or 
other matter, however produced or reproduced, and whether or not now in existence, or in your possession. 

"Study" means any written, recorded, transcribed, taped, filmed, or graphic matter, however produced or 
reproduced, either formally or informally, a particular issue or situation, in whatever detail, whether or not 
the consideration of the issue or situation is in a preliminary stage, and whether or not the consideratjon 
was discontinued prior to completion whether preliminary or final, and whether or not referred to in Big 
Rivers' direct testimony. 

If any document requested herein was at one time in existence, but has been lost, discarded or destroyed, 
identify such document as completely as possible, including the type of document, its date, the date or 
approximate date it was lost, discarded or destroyed, the identity of the person (s) who last had possession 
of the document and the identity of all persons having knowledge of the contents thereof. 

"Person" means any natural person, corporation, professional corporation, partnership, association, joint 
venture, proprietorship, firm, or the other business enterprise or legal entity. 

A request to identify a natural person means to state his or her full name and residence address, his or her 
present last known position and business afflliation at the time in question. 

A request to identify a document means to state the date or dates, author or originator, subject matter, all 
addressees and recipients, type of document (e.g., letter, memorandum, telegram, chart, etc.), number of 
code number thereof or other means of identifying it, and its present location and custodian. If any such 
document was, but is no longer in the Company's possession or subject to its control, state what disposition 
was made of it. 

A request to identify a person other than a natural person means to state its full name, the address of its 
principal office, and the type of entity. 

"And" and "or" should be considered to be both conjunctive and disjunctive, unless specifically stated 
otherwise. 

"Each" and "any" should be considered to be both singular and plural, unless specifically stated otherwise. 

Words in the past tense should be considered to include the present, and words in the present tense 
include the past, unless specifically stated otherwise. 

"You" or "your" means the person whose filed testimony is the subject of these interrogatories and, to the 
extent relevant and necessary to provide full and complete answers to any request, "you" or "your" may be 
deemed to include any person with information relevant to any interrogatory who is or was employed by or 
otherwise associated with the witness or who assisted, in any way, in the preparation of the witness' 
testimony. 

"Sierra Club means Sierra Club andlor any of their officers, directors, employees, or agents who may have 
knowledge of the particular matter addressed. 



INSTRUCTIONS 

1, If any matter is evidenced by, referenced to, reflected by, represented by, or recorded in any document, please 
identify and produce for discovery and inspection each such document. 

2. These interrogatories are continuing in nature, and information which the responding party later becomes 
aware of, or has access to, and which is responsive to any request is to be made available to Kentucky 
Industrial Utility Customers. Any studies, documents, or other subject matter not yet completed that will be 
relied upon during the course of this case should be so identified and provided as soon as they are completed. 
The Respondent is obliged to change, supplement and correct all answers to interrogatories to conform to 
available information, including such information as it first becomes available to the Respondent after the 
answers hereto are served. 

3. Unless otherwise expressly provided, each interrogatory should be construed independently and not with 
reference to any other interrogatory herein for purpose of limitation. 

4. The answers provided should first restate the question asked and also identify the person(s) supplying the 
information, 

5.  Please answer each designated part of each information request separately. If you do not have complete 
information with respect to any interrogatory, so state and give as much information as you do have with 
respect to the matter inquired about, and identify each person whom you believe may have additional 
information with respect thereto. 

6. In the case of multiple witnesses, each interrogatory should be considered to apply to each witness who will 
testify to the information requested. Where copies of testimony, transcripts or depositions are requested, each 
witness should respond individually to the information request. 

7. The interrogatories are to be answered under oath by the witness(es) responsible for the answer. 

8. Responses to requests for revenue, expense and rate base data should provide data on the basis of Total 
Company as well as Intrastate data, unless otherwise requested. 



FIRST SET OF DATA REQUESTS OF 
KENTUCKY INDUSTRIAL UTILITY CUSTOMERS. INC. TO 

SIERRA CLUB 
Case No. 2012-00063 

Q1.1. Please provide all spreadsheets, models and workpapers, with all formulas intact, and all 
referenced spreadsheets included, that were used in the development of the results presented 
in Ms. Wilson's Tables 1 and 12 of her testimony. This should include the cash flow models that 
were used, as discussed on page 31 of Ms. Wilson's testimony. 

Respectfully submitted, 

93 
Michael L. Kurtz, Esq. 
BOEHM, KURTZ & LOWRY 
36 East Seventh Street, Suite 1510 
Cincinnati, Ohio 45202 
Ph: (513) 421-2255 Fax: (513) 421-2764 
E-Mail: mkurtz@BKLlawfirm,com 

COUNSEL FOR KENTUCKY INDUSTRIAL UTILITY 
CUSTOMERS, INC. 

&,2 Lzz?& 
David C. Brown, Esq. 
STITES & HARBISON 
1800 Providian Center, 400 West Market Street 
Louisville, KY 40202 
Ph: (502) 587-3400 Fax: (502) 587-6391 
E-mail, m w n  asti tes .com 

CO-COUNSEL FOR ALCAN PRIMARY PRODUCTS 
CORPORATION 
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1 CASE NO. 2012-00063 
1 
1 
1 
1 
1 
1 
1 
1 

JOINT MOTION TO STAY P R O C E D U W  SCHEDULE 

Kentucky Industrial Utility Customers, Inc. (“KIUCy), Ben Taylor and Sierra Club and 

the Attorney General (collectively, “Intervenors”) hereby move the Kentucky Public Service 

Commission (“Comission”) to enter an Order staying the procedural schedule in this docket 

until such time that Big Rivers Electric Corporation (“Big Rivers”) provides a full response to 

the Intervenors’ initial sets of information requests. Specifically, Intervenors move that all 

supplemental requests for information to Big Rivers be due twelve days after Big Rivers has 

completed its responses to initial information requests. All subsequent dates in the procedural 

schedule should be rescheduled accordingly. This request is necessitated by the fact that Big 

Rivers has failed to provide the database used in the production cost modeling that the company 

used to support its Application, and that some of the files produced by Big Rivers in response to 

discovery from KIUC were corrupted. While Intervenors are attempting to expeditiously resolve 

these matters with Big Rivers, these matters will not be resolved in time to provide Intervenors 

with a fair opportunity to submit supplementary data requests unless a stay is granted. 
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MEMORANDUM W SUPPORT 

The procedural schedule set forth in the Commission’s April 30, 2012 Order provides 

that Big Rivers shall file responses to initial requests for information no later than June 1, 2012. 

The Commission’s Order gives Intervenors twelve days after receiving Big Rivers’ responses to 

their initial information requests before the second set of information requests to Big Rivers are 

due on June 13, 2012. Unfortunately, Big Rivers failed to provide complete responses to the 

Intervenors initial requests on June 1 and has not provided 1 1 1  responses as of this filing. 

As set forth in the Intervenors’ Joint Motion to Compel filed on June 6, 2012, the 

Intervenors seek production of the database and input files that ACES developed and fed into 

the production cost modeling upon which Big Rivers’ April 2, 2012 Applicatian is based. The 

Commission should not proceed to determine whether Big Rivers’ Application is reasonable and 

cost-effective without an examination of the accuracy of the modeling results that form the basis 

for Big Rivers’ Application for an Environmental Cost Recovery Surcharge Tariff. The database 

and input files used by ACES were not provided as part of Big Rivers’ responses to initial 

information requests on June 1 2012. 

Since June 1,2012 Intervenors have diligently tried to obtain this information from Big 

Rivers through both informal communications and through the Joint Motion to Compel filed on 

June 6,2012. Big Rivers’ Response to the Joint Motion to Compel sets out a proposed course of 

action for the Intervenors to obtain this information, but there are several conditions that need to 

be worked out between Big Rivers and Intervenors before that process can move forward (See 

Big Rivers’ Response pp. 5-6). Additionally, Rig Rivers’ proposed plan to provide the requested 

information is to “strip down” the ACES database of non-Big Rivers data before it is provided 
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to the Intervenors and to have the Intervenors pay the cost of this process.’ (Big Rivers’ 

Response p. 6). If Big RiversIACES had not used a database that contains non-Big Rivers 

information there would be no need for the time-consuming step of purging this information 

fiom the database prior to providing it to the Intervenors. 

KIUC has also discovered that there are several files in the CDs provided by Rig Rivers 

in response to KTUC’s First Set of Data Requests that are missing and/or corrupted. KIUC is 

working informally with Big Rivers to rectify this problem. However, it is unlikely that correct 

and valid files will be provided in time for Intervenors to prepare supplemental information 

requests prior to June 13,2012. 

In sum, it is clear from Big Rivers’ Response to the Joint Motion to Compel that 

obtaining the requested information will require a process of undetermined duration and will 

certainly not be concluded by June 13, 2012 when supplemental infomation requests are due. 

Intervenors should not be required to submit supplemental information requests before they have 

received a response to their initial information requests when the delay in providing a complete 

response is due to factors in Big Rivers’ control and was not the fault of the Intervenors. To do 

so would greatly prejudice the Intervenors and would contravene the intent of the Commission’s 

April 30, 2012 Order which contemplates that the Intervenors be afforded the opportunity to 

examine Big Rivers’ responses to initial data responses prior to submitting supplemental 

responses. 

’ The Intervenors intend to file a Reply to Big Rivers’ Response to the Joint Motion to Compel that will, among 
other things, dispute Big Rivers’ proposal that Intervenors must pay the costs of “stripping down” the database of 
non-Big Rivers data. 

3 



WHEREFORE, Intervenors respectfully request that the Commission enter an Order 

staying the procedural schedule in this docket until such time that Rig Rivers provides a full 

response to the Intervenors initial set of information requests. The Intervenors request that all 

supplemental requests for information to Big Rivers be due twelve days after Rig Rivers has 

completed its responses to initial data requests and that all subsequent due dates in the procedural 

schedule should be postponed by the same number of days. 

R ; y a y ~ t  t ed, 

ichael L. Ku z, Esq. 
-- 

Kurt J. Boehm, Esq. 
BOEHM, KURT25 & LOWRY 
36 East Seventh Street, Suite 1510 
Cincinnati, Ohio 45202 
Ph: (513) 421-2255 Fax: (513) 421-2764 
E-Mail: rnkurtz@BKLlawh.com 
kboehm@BIUlawfinnc~ 
COUNSEL FOR KENTUCKY INDUSTRIAL 
UTILITY CUSTOMERS, INC. 

David C. Brown, Esq. J 

STITES & KARBISON 
1800 Aegon Center, 400 West Market Street 
Louisville, ICY 40202 
Ph: (502) 587-3400 Fax: (502) 587-6391 
E-mail. dbrownastites .corn 

PRODUCTS CORPORATION 
CO-COUNSEL FOR &CAN PRIMARY 

Joe Childers, Esq. 
JOE F. CHILDERS & ASSOCIATES 
300 Lexington Building 
201 West Short Street 
Lexington, Kentucky 40507 
Ph: 859-253-9824 Fax: 859-258-9288 
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Kristin Henry, Staff Attorney 
SIERRA CLUB 
85 Second Street 
San Francisco, CA 94105 
Ph: 415-977-5716 Fax: 415-977-5793 
kris tin. henrv@sienaclub.org 
COUNSEL FOR BEN TAYLOR AND SIERRA 
CLUB 

Jennifer Black Hans, Assistant Attorney General 
Dennis Howard, Assistant Attorney General 
Larry Cook, Assistant Attorney General 
OFFICE OF RATE INTERVENTION 
OFFICE OF TFIE ATTORNEY GENERAL 
1024 Capital Center Drive 
Frankfort, KY 40601 
Ph: (502) 696-5408 Fax: 502-573-1009 
j emifer.hans@,ag.lcya 
dennis .howard@ag;.kv. gov 
larrv.cookO,arZ.ky.gov 
COUNSEL FOR THE OFFICE OF RATE 
INTERVENTION OFFICE OF THE ATTORNEY 
GENERAI, 

June 11,2012 
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COMMONWEALTH OF KENTUCKY 
BEFORE THE PIJ LIC SERVICE COMMISSION 

IN THE MATTER OF THE: 

APPLICATION OF BIG RIVERS ELECTRIC ) CASE NO. 2012-00063 
CORPORATION FOR APPROVAL, OF ITS ) 

PLAN, FOR APPROVAL OF ITS AMENDED ) 

SURCHARGE TARIFF, FOR CERTIFICATES ) 

2012 ENVIRONMENTAL COMPLIANCE ) 

ENVIRONMENTAL COST RECOVERY 1 

OF PUBLIC CONVENIENCE AND ) 
NECESSITY, AND FOR AUTHORITY TO 1 
ESTABLISH A REGULATORY ACCOUNT ) 

JOINT MOTION TO COMPEL OR, IN THE ALTERNATIVE, 
TO ISSUE SUBPOENA DUCES TECUM 

Kentucky Industrial Utility Customers, Inc. (“KIUC”) and Ben Taylor and Sierra Club 

(collectively, “Intervenors”) hereby move the Kentucky Public Service Commission 

(“Commission”) to enter an Order requiring Big Rivers Electric Corporation (“Big Rivers”) to 

request and require the production of certain information from its affiliate, ACES Power 

Marketing (“ACES”), and to provide that information to the parties in this proceeding or, in the 

alternative, to issue subpoena duces tecum pursuant to KRS 278.320 to require the production of 

the information directly from ACES. In particular, Intervenors seek production of the data base 

and input files that ACES developed and fed into the production cost modeling upon which Big 

Rivers’ April 2, 201 2 Application (“Application”) is based. The information Intervenors seek is 

necessary to the Coinmission’s ultimate determination of whether the Application filed by Big 

Rivers in this case satisfies the standards set forth in KRS 278.020 and 278.183, and to the 

parties’ ability to fully review and evaluate that Application. 
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MEMORANDUM IN SUPPORT 

In CPCN proceedings, the Commission, its staff, and intervenors attempt to validate the 

veracity of an applicant’s conclusions. This audit process requires parties to examine key 

assumptions and analyses of the applicant to determine if they are reasonable, meaning that an 

auditor could reasonably follow key assumptions and derivations, analysis mechanisms, and 

coiiclusions drawn from those analyses. If the assumptioils and/or analyses are flawed, then the 

resulting conclusions are typically not reasonable. In a typical CPCN case involving a retrofit, a 

reasonable audit should be able to review: (1) the company’s estimate (or bid) for their 

environmental upgrade and the estimate (or bid) for replacement capacity; (2) a logically 

structured modeling analysis in which the Commission or interveners may examine both input 

assumptions and output results; (3) sensitivity analyses that demonstrate robust conclusions, 

including explicit sensitivity inputs and outputs; (4) a clearly defined analytical framework for 

comparing the results of iriodel runs; and ( 5 )  a justification of the project based on model results. 

Transparency on the part of the applicant is an essential element of this audit process. An 

applicant must disclose information regarding input and output results, the modeling and 

analytical structure utilized, which sensitivities were used, including inputs and outputs, and how 

those sensitivities were selected. Without transparency regarding these issues it is impossible for 

the Coinmission or any party to verify, much less rely on, the applicant’s assumptions and 

conclusions. 

As part of the audit process of this CPCN application, Intervenors propounded specific 

discovery so that it could either review and verify or reject Big Rivers’ analyses and conclusions. 

However, Big Rivers’ responses to such requests for information were obstructive and evasive. 

Specifically, Big Rivers has failed to require or request ACES to produce the database ACES 
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designed to run the Ventyx Planning and Risk (“PAR’) model used in its production cost 

modeling for Big Rivers’ Application. Intervenors submit that such database is plainly relevant 

to this proceeding, and responsive to their data requests. In addition, the lack of this data would 

render it impossible for the Cominission to determine with certainty whether Big Rivers’ 

Application meets the standards set forth in KRS 278.020 and KRS 278.183 

The essence of this Motion is straightforward: the only acceptable method for Intervenors 

and the Coinrnission to examine and verify the accuracy and completeness of this Application is 

to be able to replicate Big Rivers’ modeling and then test the output through sensitivity runs. To 

do this, it is necessary to have the exact inputs to the modeling carried out by ACES. Otherwise 

the Commission will be confronted with Big Rivers’ conclusions (apples) and the Intervenors’ 

conclusions (oranges). 

The modeling in this case was a multi-step process involving three parties: Big Rivers, 

PACE Global (“PACE”) and ACES.’ PACE Global provided Big Rivers with its projections of 

forward energy prices, monthly coal prices, monthly natural gas prices and monthly allowance 

prices. This data, along with Big Rivers’ plant specific data, were supplied to ACES which was 

contracted to run the production cost model. ACES then took the PACE and Big Rivers’ data it 

received from Big Rivers and from that information developed a data base or inputs that were fed 

into the Verityx Planning and Risk (“PAR’) model that ACES used in its production cost 

modeling. The ACES production cost model outputs were then sent back to Big Rivers which 

fed the information into the Big Rivers financial model. Based on these three-tiered modeling 

analyses, Big Rivers claims that the retrofits it is proposing are the least cost alternative. 

Direct Testimony of Mark Hite, pages 7-8 1 
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Intervenors’ propounded discovery for each of the modeling phases, including the ACES 

phase. For instance, KITJC 1-2 1 explicitly states: “Provide copies of all models and spreadsheets 

developed containing input assumptions and output results. Provide these electronically, with all 

formulas intact.’’ KIUC First Set of Data Requests to Big Rivers 1-21. In addition, SC 1-53 

states: 

Refer to p. 7 line 20 to p. 8 line 5 of the testimony of Mark Hite. Identify and produce: 
a. All forward pricing data received from PACE Global for the production cost 

modeling. 
b. All Big Rivers plant specific data that was supplied to ACES Power Marketing. 
c. Please identify which financial model ACES Power Marketing used, who is the 

vendor of the model, and whether the model is a proprietary model that requires a 
license in order to gain access to the files. 

d. Please produce, in machine readable format, all of the production cost modeling 
(including input and output files) and workpapers used to determine the NPVRR 
for each scenario generated by ACES Power Marketing 

e. Please identify any changes to the input files that may be required to reproduce 
the modeling. 

f. If changes are required, please explain why such changes were made. 
g. Please identify the assumptions, including any supporting documentation, Big 

Rivers or its agents used in each base case and sensitivity scenario that you 
modeled 

h. If a license is required to obtain access to any information in this request, please 
explain how Sierra Club could obtain that license or, if they already have a 
license, who they should provide information to regarding the license to obtain 
the files. 

Ben Taylor and Sierra Club’s First Request for Information to Big Rivers at 1-53; see also, 

KIUC First Set of Data Requests to Big Rivers KIUC 1-4, KIUC 1-20, and KIUC 1-22. 

Despite the specificity of these requests, Big Rivers and ACES have refused to provide 

all of the requested information. See Big Rivers’ Response to KITJC Initial Request for 

Information; Big Rivers’ Response to Sierra Club Initial Request for Information. While it is true 

that Big Rivers has provided Intervenors all the data that it provided to ACES, Big Rivers has not 
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produced the database and inputs that ACES created and fed into the production cost model. In 

fact, Big Rivers has failed to require or request ACES to produce the database because it claiins 

it is not obligated to do so as they are the proprietary work of ACES.. Without such database and 

inputs, there is no way for the parties or the Coinmission to recreate the inodeling performed by 

ACES and used by Big Rivers. 

ACES is not an unaffiliated entity so there is no reason why Big Rivers should not have 

required ACES to provide this database. Big Rivers is actually a partial owner of ACES and a 

ineinber of its Board. See Big Rivers Response to the Staffs Initial Request for Information, 

Item 1 ; see also Big Rivers website at http://www.bigrivers.com/power.aspx. “As a member of 

ACES, Big Rivers has an annual bilateral aaeeinent with ACES under which ACES provides a 

wide array of services to Big Rivers, including the production cost modeling for the multiple 

scenarios analyzed in the development of this filing.” See Big Rivers Response to KIUC Initial 

Request for Information number 33. It strains credulity for Big Rivers to claim that it cannot 

obtain the database that ACES used in its production cost modeling. The crux of the issue is that 

the ACES database and inputs to the Ventyx software are formatted differently than and 

therefore not the same as the data supplied to ACES by Big Rivers. In addition, in creating the 

database and inputs froin the information provided by Big Rivers, ACES invariably made 

decisions regarding various factors, often referred to as “switches” or “vectors,” that the parties 

and Commission could only evaluate if the database is produced. For example, in a conference 

call held on June 4, 2012 among Big Rivers, ACES, Ventyx, KIUC, Sierra Club and the 

Attorney General’s office, ACES representatives suggested that the inputs it used included some 

of its own projections of hture price curves that were presumably intended to supplement if not 

modify the data provided by Big Rivers and PACE. 
5 
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Prior to formal discovery, KITJC also attempted to seek this infomation through a letter 

sent via email to Big Rivers on May 1 I ,  2012 in which KIUC specifically requested “[tlhe input 

data assumptions, and all supporting documents associated with the development of the input 

data assumptions” used by ACES as well as “[tlhe actual production cost model that ACES used, 

as well as all input files that went to the model at the tiine the nins were perfonned.”’ KIUC also 

proposed another solution under which KIUC’s consultants would travel to ACES’ office and 

work directly with ACES staff to make data changes to KITJC’s input files to then perfomi 

KIUC’s production cost runs, but Big River’s refused to accornniodate this approach as well. 

In addition to informal attempts to procure the data, as noted above, a number of 

questions in Intervenors’ first sets of discovery requests filed May 22, 201 2 were sufficiently 

broad to have warranted the production of the Big Rivers-specific data used by ACES in its 

production cost modeling. See, KIIJC Initial Request for Data froin Big Rivers at KIUC 1-4, 

KIUC 1-20, KIUC 1-21, KIUC 1-22, and Ben Taylor and Sierra Club’s Initial Request for 

Information at 1-53. 

KIUC has gone to the expense of licensing the Ventyx PAR software to replicate Big 

Rivers’ modeling and test the Big Rivers outputs, but the software is useless without the ACES 

designed database. The impasse has occurred because Intervenors cannot run the Ventyx model 

and therefore assure the integrity of Big Rivers conclusions without the ACES database; and Big 

Rivers says it does not have the ACES database and will not request ACES to produce it. In the 

June 4, 2012 conference call ACES took the position that the specific files sought were the 

proprietary work product of ACES and that ACES was not obligated to provide the information 

‘ The May 11,2012 letter is Attached. 
6 



in the specific format that Intervenors requested. 

response requires action by the Commission. 

Intervenors respectfully submit that this 

Big Rivers’ refusal to provide the ACES database of Big Rivers-specific inputs in the 

format used in its production cost modeling prevents both Intervenors and the Coininission from 

being able to verify the results of the ACES production cost modeling that Big Rivers’ 

Applicatioii is based upon. Big Rivers has suggested that the infomation it has provided should 

be sufficient3 to approximate the results produced by ACES. Even if true, it is an unnecessary 

burden for Intervenors to have to expend an undetenninable amount of work to attempt to 

identically reproduce what ACES has already created. 

Even if there were adequate time for Intervenors to perform that work , there would be no 

assurance that identical results would be produced. In modeling efforts such as this, the modeler 

sets various “switches” or “vectors” that play a significant role in determining the outputs from 

the modeling exercise. Intervenors would have no idea how those switches or any other similar 

types of switches were set by ACES modelers without the database. Thus, without the specific 

input files froin ACES, it would be only by chance that Intervenors could reproduce ACES’ 

results identi~ally.~ 

Big Rivers has not facilitated that process by providing all of the communications between Big Rivers and ACES 
reflecting directions to be followed, or assumptions to be applied, answers to questions posed by ACES to Big 
Rivers about the work. KIUC requested this information, see KIUC Initial Request for Information 1-4, and such 
information would facilitate replication of the ACES work product. 

Company’s then-proposed flue gas desulfurization project a t  the Big Sandy Unit 2 generating plant. Upon 
evaluating the modeling input database used by KPC, Sierra Club’s expert witness in that proceeding discovered 
that the company had erroneously left on an energy demand vector that overstated demand by 20%. When KPC 
re-ran the model without that vector on, the results showed that the company’s initial modeling had overstated 
the cost of future energy purchases under various alternatives by $1 to $2 billion. See Scott C. Weaver Rebtuttal 
Testimony a t  27-28 filed in Docket No. 201 1-0401, 

The importance of such switches or vectors was seen in the recent CPCN proceeding regarding Kentucky Power 4 
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Further, even if Intervenors or Staff were to obtain a license of the production cost 

modeling software used by ACES, there is insufficient tiine to recreate the PAR model input files 

in the exact way that ACES already constructed them, to enable the Intervenors to replicate the 

ACES results, which is a necessary starting point for Intervenors’ work. KRS 278.183 provides 

that a hearing must be conducted within six months after an application is filed. Because of tiine 

limitations imposed by statute, it is critical that Big Rivers provide the information necessary for 

parties to verify the production cost modeling results presented in Big Rivers’ Application. 

Without a method by which to verify the accuracy of the information presented in Big Rivers’ 

Application within the time constraints imposed by law, the Commission cannot make a final 

determination with certainty regarding whether Big Rivers’ Application satisfies the 

requirements of KRS 278.183 or KRS 278.020. KXS 278.183 requires the Commission to 

determine whether an environmental compliance plan and rate surcharge are “reasonable and 

cost-effective” for compliance with certain environmental requirements. Additionally, KRS 

278.020 requires the Coinmission to determine whether “public convenience and necessity 

require” projects proposed in Big Rivers’ Application. The Commission should not proceed to 

determine whether Big Rivers’ Application meets these standards without an examination of the 

accuracy of the modeling results that form the basis for Big Rivers’ Application. 

KIUC has previously voiced its concern regarding Big Rivers’ failure to produce a 

witness to provide information regarding the assumptions used by ACES in its production cost 

modeling? The continued lack of critical data necessary to this case is a result of Big Rivers’ 

failure to provide such a witness. Intervenors recognize that the ACES information requested in 

this Motion may need to be treated as confidential, and agrees to such treatment for all 

KIUC Motion lo  Dismiss filed April 23, 2012. 5 
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legitimately confidential informationY6 but such information is vital to the Commission’s ultimate 

determinations in this case and cannot be withheld. 

WHEREFORE, Intervenors respectfully requests that the Coininission enter an Order 

requiring Big Rivers to request the database of Big Rivers-specific data used by ACES in its 

production cost modeling and to provide that database to the parties in this proceeding or, in the 

alternative? to issue a subpoena duces tecum to obtain the information directly from ACES. 

Respectfully submitted, 

Michael L. Kurtz, Esq. 
Kurt J. Boehm, Esq. 

36 East Seventh Street, Suite 1510 
Cincinnati? Ohio 45202 
Ph: (513) 421-2255 Fax: (513) 421-2764 
E-Mail : mkurtz@BI< L1 awfinn. coin 
kboehm@BI(Llawfirm.com 
COUNSEL FOR KENTUCKY INDUSTRIAL 

BOEHM, KURTZ & LiOWRY 

UTILJITY CUSTOMERS, INC. 

David C. Brown, Esq. 
STITES & HARBISON 
1800 Aegon Center, 400 West Market Street 
L,ouisville, KY 40202 
Ph: (502) 587-3400 Fax: (502) 587-6391 
E-mail. dbrowii@stites.com 

PRODUCTS CORPORATION 
CO-COUNSEL FOR ALCAN PRIMARY 

On the June 4, 2012 call, Intervenors informed Big Rivers that they were willing to enter into a confidentiality 
agreement to protect the ACES information. Big Rivers failed to explain why such an agreement would not 
sufficiently protect ACES’ interests. 
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Joe Childers, Esq. 
Joe F. Childers & Associates 
300 Lexington Building 
201 West Short Street 
Lexington, Kentucky 40507 

859-258-9288 (facsimi1e)Counsel for Ben Taylor 
and Sierra Club 

859-253-9824 

Of counsel : 

Kristin Henry 
Staff Attorney 
Sierra Club 
85 Second Street 
San Francisco, CA 94105 
Phone: (41 5)977-5716 
Fax: (41 5 )  977-5793 
kristin.henrv@,sierraclwb. org 
Counsel for Ben Taylor and Sierra Club 

June 8,2012 
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COMMONWEALTH OF KENTUCKY 
BEFORE THE PUBLIC SERVICE COMMISSION 

IN THE MATTER OF THE: 

APPLICATION OF BIG RIVERS ELECTRIC 
CORPORATION FOR APPROVAL OF ITS 
2012 ENVIRONMENTAL COMPLIANCE 
PLAN, FOR APPROVAL OF ITS AMENDED 
ENVIRONMENTAL COST RECOVERY 
SURCHARGE TARIFF, FOR CERTIFICATES 
OF PUBLIC CONVENIENCE AND 
NECESSITY, AND FOR AUTHORITY TO 
ESTABLISH A REGULATORY ACCOUNT 

) CASE NO. 2012-00063 
1 
1 

) 

1 
1 

JOINT MOTION OF KENTUCKY INDUSTRIAL UTILITY CUSTOMERS, INC., 

TO COMPEL OR, IN THE ALTERNATIVE, TO ISSUE SUBPOENA DUCES TECUM 
BEN TAYLOR AND SIERRA CLUB, AND ATTORNEY GENERAL 

Kentucky Industrial Utility Customers, Inc. (“KIUC”), Ben Taylor and Sierra Club and the Attorney 

General (collectively, “Intervenors”) hereby move the Kentucky Public Service Commission (“Commission”) to 

enter an Order requiring Big Rivers Electric Corporation (“Big Rivers”) to request and require the production of 

certain information from its affiliate, ACES Power Marketing (“ACES”), and to provide that information to the 

parties in this proceeding or, in the alternative, to issue subpoena duces tecum pursuant to KRS 278.320 to require 

the production of the information directly from ACES. In particular, Intervenors seek production of the data base 

and input files that ACES developed and fed into the production cost modeling upon which Big Rivers’ April 2, 

201 2 Application (“Application”) is based The information Intervenors seek balances the confidentiality 

concerns of Big Rivers with the minimum requirements of transparency and is necessary to the Commission’s 

ultimate determination of whether the Application filed by Big Rivers in this case satisfies the standards set forth 

in KRS 278 020 and 278.183, and to the Intervenors’ ability to fully review and evaluate that Application. 
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MEMORANDUM IN SUPPORT 

In CPCN proceedings, the Commission, its Staff, and intervenors attempt to validate the veracity of an 

applicant’s conclusions This audit process requires parties to examine key assumptions and analyses of the 

applicant to determine if they are reasonable, meaning that an auditor could reasonably follow key assumptions 

and derivations, analysis mechanisms, and conclusions drawn from those analyses If the assumptions andlor 

analyses are flawed, then the resulting conclusions are typically not reasonable In a typical CPCN case involving 

a retrofit, a reasonable audit should be able to review: (1) the company’s estimate (or bid) for their environmental 

upgrade and the estimate (or bid) for replacement capacity; (2) a logically shuctured modeling analysis in which 

the Commission or interveners may examine both input assumptions and output results; (3) sensitivity analyses 

that demonstrate robust conclusions, including explicit sensitivity inputs and outputs; (4) a clearly defined 

analytical framework for comparing the results of model runs; and (5) a justification of the project based on 

model results. 

Transparency on the part of the applicant is an essential element of this audit process An applicant must 

disclose information regarding input and output results, the modeling and analytical structure utilized, which 

sensitivities were used, including inputs and outputs, and how those sensitivities were selected. Without 

transparency regarding these issues it is impossible for the Commission or any party to verify, much less rely on, 

the applicant’s assumptions and conclusions. 

As part of the audit process of this CPCN application, Intervenors propounded specific discovery so that 

it could either review and verify or reject Big Rivers’ analyses and conclusions. However, Big Rivers’ responses 

to such requests for information were obstructive and evasive Specifically, Big Rivers has failed to require or 

request ACES to produce the database ACES designed to run the Ventyx Planning and Risk (i’PAR’) model used 

in its production cost modeling for Big Rivers’ Application. Intervenors submit that such database is plainly 

relevant to this proceeding, and responsive to their data requests In addition, the lack of this data would render it 

impossible for the Commission to determine with certainty whether Big Rivers’ Application meets the standards 

set forth in KRS 278 020 and KRS 278.183. 
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The essence of this Motion is straightforward: the only acceptable method for Intervenors and the 

Commission to examine and verify the accuracy and completeness of this Application is to be able to replicate 

Big Rivers’ modeling and then test the output through sensitivity runs. To do this, it is necessary to have the 

exact inputs to the modeling camed out by ACES Otherwise the Cornmission will be confronted with Big 

Rivers’ conclusions (apples) and the Intervenors’ conclusions (oranges) 

The modeling in this case was a multi-step process involving three parties: Big Rivers, PACE Global 

(“PACE”) and ACES.’ PACE Global provided Big Rivers with its projections of forward energy prices, monthly 

coal prices, monthly natural gas prices and monthly allowance prices This data, along with Big Rivers’ plant 

specific data, were supplied to ACES which was contracted to run the production cost model. ACES then took 

the PACE and Big Rivers’ data and from that information developed a data base or inputs that were fed into the 

Ventyx Planning and Risk (“PAR’) model that ACES used in its production cost modeling The ACES 

production cost model outputs were then sent back to Big Rivers which fed the information into the Big Rivers 

financial model. Based on these three-tiered modeling analyses, Big Rivers claims that the retrofits it is proposing 

are the least cost alternative 

Intervenors’ propounded discovery for each of the modeling phases, including the ACES phase For 

instance, KIUC 1-2 1 explicitly states: “Provide copies of all models and spreadsheets developed containing input 

assumptions and output results. Provide these electronically, with all formulas intact.” KIIJC First Set of Data 

Requests to Big Rivers 1-21. In addition, SC 1-53 states: 

Refer to p. 7 line 20 to p 8 line 5 of the testimony of Mark Hite. Identify and produce: 

a. All forward pricing data received &om PACE Global for the production cost modeling. 

b. All Big Rivers plant specific data that was supplied to ACES Power Marketing 

c Please identify which financial model ACES Power Marketing used, who is the vendor of the 
model, and whether the model is a proprietary model that requires a license in order to gain 
access to the files 

d. Please produce, in machine readable format, all of the production cost modeling (including input 
and output files) and workpapers used to determine the NPVRR for each scenario generated by 
ACES Power Marketing 

’ Direct Testimony of Mark Hite, pages 7-8 
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e. Please identify any changes to the input files that may be required to reproduce the modeling 

f. If changes are required, please explain why such changes were made 

g. Please identify the assumptions, including any supporting documentation, Big Rivers or its agents 
used in each base case and sensitivity scenario that you modeled 

h. If a license is required to obtain access to any information in this request, please explain how 
Sierra Club could obtain that license or, if they already have a license, who they should provide 
information to regarding the license to obtain the files. 

Ben Taylor and Sierra Club’s First Request for Information to Big Rivers at 1-53; see nlso, U C  First Set of 

Data Requests to Big Rivers KIUC 1-4, KIUC 1-20, and KIUC 1-22; Attorney General First Set of Data Requests 

Item 15. 

Despite the specificity of these requests, Big Rivers and ACES have refused to provide all of the 

requested information See Big Rivers’ Response to I<IUC Initial Request for Information; Big Rivers’ Response 

to Sierra Club Initial Request for Information While it is true that Big Rivers has provided Intervenors all the data 

that it provided to ACES, Big Rivers has not produced the database and inputs that ACES created and fed into the 

production cost model. In fact, Big Rivers has failed to require or request ACES to produce the database because 

i t  claims it is not obligated to do so as they are the proprietary work o f  ACES. Without such database and inputs, 

there is no way for the parties or the Conmission to recreate the modeling performed by ACES and used by Big 

Rivers 

ACES is not an unaffiliated entity so there is no reason why Big Rivers should not have required ACES to 

provide this database. Big Rivers is actually a partial owner of ACES and a member of its Board. See Big Rivers 

Response to the Staffs  Initial Request for Information, Item I ;  see also Big Rivers’ website at 

Iittp://wWW.bicrrivers.corn/power.asux. “As a member of ACES, Big Rivers has an annual bilateral agreement 

with ACES under which ACES provides a wide array of services to Big Rivers, including the production cost 

modeling for the multiple scenarios analyzed in the development of this filing.” See Big Rivers Response to 

KIUC Initial Request for Information number 33. It strains credulity for Big Rivers to claim that it cannot obtain 

the database that ACES used in its production cost modeling. The crux of the issue is that the ACES database and 

inputs to the Ventyx software are formatted differently than and therefore not the same as the data supplied to 
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ACES by Big Rivers In addition, in creating the database and inputs from the information provided by Big 

Rivers, ACES invariably made decisions regarding various factors, often referred to as “switches” or “vectors,” 

that the parties and Commission could only evaluate if the database is produced. For example, in a conference call 

held on June 4, 2012 among Big Rivers, ACES, Ventyx, KIUC, Sierra Club and the Attorney General’s office, 

ACES representatives suggested that the inputs it used included some of its own projections of fbture market 

power price curves that were presumably intended to supplement if not modify the market price forecasts 

provided by PACE 

Prior to formal discovery, KIUC also attempted to seek this information through a letter sent via email to 

Big Rivers on May 11, 2012 in which KIUC specifically requested “[tlhe input data assumptions, and all 

supporting documents associated with the development of the input data assumptions” used by ACES as well as 

“[tlhe actual production cost model that ACES used, as well as all input files that went to the model at the time 

the runs were performed.”’ KIUC also proposed another solution under which KIUC’s consultants would travel 

to ACES’ office and work directly with ACES staff to make data changes to KIUC’s input files to then perform 

KIUC’s production cost runs, but Big River’s refused to accommodate this approach as well. 

In addition to informal attempts to procure the data, as noted above, a number of questions in Intervenors’ 

first sets of discovery requests filed May 22, 2012 were sufficiently broad to have warranted the production of the 

Big Rivers-specific data used by ACES in its production cost modeling See KIUC Initial Request for Data from 

Big k v e r s  at KIUC 1-4, KIUC 1-20, KIUC 1-21, KNJC 1-22, Ben Taylor and Sierra Club’s Initial Request for 

Information at 1-53, and Attorney General Initial Request 15 

Formatted: Font Italic 

KIUC has gone to the expense of licensing the Ventyx PAR software to replicate Big Rivers’ modeling 

and test the Big Rivers outputs, but the software is useless without the ACES designed database The impasse has 

occurred because Intervenors cannot run the Ventyx model and therefore assure the integrity of  Big Rivers’ 

conclusions without the ACES database; and Big Rivers says it does not have the ACES database and will not 

request ACES to produce it. In the June 4, 2012 conference call ACES took the position that the specific files 

* The May 1 I ,  20 12 IeHer is attached 
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sought were the proprietary work product of ACES and that ACES was not obligated to provide the information 

in the specific format that Intervenors requested. Intervenors respectfully submit that this response requires action 

by the Commission 

Big Rivers’ refusal to provide the ACES database of Big Rivers-specific inputs in the format used in its 

production cost modeling prevents both Intervenors and the Commission from being able to verify the results of 

the ACES production cost modeling that Big Rivers’ Application is based upon. Big Rivers has suggested that 

the information it has provided should be sufficient3 to approximate the results produced by ACES. Even if 

theoretically true, it is an unnecessary burden for Intervenors to have to expend an undeterminable amount of 

work to attempt to identically reproduce what ACES has already created. 

Even if there were adequate time for Intervenors to perform that work, there would be no assurance that 

identical results would be produced. In modeling efforts such as this, the modeler sets various “switches” or 

“vectors” that play a significant role in determining the outputs from the modeling exercise. Intervenors would 

have no idea how those switches or any other similar types of switches were set by ACES modelers without the 

database. Thus, without the specific input files from ACES, it would be only by chance that Intervenors could 

reproduce ACES’ results identically.4 

Further, even if Intervenors or Staff were to obtain a license of the production cost modeling software 

used by ACES, there is insufficient time to recreate the PAR model input files in the exact way that ACES already 

constructed them to enable the Intervenors to replicate the ACES results, which is a necessary starting point for 

Intervenors’ work. KRS 278.183 provides that a hearing must be conducted within six months after an 

application is filed. Because of time limitations imposed by statute, it is critical that Big Rivers provide the 

Big Rivers has not facilitated that process by providing all of the communications between Big Rivers and ACES reflecting 
directions to he followed, or assumptions to be applied, answers to questions posed by ACES to Big Rivers about the work 
KIUC requested this information, .see KIUC Initial Request for Infonnation 1-4, and such inforination would facilitate 
replication of the ACES work product 

Company’s then-proposed flue gas desulfurization project at the Big Sandy Unit 2 generating plant iJpon evaluating the 
modeling input database used by KPC, Sierra Club’s expert witness in that proceeding discovered that the company had 
erroneously left on an energy demand vector that overstated demand by 20% When KPC re-ran the model without that 
vector on, the results showed that the company’s initial modeling had overstated the cost of future energy purchases under 
various alternatives by $1 to $ 2  billion. See Scott C Weaver Rebuttal Testimony at 27-28 filed in Docket No. 201 1-0401 

The importance of such switches or vectors was seen in the recent CPCN proceeding regarding Kentucky Power 
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information necessary for parties to verify the production cost modeling results presented in Big Rivers’ 

Application Without a method by which to verify the accuracy of the information presented in Big Rivers’ 

Application within the time constraints imposed by law, the Commission cannot make a final determination with 

certainty regarding whether Big Rivers’ Application satisfies the requirements of KRS 278.183 or IuiS 278 020 

KRS 278 183 requires the Commission to determine whether an environmental compliance plan and rate 

surcharge are “reasonable and cost-effective” for compliance with certain environmental requirements 

Additionally, KRS 278.020 requires the Commission to determine whether “public convenience and necessity 

require” projects proposed in Big Rivers’ Application. The Commission should not proceed to determine whether 

Big Rivers’ Application meets these standards without an examination of the accuracy of the modeling results that 

form the basis for Big Rivers’ Application. 

KKJC has previously voiced its concern regarding Big Rivers’ failure to produce a witness to provide 

infonnation regarding the assumptions used by ACES in its production cost modeling The continued lack of 

critical data necessary to this case is a result of Big Rivers’ failure to provide such a witness Intervenors 

recognize that the ACES information requested in this Motion may need to be treated as confidential, and agrees 

to such treatment for all legitimately confidential information,‘ but such information is vital to the Commission’s 

ultimate determinations in this case and cannot be withheld. 

KRJC Motion to Dismiss filed April 23 ,  2012 
On the June 4, 201 2 call, Intervenors informed Big Rivers that they were willing to enter into a confidentiality agreement to 

protect the ACES infonnation Big Rivers failed to explain why such an agreement would not sufficiently protect ACES’ 
interests. 
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WHEREFORE, Intervenors respectfully requests that the Commission enter an Order requiring Big 

Rivers to request the database of Big Rivers-specific data used by ACES in its production cost modeling and to 

provide that database to the parties in this proceeding or, in the alternative, to issue a subpoena duces tecum to 

obtain the information directly from ACES. 

Respectfully submitted, 

Michael L. Kurtz, Esq. 
Kurt J. Boehm, Esq. 
BOEHM, KURTZ KL LOWRY 
36 East Seventh Street, Suite 1510 
Cincinnati, Ohio 45202 
Ph: (513)421-2255 Fax: (513)421-2764 
E-Mail: mhurtz@BI(llawfir.com 
kboehm@BKLlawfirm.com 
COUNSEL FOR KENTUCKY INDUSTRIAL UTILITY 
CUSTOMERS, INC. 

David C Brawn, Esq 
STITES K L  HARBISON 
1800 Aegon Center, 400 West Market Street 
Louisville, ICY 40202 
Ph: (502) 587-3400 Fax: (502) 587-6391 
E-mail. dbrawn@stites.com 

CORPORATION 
CO-COUNSEL FOR ALCAN PRIMARY PRODUCTS 

- _  , I -  I 

Joe Childers, Esq. 
JOE F. CHILDERS K L  ASSOCIATES 
300 Lexington Building 
201 West Short Street 
L.exington, Kentucky 40507 
Ph: 859-253-9824 Fax: 859-258-9288 
COUNSEL FOR BEN TAYLOR AND SIERRA CLUB 
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Of counsel: 

Kristin Henry, Staff Attorney 
SIERRA CLUB 
85 Second Street 
San Francisco, CA 94105 
Ph: 415-977-5716 Fax: 415-977-5793 
kristin.hennl(iEi,sierraclub.org 
COUNSEL FOR BEN TAYLOR AND SIERRA CLUB 

Jennifer Black Hans 
Dennis G. Howard, I1 
Lawrence W Cook 
Matt James 
Assistant Attorneys General 
OFFICE OF RATE INTERVENTION 
OFFICE OF THE ATTORNEY GENERAL 
1024 Capital Center Drive 
Frankfart, KY 40601 
Ph: (502) 696-5408 Fax: 502-573-1009 
jennifer.hans(iEi,ap.kv.gOv 
deimis.howard@ap.kv.eov 
iaml.cook@,arr.kv.gov 
niatt.iamesG3ag.ky.gov 
COUNSEL FOR THE ATTORNEY GENERAL 

June 6.2012 
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COMMONWEALTH OF KENTUCKY 
BEFORE THE PUBLIC SERVICE COMMISSION 

IN THE MATTER OF THE: 

APPLICATION OF BIG RIW,RS ELECTRIC 
CORPORATION FOR APPROVAL OF ITS 
2012 ENVLRONMENTAL COMPLIANCE 
PLAN, FOR APPROVAL OF ITS AMENDED 
ENVIRONMENTAL COST RECOVERY 
SURCHARGE TARIFF, FOR CERTIFICATES 
OF PUBLIC CONVENIENCE AND 
NECESSITY, AND FOR AUTHORITY TO 
ESTABLISH A REGULATORY ACCOUNT 

1 CASE NO. 2012-00063 
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JOINT MOTION OF KENTUCKY INDUSTRIAL UTILITY CUSTOMERS, INC., 

TO COMPEL OR, IN THE ALTERNATIVE, TO ISSUE SUBPOENA DUCES TECUM 
SIERRA CLUB AND ATTORNEY GENERAL 

Kentucky Industrial Utility Customers, Inc. (“KIUC”), Ben Taylor and Sierra Club and the Attorney 

General (collectively, “Intervenors”) hereby move the Kentucky Public Service Cornmission (“Commission”) to 

enter an Order requiring Big Rivers Electric Corporation (“Big Rivers”) to request and require the production of 

certain information from its affiliate, ACES Power Marketing (“ACES”), and to provide that information to the 

parties in this proceeding or, in the alternative, to issue subpoena duces tecum pursuant to KRS 278.320 to require 

the production of the information directly from ACES. In particular, Intervenors seek production of the data base 

and input files that ACES developed and fed into the production cost modeling upon which Big Rivers’ April 2, 

20 12 Application (“Application”) is based. The information Intervenors seek balances the confidentiality 

concerns of Big Rivers with the minimum requirements of transparency and is necessary to the Cornmission’s 

ultimate determination of whether the Application filed by Big Rivers in this case satisfies the standards set forth 

in KRS 278.020 and 278.183, and to the Intervenors’ ability to fully review and evaluate that Application. 
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MEMORANDUM IN SUPPORT 

In CPCN proceedings, the Commission, its Staff, and intervenors attempt to validate the veracity of an 

applicant’s conclusions. This audit process requires parties to examine key assumptions and analyses of the 

applicant to determine if they are reasonable, meaning that an auditor could reasonably follow key assumptions 

and derivations, analysis mechanisms, arid conclusions drawn from those analyses. If the assumptions and/or 

analyses are flawed, then the resulting conclusions are typically not reasonable. In a typical CPCN case involving 

a retrofit, a reasonable audit should be able to review: ( I )  the company’s estimate (or bid) for their environmental 

upgrade and the estimate (or bid) for replacement capacity; (2) a logically structured modeling analysis in which 

the Commission or interveners may examine both input assumptions and output results; ( 3 )  sensitivity analyses 

that demonstrate robust conclusions, including explicit sensitivity inputs and outputs; (4) a clearly defined 

analytical framework for comparing the results of model runs; and (5) a justification of the project based on 

model results. 

Transparency on the part of the applicant is an essential element of this audit process. An applicant must 

disclose information regarding input and output results, the modeling and analytical structure utilized, which 

sensitivities were used, including inputs and outputs, and how those sensitivities were selected. Without 

transparency regarding these issues it is impossible for the Commission or any party to verify, much less rely on, 

the applicant’s assumptions and conclusions. 

As part of the audit process of this CPCN application, Intervenors propounded specific discovery so that 

it could either review and verify or reject Big Rivers’ analyses and conclusions. However, Big Rivers’ responses 

to such requests for information were obstructive and evasive. Specifically, Big Rivers has failed to require or 

request ACES to produce the database ACES designed to run the Ventyx Plarlning and Risk (“PAR”) model used 

in its production cost modeling for Big Rivers’ Application. Intervenors subinit that such database is plainly 

relevant to this proceeding, and responsive to their data requests. In addition, the lack of this data would render it 

impossible for the Commission to determine with certainty whether Big Rivers’ Application meets the standards 

set forth in KRS 278.020 and KRS 278.183 
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The essence of this Motion is straightforward: the only acceptable method for Intervenors and the 

Commission to examine and verify the accuracy and completeness of this Application is to be able to replicate 

Big Rivers’ modeling and then test the output through sensitivity runs. To do this, it is necessary to have the 

exact inputs to the modeling carried out by ACES. Otherwise the Commission will be confronted with Big 

Rivers’ conclusions (apples) and the Intervenors’ conclusions (oranges). 

The modeling in this case was a multi-step process involving three parties: Big Rivers, PACE Global 

(“PACE”) and ACES.’ PACE Global provided Big Rivers with its projections of forward energy prices, monthly 

coal prices, monthly natural gas prices and monthly allowance prices. This data, along with Big Rivers’ plant 

specific data, were supplied to ACES which was contracted to run the production cost model. ACES then took 

the PACE and Big Rivers’ data and from that information developed a data base or inputs that were fed into the 

Ventyx Planning and Risk (“P,”) model that ACES used in its production cost modeling. The ACES 

production cost model outputs were then sent back to Big Rivers which fed the information into the Big Rivers 

financial model. Based on these three-tiered modeling analyses, Big Rivers claims that the retrofits it is proposing 

are the least cost alternative. 

Intervenors’ propounded discovery for each of the modeling phases, including the ACES phase. For 

instance, KWC 1-21 explicitly states: “Provide copies of all models and spreadsheets developed containing input 

assumptions and output results. Provide these electronically, with all formulas intact.” KIUC First Set of Data 

Requests to Big Rivers 1-21 I In addition, SC 1-53 states: 

Refer to p. 7 line 20 to p. 8 line 5 of the testimony of Mark Hite. Identify and produce: 

a. All forward pricing data received from PACE Global for the production cost modeling. 

b. All Big Rivers plant specific data that was supplied to ACES Power Marketing. 

c. Please identify which financial model ACES Power Marketing used, who is the vendor of the 
model, and whether the model is a proprietary model that requires a license in order to gain 
access to the files. 

d. Please produce, in machine readable format, all of the production cost modeling (including input 
and output files) and workpapers used to determine the NPVRR for each scenario generated by 
ACES Power Marketing 

’ Direct Testimony of Mark Hite, pages 7-8 
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e. Please identify any changes to the input files that may be required to reproduce the modeling. 

f. If changes are required, please explain why such changes were made. 

g. Please identify the assumptions, including any supporting documentation, Big Rivers or its agents 
used in each base case and sensitivity scenario that you modeled 

h. If a license is required to obtain access to any information in this request, please explain how 
Sierra Club could obtain that license or, if they already have a license, who they should provide 
information to regarding the license to obtain the files. 

Ben Taylor and Sierra Club’s First Request for Information to Big Rivers at 1-53; see also, KIUC First Set of 

Data Requests to Big Rivers KIUC 1-4, KlUC 1-20, and KKJC 1-22; Attorney General First Set of Data Requests 

Item 15. 

Despite the specificity of these requests, Big Rivers and ACES have rehsed to provide all of the 

requested information. See Big Rivers’ Response to KIUC Initial Request for Information; Big Rivers’ Response 

to Sierra Club h t i a l  Request for hfoi-mation. While it is true that Big Rivers has provided Intervenors all the data 

that it provided to ACES, Big Rivers has not produced the database and inputs that ACES created and fed into the 

production cost model. In fact, Big Rivers has failed to require or request ACES to produce the database because 

it claims it is not obligated to do so as they are the proprietary work of ACES. Without such database and inputs, 

there is no way for the parties or the Commission to recreate the modeling performed by ACES and used by Big 

Rivers. 

ACES is not an unaffiliated entity so there is no reason why Big Rivers should not have required ACES to 

provide this database. Big Rivers is actually a partial owner of ACES and a member of its Board. See Big Rivers 

Response to the Staffs Irlitial Request for Information, Item 1; see also Big Rivers’ website at 

http://www.bigrivers.com/power.asux. “As a member of ACES, Big Rivers has an annual bilateral am-eement 

with ACES under which ACES provides a wide array of services to Big Rivers, including the production cost 

modeling for the multiple scenarios analyzed in the development of this filinp.” See Big Rivers Response to 

KIUC Initial Request for Information number 33. It strains credulity for Big Rivers to claim that it cannot obtain 

the database that ACES used in its production cost modeling. The crux of the issue is that the ACES database and 

inputs to the Ventyx software are formatted differently than and therefore not the same as the data supplied to 
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ACES by Big Rivers. In addition, in creating the database and inputs from the information provided by Big 

Rivers, ACES invariably made decisions regarding various factors, often referred to as “switches” or “vectors,” 

that the parties and Comlission could only evaluate if the database is produced. For example, in a conference call 

held on June 4, 2012 among Big Rivers, ACES, Ventyx, KIUC, Sierra Club and the Attorney General’s office, 

ACES representatives suggested that the inputs it used included some of its own projections of future market 

power price curves that were presumably intended to supplement if not modify the market price forecasts 

provided by PACE. 

Prior to fonnal discovery, KIUC also attempted to seek this information through a letter sent via email to 

Big Rivers on May 11, 2012 in which KIUC specifically requested “[tlhe input data assumptions, and all 

supporting documents associated with the development of the input data assumptions” used by ACES as well as 

“[tlhe actual production cost model that ACES used, as well as all input files that went to the model at the time 

the runs were performed.”’ KIUC also proposed another solution under which KIUC’s consultants would travel 

to ACES’ office and work directly with ACES staff to make data changes to KIUC’s input files to then perform 

KIUC’s production cost runs, but Big River’s refused to accommodate this approach as well. 

In addition to informal attempts to procure the data, as noted above, a number of questions in Intervenors’ 

first sets of discovery requests filed May 22, 2012 were sufficiently broad to have warranted the production of the 

Big Rivers-specific data used by ACES in its production cost modeling. See, KIUC Initial Request for Data from 

Big Rivers at KIUC 1-4, KTIJC 1-20, KIUC 1-21, KIUC 1-22; Ben Taylor and Sierra Club’s Initial Request for 

Information at 1-53; and Attorney General Initial Request 15. 

KIUC has gone to the expense of licensing the Ventyx PAR software to replicate Big Rivers’ modeling 

and test the Big Rivers outputs, but the software is useless without the ACES designed database. The impasse has 

occurred because Intervenors cannot run the Ventyx model and therefore assure the integrity of Big Rivers’ 

conclusions without the ACES database; and Big Rivers says it does not have the ACES database and will not 

request ACES to produce it. In the June 4, 2012 conference call ACES took the position that the specific files 

’ The May 11,2012 letter is attached. 
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sought were the proprietary work product of ACES and that ACES was not obligated to provide the information 

in the specific format that Intervenors requested. Intervenors respectfully submit that this response requires action 

by the Commission. 

Big Rivers’ refiisal to provide the ACES database of Big Rivers-specific inputs in the format used in its 

production cost modeling prevents both Intervenors and the Commission from being able to verify the results of 

the ACES production cost modeling that Big Rivers’ Application is based upon. Big Rivers has suggested that 

the information it has provided should be sufficient3 to approximate the results produced by ACES. Even if 

theoretically true, it is an unnecessary burden for Intervenors to have to expend an undeterminable amount of 

work to attempt to identically reproduce what ACES has already created. 

Even if there were adequate time for Intervenors to perform that work, there would be no assurance that 

identical results would be produced. In modeling efforts such as this, the modeler sets various “switches” or 

“vectors” that play a significant role in determining the outputs from the modeling exercise. Intervenors would 

have no idea how those switches or any other similar types of switches were set by ACES modelers without the 

database. Thus, without the specific input files from ACES, it would be only by chance that Intervenors could 

reproduce ACES’ results identi~ally.~ 

Further, even if Intervenors or Staff were to obtain a license of the production cost modeling software 

used by ACES, there is insufficient tinie to recreate the PAR model input files in the exact way that ACES already 

constructed them to enable the Intervenors to replicate the ACES results, which is a necessary starting point for 

Intervenors’ work. KRS 278.183 provides that a hearing must be conducted within six months after an 

application is filed. Because of time limitations imposed by statute, it is critical that Big Rivers provide the 

Big Rivers has not facilitated that process by providing all of the communications between Big Rivers and ACES reflecting 
directions to be followed, or assumptions to be applied, answers to questions posed by ACES to Big Rivers about the work. 
KIUC requested this information, see KITJC Initial Request for Information 1-4, and such information would facilitate 
replication of the ACES work product. 

Company’s then-proposed flue gas desulfurization project at the Big Sandy Unit 2 generating plant. Upon evaluating the 
modeling input database used by JSPC, Sierra Club’s expert witness in that proceeding discovered that the company had 
erroneously left on an energy demand vector that overstated demand by 20%. When JSPC re-ran the model without that 
vector on, the results showed that the company’s initial modeling had overstated the cost of future energy purchases under 
various alternatives by $1 to $2 billion. See Scott C. Weaver Rebuttal Testimony at 27-28 filed in Docket No. 201 1-0401, 

The importance of such switches or vectors was seen in the recent CPCN proceeding regarding Kentucky Power 
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information necessary for parties to verify the production cost modeling results presented in Big Rivers’ 

Application. Without a method by which to verify the accuracy of the information presented in Big Rivers’ 

Application within the time constraints imposed by law, the Commission cannot make a final determination with 

certainty regarding whether Big Rivers’ Application satisfies the requirements of KRS 278.1 83 or KRS 278.020. 

KRS 278.183 requires the Commission to determine whether an environmental compliance plan and rate 

surcharge are “reasonable and cost-effective” for compliance with certain environmental requirements. 

Additionally, KRS 278.020 requires the Commission to determine whether “public convenience and necessity 

require” projects proposed in Big Rivers’ Application. The Commission should not proceed to determine whether 

Big Rivers’ Application meets these standards without an examination of the accuracy of the modeling results that 

form the basis for Big Rivers’ Application. 

KIUC has previously voiced its concern regarding Big Rivers’ failure to produce a witness to provide 

information regarding the assumptions used by ACES in its production cost modeling.’ The continued lack of 

critical data necessary to this case is a result of Big Rivers’ failure to provide such a witness. Intervenors 

recognize that the ACES information requested in this Motion may need to be treated as confidential, and agrees 

to such treatment for all legitimately confidential information,6 but such information is vital to the Commission’s 

ultimate determinations in this case and cannot be withheld. 

KIUC Motion to Dismiss filed April 23, 2012. ‘ On the June 4, 2012 call, Intervenors informed Big Rivers that they were willing to enter into a confidentiality agreement to 
protect the ACES information. Big Rivers failed to explain why such an agreement would not sufficiently protect ACES’ 
interests. 
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WHEREFOW,, Intervenors respectfully requests that the Commission enter an Order requiring Big 

Rivers to request the database of Big Rivers-specific data used by ACES in its production cost modeling and to 

provide that database to the parties in ths  proceeding or, in the alternative, to issue a subpoena duces tecum to 

obtain the infoilnation directly from ACES. 

Respectfully submitted, 

Michael L. Kurtz, Esq. 
Kurt J. Boehm, Esq. 
BOEHM, KURTZ & LOWRY 
36 East Seventh Street, Suite 1510 
Cincinnati, Ohio 45202 
Ph: (513) 421-2255 Fax: (513) 421-2764 
E-Mail: mkurtz@BKLlawfirm.com 
kboehm@,BKLlawfim.com 
COUNSEL FOR KENTUCKY INDUSTRIAL UTILITY 
CUSTOMERS, INC. 

David C. Brown, Esq. 
STITES & H B I S O N  
1800 Aegon Center, 400 West Market Street 
Louisville, KY 40202 
Ph: (502) 587-3400 Fax: (502) 587-6391 
E-mail. dbrown@stites.com 

CORPORATION 
CO-COUNSIEL FOR ALCAN PRIMARY PRODUCTS 

Joe Childers, Esq. 
JOE F. CHILDERS & ASSOCIATES 
300 Lexington Building 
201 West Short Street 
Lexington, Kentucky 40507 
Ph: 859-253-9824 Fax: 859-258-9288 
COUNSEL FOR BEN TAYLOR AND SIERRA CLUB 
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Of counsel: 

Kristin Henry, Staff Attorney 

85 Second Street 
San Francisco, CA 94105 
P h  415-977-5716 Fax: 415-977-5793 
kristin.henrv(&ien-aclub.org 

SIERRA CLUB 

COIJNSEL FOR BEN TAYLOR AND SIERRA CLUB 

Jennifer Black Hans, Esq. 
Dennis G. Howard, 11, Esq. 
L,any Cook, Esq. 
Matt James, Esq. 
Assistant Attorney General 
OFFICE OF RATE INTERVENTION 
OFFICE OF THE ATTORNEY GENERAL 
1024 Capital Center Drive 
Frankfort, KY 40601 
Ph: (502) 696-5408 Fax: 502-573-1009 
j enni fer. hans@,ag. kv. g.ov 
dermis, howard(3ag. ky. gov 
larry,cook@,ag.kv.gov 
n1att.i amesO,aFE;.ky.gov 
COUNSEL FOR THE OFFICE OF RATE 
INTERVENTION OFFICE OF THE ATTORNEY 
GENERAL 

June 6,2012 
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COMMONWEALTH OB TcENTTJChT 
BEFORE THE PUBLIC SERVICE CORMSSION 

TN TED3 MATTER OF THIE: 

APPLICATION OF RIGRlVERS EIJECTRIC 1 CASE NO. 2012-00063 
CORPORATION FOR APPROVAL OF ITS 1 
2012 ENVIRONMENTAL COMPLIANCE ) 
PLAN, FOR APPROVAL OF ITS AMENDED 1 
EPWRONMENTAI, COST RECOmRY ) 

OF PUBLIC CONVENIENCE AND ) 
NECESSITY, AND FOR AUTHORITY TO ) 

) PUBLIC SERVICE 

IV 
SURCHARGE TARIFF, FOR CERTIFICATES ) 

JUN 0 6 2012 

COMMISSION 
ESTGBLJSH A REGULATORY ACCOUNT 

JOINT MOTION OF l3XNTUCX;U INDUSTRTAL UTILITY CUSTOlvlERS, INC., 

TO COMPEL OR, IN T m  ALTERNATIVE, TO ISSUE SUBPOENA DUCES TECUM 
BEN TAYLOR AND SIERRA CLUB, AND ATTORNEY GENERAL 

Kentucky Industrial Utility Customers, Inc. (“KIUC“), Ben Taylor and Sierra Club and the Attorney 

General (collectively, ‘cTntervenors”) hereby move the Kentucky Public Service Cornmission (“Comission”) to 

enter an Order requiring Big Rivers Electric Corporation (‘Big Rivers”) to request and require the production of 

certain information from its affiliate, ACES Power Marketing (“AACES”), and to provide that information to the 

parties in this proceeding or, in the alternative, to issue subpoena duces tecum pursuant to KRS 278.320 to require 

the production of the infomation directly from ACES. In particular, Intervenors seek production of the data base 

and input files that ACES developed and fed into the production cast modeling upon which Big Rivers’ April 2, 

20 12 Application (“Application”) is based. The information Intervenors seek balances the confidentiality 

concern of Big Rivers with the miniminn requirements of transparency and is necessary to the Commission’s 

ultimate determination of whether the Application filed by Big Rivers in this case satisfies the staidards set forth 

in KRS 278.020 and 278.183, and to the Intervenors’ ability to fully review and evaluate that Application, 
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MXMORANDUM: N SUPPORT 

In CPCN proceedings, the Commission, its Staff, and intervenors attempt to validate the veracity of an 

applicant’s conclusions. This audit process requires parties to exarniue key assumptions and analyses of the 

applicant to determine if they are reasonable, meaning that an auditor could reasonably fallow key assumptions 

and derivations, analysis mechanisms, and conclusions drawn from those analyses. If the assumptions andor 

analyses are flawed, then the resulting conclusions are typically not reasonable. In a typical CPCN case involving 

a retrofit, a reasonable audit should be able to review: (1) the company’s estimate (or bid) for their environmental 

upgrade and the estimate (or bid) for replacement capacity; (2) a logically structured modeling analysis in which 

the Commission or interveners may examine both input assumptions and output results; (3) sensitivity analyses 

that demonstrate robust conclusions, including explicit sensitivity inputs and outputs; (4) a clearly defined 

analytical fi.amework for comparing the results of model runs; and (5)  a justification of the project based on 

model results. 

Transparency on the part of the applicant is an essential element of this audit process. An applicant must 

disclose information regarding input and output results, the modeling and analytical structure utilized, which 

sensitivities were used, including inputs and outputs, and how those sensitivities were selected, Without 

transparency regarding these issues it is impossible for the Commission or any party to verify, much less rely on, 

the applicant’s assumptions and conclusions. 

As part af the audit process of this CPCN applicatiolz, Intervenors propounded specific discovery so that 

it could either review and venfy or reject Big Rivers’ analyses and conclusions. However, Big Rivers’ responses 

to such requests for information were obstructive and evasive. Specifically, Big Rivers has failed to require or 

request ACES to produce the database ACES designed to run the Ventyx Planning and Risk (“PAR”) model used 

in its production cost modeling for Big Rivers’ Application. Intervenors submit that such database is plainly 

relevant to this proceeding, and responsive to their data requests. In addition, the lack of this data would render it 

impossible for the Commission to determine with certainty whether Big Rivers’ Application meets the standards 

set forth in KhlS 278.020 and I(RS 278.183. 
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Tbe essence of this Motion is straightforward the only acceptable method for Intervenors and the 

Commission to examine and verlfy the accuracy and completeness of this Application is to be able to replicate 

Big Rivers’ modeling and then test the output though sensitivity runs. To do this, it is necessary to have the 

exact inputs to the modeling carried out by ACES. Otherwise the Comnission will be confronted with Big 

Rivers’ conclusions (apples) and the Intervenors’ conclusions (oranges). 

The modeling in this case was a multi-step process involving three parties: Big Rivers, PACE Global 

(“PACE’) and ACES.’ PACE Global provided Big Rivers with its projections of forward energy prices, monthly 

coal prices, monthly natural gas prices and monthly allowance prices. This data, along with Big Rivers’ plant 

specific data, were supplied to ACES which was contracted to nm the production cost model. ACES then took 

the PACE and Big Rivers’ data and from that information developed a data base or inputs that were fed into the 

Ventyx Planning and Risk (“PAR”) model that ACES used in its production cost modeling. The ACES 

production cost model outputs were then sent back to Big Rivers which fed the infornntion into the Big Rivers 

financial model. Based on these three-tiered modeling analyses, Big Rivers claims that the retrofits it is proposing 

are the least cost alternative. 

Intervenors’ propounded discovery for each of the modeling phases, including the ACES phase. For 

instance, KIZJC 1-21 explicitly states: “Provide copies of all models and spreadsheets developed containing input 

assumptions and output results. Provide these electronically, with all formulas intact.’’ KIUC First Set of Data 

Requests to Big Rivers 1-21, In addition, SC 1-53 states: 

Refer to p. 7 line 20 to p. 8 line 5 of the testimony of Mark Hite. Identifu and produce: 

a. AH forward pricing data received from PACE Global for the production cost modeling. 

b. All Big Rivers plant specific data that was supplied to ACES Power Marketing. 

c. Please identify which financial model ACES Power Marketing used, who is the vendor of the 
model, and whether the model is a proprietary model that requires a license in order to gain 
access to the files. 

d. Please produce, in machine readable format, all of the production cost modeling (including input 
and output fdes) and workpapers used to determine the NPVRR for each scenario generated by 
ACES Power Marketing 

Direct Testimony o f  Mark Hite, pages 7-8 1 
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e. 

f. 

€5 

h. 

Please identify any changes to the input files that may be required to reproduce the modeling. 

E changes are required, please explain why such changes were made. 

Please identify the assumptions, including any supporting documentation, Big Rivers or its agents 
used in each base case and sensitivity scenario that you modeled 

E a  license is required to obtain access to any information in this request, please explain how 
Sierra Club could obtain that license or, if they already have a license, who they should provide 
information to regarding the license to obtain the files. 

Ben Taylor and Siena Club’s First Request for Illformation to Big Rivers at 1-53; see also, KIIJC First Set of 

Data Requests to Big Rivers KIUC 1-4, KJUC 1-20, and IUUC 1-22; Attorney General First Set of Data Requests 

Item 15. 

Despite the specificity of these requests, Big Rivers and ACES have refused to provide all of the 

requested information. See Big Rivers’ Response to K.IUC Initial Request for Information; Big Rivers’ Response 

to Sierra Club Initial Request for Information. While it is true that Big Rivers has provided Intervenors all the data 

that it provided to ACES, Big Rivers has not produced the database and inputs that ACES created and fed into the 

production cost model. In fact, Big Rivers has failed to require or request ACES to produce the database because 

it claims it is not obligated to do so as they are the proprietary work of ACES. Without such database and inputs, 

there is no way for the parties or the Commission to recreate the modeling performed by ACES and used by Big 

Rivers. 

ACES is not an unaffiliated entity so there is no reason why Big Rivers should not have required ACES to 

provide this database, Big Rivers is actually a partial owner of ACES and a member of its Board. See Big Rivers 

Response to the Staffs hi t id  Request for Information, Item 1; see also Big Rivers’ website at 

littu://ww.bigrivers.com/oower.aspx. “As a member of ACES. Big Rivers has an annual bilateral agreement 

with ACES under which ACES provides a wide arrav of services to Bin Rivers. including the production cost 

modeling: for the multiple scenarios analvzed in the development of this filinz.” See Big Rivers Response to 

KIUC Initial Rwuest for Information number.33. It strains credulity for Big Rivers to claim that it camot obtain 

the database that ACES used in its production cost modeling. The crux of the issue is that the ACES database and 

inputs to the Ventyx software are formatted differently than and therefore not the same as the data supplied to 
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ACES by Big Rivers, In addition, in creating the database and inputs from the information provided by Big 

Rivers, ACES invariably made decisions regarding various factors, often referred to as “switches’’ or ‘trectars,” 

that the parties and Commission could only evaluate if the database is produced. For example, in a conference call 

held on June 4,2012 among Big Rivers, ACES, Ventyx, KIUC, Sierra Club and the Attorney General’s office, 

ACES representatives suggested that the inputs it used included some of its own projections of future market 

power price curves that were presumably intended to supplement if not modify the market price forecasts 

provided by PACE. 

Prior to f o m l  discovery, KTUC also attempted to seek this information through a letter sent via email to 

Big Rivers on May 11, 2012 in which KlTSC specifically requested “ftlhe input data assumptions, and d l  

supporting documents associated with the development of the input data assumptions” used by ACES as well as 

‘‘[[tlhe actual production cost model that ACES used, as well as all input files that went to the model at the time 

the rum were performed.’” KTUC also proposed mother solution under which K1TJC’s consultants would travel 

to ACES’ office and work directly with ACES staff to make data changes to KIUC’s input files to then perform 

KIUC’s production cost runs, but Big River’s refbsed to accommodate this approach as weU. 

In addition to in.€ormal attempts to procure the data, as noted above, a number of questions in Intervenors’ 

first sets of discovery requests filed May 22, 2012 were sufficiently broad to have warranted the production of the 

Big Rivers-specific data used by ACES in its production cost modeling. See, KTUC Initial Request for Data from 

Big Rivers at KIUC 1-4, KIUC 1-20, KIUC 1-21, KJUC 1-22; Ben Taylor and Sierra Club’s Initial Request for 

Information at 1-53; and Attorney General Initial Request 15. 

KIUC has gone to the expense of licensing the Ventyx PAR software to replicate Big Rivers’ modeling 

and test the Big Rivers outputs, but the s o h a r e  is useless without the ACES designed database, The impasse has 

occurred because Intervenors cannot run the Ventyx model and therefore assure the integrity of Big Rivers’ 

conclusions without the ACES database; and Big Rivers says it does not have the ACES database and wiU not 

request ACES to produce it. In the June 4, 2012 conference call ACES took the position that the specific files 

The May 1 1,20 Z 2 letter is attached. 
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sought were the proprietary work product of ACES and that ACES was not obligated to provide the information 

in the specific format that Intervenors requested. Intervenors respectfidly submit that this response requires action 

by the Commission. 

Big Rivers’ refusal to provide the ACES database of Big Rivers-specific inputs in the format used in its 

production cost modeling prevents both Intervenors and the Commission from being able to verify the results of 

the ACES production cost modeling that Big Rivers’ Application is based upon. Big Rivers has suggested that 

the information it has provided should be sufficient3 to approximate the results produced by ACES Even if 

theoretically true, it is an unnecessary burden for Intervenors to have to expend an undeterminable amount of 

work to attempt to identically reproduce what ACES has already created. 

Even if there were adequate time for Intervenors to perform that work, there would be no assurance that 

identical results would be produced. In modeling efforts such as this, the modeler sets various “switches” or 

“vectors” that play a significant role in d e t e d g  the outputs from the modeling exercise. Intervenors would 

have no idea how those switches or any other similar types of switches were set by ACES modelers without the 

database. Thus, without the specific input files from ACES, it would be only by chance that Intervenors could 

reproduce ACES’ results identically! 

Further, even if Intervenors or Staff were to obtain a license of the production cost modeling software 

used by ACES, there is insufficient time to recreate the PAR model input files in the exact way that ACES already 

constructed them to enable the Intervenors to replicate the ACES results, which is a necessary starting point for 

Intervenors’ work. KRS 278.183 provides that a hearing must be conducted within six months after an 

application is filed. Because of time limitations imposed by statute, it is critical that Big Rivers provide the 

Big Rivers has not facilitated that process by providing all of the communications between Big Rivers and ACES reflectiug 
directions to be followed, or assumptions to be applied, answers to questions posed by ACES to Big Rivers about the work. 
KltTC requested this information, see U J C  Initial Request for Information 1-4, and such information wouId facilitate 
repIication of the ACES work product. 

Company’s then-proposed flue gas desulfurization project at the Big Sandy Unit 2 generating plant. Upon evaluating the 
modeling input database used by KPC, Sierra Club’s expert witness in that proceeding discovered that the company had 
erroneously left on an energy demand vector that overstated demand by 20%. When KRC re-ran the model without that 
vector on, the results showed that the company’s initial modeling had overstated the cost of futnre energy purchases under 
various alternatives by $1 to $2 billion. See Scott C. Weaver Rebuttal Testimony at 27-28 frled in Docket No. 201 1-0401. 

The importance of such switches ar vectors was seen in the recent CPCN proceeding regarding Kentucky Power 
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information necessary for parties to verify the production cost modeling results presented in Big Rivers’ 

Application. Without a method by which to verify the accuracy of the information presented in Big Rivers’ 

Application within the time constraints imposed by law, the Commission cannot make a final determination with 

certainty regarding whether Big Rivers’ Application satisfies the requirements of KRS 278.183 or KRS 278.020. 

KRS 278.183 requires the Commission to determine whether an environmental compliance plan and rate 

surcharge are “reasonable and cost-effective” for compliance with certain environmental requirements. 

Additionally, KRS 278.020 requires the Cornmission to determine whether “public convenience and necessity 

require” projects proposed in Big Rivers’ Application. The Commission should not proceed to determine whether 

Big Rivers’ Application meets these standards without an examination of the accuracy of the modeling results that 

form the basis for 3ig Rivers’ Application. 

KWC has previously voiced its concern regarding Big Rivers’ failure to produce a witness to provide 

information regarding the assumptions used by ACES in its production cost modeling.’ The continued lack of 

critical data necessary to this case is a result of Big Rivers’ failure to provide such a witness. Intervenors 

recognize that the ACES information requested in this Motion may need to be treated as confidential, and agrees 

to such treatment for all legitimately confidential information,6 but such information is vital to the Commission’s 

ultimate determinations in this case and cannot be withheld. 

KIIJC Motion to Dismiss filed April 23,2012. 
On the June 4,2012 call, Intervenors informed Big Rivers that they were willing to enter into a confidentiality agreement to 

protect the ACES information. Big Rivers failed to explain why such an agreement would not sufficiently protect ACES 
interests. 
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WEEREFORE, Intervenors respectfully requests that the Commission enter an Order requiring Big 

Rivers to request the database of Big Rivers-specific data used by ACES in its production cost modeling and to 

provide that database to the parTies in this proceedmg or, in the alternative, to issue a subpoena duces tecum to 

obtain the information directly from ACES. 

Respectfully submitted, 

&@&. hael L. Kurtz, Es . 
Kurt J. Boehm, Esq. 
BOEEM, KURT2 & LOWRY 
36 East Seventh Street, Suite 151 0 
Cincinnati, Ohia 45202 

E-Mail: mkurtz@,BKLlawfirm.com 
kboehm0,BKLlaw fxni.com 
COUNSEL FOR KENTUCKY INDUSTRIAL TJTILJTY 
CUSTOMERS, INC. 

P h  (513) 421-2255 Fax: (513) 421-2764 

David C .  Brown, Esq. 
STITES & HARBISON 
1800 Aegon Center, 400 West Market Street 
Louisville, KY 40202 
Ph: (502) 587-3400 Fax: (502) 587-6391 
E-mail. dbrownld&ites.com 

CORPORATION 
CO-COUNSEL FOR ALCAN PRIMARY PRODUCTS 

I . -- 
!_“e. 

Joe Chdders, Esq. 
JOE F. CHILDERS & ASSOCIATES 
300 Lexington Building 
201 West Short Street 
Lexington, Kentucky 40507 
Ph: 859-253-9324 Fax: 859-258-9288 
COTJNSEL FOR BEN TAYLOR AM) SIERRA CLUB 
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Of counsel: 

Kristin Henry, Staff Attorney 
SIERRA CLlUB 
85 Second Street 
San Francisco, CA 94105 
Ph: 415-977-5716 Fax: 415-977-5793 
kristin.henr@,sierraclub.org 
COUNSEL FOR BEN TAYLOR AND SIERRA CLUB 

J &W&al 'fer B1 ck Hans 

&nuis G. Howard, TI 
Lawrence W. Cook 
Matt James 
Assistant Attorneys General 
OFFICE OF RATE EVTERVENTTON 
OFFICE OF THE ATTORNEY GENERAL 
1024 Capital Center Drive 
Frankfort, KY 40601 
P h  (502) 696-5408 Fax: 502-573-1009 
j e& fer. hans@,ae.ky. eov 
dennis. howard@,ay. kv. gov 
Iany.cook@,ae:.kv.gov_ 
-_ matt .i ames@,aE.kv.gov 
COUNSEL FOR THE ATTORNEY GENERAL 

June 6,2012 
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Certipcate of Service and Filing 

Counsel certifies that an oiiginal and ten photocopies of the foregoing were served and 
filed by hand delivery to Jeff Derouen, Executive Director, Public Service Commission, 21 1 
Sower Boulevard, Frankfort, Kentucky 40601; counsel further states that hie and accurate 
copies of the foregoing were mailed via First Class U.S. Mail, postage pre-paid, to; 

Joe Childers 
3be F. ChiIders & Associates 
300 Lexington Building 
201 West Short Street 
Lexington, 1C.Y 40507 

Honorable Michael L Kurtz 
Attorney at Law 
B o e h ,  Kurk & T,owry 
36 East Seven& Street, Suite 1510 
Cincinnati, OH 45202 

Honorable James M Miller 
Sullivan, Mountjoy, Stainback & Miller, PSC 
P.O. Box 727 
Owensboro, KY 42302-0727 
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BOEHM, KURTZ & LOWRY 
ATTORNEYS AT LAW 

36 EASTSEVENTH STREET 
SUITE 1510 

CWCIN'NAn OH10 45202 
TELEPHONE (513) 421.2255 

TELECOPJER (513) 421-2764 
--.-- 

Via Electronic Mail 

May 11,2012 

James M Miller, Esq, 
Sullivan, Mountjoy, Stainback & Miller, PSC 
100 St. Ann Street 
P.O. Box 727 
Owensboro, Kentucky 42302-0727 

Re: Big Rivers 2012, Eiivironmental Compliance Plan, KPSC Docket No. 2012-00063 

Dear Jim: 
W C  has retained J. Kennedy and Associates, Inc. and Hayet Power System Consulting to review the 

Company's environmental compliance options and its proposed projects in this proceeding. They will review the 
data and analyses performed by Sargent & Lundy, the data and projections developed by Pace Global Insight, the 
Big Rivers plant data, the data used and the projections developed by Aces Power Marketing, and the Company's 
selection and modeling of various options and sensitivities. 

The short time frame of this proceeding requires that we obtain access to this data and the rnodels used 
and developed by both your consultantslcontractors and Company personnel, as soon as possible. To the extent 
that we will need to obtain licenses or sign confidentiality or other agreements with the Company's 
consultantdcontractors, we would like to complete that process as soon as possible, even before we issue 
discovery on May 2 1,20 12 or wait for the responses. 

In the interest of expediting this process, we would appreciate your cooperation in obtaining following 
information and access to the various models (inputs, outputs and models) that were used in support of the 
Company's proposed projects: 

Pace Global 

With regard to Pace Global data we would like the following items: 
Mark Hite's testimony at page 7 states, "Big Rivers acquired forward pricing data fiom Pace Global ..." 

The input data assumptions and all supporting documents associated with the development of the input 
data assumptions. 

The actual model that Pace Global used, as well as all input files that went into the model at the time the 
nins were performed and output files, as well as any other documents that Pace Global generated based on 
the output results, 

Any documentation concerning requirements to install the Pace Global model on our own computers and 
a copy of the User'e; Manual. 

0 

0 

ACES Power Marketing 

At page 7, Mr. Hite stated, "This data, along with Big Rivers' plant specific data was supplied to ACES 
Power Marketing ("ACES"), who ran all of the production cost models far this evaluation." We would like to 
obtain the following information: 



James M. Miller, Esq. 
Page 2 of 2 
Mav 11, 2012 

e The input data assumptions, and all supporting documents associated with the development of the input 
data assumptions 

The actual production cost model that ACES used, as well as all input files that went to the model at the 
time the runs were performed. 

All output files, as well as any other documents that ACES developed based on the output results. 

Documentation concerning requirements to install the ACES model on our own computers. 

A copy of the User’s Manual. 

e 

e 

* 

Sargent & Lundy 
At page 13 of Mr. DePriest’s testimony, he stated, ”S&L used models and worksheets developed in-house 

to generate the capital and O&M cost estimates used in the compliance study.“ We would like to obtain the same 
input information, models, and output information as described in the bullets above regarding the S&L models. 

“Build”, “Partial Build” and “Buy” Cases 

Finally, at pages 6-7, Mr. Hite described the Company’s development of a financial model to evaluate 
various options (scenarios) that the Company considered. You previously provided that model to the parties. In 
addition to the model and the related files, we would like to obtain the input assumptions and all supporting 
documents associated with the develapment of the input assumptions. 

In other proceedings in which our consultants have been involved, the utility has assisted them in 
obtaining any licenses that are required in order to obtain and use the software models. We would like to find out 
what requirements and costs may be required for them to acquire the models as soon as possible, as well as the 
process by which the models can be requested and obtained. Most likely a confidentiality agreement will be 
required as well. 

Since there will be various processes required to go through to obtain these models and the relevant 
information used for and produced by these models, we would appreciate your cooperation and immediate 
attention to our request. We can arrange to have a conference call with Company andor consultant/cantractor 
personnel to expedite this process. 

c 
Michael L. Kurtz, Esq. 
BOEHM, KSIRTZ & LOWRY 

MLKkew 
cc: David C.  Brown, Esq. 

Jennifer B. Hans, Esq. 
Dennis Howard, Esq. 
Lany Cook, Esq. 
Joe Childers, Esq. 
Kristin Henry, Esq. 
Quang Nyugen. Esq. 
Faith Bums, Esq. 
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AN ABR COMPANY , I I- - __ - - SOW-ADV-NA-I 20476 

This Statement of Work (“SOW) is effective as of - (“Effective Date”) by and 

between Ventyx Inc., located at 400 Perimeter Center Terrace, Suite 500, Atlanta, Georgia 30346 

(“Ventyx”) and C-layet Power Systems Consulting, whose office is located at 21 5 Huntcliff Terrace, Atlanta, 

GA 30350 (“Client”). 

This SOW is entered into under the Consulting Agreement between the Parties dated 

(Tontract”). In the event of any conflict in the terms between this SOW and the Contract, the terms of 

this SOW shall prevail. All capitalized terms not otherwise defined herein shall have the same meaning 

as in the Contract. 

Ventyx Sales Executive 
Name: Brenfon Meese 
Phone: 678.825.1467 
Cell: 404.964.8882 
Fax: 
E-mail: Brenton. Meese@ventyx.abb.com 

Name: Phil Hayef 
Address: 215 Huntcliff Terrace 

Phone: 770-587-5402 

E-mail. philhaye@concentric.net 

Client Project Manager 

Atlanta, GA 30350 

Fax: 8 7 7-8624734 

PO#: 

Ventyx Project Manager 
Name: Joe McLeer 
Phone‘ 678-830- IO79 
Cell: 
Fax: 
E-mail: joseph.mcleer@venfyx. abb. com 

Client “Bill to” ContacVDept.: 
Name: Phil Nayei 
Address: 215 HiJntC/iff Terrace 

Phone: 770-587-5402 

€-mail: philhaye@concentric.net 

Atlanta, GA 30350 

Fax: 877-862-0734 

EPM Planning and Risk Training -ESTIMATE STATEMENT OF WORK (ESOW) FOR Hayet Power Systems Consulting I 
Page 4 of 10 
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AN m n  COMPANY 

SOW-ADV-NA-120476 I . . .- . I_. . . . . . . . 

1 

I .I 

1.2 

2 

2.1 

2.2 

INTRODUCTION AND OBJECTIVES 

Client has entered into a consulting engagement with another party that licenses the Ventyx EPM 
Planning and Risk software for the purposes of performing certain analyses on their behalf. Client 
has agreed to license the Ventyx Planning and Risk software but as a new user will require 
assistance with the installation and use of the product. 

Understanding the Requirements 

Client has requested training on the Ventyx EPM Planning and Risk (PaR) module, which they 
have licensed on a limited-term basis for the purposes of performing work on a consulting 
engagement. Client has indicated that only a limited scope use of PaR would be needed to 
facilitate the scope of work they are to perform and would not require a complete understanding of 
all the main features and functions of software. Therefore the Client has requested only a I-day 
training session as opposed to the typical 3-4 days of training required for most new PaR users. 

References 

EPM 5.3 Minimum Data Model Requirements 

6 EPM 5 3 Certified Environments 

SCOPE OF WORK 

Task I - Provide EPM Planning and Risk Overview Training 

Ventyx will provide a 1-day EPM Planning and Risk overview training session. This training will 
provide a working knowledge of the EPM interface and cover basic data editing concepts, run 
setup and execution, and basic output reporting methods. 

Task 2 - Provide Additional Consulting Support 

Ventyx will provide an estimated I-week of additional consulting support to assist the Client with 
any software installation or modeling issues that are encountered during the engagement period. 
Such support will include review of the Client's hardware to ensure that it meets the minimum 
requirements, assistance with the installation and setup of any prerequisite software such as MS 
SQL Server, and any Ventyx-specific software such as the EPM Core, Application Management, 
and Prosym,, setup and formatting of SQL Server databases, and assistance with any post-training 
issues associated with the use of Planning and Risk. 
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3 

3.1 

3.2 

3.3 

ESTIMATED SCHEDULE & DELIVERABLES 

The following estimated schedule and deliverables have been identified within this Statement of 
Work (SOW), 

Estimated Schedule of Work 

The estimated schedule of work will be agreed to upon acceptance of the Statement of Work 
(SOW) by both parties. 

Deliverables from Ventyx 

Ventyx will deliver the following items under the Statement of Work (SOW): 

e 

e 

Basic EPM Planning and Risk overview training (1 day) 

Additional consulting support to assist the Client with any software installation or modeling 
issues (estimated 4 week) 

Deliverables from Client 

The Client will deliver the following items to support the activities for this Statement of Work 
(SOW): 

e None. 
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3.4 Assumptions 

The following assumptions have been made when producing this Statement of Work (SOW): 

Client will procure all prerequisite software as specified by the EPM 5.3 Certified 
Environments document referenced in Section I 2, namely a certified version of SQL Server. 
Ventyx will assist Client with the procurement and installation of all prerequisite software. 

All Ventyx software is to be delivered electronically. 

Training will be provided at Ventyx's Atlanta office, unless an alternative mutually agreed 
upon location is decided at the time of the training. 

The Ventyx project manager will provide a single point of contact between Client and Ventyx 
with regard to scope, schedule, and resources assigned to accomplish the Ventyx services. 

Client will have the appropriate computer hardware and technical environment in place, and 
will provide all required access, prior to the Ventyx consultants commencing work. 

Client computer hardware and software will meet the minimum requirements as specified in 
the References noted in Section 1.2 of this SOW. 

Any other additional services beyond the scope as stated in Section 2 of this SOW will be 
billed at the attached rate schedule. 
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Provide EPM Planning and 
Risk Overview training 

1 
SOW-ADV-NA-120476 

1 day Training Consultant 2,000 2,000 , day 

4 CHARGES 

4.1 Fee Summary 

The fee for this training is an estimated $14,000 and will be performed on a Time and Materials 
basis, exclusive of expenses and taxes. The estimates provided below are intended to be an 
estimate for budgetary and Ventyx resource scheduling purposes only. 

All fees presented in the SOW are expressed in US Dollars unless stated otherwise. 

4.2 Travel Expenses 

Travel expenses for this SOW are estimated to be $0. 

4.3 Payment Terms 

Ventyx will invoice monthly in arrears and Client agrees to pay Ventyx thirty (30) days from date of 
invoice. 
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6 SIGNATURE OF ACCEPTANCE 

Pricing is subject to change at Ventyx‘s sole discretion if not signed by Hayet Power System 
Consulting and returned to Ventyx on or before 30 June 2012. 

IN WITNESS WHEREOF, the parties have caused this SOW to be executed by their duly 
authorized representatives. 

Hayet Power Systems Consulting 

Ventyx Inc. 

By: By: 

Name: Name: 

Title: Title: 

Date: Date: 

-_.)._ 

__.,.- 

-- 

To indicate approval, please return a signed PDF version of the entire PSO SOW via email or fax to: 

Tencia DeLuke, tencia.deluke0ventvx. abb. coni 
Fax +I- 770-206-2279 

If your company requires an original hard copy, please mail two signed sets to: 

Tencia DeLuke 
Ventyx Inc. 

400 Perimeter Center Terrace, Suife 500, 
Atlanta Georgia 30346 
Tel: +1-678-8251445 

~- ~- 
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VENTYX 
2012 RATE SCHEDULE - CONSULTfNG SERVICES 

Hourly Fee 
us $ 

Sr. Vice President 420 

Vice President, Subject Matter Expert I Expert Witness 400 

370 Director -- 
Principal Consultant 315 -- 
Lead Consultant __ 300 _. 

Rate Group - 

Project Manager 265 

Senior Consultant - 
Consultant 

Associate Consultant - 

230 I___ 

I Technical and Administrative Professionals 245 

75% Adder for Work for Lifigafion /Regulatory Proceedings 

Su~port Service Charqes. in addition to payment for professional services, all reasonable and necessary expenses 
incurred in connection with the performance of professional services will be billed at cost. Such expenses include, 
but are not limited to, outside reproduction costs, artwork, airline travel, meals, lodging, postage, freight, telephone, 
and travel related expenses. Mileage is charged at the prevailing Standard Mileage Rate as determined by the 
Internal Revenue Service. 

Insurance Provisions. Where a Client requires that it or other entities be named as additional insured with regard to 
company insurance policies, any cost to Ventyx of such provisions shall be bilted to the Client. 

Fee Schedule Revision. This schedule is effective commencing January 1,2012, and may be revised periodically 
by Ventyx. 
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lanning and 

Hayet Power Systems Consulting 

Estimate Statement of Work (SOW) 

13'h June, 2012 - V1.0 

SOW Reference: SOW-ADV-NA-I 20476 

IMPORTANT NOTICE 

This budgetary offer [dated] is preliminary and not final and as such non-binding. It 
is tendered for discussion only, does not constitute a term to contract and Ventyx 
can, without notice, make any changes at Ventyx's discretion. 

Ventyx Confidential and Pmprietary 
20 1 I I 1-R9 
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This Statement of Work (“SOW”) is effective as of t 4 P  /d; (“Effective Date”) by and 

between Ventyx Inc., located at 400 Perimeter enter Terrace, Suite 500, Atlanta, Georgia 30346 

(“Ventyx”) and Hayet Power Systems Consulting, whose office is located at 215 Huntcliff Terrace, Atlanta, 

GA 30350 (‘Client”). 

This SOW is entered into under the Consulting Agreement between the Parties dated 

(“Contract”) In the event of any conflict in the terms between this SOW and the Contract, the terms of 

this SOW shall prevail. All capitalized terms not otherwise defined herein shall have the same meaning 

as in the Contract. 

Ventyx Sales Executive Ventyx Project Manager 
Name: Brenton Meese Name. Joe McLeer 
Phone: 678.825.1467 Phone: 678-830-1079 
Cell: 404.964.8882 Cell: 
f ax :  Fax: 
E-mail: Brenton Meese@ventyx. aLJb.com E-mail: joseph.mcleer@ ventyx. abb. cam 

Client Project Manager Went  “Bill to” ContacVDepf.: 
Name: Phil Hayet Name: Phil Hayet 
Address: 215 Huntcliff Terrace Address: 215 Huntcliff Terrace 

Phone: 770-587-5402 Phone: 770-587-5402 

E-mail: p hilha ye @con ce ntric. net E-mail: philhaye@concentric.net 

Atlanta, GA 30350 Atlanta, GA 30350 

Fax: 877-862-0734 fax:  877-862-0734 

PO #: 
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1 

I .I 

I .2 

2 

2.1 

2.2 

INTRODUCTION AND OBJECTIVES 

Client has entered into a consulting engagement with another party that licenses the Ventyx EPM 
Planning and Risk software for the purposes of performing certain anatyses on their behalf. Client 
has agreed to license the Ventyx Planning and Risk software but as a new user will require 
assistance with the installation and use of the product. 

Understanding the Requirements 

Client has requested training on the Ventyx EPM Planning and Risk (PaR) module, which they 
have licensed on a limited-term basis for the purposes of performing work on a consulting 
engagement. Client has indicated that only a limited scope use of PaR would be needed to 
facilitate the scope of work they are to perform and would not require a complete understanding of 
all the main features and functions of software. Therefore the Client has requested only a I-day 
training session as opposed to the typical 3-4 days of training required for most new PaR users. 

References 

EPM 5.3 Minimum Data Model Requirements 

EPM 5.3 Certified Environments 

SCOPE OF WORK 

Task I - Provide EPM Planning and Risk Overview Training 

Ventyx will provide a I-day EPM Planning and Risk overview training session. This training will 
provide a working knowledge of the EPM interface and cover basic data editing concepts, run 
setup and execution, and basic output reporting methods. 

Task 2 - Provide Additional Consulting Support 

Ventyx will provide an estimated I-week of additional consulting support to assist the Client with 
any software installation or modeling issues that are encountered during the engagement period. 
Such support will include review of the Client’s hardware to ensure that it meets the minimum 
requirements, assistance with the installation and setup of any prerequisite software such as MS 
SQL Server, and any Ventyx-specific software such as the EPM Core, Application Management, 
and Prosym,, setup and formatting of SQL Server databases, and assistance with any post-training 
issues associated with the use of Planning and Risk. 
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3 

3.1 

3.2 

ESTIMATED SCHEDULE & DELIVERABLES 

The following estimated schedule and deliverables have been identified within this Statement of 
Work (SOW). 

Estimated Schedule of Work 

The estimated schedule of work will be agreed to upon acceptance of the Statement of Work 
(SOW) by both parties. 

Deliverables from Ventyx 

Ventyx will deliver the following items under the Statement of Work (SOW): 

e Basic EPM Planning and Risk overview training (1 day) 

Additional consulting support to assist the Client with any software installation or modeling 
issues (estimated 1 week) 

3.3 Deliverables from Client 

The Client will deliver the following items to support the activities for this Statement of Work 
(SOW): 

None. 
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3.4 Assumptions 

The following assumptions have been made when producing this Statement of Work (SOW). 

Client will procure all prerequisite software as specified by the EPM 5 3 Certified 
Environments document referenced in Section 1.2, namely a certified version of SQL Server. 
Ventyx will assist Client with the procurement and installation of all prerequisite software 

All Ventyx software is to be delivered electronically. 

Training will be provided at Ventyx’s Atlanta office, unless an alternative mutually agreed 
upon location is decided at the time of the training. 

The Ventyx project manager will provide a single point of contact between Client and Ventyx 
with regard to scope, schedule, and resources assigned to accomplish the Ventyx services. 

Client will have the appropriate computer hardware and technical environment in place, and 
will provide all required access, prior to the Ventyx consultants commencing work. 

Client computer hardware and software will meet the minimum requirements as specified in 
the References noted in Section 1.2 of this SOW. 

Any other additional services beyond the scope as stated in Section 2 of this SOW will be 
billed at the attached rate schedule 
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Provide EPM Planning and 
Risk Overview training 

Provide Optional Consulting 
support 

4 CHARGES 

1 day Training Consullant 2,000 2,000 , day 

1 week 4 weeks Lead Consultant 2,400 12,000 
_. 

4.1 Fee Summary 

The fee for this training is an estimated $14,000 and will be performed on a Time and Materials 
basis, exclusive of expenses and taxes. The estimates provided below are intended to be an 
estimate for budgetary and Ventyx resource scheduling purposes only. 

All fees presented in the SOW are expressed in US Dollars unless stated otherwise 

4.2 Travel Expenses 

Travel expenses for this SOW are estimated to be $0 

4.3 Payment Terms 

Ventyx will invoice monthly in arrears and Client agrees to pay Ventyx thirty (30) days from date of 
invoice. 
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6 SIGNATURE OF ACCEPTANCE 

Pricing is subject to change at Ventyx's sole discretion if not signed by Hayet Power System 
Consulting and returned to Ventyx on or before 30 June 2012. 

IN WITNESS WHEREOF, the parties have caused this SOW to be executed by their duly 
authorized representatives. 

Hayet Power Systems Consulting 

Ventyx Inc. 

-. 
By: BY. 

Name: Name: 

Title: Title: 

Date" Date: 

-- - 

- ~ - -  - 

To indicafe approval, please return a signed PDF version of fhe entire PSO SOW via email or fax to: 

Tencia DeLuke, tencia. deluke@venfyx. abb. com 
Fax +I-770-206-2279 

I If your company requires an original hard copy, please mail two signed sets to. 

Tencia DeLiike 
Ventyx Inc. 

400 Perimeter Center Terrace, Suite 500, 
Atlanta Georgia 30346 
Tel: $. 1-678-825-1445 
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Sr. Vice President 420 

400 

370 Director 

Principal Consultant 31 5 

. Lead Consultant 300 

, Vice President, Subiect Matter Expert I Expert Witness 

_..-.-I.----.-I- 

Proiect Manacler 265 

Senior Consultant 230 

VENTYX 
2012 RATE S C H E D U L E  -CONSULTING SERVICES 

Hourly Fee 
us $ 

Rate Group r--- -_-__ ~- 

S u ~ ~ o r t  Service Charges. In addition to payment for professional services, all reasonable and necessary expenses 
incurred in connection with the performance of professional services will be billed at cost. Such expenses include, 
but are not limited to, outside reproduction costs, artwork, airline travel, meals, lodging, postage, freight, telephone, 
and travel related expenses. Mileage is charged at the prevailing Standard Mileage Rate as determined by the 
Internal Revenue Service. 

Insurance Provisions. Where a Client requires that it or other entities be named as additional insured with regard to 
company insurance policies, any cost to Ventyx of such provisions shall be billed to the Client. 

Fee Schedule Revision. This schedule is effective commencing January 1,2012, and may be revised periodically 
by Ventyx. 
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Amendment No. 1 
To the License Agreement 

Between 
Ventyx Inc. 

And 
Hayet Power Systems Consulting 

This Amendment No. 1 is made and entered into this - day of , 2012 (the “Effective Date”) 
by and between Ventyx Inc., successor in interest to Ventyx Energy, L.LC (“Ventyx”), having an address of 
400 Perimeter Center Terrace, Suite 500, Atlanta, Georgia 30346, and Hayet Power Systems Consulting 
having an address of 215 Huntcliff Terrace, Atlanta, Georgia 30350 (“Licensee”), and is an amendment to 
that certain License Agreement between Ventyx and Licensee effective March 16, 2011 (the “License 
Agreement“), 

WHEREAS, under the License Agreement, Licensee licenses Ventyx’s proprietary software to provide 
consulting services; and the license for such software expired March 15,2012; and 

WHERAS, Licensee wishes to license an additional software program under such License Agreement; and 

WHEREAS, Ventyx is agreeable to the foregoing subject to the terms and conditions set forth herein. 

NOW THEREFORE, the parties agree as follows: 

1. LICENSE RENEWAL AND ADDITIONAL SOFTWARE 
Effective March 16, 2012 the license for the listed software is hereby renewed for a one (1) year term, 
as set forth below. The Planning and Risk software is hereby added to Section 1 of Exhibit A to the 
License Agreements as if originally included therein. Licensee shall complete a Client Engagement 
form as set forth in Exhibit A attached hereto for each Client Engagement. In consideration of the 
license renewal and additional software, Licensee shall pay Ventyx the ff 

~~ Authorized 

Transmission 

Planning and Risk -1 
-~ (The Delivery Fee is 

. .  - 
Fees’ 

$12,50O/per single Client 
Engagemenffper three (3) 

month term’ 

--- 
$27,000 per single Client 
Engagement for three (3) 
months thereafter $9,000 

per single Client 
Engagemenffper month 

$2,0001 
__-- 

1s) set forth below. 

Retroactive Service Term 

March 16,2012 - March 15, 
2013 
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deliveries of PROMOD 
or an updated newer 
version of PROMOD 
delivered other than 
from !he initial delivery. 

2. RENEWAL 
The term shall automatically renew for successive annual terms at Ventyx’s then-current fees unless 
sooner terminated as set forth in the License Agreement. 

3. NO OTHER CHANGES 
Except as specifically modified in this Amendment, the License Agreement shall remain in full force and 
effect. 

IN WITNESS WHEREOF, the parties have executed this Amendment as of the date last set forth below 
and further represent and warrant that the individuals signing below have the corporate power and authority 
to enter into this Amendment and to carry out the transactions contemplated in this Amendment. 

B M N G  INFORMA?!!.?! ~ ~ 

Contact 
Name: Phil tiayet Phone:770-587-5402 
Title: President Fax : 877-862-0734 
Address: 215 Huntcliff Terrace, 

Atlanta, Georgia 30350 Ernail: phi1 haye@concentric.net 
PO# 

Accepted: 
Ventyx Inc. 

Accepted: 

By: 

Printed Name: 

Title: _I - 

Date: ___I__.__- - 

. 
Ventyx Inc. 

Printed Name: 
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Exhibit A to Amendment No, i 

CLIENT ENGAGEMENT FORM 
This Client Engagement Form is attached to and made part of the License Agreement dated March 16, 201 1 ("Agreement") 
between Ventyx Inc. (as successor in interest to Ventyx Energy, LLC) located at 400 Perimeter Center Terrace, Suite 500, 
Atlanta, Georgia 30346 ("VenQx'') and Hayet Power Systems Consulting located at 215 Huntcliff Terrace, Atlanta, Georgia 30350 
("Licensee"). This form shall be completed by Licensee for each new Client Engagement or start of continued use of the 
Software for an existing Client Engagement. Please fax completed form to the attention of Ventyx's Legal Department at (770) 

Accuracy: 
Licensee hereby represents and warrants that the information set forth in this Client Engagement Form truly and accurately 
reflects the information for Licensee's applicable Client Engagement. Licensee agrees to display the following legend on any 
deliverable (including but not limited to reports, summaries or commentaries) for each Client Engagement" "The results of this 
study were prepared using Ventyx's proprietary Software." 

NAME AND ADDRESS OF ENGAGEMENT PARTY: 

BOEHM, KURTZ & LOWRY 
36 E. Seventh St., Suite 1510 
Cincinnati, Ohio 45202 
On behalf of KlUC 

206-2279. 

NAME OF LICENSED SOFTWARE: 

GENERAL NATURE OF CLIENT ENGAGEMENT: 

0 PROMOD IV Zonal XU Planning and Risk" 

Big Rivers Electric Corporation Environmental Compliance Plan Proceeding (Docket 2012 - 00063)-- 

I 

START DATE: June 18,2012 END DATE: September 17,2012 

The term set forth in this Client Engagement Form shall not extend beyond the term of the Agreement. 

IN WITNESS WHEREOF, the parties have executed this Agreement as of the date first set forth below and further represent and 
warrant that the individuals signing below have the corporate power and authority to enter into this Agreement and to carry out 
the transactions contemplated in this Agreement, 

Hayet Power Systems Consulting , 

ACCEPTED: ACCEPTED: 
Ventyx Inc. 

Amendment No. 1 

BY, 

Printed Name: 

Title:-,. 

Date: 

Ventyx Inc. 

By: 

Printed Name. 

Title: 

Proprietary and Confidential Business Information Page 4 
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Ventyx Consulting Agreement 

This Consulting Agreement ("Agreement") is by and between Ventyx Inc., whose office is located at 400 Perimeter Center 
Terrace, Suite 500, Atlanta, Georgia 30346 ("Ventyx") and Hayet Power Systems Consulting, whose office is located at 21 5 
tiuntcliff Terrace, Atlanta, GA 30350 ("Client"), effective upon execution of both parties. Ventyx will provide the services set forth 
herein: 

1. Consultinq Services. Ventyx will make available the services of Ventyx personnel to perform certain short-term 
consulting sewices ("Services") as generally described in one or more Statement of Work ("SOW") under this 
Agreement. Successive Statements of Work shall be identified by number and each shall reference this Agreement. 

Pavments. Client will pay Ventyx for the Services as set forth the applicable SOW. In addition, Client will pay, or 
reimburse Ventyx for, (i) all taxes based upon the charges in this Agreement (ii) all Services-related and reasonable 
travel and travel-related expenses. If the payment terns are not specified in the applicable SOW, Ventyx will invoice 
Client on a monthly basis for all charges payable hereunder, which shall be due within 30 days from invoice receipt 
date. Any sum not paid when due will bear interest until paid at the maximum rate of interest allowed by applicable 
law. 

2. 

3. C o n f w .  The parties recognize that in the course of performing the Services, both parties may have access to 
confidential or proprietary information belonging to the other and each agrees that any such confidential and 
proprietary information shall remain confidential and shall not be disclosed to any third party. Each party agrees that, 
for a period of two (2) years from receipt of information from the other party hereunder, such party will use the same 
means it uses to protect its own confidential proprietary information, but in any event not less than reasonable means, 
to prevent the disclosure and to protect the confidentiality of both (i) written information received from lhe other party 
which is marked or identified as confidential, and (ii) oral or visual information ("Confidential Information"). The 
foregoing will not prevent either party from disclosing Confidential Information which belongs to such party or is (i) 
already known by the recipient party without an obligation of confidentiality, (ii) publicly known or becomes publicly 
known through no unauthorized act of the recipient party, (iii) rightfully received from a third party without breaching 
any confidentiality or non-disclosure obligations to any third party, (iv) independently developed by the recipient party 
without use of the other party's Confidential Information, (v) disclosed without similar restrictions to a third party by the 
party owning Confidential Information, (vi) approved by the other party for disclosure, or (vii) required to be disclosed 
pursuant to a requirement of a governmental agency or law so long as the disclosing party provides the other party 
with notice of such requirement prior to any such disclosure and reasonably cooperates with the other party in 
connection with obtaining any protective order limiting such disclosure. 

Proprietarv Riqhts The parties acknowledge and agree that: (a) Ventyx owns all right, title and interest in and to all 
Ventyx Confidential Information (and the media containing such Confidential Information) including, without limitation, 
the Work Product and all patent, trademark, copyright, trade secret, and other intellectual property rights related 
thereto; and (b) Client owns all right, title and interest in and to all of Client's Confidential Information (and the media 
containing such Confidential Information) including, without limitation, the patent, trademark, copyright, trade secret, 
and other intellectual property rights related thereto, as well as engagement-specific reports delivered by Ventyx 
except with respect to the Ventyx Confidential Information or Work Product contained In such reports. All Work 
Product, and all patent, trademark, copyright, trade secret, and other intellectual property rights related thereto, is the 
property of Ventyx and is licensed nonexclusively to Client, at no additional license fee, pursuant to the terms of the 
license for software contained in a License Agreement and subject to the terms of this Agreement. To the extent Client 
acquires any rights in the Work Product Client hereby assigns such rights to Ventyx. Client shall give Ventyx all 
reasonable assistance and execute all documents necessary to assist or enable Ventyx to perfect, preserve, register 
andlor record such assignment and Ventyx's rights in any Work Product. 

Termination. Either party may terminate this Agreement in whole, but not in part, for any reason upon providing sixty 
days prior written notice to the other party. Upon termination of this Agreement for any reason, Ventyx will cease to 

4" 

5. 
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perform the Services hereunder for Client and Client will pay to Ventyx: (a) for Services performed on a time and 
materials basis, all sums due including reimbursable expenses to Ventyx as a result of Services performed prior to 
such termination; or (b) for Services performed on a fixed fee basis, for all milestones initiated at the effective date of 
the termination. 

6. Warranty Disclaimer and Limitation on Liability. VENTYX MAKES NO REPRESENTATION OR WARRANTY, 
EXPRESS OR IMPLIED, AND HEREBY EXPRESSLY DISCLAIMS ANY AND ALL SUCH WARRANTIES, 
REGARDING ANY MATTER INCLUDING THE MERCHANTABILITY, SUITABILITY, ORIGINALIN, FITNESS FOR A 
PARTICULAR USE OR PURPOSE, OR RESULTS TO BE DERIVED FROM THE USE OF ANY MATERIALS OR 
SERVICES PROVIDED UNDER THIS AGREEMENT. IN NO EVENT SHALL VENTYX BE LIABLE FOR ANY LOST 
PROFITS, LOSS OF GOODWILL, OR FOR SPECIAL, EXEMPLARY, PUNITIVE, INDIRECT, INCIDENTAL OR 
CONSEQUENTIAL DAMAGES OR ANY OTHER DAMAGES. THE SERVICES PERFORMED UNDER THIS 
AGREEMENT ARE ASSOCIATED WITH THE VENTYX SOFTWARE LICENSED BY CLIENT AND CLIENT 
ACKNOWLEDGES THAT THEY ARE NOT CONSIDERED ACCOUNTING SERVICES. SUBJECT TO THE 
FOREGOING LIMITATION OF LIABILITY VENTYX’S LIABILITY UNDER THIS AGREEMENT SHALL NOT EXCEED 
THE AMOUNT PAID BY CLIENT TO VENTYX UNDER THE SOW GIVING RISE TO THE LIABILITY. 

7, Relationship of Pariies. Ventyx in furnishing the Services to Client under this Agreement is acting only as an 
independent contractor. 

Aqreement. This Agreement constitutes the entire agreement between the parties with respect to the subject matter of 
this Agreement. No change, waiver or discharge will be valid unless in writing and signed by an authorized 
representative of the party against whom such change, waiver or discharge is sought to be enforced. This Agreement 
will be governed by and construed in accordance with the laws, other than choice of law rules, of the State of Georgia. 

8. 

IN WITNESS WHEREOF, the parties have executed this Agreement as of the date first set forth below and further represent and 
warrant that the individuals signing below have the corporate power and authority to enter into this Agreement and to carry out 
the transactions Contemplated in this Agreement. 

ACCEPTED: ACCEPTED: 
Hayet Power Systems Consulting 

Authorized Signature: Authorized Signature: 

Printed Name: 

Title. .- 

Dale: 

Authorized Signature: 

Printed Name, 

Title: 

Date: 

A N  ABB COMPANY 
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Amendment No. I 
To the License Agreement 

Between 
Ventyx Inc. 

And 
Hayet Power Systems Consulting 

, i201 ~~the.~EffeCt~veDate3 _ _  _..--_ Comment Igkll: f ie  a w e m e n (  will be dated 0x1 

sips 
the last date of sib%aturc which is when Ventyx 

This Amendment No. 1 is made and entered into this __ day of 
by and between Ventyx Inc., successor in interest to Ventyx Energy, LLC ("Ventyx"), having an address of 
400 Perimeter Center Terrace, Suite 500, Atlanta, Georgia 30346, and Hayet Power Systems Consulting 
having an address of 215 Huntcliff Terrace, Atlanta, Georgia 30350 ("Licensee"), and is an amendment to 
that certain License Agreement between Ventyx and Licensee effective March 16, 2011 (the "License 
Agreement"). 

WHEREAS, under the License Agreement, Licensee licenses Ventyx's proprietary software to provide 
consulting services; and the license for such software expired March 15,201 2 ;  and 

WHERAS, Licensee wishes to license an additional software program under such License Agreement; and 

WHEREAS, Ventyx is agreeable to the foregoing subject to the terms and conditions set forth herein. 

R 1 $12,50O/per single Client 
Engagementlper three (3) 

month term' 

NOW THEREFORE, the parties agree as follows: 

March 16,2012- March 15, 
2013 

I. LICENSE RENEWAL AND ADDITIONAL SOFTWARE 
Effective March 16, 2012 the license for the listed software is hereby renewed for a one (1) year term, 
as set forth below. The Planning and Risk software is hereby added to Section 1 of Exhibit A to the 
License Agreements as if originally included therein. Licensee shall complete a Client Engagement 
form as set forth in Exhibit A attached hereto for each Client Engagement, In consideration of the 
license renewal and additional software, Licensee shall pay Ventyx the fee(s) set forth below. i Products 

I 

Transmission 

Planning and Risk 

Delivery Fee 
(The Delivery Fee is 

Retroactive Service Term Fees* No. of 
Authorized 

~ 

N 1 $27,000 per single Client 
Engagement for three (3) 
months thereafter $9,000 

per single Client 
EngagemenVper month 

$2,0001 
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deliveries of PROMOD 
or an updated newer 
version of PROMOD 
delivered other than 
from the initial delivery 

1 In the event the engagement is for an existing project in which PROMOD has already been delivered, then 
Delivery Fees do not apply for Planning and Risk 

* Fees are due and payable net thirty (30) days from the date of Invoice, whichever is later 
Delivery Fee shall be waived 

2. RENEWAL 
The term shall automatically renew for successive annual terms at Ventyx’s then-current fees unless 
sooner terminated as set forth in the License Agreement. 

3. NO OTHER CHANGES 
Except as specifically modified in this Amendment, the License Agreement shall remain in full force and 
effect. 

IN WITNESS WHEREOF, the parties have executed this Amendment as of the date last set forth below 
and further represent and warrant that the individuals signing below have the corporate power and authority 
to enter into this Amendment and to carry out the transactions contemplated in this Amendment. 

BILLING INFORMATION 
Billing 
Contact 
Name. Phil Hayet Phone.770-587-5402 

Address 215 Huntcliff Terrace, 
Title. President F ~ x  877-862-0734 

Atlanta, Georgia 30350 Email.philhaye@concentric net 
Po# 

Accepted: 
Hayet Power Systems Consulting 

Accepted: 
Ventyx Inc, 

BY BY- 

Printed Name Printed Name 

Title Title -- 

Date: Date 

Ventyx Inc. 
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Exhibit A to Amendment No. 1 

CLIENT ENGAGEMENT FORM 
This Client Engagement Form is attached to and made part of the License Agreement dated March 16, 2011 ("Agreemenl') 
between Ventyx Inc (as successor in interest to Ventyx Energy, LLC) located at 400 Perimeter Center Terrace, Suite 500, 
Atlanta, Georgia 30346 ("Ventyx") and Hayet Power Systems Consulting located at 215 Huntcliff Terrace, Atlanta, Georgia 30350 
("Licensee") This form shall be completed by Licensee for each new Client Engagement or start of continued use of the 
Software for an existing Client Engagement Please fax completed form to the attention of Ventyx's Legal Department at (770) 

Accuracy: 
Licensee hereby represents and warrants that the information set forth in this Client Engagement Form truly and accurately 
reflects the information for Licensee's applicable Client Engagement Licensee agrees to display the fallowing legend on any 
deliverable (including but not limited to reports, summaries or commentaries) for each Client Engagement "The results of this 
study were prepared using Ventyx's proprietary Software " 

NAME AND ADDRESS OF ENGAGEMENT PARTY: 

BOEHU, KURTZ & LOWRY 
36 E Seventh St ,  Suite 1510 
Cincinnati, Ohio 45202 
On behalf of KIUC 

NAME OF LICENSED SOFTWARE: PROMOD IV Zonal x Planning and Risk 

GENERAL NATURE OF CLIENT ENGAGEMENT: 

Big Rivers Electric Corporation Environmental Compliance Plan Proceeding (Docket 2012 - 00063) 

206-2279 

L 
START DATE. June 1 4 2 0  12 END DATE. September 17, 2012 

The term set forth in this Client Engagement Form shall not extend beyond the term of the Agreement 

IN WITNESS WHEREOF, the parties have executed this Agreement as of the date first set forth below and further represent and 
warrant that the individuals signing below have the corporate power and authority to enter into this Agreement and to carry out 
the transactions contemplatedin t6is Agreement 

Hayet Power Systems Consulting 
ACCEPTED: 

BY 

Printed Name 

Title 

Date. 

ACCEPTED: 
Ventyx Inc. 

Printed Name 

Title 

Date 

Ventyx Inc. 

BY 

Printed Name 

Amendment No 1 Praprietary and Confidential Business Information Page 4 



Amendment No 1 

Date. 

Proprietary and Confidential Business Information Page 5 



KWalton 

It 
n-Disclosure Agreementpdf 
1 1 5 7  ANI 



NON-DISCLOSURE AGREEMENT 

This Non-Disclosure Agreement (“Agreement”) is entered into this 21st day of June 2012, by 
and between Hayet Power Systems Consulting (“Hayet”) and Alliance for Cooperative Energy 
Services Power Marketing LLC, (“ACES Power Marketing” or “APM’) (each individually 
referred to as “Party” and collectively as “Parties”). 

RECITALS 

WHEmAS, APM provides, inter alia, certain modeling services for Rig Rivers Electric 
Corporation (“Big Rivers”) through the use of proprietary software licensed to APM by Ventyx; 
and 

WHEREAS, APM has created a confidential and proprietary database within the licensed 
proprietary software which contains information used by APM to prepare certain scenarios for 
w e  in the Captioned Case (defined below); and 

WHEREAS, Hayet is the consultant for certain Intervenors in the Captioned Case and such 
Intervenors desire that Hayet have access to APM’s confidential and proprietary Database within 
the Ventyx licensed proprietary software which contains information used by APM to prepare 
certain scenarios for use in the Captioned Case by Big Rivers; and 

WHEREAS, APM, pursuant to a request by Rig Rivers and pursuant to conditions established by 
APM’s license with Ventyx (the owner of the proprietary software), is willing to provide to 
Hayet the portion of APM’s confidential and proprietary database that pertains to Big Rivers, 
provided that, Hayet agrees to the terms and conditions expressed herein. 

NOW WHEREFORE, in consideration of the promises and covenants herein and for good and 
valuable consideration, the adequacy and sufficiency of which are hereby acknowledged, the 
Parties intending to be legally bound do hereby agree as follows: 

Section 1. Definitions. 

“Authorized Rem-esentative” shall mean a person employed by Hayet who has signed a 
Non-Disclosure Certificate pursuant to this Agreement and who is a licensed user of the Ventyx 
PaR software under Hayet’s license with Ventyx. 

“Captioned Case” shall mean the case currently before the Kentucky Public Service 
Commission and captioned as “APPLICATION OF BIG RIVERS ELECTRIC CORPORA TION 
FOR APPROVAL OF ITS 2012 ENTfIRONMENTAL COMPLIANCE P U N ,  FOR APPROVAL 
OF ITS M E N D E D  ENVIRONMENTAL COST RECOVERY SURCHARGE TARIFF, FOR 
CERTIFICATES OF PUBLIC CONVENIENCEAND NECESSITX AND FOR AUTHORITY TO 
ESTABLISH A REGIJLATORY ACCOUNT, CASE NO. 2012-00063. ” 
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“Database” shalI mean the electronic computer file derived from the Ventyx PaR licensed 
proprietary software that contains certain Big Rivers model data parameters used by APM in 
developing scenarios for Big Rivers and used in support of the Captioned Case. 

“Notes of Protected Materials” means memoranda, handwritten notes, or any other form 
of information (including electronic information) that copies or discloses Protected Materials. 
Notes of Protected Materials are subject to the same restrictions provided in this Agreement for 
Protected Materials except as specifically provided otherwise in this Agreement. 

“Protected Materials” shdl mean the Database and any other materials provided to Hayet 
by APM, with such other materials being noted as being confidential by APM, pursuant to the 
terms of this Agreement. 

Section 2. Use of the Database and Protected Materials. This Agreement shall goverii the use of 
the Database provided to Hayet by APM. The Database shall be used exclusively by Hayet for 
work directly related to the Captioned Case. The Database shall be installed on and accessible 
through the computer containing Hayet’s licensed Ventyx software. Protected Materials shall be 
made available under the terms of this Agreement to Hayet solely for its use in the Captioned 
Case and any appeals from the Captioned Case, and may not be used by Hayet for any 
commercial, business, or other purpose whatsoever. 

Section 3. Duration of Use. Protected Materials shall remain available to Hayet until the 
sooner of: (a) an order terminating this proceeding becomes no longer subject to judicial review, 
or (b) the termination of Hayet’s license with Ventyx. If requested to do so in writing after that 
date, Hayet shall, within fifteen days of such request, return the Protected Materials (excluding 
Notes of Protected Materials) to APM, or shall destroy the materials, except that copies of 
filings, official transcripts and exhibits in this proceeding that contain Protected Materials and 
Notes of Protected Materials may be retained, if they are maintained in accordance with this 
Agreement. Within such time period, Hayet, if requested to do so, shall also submit to APM an 
affidavit stating that, to the best of its knowledge, all Protected Materials and all Notes of 
Protected Materials have been returned or have been destroyed or will be maintained in 
accordance with this Agreement. To the extent Protected Materials are not returned or 
destroyed, they shall remain subject to this Agreement. 

Section 4. NonDisclosure Certificate. Hayet shall execute a Non-Disclosure Certificate in 
the form of the attached Exhibit A certifying its understanding and agreement with the terrns of 
this Agreement. A copy of each Non-Disclosure Certificate shall be provided to APM prior to 
disclosure of any Protected Materials to Hayet. 

Section 5. Protection of Materials. All Protected Materials shall be maintained by Hayet in a 
secure place. Access to those materials shall be limited to Hayet. Protected Materials shall be 
treated as confidential by Hayet. Protected Materials shall not be used except as necessary for the 
conduct of this proceeding, nor shall they be disclosed in any manner to any person except as 
outlined in Section 6 of this Agreement. Hayet may make notes of Protected Materials, which 
shall be treated as Notes of Protected Materials if they disclose the contents of Protected 
Materials. Hayet may use this information for purposes of this proceeding, and may not use 
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information contained in any Protected Materials obtained through this proceeding to give Hayet 
or any competitor or potential competitor of APM a commercial advantage or otheiwise 
economically disadvantage APM based on disclosure of the Protected Materials outside of this 
proceeding. 

In the event, AI’M inadvertently provides confidential information unrelated to the 
Captioned Case, or otheiwise fails to designate materials other than the Database as Protected 
Materials at the time they are provided to Hayet, APM shall notify Hayet promptly npon 
discovery of the inadvertent disclosure. Hayet agrees that from the time forward that Hayet has 
been notified that such materials are deemed confidential, Hayet shall maintain the 
confidentiality or protection afforded the information, and agrees to: (a) immediately return the 
privileged information; and (b) to protect the confidential materials as Protected Materials, and to 
not use any information derived from such inadvertent disclosure in a manner inconsistent with 
the preservation of the confidential nature of the materials. 

Section 6. Disclosure. Only Authorized Representatives shall have access to the Database. 
In the event that Hayet ceases to be engaged in the Captioned Case, access to Protected Materials 
by Hayet shall be terminated. Even if no longer engaged in this Captioned Case, Hayet shall 
continue to be bound by the provisions of this Agreement and the Non-Disclosure Certificate. 
No other disclosure of the Database shall be permitted. The Parties agree that the output of 
modeling analyses that may be conducted using the information contained in the Database as 
well as input assumptions entered into the Database for purposes of modeling analyses will be 
treated as confidential among any parties who have signed the Confidentiality Agreement in the 
Captioned Case and are not prohibited from disclosure under this Agreement. Hayet shall take all 
reasonable precautions necessary to assure that Protected Materials are not distributed to 
unauthorized persons. 

Section 7. Nature of Information. Hayet hereby accepts the representations of APM that the 
Database is of a special, unique, unusual, extraordinary, and/or intellectual character and that the 
Parties further accept that the Database is an APM trade secret that is not available to the public, 
and that, if disclosed, would subject APM to risk of competitive disadvantage or other business 
injury.APM may be irreparably injured by disclosure of the Database. APM and Hayet 
acknowledge and agree that money damages would not be a sufficient remedy for any breach of 
this Agreement, and that in addition to all other remedies, a Party shall be entitled to specific 
performance and injunctive or other equitabie relief as a remedy for any such breach, and the 
Parties agree to waive any requirement for the securing or posting of any bond in connection 
with such remedy. 

Section 8. Survival of Obliaations. The obligations and commitments established by this 
Agreement shall remain in full force and effect for a period of two (2) years from the conclusion 
of any right to appeal the proceedings in the Captioned Case. 

Section 9. Governing Law_, The validity and interpretation of this Agreement and the legal 
relations of the Parties to it shall be governed by the laws of the State of Indiana. In the event 
that a court of competent jurisdiction determines that any portion of this Agreement is 
unreasonable because of its term or scope, or for any other reason, the Parties agree that such 
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court may reform such provision so that it is reasonable under the circumstances and that such 
provision, as reformed, shaIl be enforceable. The Parties further agree that service of any 
process, surnmons, notice or document by U.S. certified or registered mail to the Parties’ 
respective executive offices will be effective service of process for any action, suit, or 
proceeding brought in any sucli court. 

Section 10. Miscellaneous Provisions. 

(a) Neitlier party shall assign this Agreement without the prior written approval of the 
other party. Nothing in this Agreement, express or implied, is intended or shall be construed to 
confer upon any person or entity otlier than the parties hereto any right, remedy or claim under or 
by reason of this Agreement. 

(b) This Agreement sets forth the entire agreement between the parties as to the 
subject matter of this Agreement and supersedes all prior agreements, commitments, 
representations, writings and discussions between them, whether written or or&, with respect to 
the subject matter hereof. Except as otherwise expressly provided in this Agreement, this 
Agreement may not be amended or terminated except in writing and signed by a duly authorized 
representative of the Party to be bound thereby. 

(c) If any provision af this Agreement or its application to any person or 
circumstance is adjudged invalid or unenforceable by any court of competent jurisdiction, then 
the remainder of this Agreement or the application of such provision to other persons or 
circumstances shall not be affected thereby. 

(d) No delay or faiIure to exercise any right under this Agreement shall operate as a 
continuing or permanent waiver of such right or preclude the fiirther exercise of that right or any 
other right. This Agreement shall be binding on the parties and their successors, heirs, affiliates, 
and assigns. This Agreement may be executed in any number of counterparts, and each such 
counterpart shall be deemed an original instrument. 

IN WITNESS WHEREOF, the parties have caused this Agreement to be executed and 
delivered by their respective duly authorized officers as of the date first written above, 

ALLIANCE FOR COOPERATIVE HAYET POWER SYSTEMS 
ENERGY SERVICES POWER CONSULTING 
MARKETING LLC 
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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter o f  

APPLICATION OF RIG RIVERS ) 
ELECTRIC CORPORATION FOR ) 
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PLAN, FOR APPROVAL OF ITS ) 
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OF 
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A. 
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A. 

resource analysis, production cost modeling, and utility industry policy issues. 

Clients have included state regulatory agencies, industrial electricity consumers, 

consulting firms, and merchant generators located both inside and outside the United 

States. 

Please summarize your education and qualifications. 

I graduated from Purdue lJniversity in 1979 with a B.S. degree in Electrical 

Engineering, and from the Georgia Institute of Technology in 1980 with an M.S. 

degree in Electrical Engineering, with a specialization in Power Systems. 

Please describe your professional experience. 

I have over thirty years of experience in the electric utility industry, in which I 

have worked in the areas of generation resource planning, economic analysis, and 

rate analysis. I began my career working for Energy Management Associates 

(I'EMAI' now known as Venytx), an Atlanta based utility consulting firm, in 

which I supported Ventyx's PROMOD IVTM ("PROMOD") production cost 

software clients.' PROMOD is a detailed production cost inodeling tool that is 

widely used by utilities throughout the United States to perform electric utility 

operations and planning studies. In addition to providing client support and 

production cost modeling training for Ventyx's utility clients, I also performed 

I will refer to this Company as Ventyx, which is also the supplier of Big Rivers' current production 
costing model, known as the Planning and Risk Model ("PaR"). The PaR model is one of a number of 
tools incorporated within Ventyx's Energy Portfolio Management ("EPM") suite of modeling tools. 
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numerous consulting assignments using the PROMOD production cost modeling 

so ftw are. 

In 1991 I moved to Ventyx’s SRATEGIST Department where I managed a Client 

Service Support Team. SRATEGIST is a resource planning tool used to evaluate 

alternative resource options to derive a utility’s optimal long-term resource plan. 

While part of this department, I worked on numerous consulting assignments such 

as avoided cost analyses, dernand-side management studies, and Integrated 

Resource Planning (“1R.P”) studies for utilities across the U.S and abroad. 

In 1996 I began my own consulting firm, HPSC, in which I continue to work on 

projects involving generation resource planning, economic analysis, and rate 

analysis. During my career, I have had extensive experience working with 

production cost modeling tools, including PROMOD, Strategist, Cumulus, GRID, 

EGEAS, MAINPLAN, PROSYM, and PaR. Additional background, including a 

list of my specific regulatory appearances can be found in Exhibit Hayet-1 I 

Have you previously testified before the Kentucky Public Service Commission 

(“Commission” or “PSC”)? 

No. Although I have made numerous appearances before other state regulatory 

commissions and before the Federal Energy Regulatoiy Commission, this is my first 

appearance before this Commission. Most, if riot all, of these projects and testimony 

involved production resource issues. 
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A. 

Q. 

A. 

On whose behalf are you testifying in this proceeding? 

I am testifying on behalf of the Kentucky Industrial Utility Customers, Inc. 

("KIUCI') I 

Please summarize your testimony. 

My testimony reviews Big Rivers Electric Corporation's ("Big Rivers" or "The 

Company") request for approval of a new environmental compliance plan and 

certificates of public convenience and necessity ("CPCNs") that would allow it 

to be able to construct a set of environmental upgrade projects, which are 

included in Big Rivers 2012 Environmental Compliance Plan (''ECPI'). My 

testimony primarily addresses the economic evaluation that Big Rivers conducted, 

which is included in Mr. Hite's testimony and summarized in Exhibit Hite-4. I 

discuss the production cost analyses that Big Rivers and its consultants 

performed, and the alternative analyses that I conducted, which used the same 

modeling tool Big Rivers relied on, and began with data that Big Rivers and its 

consultants used in their studies. My testimony also discusses some of the 

problems that I discovered in conducting my work based on the various disputes 

that arose between KIUC and Big Rivers over access to their modeling data, 

errors that I found in instructions supplied, and errors in the data that Big Rivers 

used to conduct its analyses. 

Q. Please summarize your conclusions and recommendations? 
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A. My conclusions and recommendations are as follows: 

1. The Company's economic evaluations fail to just@ its proposed ECP, and the 
Company should not be granted CPCNs for projects other than those related to 
meeting the MATS requirements. 

2. Based on both a quantitative evaluation and qualitative factors, I conclude that 
the Company's Buy Case, which requires approximately $200 million less in 
capital expenditures, is the most prudent course of action for the Company at 
this time, in order for it to meet environmental regulations. After correcting 
for numerous modeling errors, on a net present value basis the Buy Case and 
the Build Case are basically a wash. Given the fact that there is no clear 
economic advantage between the Buy and Build cases, I conclude that the 
Buy Case is superior and less risky given the possibility of additional 
undiscovered eirors in Big Rivers' analysis, uncertainty surrounding the 
Smelter load, the preliminary nature of Big Rivers' cost estimates in the Build 
case, the fact that additional environmental regulations (requiring additional 
unidentified costs) are likely to be imposed on Big Rivers' coal generation, 
and the inherent risk of Big Rivers becoming a merchant generator in the 
MIS0 market. An additional appeal of the Buy Case is that it would not 
preclude Big Rivers from performing the proposed large environmental 
upgrade projects in the hture, when the picture becomes clearer regarding 
some of the uncertainties.2 

3 .  The Company's economic evaluation, based on its production cost modeling 
approach is flawed, sub-optimal, and contains numerous modeling errors. I 
have coirected many of the modeling issues in my analysis. One of the most 
significant modeling concern was Big Rivers use of a very high PACE market 
energy forecast that included C02  costs, combined with the inconsistent 
assumption that Big Rivers itself would incur no C02  costs. This inconsistent 
assumption biased the study results in favor of the Build Case. 

4. While the Company went to elaborate steps to conduct its study, it should 
have expended more effort documenting the study methodology in its 
testimony. Five witnesses filed testimony on behalf of the Company, and only 
the Company's Vice President of Accounting and Interim Chief Financial 
Officer, Mi-. Mark Hite, described the study, and only from a high level 

Given Big Rivers dependence on coal, KIUC would not oppose, further consideration of the Reid Steam 
Unit gas conversion project. Additionally, given the small cost of the environmental upgrades, KrUC 
would not oppose further consideration of the upgrade projects at HMP&L Units 1 & 2. 
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Please describe Big Rivers's 2012 ECP proposal. 

Big Rivers currently has an existing environmental compliance plan that had been 

designed to control various einissions including SO2 and NOx, which had 

previously been approved in 2008. Given the recent series of environmental 

regulations finalized by the EPA, including the Cross-State Air Pollution Rule 

("CSAPR") that was supposed to begin January 1, 2012, and the Mercury Air 

Toxics Standard ("MATS"), which requires compliance beginning in April 20 15, 

Big Rivers has proposed a plan to meet the new environmental  regulation^.^ Big 

Rivers and its consultants have conducted a study of its options to comply with 

these regulations, which led to the development of the 2012 ECP. A summary of 

Big Rivers' proposed environmental upgrade projects can be found in Exhibit 

Berry-2 attached to Company witness Robert Berry's testimony. 

What studies did Big Rivers conduct to develop its ECP? 

Big Rivers began by reviewing the environmental regulations currently in effect, 

and new regulations that have been proposed, the levels of emissions that its 

generating fleet currently produces, and the amount of emissions reductions and 

possible emissions reductions that might have to be achieved. The 2012 ECP was 

Due to a court order in the 1 lth circuit court, CSAPR is currently stayed on appeal. However, Big Rivers 
has assumed that the order will eventually be lifted and utilities will have to comply with the rules. 
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developed based on a study performed for Big Rivers by Sargent and Lundy, LLC 

("S&L"), who evaluated different technology alternatives that would allow Big 

Rivers to meet the new and proposed EPA regulations, including CSAPR and 

MATS. Many technology types were screened in the analysis besides the ones 

that were ultimately selected. 

Were other regulations such as IEPA's proposed §316(b) of the Clean Water 

Act ("316b") and Coal Combustion Residuals ("CCRI') considered? 

Yes, S&L evaluated those regulations and made recommendations, however, Big 

Rivers' 2012 ECP did not include any specific actions to address those proposed 

regulations, as Big Rivers plans to continue monitoring those rules and address 

them in the future. According to Mr. Shawls testimony, possible compliance 

alternatives for the 3 16(b) rules include water modifications to the existing intake 

structures at some of its units. Possible compliance alternatives for the CCR 

regulations include converting existing ponds to diy bottom ash systems using 

submerged scraper conveyors ("SSCs"). Big Rivers' economic analysis did not 

assume any costs for either of these two proposed EPA rules. To the extent that 

either proposed rule makes generating from its coal units more expensive, then 

the cost of the Build Case compared to the Buy Case would increase. 

Please summarize some of the important findings of the S&L study. 

Some of the conclusions of the study are: 

Big Rivers can meet CSAPR on a system-wide basis, but will have to make 
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unit specific modifications to meet MATS, and all of the Company's coal units 

will require some upgrades to comply with MATS. 

A set of eight projects are proposed in the ECP. Four to satisfy CSAPR at a 

cost of $227.50, and four to satisfy MATS at a cost of $58.64 million. These 

include pro-jects at the Henderson Municipal Power & Light ("HMP&L") 

Station Two coal-fired units owned by the City of Henderson (estimates above 

include HMP&L's costs). 

One of two large CSAPR projects includes a Scrubber replacement at DB 

Wilson that would increase its SO2 removal efficiency from 91% to 99%. 

Big Rivers expects this pro.ject to be completed by 2016 at a cost of $139 

million, and would require an annual incremental increase in O&M costs 

starting at $760,000 per year. As Mr. Kollen testifies, the cost of removing 

the existing Wilson scrubber is not included in the $139 million cost estimate. 

A second large CSAPR prqject is an SCR addition at Green Unit 2, which is 

expected to cost $81 million, and planned for completion in 2015. 

Incremental O&M expenses are estimated to start at $1.6 million, 

Two smaller CSAPR projects are to convert Reid Unit 1 to fire on natural gas 

at a cost of $1.2 million and to be completed January 1, 2014; and another 

project that includes various plant improvements at HMP&L Units I and 2 to 

reduce SO2 emissions. The HMP&L projects are estimated to cost $6.30 

million and are scheduled for completion January 1, 201 5.  Incremental O&M 

costs are estimated to start at a cost of $0.475 thousand dollars. 

e 

e 

Four MATS projects are planned at the Coleman, Wilson, Green, and 
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HMP&L plants to control emissions of Mercury and other emissions. The 

cost of those projects is $58.64 million and they are scheduled for completion 

January 1, 201 6. Incremental O&M costs are estimated at approximately $10 

rnillion starting in 20 16. 

Were all of the options that S&L recommended accepted by Big Rivers? 

No. S&L recornmended that advanced low NOx burners be installed at Coleman 

Units 1, 2 and 3. However, Big Rivers decided to avoid the capital expense of 

those projects, and recognized that since CSAPR is a cap-and-trade program, it 

would have the option to purchase additional allowances if necessary to comply 

with the CSAF'R requirements. Also, as mentioned above, S&L identified 

upgrades to meet other regulations such as additional water and combustion 

residual regulations; however, Big Rivers intends to continue monitoring EPA 

activity as those regulations are developed. 

Does Big Rivers 2012 ECP indicate that it will meet the Compliance deadlines 

in MATS and CSAPR? 

Strictly speaking no; though there are strategies Big Rivers has identified that will 

allow it to be in compliance with the regulations. The stricter Phase 2 compliance 

requirements of CSAPR begin in 2014, and MATS requirements begin in 2015. 

Big Rivers' compliance plan indicates that many prqjects won't be complete until 

2016. Big Rivers' analysis is that since the CSAPR rule has been stayed by the 

DC Circuit Court of Appeals, if it is reinstated as written, there will likely be at 
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least a one year compliance delay until 2015. Given that projects such as the 

Wilson Scrubber are not planned to come online until 2016, Big Rivers states its 

compliance strategy will either be to rely on banked allowances, purchase 

allowances, or cui-tailInents of generation at its units. 

Did S&L's economic evaluation consider the option of reducing generation 

and purchasing incremental needs from the market instead of performing 

environmental upgrades? 

No. While the S&L study discusses the possibility of complying with CSAPR by 

reducing generation and purchasing incremental power from the market, it did not 

quantify the economic impacts of this option. Such a study would require a 

production cost modeling evaluation that would include simulating Big Rivers' 

loads and resources, and the opportunity to purchase power from the MIS0 

market. After the S&L study was complete, and a set of environmental upgrades 

were identified for meeting the new EPA ides  (except for the proposed water and 

combustion residual regulations) Big Rivers (with the assistance of additional 

consultants) then proceeded to conduct a production cost/economic evaluation. 

BIG IUVERS PRODUCTION COST/ECONOMIC EVALUATION 
1s 

19 Q.  

20 modeling. 

21 A. 

22 

Please describe the cases that were analyzed as part of the production cost 

Big Rivers identified three cases it decided to evaluate: the Build Case, the Partial 

Build Case, and the Buy Case. The Build Case includes the eight projects 
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discussed above, four that satisfy MATS and four that satisfy CSAPR 

requirements. The Partial Build Case was designed to meet CSAPR requirements 

by including all projects except for the Green 2 SCR project. The Buy Case only 

included the four projects that satisfy the MATS requirements, and constraints 

were imposed to limit unit generation and to replace that generation with 

incremental purchases from the market. Two sensitivity cases also were 

perfomled to determine if the Build case still was more economic than the Buy 

case if the Smelter load were lost. 

What was the responsibility of the consultants Big Rivers retained? 

Along with Big Rivers, three consultants played a role in the production 

cost/economic evaluation; two that played a primary role, and one that played a 

more limited secondary role. The three consultants were PACE Global 

("PACE'I), ACES Power Marketing ("ACES"), and IHS. PACE conducted 

modeling analyses to derive reference case forecasts for energy market prices, 

monthly coal prices, monthly natural gas prices, and monthly allowances prices. 

ACES performed the production cost modeling analyses that incorporated the data 

PACE supplied, and other data assumptions that Big Rivers provided, including 

generating unit characteristics and load forecasts. ACES also provided a forecast 

of wholesale energy prices. IHS' limited role was to provide an additional 

projection of market energy prices. Big Rivers entered the production cost results 

into its corporate financial model and performed a net present value revenue 

requirement analysis. 
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How was the MISO System represented in the analysis? 

Big Rivers chose to model the MISO System using a simplified approach that 

avoided the need to represent all of the loads and resources of all the generation 

and load owning entities in MISO. Instead, the production cost evaluation 

represented the MISO energy market, which covers parts of 13 states, and 

includes over 100,000 MW of generating unit capacity, using a single market 

price profile. This profile contained hourly market prices assumed at the closest 

trading hub to the Big Rivers System. Every hour between January 1, 2012 and 

December 31, 2026 was included in the $IMurE-I profile. Purchases and sales are 

derived based on an hourly comparison of the system incremental cost to the cost 

of the hourly market price forecast. If the market price is less than the cost to 

generate in that hour, then purchases are made, and if the market price is greater 

than the cost to generate in that hour, then sales are made. 

This is not an uncommon approach to conducting a production cost study, as it 

significantly reduces the amount of input assumptions needed to conduct the 

study. Certainly there are some limitations that should be recognized in a study 

such as this, including the fact that it does not capture transmission modeling 

impacts, and it does not include a commitment and dispatch process that 

optimizes operating reserves across the entire MISO System. 

How was the MISO market price profile developed? 
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PACE performed a large scale production cost dispatch simulation using a model 

named AuroraXMP ("Aurora"), which is owned and licensed by EPIS, Inc. 

PACE'S model included all of the loads and resources of the MIS0 System, and 

developed hourly market price projections at the hub closest to Big Rivers. PACE 

performed a stochastic analysis simulating a large number of cases and developed 

individual market price forecasts for each case simulated. While numerous 

market price forecasts were developed, Pace was able to derive a reference case 

forecast, which it refers to as being "...representative of the mean outcome of its 

distribution".' The reference case forecast was supplied to ACES for purposes of 

conducting the production cost analysis. In a similar manner, PACE developed 

numerous projections of natural gas prices, emissions prices, and coal prices 

which were all manipulated to develop reference price forecasts. 

Importantly, the PACE market price forecast assumed that restrictions on C02  

emissions would be required during the study period. This assumption regarding 

C02  emissions had the effect of greatly increasing the PACE market piice 

forecast and making the Buy Case more expensive. The Build Case did not 

assume any added costs for complying with future C 0 2  emission limits. 

Did ACES develop any of the market price forecasts that were used in the 

studies presented by the Company in Mr. Hite's testimony? 

'See Big Rivers' confidential and non-confidential response to KILJC 2-28. 
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No. Only PACE global assumptions were used in the study that was conducted to 

support Big Rivers application in this proceeding. However, some discovery 

responses discuss a market energy price forecast that ACES developed and used 

in sensitivity studies that were discussed in a report dated nearly two months after 

testimony was filed in this proceeding. As it turns out, the ACES market price 

forecast is considerably lower than the PACE forecast. 

What was the purpose of IHS's limited roIe of suppIying what turned out to 

be a third market energy price forecast developed during this study? 

According to Big River, it was "...obtained in an attempt to be as accurate and 

thorough as possible". (Big Rivers Response to KIUC 2-24) Exhibit Hayet-2 is a 

confidential exhibit taken from a data response Big Rivers supplied (KIUC 1-17) 

that shows that there is close correlation between the lower ACES and IHS 

forecasts, and an extreme divergence between those and the much higher PACE 

forecast (which included costs associated with C02 emission restrictions) that 

was used to produce results that were reported in testimony. In light of what the 

comparison shows, it is not clear how Big Rivers relied on the accuracy that it 

derived by obtaining the IHS forecast, as it never used any results based on either 

the ACES or IHS market price forecasts to support its recommendation that it be 

granted CPCNs for the proposed environmental projects. Had it done that, it 

would have shown how sensitive the economic results are to the choice of the 

market price forecast. Later in my testimony, I will present that comparison. 
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1 Q. Please summarize the steps performed to conduct Big Rivers' production 

2 cost/economic analysis. 

3 A. The following steps were performed: 

4 
5 

6 
7 
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10 
11 
12 specific generating units. 

13 
14 
1s emissions. 

16 
17 
18 
19 

20 
21 
22 
23 
24 
25 
26 analysis in the CFM. 

27 
28 
29 
30 
31 was the most cost-effective. 

32 

1) Big Rivers supplied generating unit characteristics, load forecasts, and 
other economic assumptions to ACES and PACE. 

2) PACE developed numerous market energy price, natural gas price, coal 
price, and emissions allowances forecasts, and derived from those single 
reference price forecasts that ACES used in its production cost modeling 
(Verityx Planning and Risk Model - PaR). 

3) The Build Case included changes such as SO2 and NOX removal rates 
and VO&M costs as a result of applying environmental upgrades to 

4) In the Buy Cases, Big Rivers took certain units out of service for certain 
months, mostly during shoulder months to restrict production of 

5 )  Emissions price adders were incorporated in the dispatch price of 
generating units, but were ignored from the production cost results 
produced by the model. Big Rivers computed emissions allowances in a 
spreadsheet in a later step. 

6) 15 year production cost runs were performed, and ACES transferred 
production cost results (fuel costs, startup costs, VO&M costs, purchase 
power costs, sale revenues, emissions, as well as other output variables 
such as unit generation) to Big Rivers who loaded the results into its 
Corporate Financial Model (I'CFM''), Purchases and sales of emissions 
allowances, including banking of allowances, were factored into the 

7) The CFM included the fixed costs of the environmental upgrade projects 
that were relevant to each case, and developed total company revenue 
requirements. Present value revenue requirements were computed using 
a 7.93% discount rate, and the cases were compared to determine which 

PROCESS FOLLOWED TO ANALYZE BIG RIVERS' RESULTS 
33 

34 Q. What process did you follow to evaluate Big Rivers study and results? 

3.5 A. The approach I typically follow for generation planning studies such as this is to 
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review the utility's modeling methodology, assumptions, and results. Oftentimes 

for the production cost work that I perform, I either request the utility to work 

with me to make runs, or I request the utility to supply the same exact database 

they used, and I obtain the same production cost model from the model vendor. 

In this case, we first notified the Company of our intent to pursue one of these two 

paths in a letter to the Company on May 11, 2012. Though we had several 

communications with the Company regarding this matter, by May 31, 2012, we 

received clear messages from the Company that they would refuse to provide the 

exact database we requested, and that they would not allow us to work together 

with ACES to run our cases on their computer. 

How was this matter resolved? 

On June 6, 2012, KIUC, the Sierra Club, and the Attorney General filed a joint 

motion to compel, and on June 8, 2012, the Company filed a response. Basically, 

the Company stated that it believed that an intervener should be able to take the 

data the Company supplied in spreadsheet foimat and be able to retrace the 

Company's steps and recreate the database. KIUC believed that would be overly 

burdensome and would not necessarily be guaranteed to lead to the same results 

that the Company had produced. Furthermore, in all my years of working in the 

production cost modeling area, both on my own at my own company and prior to 

that at Ventyx, I have never experienced a utility refusing to supply the exact 

database that they had developed. This was unprecedented in my experience. 

However, in the Company's response to the motion to compel, they laid out a path 
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forward to resolve the matter, but in doing so it became clear what the heart of the 

matter really was. 

What do you believe that was? 

Apparently Big Rivers' consultant embedded the data used to conduct the Big 

Rivers' study in a larger database containing other clients' data, which was 

confidential. To strip out the data was not a trivial matter, and Big Rivers and 

ACES believed that if they had to turn over the database, it would be best for 

Ventyx to strip it apai-t, and an agreement was sti-uck for Big Rivers to hire 

Ventyx to do that. In future regulatory proceedings conceining studies such as 

these, I recommend that Big Rivers always develop databases in such a way that 

they can be turned over to the Commission and interveners upon request and with 

appropriate confidentiality agreements. 

Did you encounter any other difficulties in acquiring the database? 

Yes, there have been a multitude of problems. In the interest of brevity I will list 

them in bullet form: 

Big Rivers refused to have either ACES or Verityx validate that identical 

results could be produced. As a result half of the cases would not run, and I 

had to work closely with Ventyx to fix them; 

Run definitions, which are required to make PaR runs were not kept by 

ACES. This led to problems in identifying how to recreate cases; 

Results are close but still may not be identical for all of the cases; 8 
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Some files that Big Rivers supplied were coi-rupt and had to be re-supplied; 

Instructions have been misleading. In some cases instructions about the files 

that were needed to recreate runs were wrong. 

Spreadsheets were delivered with references to other spreadsheets, but the 

other spreadsheets were not supplied and had to be requested. 

Files that could have been used to verify what data had been used, and to 

validate results were not kept by ACES. 

e 

e 

e 

How have these problems impacted your ability to conduct your analysis? 

There is no question that dealing with all of these issues along the way has been a 

significant distraction, and I am sure that there may have been other analyses and 

runs that I would have performed if time permitted. Be that as it may, I have in 

fact conducted the cases that I was interested in and I am presenting those in this 

testimony. 

Have you identified any issues with data assumptions that ACES used in its 

study that you do not agree with? 

Yes, in general I believe that the Company has overstated the cost of the Buy 

Case. According to Mr. Berry's testimony at page 32, Big Rivers will not be able 

to complete its two large CSAPR projects until 2016. Furthermore, Mr. Beny 

states that "If the new compliance requirements are put into effect in 2015 as 

currently written and Big Rivers does not have sufficient quantities of allowances 

banked, it will either purchase allowances or curtail generation to achieve 
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compliance until all of the projects are completed.” What the Company does that 1 

is unreasonable is to begin implementing changes and incurring costs in the Buy 2 

Case in early 2012. For example, in the Buy Case, the Company shuts down the 3 

DB Wilson unit in March 2012 for three months for the first time. However, in 4 

5 the Build Case, the DB Wilson unit does not have a change to its emissions 

6 removal rate until several years later. This results in overstating the costs of 

7 operating the System in the Buy Case for several years. I changed this input in 

the Buy Case to begin shutting down the DB Wilson unit in 2016 to be consistent 8 

9 with the Build Case. 

10 

Q. What other modeling corrections did you make? 11 

12 A. I will list the rest of the modeling corrections I made in bullet form. 

0 Buy Case. DB Wilson VO&M is higher in the Buy Case than the Build Case. By 
2026, it is as much as 13.6% higher than the Build Case. I set the values in the 
Buy Case equal to the Build Case. This still understates the costs in the Build 
Case to some extent. (See Incremental VO&M costs on Page 2 of 2 in Exhibit 
Bei-ry-2). 

13 
14 
15 
16 
17 

0 Build Case. DB Wilson Emissions Removal Rate. DB Wilson’s upgrade will not 
be completed until 2016. ACES had the emissions reduction rate change 
beginning January 2015. I reset this to begin January 2016. 

18 
19 
20 

21 
22 
23 

0 Build No Smelter Case. The Company input VO&M at Green 1 at a significantly 
higher amount in the Build No Smelter Case than in the Buy No Smelter Case. I 
corrected this. 

Build Case. VO&M at Green 2 is the same in the Build and Buy cases, although 
it should be different once the Green 2 SCR is added in 2015. Incremental O&M 
is indicated to be $1.58 million beginning in 2015 due to the addition of the SCR 
per Exhibit Beiry-2 page 2 of 2. 1 added this change to the Build Case. 

24 
25 
26 
27 
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e HMPL 1&2 has the same VO&M in the Build and Buy Cases. Exhibit Berry-2 
indicates that the Build Case should be higher by approx $800,000 per year. I did 
not have time to make this correction, but had it been made it would have 
increased the cost of the Build Case. 

e HMPL, 1&2. The Buy No Smelter Case has higher VO&M than all of the other 
cases, which does not make sense. I changed this to be consistent with the other 
cases. 

0 Build Case. The Build Case has the environmental upgrade project completed 
January 1, 2014. According to Exhibit Berry-:! page 1 of 2, it should be 2015. I 
made this correction to the Build Cases. 

e HMPL 1&2 VO&M costs. The Costs that the Company used in its financial 
analysis do not match what the Company indicates should have been used in the 
production cost model. The Company should explain this. 

Coleman 1, 2 & 3. Even though compliance with CSAPR won’t begin until 2016, 
Big Rivers has begun to constrain the dispatch of the Coleman units as early as 
2013. I changed this to begin in 2016. 

Coleman 1, 2 & 3. Given that the units will now be shut down for multi-month 
periods of time to limit emissions, it may not be necessary to schedule 
maintenance during a different period of time. I changed the maintenance to 
occur at the same time that the unit is taken offline. 

For purposes of my runs, I selected to use a specific Monte Carlo feature known 
as the Convergent Monte Carlo method. Because I selected this option, I noticed 
inconsistencies in the results including Coleman 2 having hundreds of startups per 
year. It turned out that the database had two inputs reversed. The mean time to 
repair input was switched and input as the average time to repair at the Coleman 2 
unit. I corrected this error and the results appeared to be reasonable. 

e PACE market price forecast is too high to use as a reference case. A comparison 
of the market price forecasts provided by IHS and ACES to the PACE Global 
forecast indicates that the PACE Global forecast (which assumes significant C02 
compliance costs during the study period) is an outlier and should not be relied as 
a reference case forecast. I have used the ACES forecast, which is essentially the 
same as the IHS forecast, as the basis for my market price forecast. 

0 TJsing the ACES forecast corrects for another flaw in the study. ACES has 
developed its market price forecast without consideration of C02 costs being 
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imposed, while PACE considered C02 costs. To run a production cost model in 
the Build Case without imposing C02  costs constraints, but including in that 
model a market price forecast that does include C02  costs is completely 
inconsistent and biased in favor of the Build Case. An assumption that market 
prices will be veiy high in part because of the inclusion of C02  costs has two 
basic modeling effects: it makes buying market power less attractive and it makes 
selling power as a merchant generator more attractive. But a C02  requirement 
would make generating from Big Rivers' coal units much more expensive, and 
that was not considered. Either consideration of C02  costs should be removed 
from the process of developing the market price forecast, or C02  costs should be 
included in the production cost modeling step along with the market price forecast 
that included consideration of C02 costs. By using the ACES market price 
forecast, I have essentially removed C02 costs from the market price forecast, 
which leads to consistency in the production cost modeling step. 

KIUC Alternative Analysis 
15 

16 

17 

18 

19 

20 

21 

22 

Q. Have you corrected the data assumptions you discussed above? 

A. Yes, the following table contains KIUC's results with all of the data 

improvements discussed, and with revised market prices based on the ACES 

market price forecast. 

Cases with ACES Market Prices and KIUC Changes 
Net Present Value Revenue Requirement 

Millions of Dollars 

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 Diff 

Build 304 289 283 276 275 258 244 231 221 210 199 189 183 1'74 165 3,500 
BUY 307 289 277 273 274 262 254 243 230 219 206 197 188 180 172 3,570 71 

Build No Sm 304 289 66 63 60 54 40 42 42 41 36 31 30 33 27 1,157 
Buy NoSm 307 289 62 63 59 51 45 46 46 44 38 32 31 34 30 1,178 21 

These results can be compared to the Company's results for these same cases 

23 presented in Exhibit Hite-4. 



Philip Hayet 
Page 22 

4 

5 

6 

7 Q* 

8 A. 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

BUY 
Build 

Comparison of Total 15 Year NPV Revenue Requirements 

Company Results 
(Millions of $) 

KIUC Changes and ACES Prices 
(Millions of $) 

3,921 
3,210 

3,570 
3,500 

Buy No Smelter 265 
Build No Smelter -334 

71 1 22 1% 70 2 0% 

599 -179 3% 

1,178 
1.157 

21 18% 

These cases indicate that when data assumptions have been corrected, and the 

ACES market prices have been added, which KIUC believes is a more reasonable 

forecast, the Buy Case is only slightly higher in cost than the Build Case, both 

with and without the smeIter load. 

How do you interpret these results? 

These results indicate that the Build and Buy scenarios are very close in cost, 

however, it is necessary to consider other factors, as well as whether there are any 

other costs that have not been properly accounted for in the study. These results 

do not present a complete picture of the risks the Company faces by committing 

to this construction program. The proposed prqjects represent a sizable 

construction program for Big Rivers, and it would not be unreasonable to expect 

there could be cost overruns during construction. Second, these environmental 

costs do not include the costs of compliance with other regulations including 

3 16(b) water regulations and the Coal Combustion Residual regulations. 

Furthermore, these results do not include all of the incremental VO&M costs 

indicated that are included on page 2 of Exhibit Berry-2. If all of these costs were 
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factored in, it is likely that the Buy Case would have a cost advantage over the 

Build Case. 

Do you believe there are any other means by which the Company could have 

reduced the cost of the Buy Case? 

Yes, as I have explained previously, Big Rivers controlled emissions in the Buy 

Case, by selecting certain months to remove units from service. In doing that, it 

limited the production cost model's ability to dispatch units economically, while 

at the same time meeting emissions limits. A few other ways could have been 

evaluated, which the Company never discussed having done, in order to derive a 

more optimal dispatch result in the Buy Case. For example, annual emission 

limits could have been entered and the model could have tried to optimize the 

dispatch to find a more economic result while still meeting the emissions limits. 

Another approach would have been to increase the price of the emissions cost, 

entered as part of the dispatch price, until the emissions were reduced below the 

emissions constraint. In addition, based on the method that Company did use, 

which was to shut down certain units for certain periods of time, it is also possible 

that different combinations of units could have been selected than those the 

Company selected, that would have resulted in production costs that were lower 

than those the Company produced. For example, the Company consistently took 

the Coleman and Wilson units out of service in the Buy Case, but possibly the 

Green units should have been tested to see if taking those units out of service 

would have led to a more economic result. Given more time, I could have 
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23 Q.  

perfoimed the additional modeling analyses, and I believe the Buy Case results 

would have been lower than those the Company produced, making the Buy Case 

an even better option to pursue. 

Please discuss the Company's position that its results indicate that the Build 

Scenario is more cost effective even with a loss of the entire smelter load? 

The comparison table above indicates that the Big Rivers System would be 

slightly better off under the Build Case even if the Company were to lose the 

smelter load. To lose nearly 70% of the Company's load and still be comfortable 

spending nearly $300 million on environmental upgrade capital costs does not 

seem reasonable. It is one matter to spend this amount of capital knowing that 

there is a long term load to supply, however, it is quite another if in fact the 

Company were to lose the smelter load. Furthermore, losing the smelter load, and 

investing nearly $300 million in its generating units effectively means that Big 

Rivers would become a merchant generator that would have only coal-fired 

energy available for sale. All future environmental upgrade costs, would have to 

be passed on to the MIS0 market, if in fact the market would even accept paying 

those costs. Also, as discussed previously, Big Rivers assumes that it would be 

selling excess generation into a very high priced market that includes C02 costs, 

but inconsistently assumes that it would incur no increased costs of its own 

because of the very same C02  restrictions. 

Wouldn't it be even riskier for Big Rivers to become a merchant generator? 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

Calpine 
DYnegY 
AES Eastern Enernv 

Philip Hayet 
Page 25 

Yes, especially in the MISO market. Unlike PJM, MISO is only beginning to 

implement an organized market for capacity, and given that many of MISO's 

members are regulated entities, many Companies wilt opt out of the capacity 

market, which will make excess generation inherently less valuable than in PJM. 

A. 

2005 
July 2012 

Januarv 20 12 

Q. Have other companies encountered difficulties surviving as merchant 

generators? 

Yes, the following is a table of merchant generators that have all gone banlaupt 

since 2000, which is all the more reason to be concerned about Big Rivers 

A. 

becoming a merchant generator. 

I Generator 

Q. Please summarize your conclusions regarding Big Rivers request to construct 

the proposed environmental upgrades. 

A. I believe that some environmental upgrades are necessary and should be 

implemented including the four MATS projects. However, I believe that the two 

large CSAPR projects, including the new Scrubber at Wilson and the SCR at 

Green 2 should be avoided at the present time since there is no clear economic 

advantage between the Build and the Buy cases. I also believe that the Build Case 

is riskier because, as I have discussed above, there are likely additional costs in 
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that case that have not been accounted for. Furthermore, Big Rivers would 

effectively become a merchant generator in the event that there is a loss of 

Smelter load, which is inherently a risky proposition. An additional appeal of the 

Buy Case is that it would not preclude Big Rivers from performing the proposed 

large environmental upgrade projects in the future, when the picture becomes 

clearer regarding the uncertainties that I have identified. Another scenario that 

the Company may want to consider would be for Big Rivers to perform the two 

smaller upgrade projects, which would provide for some reduction in emissions, 

and hrther control emissions in the same manner as in the Buy Case. This would 

be considered a modification of the Company's Buy Case, though the Company 

has not provided any analysis of this case, which it could do at a future point in 

time. This case would involve a fairly small amount of risk as it would only 

involve a cost of $7.5 million according to Exhibit Berry-2. 

15 Q. Does this complete your testimony? 

16 A. Yes. 
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EDUCATION/CERTIFICATION 

M.S., Electrical Engineering, Georgia Institute of Technology, 1980 
B.S., Electrical Engineering, Purdue University, 1979 
Cooperative Education Certificate, Purdue TJniversity, 1979 
Registered as a Professional Engineer in the State of Georgia, 1987 
Member National Professional Engineering Society 

EXPERIENCE 

Mi-. Hayet has provided consulting services to Public Utility Comnlissions, State Energy Offices, 
Consumer Advocate Offices, Electric Utilities, Global Power Developers, and Industrial Companies 
for over thirty years. Mr. Hayet’s expertise covers a number of areas including utility system 
planning and operations, market price forecasting, Integrated Resource Planning, renewable resource 
evaluation, transmission planning, demand-side analysis, and economic analysis. In 1995, Mr. Hayet 
began his own utility consulting fn-m, Hayet Power Systems Consulting (“HPSC”), and has worked 
for customers in the United States, and internationally in Australia, Japan, Singapore, Malaysia, the 
United Kingdom, and Vietnam. In addition to continuing to work for HPSC, in 2000, Mr. Hayet 
began working part time for the consulting firm of J. Kennedy & Associates, Inc. to provide support 
for projects requiring utility resource planning analysis and software modeling expertise. 

Prior to 1995, Mr. Hayet worked for fifteen years at Energy Management Associates, now Ventyx, 
where he provided consulting services and client service support for the widely used utility system 
planning software models, PROMOD IV and STRATEGIST. Clients included various electric 
utilities, governmental agencies, and private industry. Mi-. Hayet helped to design some of the 
features that exist within the PROMOD IV and STRATEGIST systems, such as the competitive 
market modeling features in STRATEGIST. 

Mi-. Hayet has conducted numerous consulting studies in the areas of Renewable Resource 
Evaluation, Renewable Poi-tfolio Standards Evaluation, Green Pricing Tariff Development, Electric 
Market Price Forecasting, Generating Unit Cost/Benefit Analysis, Integrated Resource Planning, 
Dernand-Side Management, Load Forecasting, Rate Case Analysis and Regulatory Suppoi-t. A list of 
recent projects is included below. 

SPECIFIC EXPERIENCE 
Projects Since 2000 - Hayet Power Systems Consulting, Atlanta, GA - President 

Submitted Direct Testimony May 20 12 at the Georgia Public Service Commission concerning 
Georgia Power’s Sixth Semi-Annual Vogtle Construction Monitoi-ing Report (Docket 29849). 
Submitted Direct Testimony May 2012 at the Georgia Public Service Commission concei-ning 
Georgia Power’s Fuel Cost Recovery Filing (FCR-23 - Docket 35277). 
Submitted Direct Testimony November 201 1 at the Georgia Public Service Comlission 
concerning Georgia Power’s request to decertify two aging coal units, to acquire PPA 

Hayet Power Systems Consulting 
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resources, and to have approved its IRP Update, on behalf of the Georgia Public Service 
Comnission Staff (Docket 3421 8). 
Submitted Direct Testimony November 20 1 1 at the Georgia Public Seivice Comtnission 
concerning Georgia Power’s request to cei-tifjr the reacquisition of wholesale block capacity, 
on behalf of the Georgia Public Service CoIntnission Staff (Docket 26550). 
Submitted an Initial and Rebuttal Expert Report (April and June 201 1, respectively) on behalf 
of the Department of Justice in TJS District Coui-t, Civil Action No. 2: 1 O-cv- 1 3 10 1 -BAF- 
RSW. 
Filed Direct Testimony June 201 1 at the Georgia Public Service Commission concerning 
Georgia Power’s Fourth Semi-Annual Vogtle Construction Monitoring Report Period Ending 
December 3 1,201 1 (Docket 29849-TJ). 
Filed Direct testimony April 201 1 at the Georgia Public Service Commission concerning 
Georgia Power’s Fuel Cost Recovery Filing (FCR-22) (Docket 33302). 
Filed Direct testimony December 201 0 at the Georgia Public Service Commission concei-nhg 
Georgia Power’s Third Semi-. Annual Vogtle Construction Monitoring Report Period Ended 
June 30,2010 (Docket 29849-U). 
Filed Direct testimony June 201 0 at the Georgia Public Service Commission concerning 
Georgia Power’s Second Semi-Annual Vogtle Construction Monitoring Report Period Ended 
December 31,2009 (Docket 29849-U). 
Filed Direct testimony January 201 0 at the Georgia Public Service Comrnission concerning 
Georgia Power’s Fuel Cost Recovery Filing (FCR-21) (Docket 28945). 
Filed Direct testimony October 2009 at the Georgia Public Service Corrunission concerning 
Georgia Power’s First Semi-Annual Vogtle Constiuction Monitoring Report Period Ended 
June 30,2009 (Docket 29849-U). 
Filed Direct and Sur-rebuttal testimony in September and October 2009, respectively at the 
Utah Public Service Commission concerning PacifiCorp’s 2009 Rate Case with regard to net 
power costs (Docket 09-035-23). 
Assisted the Utah Office of Consumer Services to evaluate PacifiCorp’s 2008 IRP (Docket 

Assisting the Georgia Public Seivice Commission Staff to investigate the acquisition of 
additional coal and combustion turbine capacity currently wholesale capacity (Docket 26550). 
Testified on Georgia Public Service Comrnission Staff concerning Georgia Power’s 
Certification request for the Vogtle 3 and 4 Nuclear units (Docket 27800). 
Testified on behalf of the Utah Cornrnittee of Consumer Services concerning PacifiCorp’s 
2008 request to acquire the Chehalis Combined Cycle Power Plant based on a waiver of the 
RFP solicitation process (Docket 08-035-35). 
Subrnitted testimony on behalf of the Utah Cornrnittee of Consumer Services concerning 
PacifiCoi-p’s 2007 Rate Case with regard to net power costs (Docket 07-035-93). 

09-2035-0 1). 
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Testified in April 2008 in front of the Georgia Public Service Commission regarding Georgia 
Power’s November 2006 Fuel Cost Recoveiy filing (Docket 26794-U). 
Assisted the Georgia Public Service Commission Staff to evaluate Georgia Power’s 2007 IRP 
filings (Docket 24505-U). 
Conducted an investigation of the Southern Company interchange accounting and fuel 
accounting practices on behalf of the Georgia Public Service Commission (Docket 21 162-U). 
Testified in January 2007 in front of the Georgia Public Service Commission regarding 
Georgia Power’s November 2006 Fuel Cost Recoveiy filing (Docket 23540-U). 
Assisted the Utah Committee of Consumer Services to evaluate PacifiCorp’s 2007 IRP. 
Provided regulatory support to the TJtah Comrnittee of Consumer Seivices conceining 
PacifiCorp’s 2006 Rate Case with regard to net power costs (Docket 06-35-01). 
Testified in May 2006 in front of the Georgia Public Service Commission regarding Georgia 
Power and Savannah Electric’s March 2006 Fuel Cost Recovery filing (Docket 22403-U). 
Assisted the Utah Committee of Consumer Seivices by evaluating PacifiCorp’s 200.5 IRP and 
assisted in writing comments that were filed with the Commission. 
Assisted the Utah Committee of Consumer Services by participating in a collaborative process 
to develop an avoided cost tariff for large QFs. 

Projects Since 2000 - J. Kennedy and Associates, Inc. Atlanta, GA - Director of Consulting 

Filed Direct Testimony (March 2012) regarding Entergy’s change of control filing to move to 
the Midwest I S 0  in L,PSC Docket 32148. 
Filed Direct Testimony (September 201 1) in support of a settlement agreement at the 
Louisiana Public Service Commission regarding the reasonableness of Cleco’s CCPN to 
upgrade its Madison 3 coal unit to accommodate biomass fuel in accordance with the LPSC’s 
Renewable Energy Pilot in Docket U-3 1792. 
Filed Direct (January 201 1) and Cross-Answering (Febiuary 201 1) Testimony at FERC 
regarding the reasonableness of Entergy’s 2009 production costs that were used to develop 
bandwidth payments in Docket ER09-13.50. 
Testified at FERC regarding an LPSC complaint that Entergy violated provisions of its System 
Agreement related to individual operating company sales in FERC Docket EL09-61. 
Testified at FERC regarding the reasonableness of Entergy’s 2008 production costs that were 
used to develop bandwidth payments in Docket ER08-1224. 
Filed testimony at the Public Utilities Commission of the State of Colorado, in October 2009 
concerning Black Hills/Colorado’s CPCN application to construct two LMS 100 natural gas 
combustion turbine units. Docket No. 09A-41 SE 
Testified in front of the Minnesota Public Service Commission, September 2009 concerning 
Minnesota Power’s Request for Approval to Purchase Square Butte’s 500 kV DC transmission 

* 

0 
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line, and to restructure a coal based power purchase agreement. MPUC Docket No. EOl5IPA- 

Testified in front of FERC, July 2009, concerning the Louisiana Public Service Commission's 
complaint regarding Entergy’s 2007 rough production cost equalization compliance filing in 
the System Agreement Case in FERC Docket No. ERO8-1056. 
Worked with the L,ouisiana Public Service Commission in a collaborative effort to implement 
a Green Pricing Tariff for Entergy Gulf States Louisiana, Entergy Louisiana, CLECO, and 
SWEPCO. Coordination is required between the utility, power developers, other customers, 
and Commission Staff. (Docket No. R-28271) 

09-526 
a 

e 

Assisted the Louisiana Public Service Commission Staff with a rulemaking to design 
Integrated Resource Planning (“IRP”) rules. (Docket No, R-3002 1) 

8 

. 

. 

. 

Assisted the Louisiana Public Service Commission Staff with a rulemaking for the opportunity 
to implement a Renewable Portfolio Standard in L,ouisiana. (Docket No. R-2827 1 Sub-Docket 

Filed Testimony at FERC in Jan 2009, concei-ning the 2007 System Agreement Rough 
Production Cost Equalization production cost equalization compliance filing in the System 
Agreement Case in FERC Docket No. ER08-1056. 
Testified in front of the Wisconsin Public Service Cornmission in 2008 regarding WPL’s 
certification proceeding concerning the Nelson Dewey CFB coal-fired generating unit. (6680- 

Testified at FERC in July 2008, concerning the Louisiana Public Service Commission’s 
complaint regarding Entergy’s 2006 rough production cost equalization compliance filing in 
the System Agreement Case in FERC Docket No. ER07-956. 
Testified in front of the Wisconsin Public Service Commission in 2008 regarding WEPCO’s 
request to implement environmental upgrades at its Oak Creek Power Plant in Docket 6630- 

Assisting the Louisiana Public Service Commission Staff with the review and evaluation of 
Cleco Power’s 2008 Short Term RFP and its 2010 Long-Term RFP. 
Provided regulatoiy support on behalf of the Louisiana Public Service Commission Staff 
Concerning jurisdictional separation of Entergy Gulf States in Docket No. U-21453. 
Provided regulatoiy support on behalf of the Louisiana Public Service Cornmission Staff 
conceining the potential benefit of Transmission upgrades in Docket No. U-25 1 16. 
Provided regulatory support on behalf of the Louisiana Public Service Commission 
concerning a FERC complaint regarding power purchase contracts in FERC Docket No. 

Provided regulatory support on behalf of the Louisiana Public Service Commission Staff in a 
retail proceeding evaluating the benefits of possibly retiring some of Entergy’s gas-fired units. 
Docket No. U-27136 (Subdocket A). 

B) 

CE- 170). 

CE-299. I 

ER03-753-000. 
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* In 2002 - 2003, provided regulatory support on behalf of the L,ouisiana Public Service 
Commission’s FERC complaint regarding cost allocation issues between the Entergy 
Operating Companies in the FERC Docket No. EL01-88-000. 
In 2002 - 2003, provided regulatory support on behalf of the Louisiana Public Service 
Commission Staff in a retail proceeding concerning Entergy’s billing practices. Docket No. 

In 2000 - 2001, provided regulatory support on behalf of the Louisiana Public Service 
Commission’s intervention in Entergy’s proposed System Agreement modifications in the 
FERC Docket No. ER00-2854-000. 

U-25 8 8 8 
6 

Other Projects Conducted Since 1996 

Provided assistance in 2004 to the LJtah Comrnittee of Consumer Services to analyze a series 
of power purchase agreements and special contracts between PacifiCorp and several of its 
industrial customers. 
Assisted the Georgia Public Service Commission Staff to evaluate Georgia Power and 
Savannah Electric’s 2004 IRP filings. Also, testified in front of the Georgia Public Service 
Commission in that proceeding. 
Provided regulatory support to the Utah Corntnittee of Consumer Services regarding 
PacifiCorp’s 2003 Utah General Rate Case Docket # 03-2035-02. 
Worked on behalf of the Oregon Public Utility Commission to Audit PacifiCorp’s Net Power 
Costs per a Settlement Agreement accepted by the Public Utility Commission of Oregon in its 
Order No. 01-787. Audit report in Docket No. UE-116 filed July 2003. 
Worked on behalf of the Utah Committee of Consumer Services to provide guidance and 
assist in the analysis of PacifiCorp’s 2002 Integrated Resource Plan. 
Worked on behalf of the Utah Committee of Consumer Services to help analyze PacifiCorp’s 
restructuring proposals. 
Testified in front of the Utah Public Service Comrnission in regards to PacifiCorp’s Utah 
General Rate Case Docket # 010-035-010 
Submitted an expert report in August 2002 in the United States District Court for the Middle 
District of North Carolina in the Civil Action No. 1 :00 CV 1262, LJnited States v. Duke 
Energy Corporation. The case concerned compliance with the 1977 Clean Air Act and the 
report concerned generation resource planning and production cost modeling issues. 
Provided general rate case assistance in other hearings in Oregon, Washington and Wyoming 
Modeled the Singapore Power Electricity System and analyzed the benefits of dispatching a 
new oil-fired unit within the system. 
Modeled the Australian National Energy Market to develop market based energy price 
forecasts on behalf of an Independent Power Producer in Australia 

0 
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0 Analyzed the benefit of purchasing existing gas-fired steam turbine units within the Australian 
market 
Developed market price forecasts for South Australia as part of the evaluation of a new gas 
fired combined cycle unit 

Modeled the Vietnam Electricity System as part of a project to develop Least Cost Expansion 
plans for Vietnam 

Assisted in the evaluation of a large gas-fired combined cycle plant in Vietnam 
Assisted in the development of Market Price Forecasts in several regions of the US. These 
forecasts were used as the basis for stranded cost estimates, which were filed in testimony in a 
number of jurisdictions across the country. 

Helped to analyze the rate structure and develop an electricity price forecast for the 
Metropolitan Atlanta Rapid Transit Authority (MARTA) in Atlanta, Georgia 

Testified regarding the reasonableness of PacifiCorp’s determination of Net Power Cost as 
part of a rate case proceeding in Utah 
Provided rate case support opposing PacifiCorp’s rate increases in both Oregon and 
Washington State. Performed alternative power cost modeling using software simulations 
Critiqued the IRP filings of 5 utilities in South Carolina on behalf of the South Carolina State 
Energy Office 
Conducted research regarding IS0  Tariffs and Operations for the PJM Power Pool, the 
Califoinia ISO, and the Midwest IS0  on behalf of a Japanese Research. 
Performed research on numerous electric utility issues for 3 Japanese research organizations. 
This was primarily related to deregulation issues in the US in anticipation of deregulation 
being introduced in Japan. 

0 

0 

0 

* 

0 

1991 to 
1996: 

EDS Utilities Division, Atlanta, GA 
Lead Consultant, PROSCFEEN (Now STRATEGIST) Department 

Managed a client services software team that supported approximately 75 users of the 
STRATEGIST electric utility strategic planning software. 
Participated in the development of STRATEGIST’S competitive market modeling features and 
the Network Economy Interchange Module 
Provided client management direction and support, and developed new consulting business 
opportunities. 
Performed system planning consulting studies including integrated resource planning, DSM 
analysis, marketing profitability studies, optimal reserve margin analyses, etc. 
Based on experience with PROMOD IV, converted numerous PROMOD IV databases to 
STRATEGIST, and performed benchmark analyses of the two models. 

* 

0 

* 
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1988 to 
1991: Manager, Production Analysis Department 

Energy Management Associates (EMA), Atlanta, GA 

0 Served as Project Manager of a database modeling effort to create an integrated utility 
operations and generation planning database. Database i tem were automatically fed into 
PROMOD IV. 
Supervised and directed a staff of five software developers working with a 4GL database 
programing language. 
Interfaced with clients to determine system software specifications, and provide ongoing client 
training and support 

* 

1980 to 
1988: 

Energy Management Associates (EMA), Atlanta, GA 
Senior Consultant, PROMOD IV Department 

Provided client service support to EMA’s base of over 70 electric utility customers using the 
PROMOD IV probabilistic production cost simulation software. 
Provided consulting services in a number of areas including generation resource planning, 
regulatory support, and benchmarking. 

PUBLICATIONS 

Authored “The Developing Vietnamese Power System”, which will appear in an upcoming addition 
of Power Value Magazine 

Co-Authored “The European Electricity Market”, which appeared in the June 2000 edition of Hart’s 
Energy Markets 

Authored “Singapore’s Developing Power Market”, which appeared in the July/August 1999 edition 
of Power Value Magazine 

Co-authored “The New Energy Services Industry - Part l”, which appeared in the January/Febiuary 
1999 edition of Power Value Magazine. 

Co-authored and Presented “Evaluation of a Large Number of Demand-Side Measures in the IRP 
Process: Florida Power Corporation’s Experience”, Presented at the 3rd International Energy and 
DSM Conference, Vancouver British Columbia, November 1994 

Hayet Power Systems Consulting 
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Co-authored “Impact of DSM Program on Delmaiva’s Integrated Resource Plan”, Published in the 
4th International Energy and DSM Conference Proceedings, held in Berlin, Germany, 1995 

Hayet Power Systems Consulting 
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TESTIMONY AND EXPERT WITNESS APPEARANCES 

Filed Direct testimony May 2012 at the Georgia Public Service Commission concerning Georgia 
Power’s Sixth Semi-Annual Vogtle Construction Monitoring Report (Docket 29849-U). 

Filed Direct Testimony (May 2012) at the Georgia Public Service Commission concerning Georgia 
Power’s Fuel Cost Recovery Filing (FCR-23 - Docket 35277). 
Filed Direct Testimony (March 2012) regarding Entergy’s change of control filing to move to the 
Midwest IS0  in LPSC Docket 32148. 
Submitted Direct testimony November 201 1 at the Georgia Public Service Cornmission concerning 
Georgia Power’s request to decertify two aging coal units, to acquire PPA resources, and to have 
approved its IRP TJpdate, on behalf of the Georgia Public Service Commission Staff (Docket 3421 8). 
Submitted Direct testimony November 201 1 at the Georgia Public Service Commission concerning 
Georgia Power’s request to cei-tifjr the reacquisition of wholesale block capacity, on behalf of the 
Georgia Public Service Commission Staff (Docket 26550). 
Filed Direct Testirnony (September 201 1) in support of a settlement agreement at the Louisiana 
Public Service Commission regarding the reasonableness of Cleco’s CCPN to upgrade its Madison 3 
coal unit to accommodate biomass fuel in accordance with the LPSC’s Renewable Energy Pilot in 
Docket U-3 1792. 

Submitted an Initial and Rebuttal Expert Report (April and June 201 1, respectively), on behalf of the 
Department of Justice in US District Court, Civil Action No. 2: 10-cv-13 101-BAF-RSW. 

Filed Direct testimony June 201 1 at the Georgia Public Service Commission concerning Georgia 
Power’s Fourth Serni-Annual Vogtle Construction Monitoring Report Period Ending December 3 1, 
201 1 (Docket 29849-U). 

Filed Direct testimony April 201 1 at the Georgia Public Service Commission concerning Georgia 
Power’s Fuel Cost Recovety Filing (FCR-22) (Docket 33302). 

Filed direct testimony (January 201 1) and Cross Answering Testimony (February 201 1) at FERC 
regarding the reasonableness of Entergy’s 2009 production costs that were used to develop bandwidth 
payments in Docket ER09-1350. 

Filed direct testimony December 201 0 at the Georgia Public Service Commission concerning Georgia 
Power’s Third Semi-Annual Vogtle Construction Monitoring Report Period Ended June 30,201 0 
(Docket 29849-U) 

Filed direct testimony June 2010 at the Georgia Public Service Commission concerning Georgia 
Power’s Second Semi-Annual Vogtle Construction Monitoring Report Period Ended December 3 1 , 
2009 (Docket 29849-U) 

Hayet Power Systems Constilting 
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Testified at FERC in 20 10 regarding an L,PSC complaint that Entergy violated provisions of its System 
Agreement related to individual operating company sales in FERC Docket EL09-61. 

Fileddirect testimony Januaiy 20 IO at the Georgia Public Service Commission concerning Georgia 
Power’s Fuel Cost Recovery Filing in Docket No. 28945. 

Filed testimony at FERC December 2009 regarding the reasonableness of Entergy’s 2008 production 
costs that were used to develop bandwidth payments in Docket ER08-1224. 

Filed Direct testimony December 2009 at the Georgia Public Service Commission concerning 
Georgia Power’s First Semi-Annual Vogtle Consti-uction Monitoring Report Period Ended June 30, 
2009 (Docket 29849-U) 

Filed Direct and Surrebuttal testimony in September and October 2009, respectively at the Utah 
Public Seivice Commission concerning PacifiCorp’s 2009 Rate Case with regard to net power costs 
(Docket 09-035-23) 

Filed testimony at the Public tJtilities Commission of the State of Colorado, in October 2009 
concerning Black Hills/Colorado’s CPCN application to construct two LMS 100 natural gas 
combustion turbine units. Docket No. 09A-415E 

Testified in front of the Minnesota Public Service Commission, September 2009 concerning 
Minnesota Power’s Request for Approval to Purchase Square Butte’s 500 kV DC transmission line, 
and to restructure a coal based power purchase agreement. MPUC Docket No. EO1 5/PA-09-526 

Filed testimony on behalf of the LPSC Staff in July 2009, concerrling SWEPCO and CLECO’s 
application to acquire the Oxbow Mine to supply the Dolet Hills Power Station in LPSC Docket No. 
U-30975. 

Testified at FERC in July 2009, concerning the Louisiana Public Service Commission’s complaint 
regarding Entergy’s 2007 rough production cost equalization compliance filing in the System 
Agreement Case in FERC Docket No. ER08-1056. 

Filed Testimony December 2008 at the Georgia Public Service Commission concerning Georgia 
Power’s Certification request for the Vogtle 3 and 4 Nuclear units (Docket 27800) 

Filed Testimony November 2008 at the West Virginia Public Service Cormnission concerning their 
he1 cost recovery filing (Docket 08-15-1 1-E-61) 

Testified in front of the Wisconsin Public Service Commission in September 2008 regarding WPL’s 
certification proceeding concei-ning the Nelson Dewey CFB coal-frred generating unit. (6680-CE- 
170). 

Hayet Power Systems Camlilting 
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Testified at FERC in July 2008, concerning the Louisiana Public Service Commission’s complaint 
regarding Entergy’s 2006 rough production cost equalization compliance filing in the System 
Agreement Case in FERC Docket No. ER07-956. 

Testified in front of the Wisconsin Public Service Commission in 2008 regarding WEPCO’s request 
to implement environmental upgrades at its Oak Creek Power Plant in Docket 6630-CE-299. 

Filed direct testimony April 2008 at the Georgia Public Service Commission conceining Georgia 
Power’s Fuel Cost Recovery Filing in Docket No. 26794 (FCR-20). 

Testified in October 2007 in front of the Louisiana Public Service Cornmission regarding Cleco 
Power’s 2008 Short Term RFP in Docket No. TJ-30334. 

Testified in June 2007 in front of the Georgia Public Service Coinmission regarding Georgia Power’s 
2007 Integrated Resource Planning Study. Testified on behalf of the Georgia Public Service 
Commission Staff, in Docket No. 24505-TJ. 

Filed testimony in Apr 2007 regarding the reasonableness of PacifiCoip’s detennination of Utah 
jurisdictional Net Power Costs in PacifiCorp’s General Rate Case Docket 07-035-93. 

Testified in January 2007 in front of the Georgia Public Service Commission concernkg Georgia 
Power’s November 2006 fuel Cost Recovery Filing in Docket No. 23540-U. 

Testified in November 2006 in fiont of the Louisiana Public Service Cornmission concerning 
transmission issues associated with the audit of Entergy Louisiana’s Fuel Adjustment Clause Filings 
(Docket U-25 1 16). 

Filed Testimony in August 2006 in front of the Louisiana Public Service Commission conceining 
jurisdictional separation of Entergy Gulf States in Docket No. U-2 1453 

Testified in May 2006 in front of the Georgia Public Service Commission regarding Georgia Power 
and Savannah Electric’s March 2006 Fuel Cost Recovery filing (Docket 22403-U). 

Testified in Apr 2006 in front of the Utah Public Service Commission regarding PacifiCoi-p 
Certification request to expand the Blundell Geothermal Power Station (Docket -05-035-54). Related 
to Mid-American Energy Holding’s Acquisition of PacifiCorp. 

Filed Testimony in July 2005 regarding PacifiCorp’s Avoided Cost proceeding (03-03 5-14). 

Filed Testimony in December 2005 regarding the reasonableness of PacifiCorp’s determination of 
TJtah jurisdictional Net Power Costs in PacifiCorp’s General Rate Case (Docket 04-035-42). 

Hclyet Power Systems Consulting 
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Testified in March 2005 in front of the Utah Public Service Commission regarding whether the 
Stipulation that had previously been agreed to concerning PacifiCoip’s Schedule 38 avoided cost 
tariff was still valid for the remaining unsubscribed capacity available under the Stipulation’s cap. 

Testified in November 2004 in front of the Utah Public Service Commission regarding an industrial 
customer’s request for both a special economic development tariff and a large QF tariff. Testimony 
was provided on behalf of the Utah CoInrnittee of Consumer Seivices in Docket No. 03-035-19 
(Special Contract) and No. 03-035-38 (QF proceeding). 

Testified in August 2004 in front of FERC on behalf of the Louisiana Public Seivice Commission 
concerning a complaint that had been filed against Entergy concerning a series of affiliate power 
purchase agreements FERC Docket ER03-583-000. 

Testified in June 2004 in fi-ont of the Georgia Public Seivice Commission regarding Georgia Power 
and Savannah Electric’s 2004 Integrated Resource Planning Studies. Testimony was provided on 
behalf of the Georgia Public Seivice Commission Staff. Georgia Docket Nos. 17687 and 17688. 

Testified in May 2004 in front of the Utah Public Service Commission concerning the development of 
a large QF avoided cost methodology. Testimony was provided on behalf of the Utah Committee of 
Consumer Services in Docket 03-035-14. 

Testified in July 2003 in front of FERC in support of the Louisiana Public Service Commission’s 
complaint regarding cost allocation issues amongst the Entergy Operating Companies in the FERC 
Docket Number EL01-88-000. 

Submitted an expert report in August 2002 in the United States District Court for the Middle 
District of North Carolina in the Civil Action No. 1 :00 CV 1262, United States v. Duke Energy 
Corporation. 

Testified in July 2002 on behalf of the Utah committee for consumer services regarding a special 
contract for an industrial consumer in support of a settlement agreement in a PacifiCorp TJtah 
proceeding in Docket Number 02-035-02. 

Provided testimony in the Fall of 2001 in fi-oiit of FERC on behalf of the Louisiana Public Service 
Commission’s intervention in Entergy’s proposed System Agreement modifications in the FERC 
Docket No. ER00-2854-000. 

Testified in July 2001 regarding the reasonableness of PacifiCoip’s deterrnination of Utah 
juiisdictional Net Power Costs in PacifiCorp’s General Rate Case Docket 01 -035-01 

Testified in September 1998 regarding the reasonableness of PacifiCorp’s determination of Utah 
.jurisdictional Net Power Costs as part of a Settlement Proceeding in Pacificorp’s rate case Docket 
Number 97-03 5-0 1. 

Hnyet Power Systems Constilting 
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CQNFLDENTIALITY AGREEMENT 
Kentucky Public Service Commission 

Case No. 2012-00063 

This Agreement is entered into by and between Big Rivers Electric Corporation (“Big 
Rivers”) and (“Intervenor”). 

WHEREAS, Intervenor has moved or may move to intervene in the above referenced 
case and has requested review of certain information Big Rivers believes to be Confidential and 
proprietary; 

WHEREAS, during the course of this proceeding, Big Rivers may, by petition for 
confidential treatment, seek protection from public disclosure of information Big Rivers believes 
to be confidential and proprietary and for which it believes public disclosure would prove 
hannful to Big Rivers, and will under those circumstances, provide Intervenor with access to that 
information pursuant to the following confidentiality agreement alone; and 

WHEREAS, Intervenor is willing to enter into this agreement and have access to the 
information at issue upon the tenns and conditions contained herein; 

NOW, THEREFORE, the parties covenant and agree as follows: 

1. Access to information which Big Rivers believes to be confidential and propriety 
for which confidential treatment is sought by Big Rivers in this case will be limited strictly to 
Intervenor, its legal counsel and/or consultants, and employees of Intervenor’s clients in this 
matter who have a need for access to the information for purposes of this proceeding, who shall 
execute a nondisclosure certificate as described in paragraph 3 and attached as Exhibit A to this 
agreement. 

2. Use of the infomation provided pursuant to this confidentiality agreement shall 
be limited strictly to Case No. 2012-00063 before the Kentucky Public Service Coinmission (the 
“Commission”) and any appeals froin that case. 

3. The non-disclosure certificate shall require Intervenor, its legal counsel, and its 
consultants to read a copy of this agreement and certify in writing that it, he, or she has reviewed 
this agreement and agrees to be bound by its tenns before disclosure of the confidential and 
proprietary infomation will be made. The certificate shall contain the full name of Intervenor’s 
legal counsel and/or consultant(s) and their permanent business address. A copy of each 
certificate shall be provided to Big Rivers. 

4. All copies of documents containing information that are provided to Intervenor 
under this agreement pending a ruling by the Coinmission upon a petition for confidential 
treatment, and information for which the Commission has Ordered that confidential treatment 
shall be afforded, shall be deemed to be held in trust pursuant to this agreement and shall be 
returned to Big Rivers upon demand at the conclusion of Case No. 20 12-00063. Upon demand 
for return of the information, any notations or other work product of Intervenor, its counsel, or its 
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consultants made or contained in the information shall be redacted prior to the return of the 
information to Big Rivers. Ulwn election by  the Attorricv Gcneral. thc iiiforiiiation iiiitv hc 
destroyed by a professional certified in shredding the materials. I Jpon exercising this electicon- 
the Attorney Gene1 a1 shall certiflr to the conipzy that the inforination has been destroyed. 

5 .  If Inteiverior desires to make use of any confidential or proprietary information 
obtained as a result of its, its legal counsel's, or its consultant's examination of the information, 
whether in testimony filed by Intervenor or through cross-examination of any witness or 
otherwise, Intervenor shall notify Big Rivers in advance of the proposed use and shall meet with 
Big Rivers' representatives to attempt in good faith to establish a procedure that will 
accommodate the needs of Intervenor to make use of the information without risking its public 
disclosure. If Big Rivers and Intervenor are unable to agree on a means of preventing public 
disclosure of the confidential and proprietary information, Big Rivers and Intervenor will submit 
these issues to the Cornmission for resolution before the proposed use of the information is 
made. 

6. Each and every party to this agreement will act in good faith, and no party to the 
agreement will do anything to deprive any other party of the benefit of this agreement. The 
parties agree that the Commission is the sole and exclusive fonun for considering any alleged 
breach of this agreement, and that the remedies within the jurisdiction of the Coinmission are the 
only available remedies. This agreement does not restrict the parties fi-om seeking any injunctive 
relief in a court of competent jurisdiction which they believe that they are otherwise entitled to 
seek; furthermore, it does not extinguish any right to judicial review of the Commission's 
actions. The parties do, however, expressly waive any other relief or remedy to which they 
might be entitled in the absence of the limitations of this agreement. 

7.  Intervenor's participation in this agreement shall not be construed as an admission 
that the information claimed to be confidential and proprietary is, as a matter of law, confidential 
and proprietary, or as a waiver of any right to assert that the information is not confidential and 
proprietary before the Commission or any court of coinpeteiit jurisdiction. In the event the 
Commission should rule that any of the information should be removed from the restrictions 
imposed by this agreement, Intervenor shall not disclose such information until the 
Commission's Order subjecting the information to public disclosure is final pursuant to KRS 
278.410, or until all appeals of such Order have been exhausted, unless authorized to do so by 
Big Rivers or a court of competent jurisdiction. 

8. This agreement shall bind the parties to it froin the date of its execution. Every 
executed copy of this agreement will be deemed an original. 

EXECUTED this ___ day of May, 2012. 
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Intervenor 

By: 

Title: 

Big Rivers Electric Corporation 

By: 

Title: 
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EXHIBIT A 

NONDISCLOSURE CERTIFICATE 

The undersigned hereby certify that, before disclosure to them of confidential and 
proprietary information of Big Rivers, they have read the confidentiality agreement between Big 
Rivers and 
reference as if set forth in its entirety, and agree to be bound by its tenns. 

, which is incorporated hereiii by 

Name Address 
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ENTWLITY AGREEMENT 
Kentucky Public Service Cornrnission 

Case No. 2012-00063 

This Agreement is entered into by and between Big Rivers Electric Corporation (“Big 
Rivers”) and (“Intervenor”). 

WHEREAS, Intervenor has moved or may move to intervene in the above referenced 
case and has requested review of certain information Big Rivers believes to be confidential and 
proprietary; 

WHEREAS, during the course of this proceeding, Big Rivers may, by petition for 
confidential treatment, seek protection from public disclosure of information Big Rivers believes 
to be confidential and proprietary and for which it believes public disclosure would prove 
harmful to Big Rivers, and will under those circumstances, provide Intervenor with access to that 
information pursuant to the following confidentiality agreement alone; and 

WHEREAS, Intervenor is willing to enter into this agreement and have access to the 
information at issue upon the terms and conditions contained herein; 

NOW, THEREFORE, the parties covenant and agree as follows: 

1. Access to information which Big Rivers believes to be confidential and propriety 
for which confidential treatment is sought by Big Rivers in this case will be limited strictly to 
Intervenor, its legal counsel and/or consultants, and employees of Intervenor’s clients in this 
matter who have a need for access to the information for purposes of this proceeding, who shall 
execute a nondisclosure certificate as described in paragraph 3 and attached as Exhibit A to this 
agreement. 

2. Use of the information provided pursuant to this confidentiality agreement shall 
be limited strictly to Case No. 2012-00063 before the Kentucky Public Service Commission (the 
“Coinmission”) and any appeals from that case. 

3. The non-disclosure certificate shall require Intervenor, its legal counsel, and its 
consultants to read a copy of this agreement and certify in writing that it, he, or she has reviewed 
this agreement and agrees to be bound by its terms before disclosure of the confidential and 
proprietary information will be made. The certificate shall contain the h l l  name of Intervenor’s 
legal counsel and/or consultant(s) and their permanent business address. A copy of each 
certificate shall be provided to Big Rivers. 

4. All copies of documents containing information that are provided to Intervenor 
under this agreement pending a ruling by the Commission upon a petition for confidential 
treatment, and information for which the Cornmission has Ordered that confidential treatment 
shall be afforded, shall be deemed to be held in trust pursuant to this agreement and shall be 
returned to Big Rivers upon demand at the conclusion of Case No. 2012-00063. Upon demand 
for return of the information, any notations or other work product of Intervenor, its counsel, or its 
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consultants made or contained in the infomation shall be redacted prior to the return of the 
information to Big Rivers. 

5.  If Intervenor desires to make use of any confidential or proprietary information 
obtained as a result of its, its legal counsel's, or its consultant's examination of the information, 
whether in testimony filed by Intervenor or through cross-examination of any witness or 
otherwise, Intervenor shall notify Big Rivers in advance of the proposed use and shall meet with 
Big Rivers' representatives to attempt in good faith to establish a procedure that will 
accommodate the needs of Intervenor to make use of the information without risking its public 
disclosure. If Big Rivers and Intervenor are unable to agree on a means of preventing public 
disclosure of the confidential and proprietary information, Big Rivers and Intervenor will submit 
these issues to the Commission for resolution before the proposed use of the information is 
made. 

6. Each and every party to this agreement will act in good faith, and no party to the 
agreement will do anything to deprive any other party of the benefit of this agreement. The 
parties agree that the Commission is the sole and exclusive forum for considering any alleged 
breach of this agreement, and that the remedies within the jurisdiction of the Coinmission are the 
only available remedies. This agreement does not restrict the parties from seeking any injunctive 
relief in a court of competent jurisdiction which they believe that they are otherwise entitled to 
seek; furthermore, it does not extinguish any right to judicial review of the Commission's 
actions. The parties do, however, expressly waive any other relief or remedy to which they 
might be entitled in the absence of the limitations of this agreement. 

7. Intervenor's participation in this agreement shall not be construed as an admission 
that the information claimed to be confidential and proprietary is, as a matter of law, confidential 
and proprietary, or as a waiver of any right to assert that the information is not confidential and 
proprietary before the Commission or any court of competent jurisdiction. In the event the 
Commission should rule that any of the information should be removed from the restrictions 
imposed by this agreement, Intervenor shall not disclose such information until the 
Commission's Order subjecting the information to public disclosure is final pursuant to KRS 
278.410, or until all appeals of such Order have been exhausted, unless authorized to do so by 
Big Rivers or a court of competent jurisdiction. 

8. This agreement shall bind the parties to it froin the date of its execution. Every 
executed copy of this agreement will be deemed an original. 

EXECUTED this day of May, 2012. 
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Intervenor 

By: 

Title: 

Big Rivers Electric Corporation 

By : 

Title: 
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EXHIBIT A 

NONDISCLOSURE CERTIFICATE 

The undersigned hereby certify that, before disclosure to them of confidential and - 
proprietary information of Big Rivers, they have read the confidentiality agreement between Big 
Rivers and 
reference as if set forth in its entirety, and agree to be bound by its terms. 

, which is incorporated herein by 

Name Address 
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EXHIBIT A 

ISCLOSURE CERTIFICATE 
RELATED TO THE 

CONSULTING AND ACES POWER MARKETING LLC 
NON-DISCLOSURE AGREEMENT BETWEEN AYET POWER SYSTEM 

I hereby certify my understanding that access to Protected Materials is provided to me pursuant 
to the terms and restrictions of the Non-Disclosure Agreement between Hayet Power Systems 
Consulting (“Hayet”) and Alliance for Cooperative Energy Services Power Marketing LLC, 
(“ACES Power Marketing” or “APM”) and for use in the case currently before the Kentucky 
Public Service Commission and captioned as “APPLICATION OF RIG RIVERS EL,ECTRIC 
CORPORA TION FOR APPROVAL OF ITS 2012 ENVIRONMENTAL COMPLIANCE PLAN, 
FOR APPROVAL, OF ITS AMENDED ENVIRONMENTAL COST RECOVERY SURCHARGE 
TARIFF, FOR CERTIFICATES OF PURLIC CONVENIENCEAND NECESSITY, AND FOR 
AUTHORITY TO ESTABLISHA REGUL,ATORYACCOUNT, CASE NO. 2012-00063”. 

I certify that I have been given a copy of and have read the Non-Disclosure Agreement, and that 
I agree to be bound by it. I understand that the contents of the Database, Protected Materials, 
any notes or other memoranda, or any other form of information that copies or discloses 
Protected Materials shall not be disclosed to anyone other than in accordance with that Protective 
Agreement, and will be used only for the purposes of this Captioned Case. 

Print and Sign Name Address 
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NON-DISCLOSURE AGREEMENT 

This Non-Disclosure Agreement (“Agreement”) is entered into this 21st day of June 2012, by 
and between Hayet Power Systems Consulting (“Hayet”) and Alliance for Cooperative Energy 
Services Power Marketing L,L,C, (“ACES Power Marketing” or “APM”) (each individually 
referred to as “Party” and collectively as “Parties”). 

RECITALS 

WHEREAS, APM provides, inter alia, certain modeling seivices for Big Rivers Electric 
Corporation (“Big Rivers”) through the use of proprietary software licensed to APM by Ventyx; 
and 

WHEREAS, APM has created a confidential and proprietary database within the licensed 
proprietary software which contains information used by APM to prepare certain scenarios for 
use in the Captioned Case (defined below); and 

WHEREAS, Hayet is the consultant for certain Intervenors in the Captioned Case and such 
Intervenors desire that Hayet have access to APM’s confidential and proprietary Database within 
the Ventyx licensed proprietary software which contains information used by APM to prepare 
certain scenarios for use in the Captioned Case by Big Rivers; and 

WHEREAS, APM, pursuant to a request by Big Rivers and pursuant to conditions established by 
APM’s license with Ventyx (the owner of the proprietary software), is willing to provide to 
Hayet the portion of APM’s confidential and proprietary database that pertains to Big Rivers, 
provided that, Hayet agrees to the terms and conditions expressed herein. 

NOW WHEREFORE, in consideration of the promises and covenants herein and for good and 
valuable consideration, the adequacy and sufficiency of which are hereby acknowledged, the 
Parties intending to be legally bound do hereby agree as follows: 

Section 1. Definitions. 

“Authorized Representative” shall mean a person employed by Hayet who has signed a 
Non-Disclosure Certificate pursuant to this Agreement and who is a licensed user of the Ventyx 
PaR software under Hayet’s license with Ventyx. 

“Captioned Case” shall mean the case currently before the Kentucky Public Service 
Commission and captioned as “APPLICATION OF RIG RIVERS ELECTRIC CORPORA TION 
FOR APPROVAL OF ITS 2012 ENVIRONMENTAL COMPLIANCE PLAN, FOR APPROVAL 
OF ITS AMENDED ENVIRONMENTAL, COST RECOVERY SURCHARGE TARIFF, FOR 
CERTIFICATES OF PURLJC CONVENIENCEAND NECESSITY, AND FOR A UTHORITY TO 
ESTABLISH A REGUL,ATORY ACCOUNT. CASE NO. 2012-00063 ”. 
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“Database” shall mean the electronic computer file derived from the Ventyx PaR licensed 
proprietary software that contains certain Big Rivers model data parameters used by APM in 
developing scenarios for Big Rivers and used in support of the Captioned Case. 

“Notes of Protected Materials” means memoranda, handwritten notes, or any other form 
of information (including electronic information) that copies or discloses Protected Materials. 
Notes of Protected Materials are subject to the same restrictions provided in this Agreement for 
Protected Materials except as specifically provided otherwise in this Agreement. 

“Protected Materials” shall mean the Database and any other materials provided to Hayet 
by APM, with such other materials being noted as being confidential by APM, pursuant to the 
terms of this Agreement. 

Section 2. Use of the Database and Protected Materials. This Agreement shall govern the use of 
the Database provided to Hayet by APM. The Database shall be used exclusively by Hayet for 
work directly related to the Captioned Case. The Database shall be installed on and accessible 
through the computer containing Hayet’s licensed Ventyx software. Protected Materials shall be 
made available under the terms of this Agreement to Hayet solely for its use in the captioned 
Case and any appeals from the Captioned Case, and may not be used by Hayet for any 
commercial, business, or other purpose whatsoever. 

Section 3. Duration of Use. Protected Materials shall remain available to Hayet until the 
sooner of: (a) an order terminating this proceeding becomes no longer subject to judicial review, 
or (b) the termination of Hayet’s license with Ventyx. If requested to do so in writing after that 
date, Hayet shall, within fifteen days of such request, return the Protected Materials (excluding 
Notes of Protected Materials) to APM, or shall destroy the materials, except that copies of 
filings, official transcripts and exhibits in this proceeding that contain Protected Materials and 
Notes of Protected Materials may be retained, if they are maintained in accordance with this 
Agreement. Within such time period, Hayet, if requested to do so, shall also submit to APM an 
affidavit stating that, to the best of its knowledge, all Protected Materials and all Notes of 
Protected Materials have been returned or have been destroyed or will be maintained in 
accordance with this Agreement. To the extent Protected Materials are not returned or 
destroyed, they shall remain subject to this Agreement. 

Section 4. Non-Disclosure Certificate. Hayet shall execute a Non-Disclosure Certificate in 
the form of the attached Exhibit A certifying its understanding and agreement with the terms of 
this Agreement. A copy of each Non-Disclosure Certificate shall be provided to APM prior to 
disclosure of any Protected Materials to Hayet. 

Section 5.  Protection of Materials. All Protected Materials shall be maintained by Hayet in a 
secure place. Access to those materials shall be limited to Hayet. Protected Materials shall be 
treated as confidential by Hayet. Protected Materials shall not be used except as necessary for the 
conduct of this proceeding, nor shall they be disclosed in any manner to any person except as 
outlined in Section 6 of this Agreement. Hayet may make notes of Protected Materials, which 
shall be treated as Notes of Protected Materials if they disclose the contents of Protected 
Materials. Hayet may use this information for purposes of this proceeding, and may not use 
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information contained in any Protected Materials obtained through this proceeding to give Hayet 
or any competitor or potential competitor of APM a commercial advantage or otherwise 
economically disadvantage APM based on disclosure of the Protected Materials outside of this 
proceeding. 

In the event, APM inadvertently provides confidential information unrelated to the 
Captioned Case, or otherwise fails to designate materials other than the Database as Protected 
Materials at the time they are provided to Hayet, APM shall notify Hayet promptly upon 
discovery of the inadvertent disclosure. Hayet agrees that from the time forward that Hayet has 
been notified that such materials are deemed confidential, Hayet shall maintain the 
confidentiality or protection afforded the information, and agrees to: (a) immediately return the 
privileged information; and (b) to protect the confidential materials as Protected Materials, and to 
not use any information derived from such inadvertent disclosure in a manner inconsistent with 
the preservation of the confidential nature of the materials. 

Section 6. Disclosure. Only Authorized Representatives shall have access to the Database. 
In the event that Hayet ceases to be engaged in the Captioned Case, access to Protected Materials 
by Hayet shall be terminated. Even if no longer engaged in this Captioned Case, Hayet shall 
continue to be bound by the provisions of this Agreement and the Non-Disclosure Certificate. 
No other disclosure of the Database shall be permitted. The Parties agree that the output of 
modeling analyses that may be conducted using the information contained in the Database is not 
covered under this Agreement. Hayet shall take all reasonable precautions necessary to assure 
that Protected Materials are not distributed to unauthorized persons. 

Section 7. Nature of Information. Hayet hereby accepts the representations of APM that the 
Database is of a special, unique, unusual, extraordinary, and/or intellectual character and that the 
Parties further accept that the Database is an APM trade secret that is not available to the public, 
and that, if disclosed, would subject APM to risk of competitive disadvantage or other business 
injury.APM may be irreparably injured by disclosure of the Database. APM and Hayet 
acknowledge and agree that money damages would not be a sufficient remedy for any breach of 
this Agreement, and that in addition to all other remedies, a Party shall be entitled to specific 
performance and injunctive or other equitable relief as a remedy for any such breach, and the 
Parties agree to waive any requirement for the securing or posting of any bond in connection 
with such remedy. 

Section 8. Survival of Obligations. The obligations and coininitinents established by this 
Agreement shall remain in full force and effect for a period of two (2) years from the conclusion 
of any right to appeal the proceedings in the Captioned Case. 

Section 9. Governing Law. The validity and interpretation of this Agreement and the legal 
relations of the Parties to it shall be governed by the laws of the State of Indiana. In the event 
that a court of competent jurisdiction determines that any portion of this Agreement is 
unreasonable because of its term or scope, or for any other reason, the Parties agree that such 
court may reform such provision so that it is reasonable under the circuinstances and that such 
provision, as reformed, shall be enforceable. The Parties further agree that service of any 
process, summons, notice or document by U.S. certified or registered mail to the Parties’ 
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respective executive offices will be effective service of process for any action, suit, or 
proceeding brought in any such court. 

Section 10. Miscellaneous Provisions. 

(a) Neither party shall assign this Agreement without the prior written approval of the 
other party. Nothing in this Agreement, express or implied, is intended or shall be construed to 
confer upon any person or entity other than the parties hereto any right, remedy or claim under or 
by reason of this Agreement. 

(b) This Agreement sets forth the entire agreement between the parties as to the 
subject matter of this Agreement and supersedes all prior agreements, commitments, 
representations, writings and discussions between them, whether written or oral, with respect to 
the subject matter hereof. Except as otherwise expressly provided in this Agreement, this 
Agreement inay not be amended or terminated except in writing and signed by a duly authorized 
representative of the Party to be bound thereby. 

(c) If any provision of this Agreement or its application to any person or 
circumstance is adjudged invalid or unenforceable by any court of competent jurisdiction, then 
the remainder of this Agreement or the application of such provision to other persons or 
circumstances shall not be affected thereby. 

(d) No delay or failure to exercise any right under this Agreement shall operate as a 
continuing or permanent waiver of such right or preclude the further exercise of that right or any 
other right. This Agreement shall be binding on the parties and their successors, heirs, affiliates, 
and assigns. This Agreement inay be executed in any number of counterparts, and each such 
counterpart shall be deemed an original instrument. 

IN WITNESS WHEREOF, the parties have caused this Agreement to be executed and 
delivered by their respective duly authorized officers as of the date first writteii above. 

ALLIANCE FOR COOPERATIVE 
ENERGY SERVICES POWER CONSULTING 
MARKETING LLC 

HAYET POWER SYSTEMS 

By : By: 

Name: Name: 

Title: Title: 
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NON-DISCLOSURE AGREEMENT 

This Non-Disclosure Agreement (“Agreement”) is entered into this ____ day of June 201 2, by and 
between Hayet Power Systems Consulting (“Hayet”) and Alliance for Cooperative Energy 
Services Power Marketing LLC, (“ACES Power Marketing” or “APM”) (each individually 
referred to as “Party” and collectively as “Parties”). 

RECITALS 

WHEREAS, APM provides, inter alia, certain modeling services for Big Rivers Electric 
Corporation (“Big Rivers”) through the use of proprietary software licensed to APM by Ventyx; 
and 

WHEREAS, APM has created a confidential and proprietary database within the licensed 
proprietary software which contains information used by APM to prepare certain scenarios for 
use in the Captioned Case (defined below); and 

WHEREAS, Hayet is the consultant for certain Intervenors in the Captioned Case and such 
Intervenors desire that Hayet have access to APM’s confidential and proprietary Database within 
the Ventyx licensed proprietary software which contains information used by APM to prepare 
certain scenarios for use in the Captioned Case by Big Rivers; and 

WHEREAS, APM, pursuant to a request by Big Rivers and pursuant to conditions established by 
APM’s license with Ventyx (the owner of the proprietary software), is willing to provide to 
Hayet the portion of APM’s confidential and proprietary database that pertains to Big Rivers, 
provided that, Hayet agrees to the terms and conditions expressed herein. 

NOW WHEREFORE, in consideration of the promises and covenants herein and for good and 
valuable consideration, the adequacy and sufficiency of which are hereby acknowledged, the 
Parties intending to be legally bound do hereby agree as follows: 

Section 1. Definitions. 

“Authorized Representative” shall mean a person who has signed a Confidentiality 
Agreement with Big Rivers. 

“Captioned Case” shall mean the case currently before the Kentucky Public Service 
Coinmission and captioned as “APPLJCATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR APPROVAL OF ITS 2012 ENVIRONMENAL COMPLIANCE PLAN, FOR APPROVAL OF 
ITS AMENDED ENVORONMENTAL, COST RECOVERY SURCHARGE TARIFF, FOR 
CERTIFICATES OF PUBLJC CONVENIENCEAND NECESSITY, AND FOR AUTHORITY TO 
ESTABLISH A REGULATORY ACCOUNT, CASE NO. 2012-00063 ”. 

“Database” shall mean the electronic computer file derived from the Ventyx PaR licensed 
proprietary software that contains certain Big Rivers model data parameters used by APM in 
developing scenarios for Big Rivers and used in support of the Captioned Case. 
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“Input Assumptions” means data i t em formatted within the Database in a specific format 
as required by the PaR model. Iiiput assumptions include, but are not limited to fuel costs and 
other fuel related data, load forecast, generating unit characteristics, dispatch constraint 
parameters, market price forecasts, etc. 

“Notes of Protected Materials” means meinoranda, handwritten notes, or any other form 
of information (including electronic information) that copies or discloses Protected Materials. 
Notes of Protected Materials are subject to the same restrictions provided in this Agreement for 
Protected Materials except as specifically provided otherwise in this Agreement. 

“Protected Materials” shall mean the Database and any other materials provided to Hayet 
by APM, with such other materials being noted as being confidential by APM, pursuant to the 
terrns of this Agreement. 

Section 2. Use of the Database and Protected Materials. This Agreement shall govern the use of 
the Database provided to Hayet by APM. The Database shall be used exclusively by Hayet for 
work directly related to the Captioned Case. The Database shall be installed on and accessible 
through the computer containing Hayet’s licensed Ventyx software. Protected Materials shall be 
made available under the terms of this Agreement to Hayet solely for its use in the Captioned 
Case and any appeals froin the Captioned Case, and may not be used by Hayet for any 
commercial, business, or other purpose whatsoever. 

Section 3 .  Duration of Use. Protected Materials shall remain available to Hayet until the 
sooner of: (a) an order terminating this proceeding becomes no longer subject to judicial review, 
or (b) the termination of Hayet’s license with Ventyx. If requested to do so in writing after that 
date, Hayet shall, within fifteen days of such request, return the Protected Materials (excluding 
Notes of Protected Materials) to APM, or shall destroy the materials, except that copies of 
filings, official transcripts and exhibits in this proceeding that contain Protected Materials and 
Notes of Protected Materials may be retained, if they are maintained in accordance with this 
Agreement. Within such time period, Hayet, if requested to do so, shall also submit to APM an 
affidavit stating that, to the best of its knowledge, all Protected Materials and all Notes of 
Protected Materials have been returned or have been destroyed or will be maintained in 
accordance with this Agreement. To the extent Protected Materials are not retrxrned or 
destroyed, they shall remain subject to this Agreement. 

Section 4. Noli-Disclosure Certificate. Hayet shall execute a Non-Disclosure Certificate in 
the form of the attached Exhibit A certifying its understanding and agreement with the terrns of 
this Agreement. A copy of each Non-Disclosure Certificate shall be provided to APM prior to 
disclosure of any Protected Materials to Hayet. 

Section 5. Protection of Materials. All Protected Materials shall be maintained by Hayet in a 
secure place. Access to those materials shall be limited to Hayet. Protected Materials shall be 
treated as confidential by Hayet. Protected Materials shall not be used except as necessary for the 
conduct of this Proceeding, nor shall they be disclosed in any manner to any person except as 
outlined in Section 6 of this Agreement. Hayet may make notes of Protected Materials, which 
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shall be treated as Notes of Protected Materials if they disclose the contents of Protected 
Materials. Hayet may use this information for purposes of this proceeding, and may not use 
information contained in any Protected Materials obtained through this Proceeding to give Hayet 
or any competitor or potential competitor of APM a commercial advantage or otherwise 
economically disadvantage APM based on disclosure of the Protected Materials outside of this 
proceeding. 

In the event, APM inadvertently provides confidential information unrelated to the 
Captioned Case, or otherwise fails to designate materials other than the Database as Protected 
Materials at the time they are provided to Hayet, APM shall notify Hayet promptly upon 
discovery of the inadvertent disclosure. Hayet agrees that from the time forward that Hayet has 
been notified that such materials are deemed confidential, Hayet shall maintain the 
confidentiality or protection afforded the information, and agrees to: (a) immediately retuni the 
privileged information; and (b) to protect the confidential materials as Protected Materials, and to 
not use any information derived from such inadvertent disclosure in a manner inconsistent with 
the preservation of the confidential nature of the materials. 

Section 6. Disclosure. Hayet may discuss Input Assumptions with Authorized 
Representatives, but Authorized Representatives may not have access to the Database. In the 
event that Hayet ceases to be engaged in the Captioned Case, access to Protected Materials by 
Hayet shall be tenninated. Even if no longer engaged in this Captioned Case, Hayet shall 
continue to be bound by the provisions of this Agreement and the Non-Disclosure Certificate. 
No other disclosure of the Database shall be permitted. The Parties agree that the output of 
modeling analyses that may be conducted using the information contained in the Database will 
be treated as non-confidential information that may be disclosed publicly in a manner similar to 
the manner in which Big Rivers disclosed the output of its modeling analyses in the Captioned 
Case. Hayet shall take all reasonable precautions necessary to assure that Protected Materials are 
not distributed to unauthorized persons. 

Section 7.  Nature of Information. Hayet hereby accepts the representations of APM that the 
Database is of a special, unique, unusual, extraordinary, and/or intellectual character and that the 
Parties further accept that the Database is an APM trade secret that is not available to the public, 
and that, if disclosed, would subject APM to risk of competitive disadvantage or other business 
injury.APM may be irreparably injured by disclosure of the Database. APM and Hayet 
acknowledge and agree that money damages would not be a sufficient remedy for any breach of 
this Agreement, and that in addition to all other remedies, a Party shall be entitled to specific 
performance and injunctive or other equitable relief as a remedy for any such breach, and the 
Parties agree to waive any requirement for the securing or posting of any bond in connection 
with such remedy. 

Section 8. Survival of Obligations. The obligations and commitments established by this 
Agreement shall remain in full force and effect for a period of two (2) years from the conclusion 
of any right to appeal the proceedings in the Captioned Case. 

Section 9. Governing Law. The validity and interpretation of this Agreement and the legal 
relations of the Parties to it shall be governed by the laws of the State of Indiana. In the event 
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that a court of competent jurisdiction determines that any portion of this Agreement is 
unreasonable because of its term or scope, or for any other reason, the Parties agree that such 
court may reform such provision so that it is reasonable under the circumstances and that such 
provision, as reformed, shall be enforceable. The Parties further agree that service of any 
process, suininons, notice or document by U.S. certified or registered rnail to the Parties’ 
respective executive offices will be effective service of process for any action, suit, or 
proceeding brought in any such court. 

Section 10. Miscellaneous Provisions. 

(a) Neither party shall assign this Agreement without the prior written approval of the 
other party. Nothing in this Agreement, express or implied, is intended or shall be construed to 
confer upon any person or entity other than the parties hereto any right, remedy or claim under or 
by reason of this Agreement. 

(b) This Agreement sets forth the entire agreement between the parties as to the 
subject matter of this Agreement and supersedes all prior agreements, commitments, 
representations, writings and discussions between them, whether written or oral, with respect to 
the subject matter hereof. Except as otherwise expressly provided in this Agreement, this 
Agreement may riot be amended or terminated except in writing and signed by a duly authorized 
representative of the Party to be bound thereby. 

(c) If any provision of this Agreement or its application to any person or 
circumstance is adjudged invalid or unenforceable by any court of competent jurisdiction, then 
the remainder of this Agreement or the application of such provision to other persons or 
circumstances shall not be affected thereby. 

(d) No delay or failure to exercise any right under this Agreement shall operate as a 
continuing or permanent waiver of such right or preclude the further exercise of that right or any 
other right. This Agreement shall be binding on the parties and their successors, heirs, affiliates, 
and assigns. This Agreement may be executed in any number of counterparts, and each such 
counterpart shall be deemed an original instrument. 

IN WITNESS WHEREOF, the parties have caused this Agreement to be executed and 
delivered by their respective duly authorized officers as of the date first written above. 

ALLIANCE FOR COOPERATIVE 
ENERGY SERVICES POWER CONSULTING 
MARKETING LLC 

HAYET POWER SYSTEMS 

By: By: 

Name: Name: 
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Ventyx Consulting Agreement 

This Consulting Agreement ("Agreement") is by and between Ventyx Inc., whose office is located at 400 Perimeter Center 
Terrace, Suite 500, Atlanta, Georgia 30346 ("Ventyx") and Hayet Power Systems Consulting, whose office is located at 215 
Huntcliff Terrace, Atlanta, GA 30350 ("Client"), effective upon execution of both parties. Ventyx will provide the services set forth 
herein: 

1. Consultinq Services. Ventyx will make available the services of Ventyx personnel to perform certain short-term 
consulting services ("Services") as generally described in one or more Statement of Work ("SOW) under this 
Agreement. Successive Statements of Work shall be identified by number and each shall reference this Agreement. 

2. Payments. Client will pay Ventyx for the Services as set forth the applicable SOW. In addition, Client will pay, or 
reimburse Ventyx for, (i) all taxes based upon the charges in this Agreement (ii) all Services-related and reasonable 
travel and travel-related expenses. If the payment terns are not specified in the applicable SOW, Ventyx will invoice 
Client on a monthly basis for all charges payable hereunder, which shall be due within 30 days from invoice receipt 
date. Any sum not paid when due will bear interest until paid at the maximum rate of interest allowed by applicable 
law. 

3 Confidentiality. The parties recognize that in the course of performing the Services, both parties may have access to 
confidential or proprietary information belonging to the other and each agrees that any such confidential and 
proprietary information shall remain confidential and shall not be disclosed to any third party. Each party agrees that, 
for a period of two (2) years from receipt of information from the other party hereunder, such party will use the same 
means it uses to protect its own confidential proprietary information, but in any event not less than reasonable means, 
to prevent the disclosure and to protect the confidentiality of both (i) written information received from the other party 
which is marked or identified as confidential, and (ii) oral or visual information ("Confidential Information"). The 
foregoing will not prevent either party from disclosing Confidential Information which belongs to such party or is (i) 
already known by the recipient party without an obligation of confidentiality, (ii) publicly known or becomes publicly 
known through no unauthorized act of the recipient party, (iii) rightfully received from a third party without breaching 
any confidentiality or non-disclosure obligations to any third party, (iv) independently developed by the recipient party 
without use of the other party's Confidential Information, (v) disclosed without similar restrictions to a third party by the 
party owning Confidential Information, (vi) approved by the other party for disclosure, or (vii) required to be disclosed 
pursuant to a requirement of a governmental agency or law so long as the disclosing party provides the other party 
with notice of such requirement prior to any such disclosure and reasonably cooperates with the other party in 
connection with obtaining any protective order limiting such disclosure. 

4. Proprietary Rishts The parties acknowledge and agree that. (a) Ventyx owns all right, title and interest in and to all 
Ventyx Confidential Information (and the media containing such Confidential Information) including, without limitation, 
the Work Product and all patent, trademark, copyright, trade secret, and other intellectual property rights related 
thereto; and (b) Client owns all right, title and interest in and to all of Client's Confidential Information (and the media 
containing such Confidential Information) including, without limitation, the patent, trademark, copyright, trade secret, 
and other intellectual property rights related thereto, as well as engagement-specific reports delivered by Ventyx 
except with respect to the Ventyx Confidential Information or Work Product contained in such reports All Work 
Product, and all patent, trademark, copyright, trade secret, and other intellectual property rights related thereto, is the 
property of Ventyx and is licensed nonexclusively to Client, at no additional license fee, pursuant to the terms of the 
license for software contained in a License Agreement and subject to the terms of this Agreement. To the extent Client 
acquires any rights in the Work Product Client hereby assigns such rights to Ventyx. Client shall give Ventyx all 
reasonable assistance and execute all documents necessary to assist or enable Ventyx to perfect, preserve, register 
andlor record such assignment and Ventyx's rights in any Work Product. 

5. Termination. Either party may terminate this Agreement in whole, but not in part, for any reason upon providing sixty 
days prior written notice to the other party. Upon termination of this Agreement for any reason, Ventyx will cease to 
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perform the Services hereunder for Client and Client will pay to Ventyx: (a) for Services performed on a time and 
materials basis, all sums due including reimbursable expenses to Ventyx as a result of Services performed prior to 
such termination; or (b) for Services performed on a fixed fee basis, for all milestones initiated at the effective date of 
the termination 

6. Warranty Disclaimer and Limitation on Liability. VENTYX MAKES NO REPRESENTATION OR WARRANTY, 
EXPRESS OR IMPLIED, AND HEREBY EXPRESSLY DISCLAIMS ANY AND ALL SUCH WARRANTIES, 
REGARDING ANY MATTER INCLUDING THE MERCHANTABILITY, SUITABILITY, ORIGINALITY, FITNESS FOR A 
PARTICULAR USE OR PURPOSE, OR RESULTS TO BE DERIVED FROM THE USE OF ANY MATERIALS OR 
SERVICES PROVIDED UNDER THIS AGREEMENT. IN NO EVENT SHALL VENTYX BE LIABLE FOR ANY LOST 
PROFITS, LOSS OF GOODWILL, OR FOR SPECIAL, EXEMPLARY, PUNITIVE, INDIRECT, INCIDENTAL OR 
CONSEQUENTIAL DAMAGES OR ANY OTHER DAMAGES. THE SERVICES PERFORMED UNDER THIS 
AGREEMENT ARE ASSOCIATED WITH THE VENTYX SOFTWARE LICENSED BY CLIENT AND CLIENT 
ACKNOWLEDGES THAT THEY ARE NOT CONSIDERED ACCOUNTING SERVICES. SUBJECT TO THE 
FOREGOING LIMITATION OF LIABILITY VENTYXS LIABILITY UNDER THIS AGREEMENT SHALL NOT EXCEED 
THE AMOUNT PAID BY CLIENT TO VENTYX UNDER THE SOW GIVING RISE TO THE L.IABILITY. 

7. Relationship of Parties. Ventyx in furnishing the Services to Client under this Agreement is acting only as an 
independent contractor. 

8. Agreement. This Agreement constitutes the entire agreement between the parties with respect to the subject matter of 
this Agreement. No change, waiver or discharge will be valid unless in writing and signed by an authorized 
representative of the party against whom such change, waiver or discharge is sought to be enforced. This Agreement 
will be governed by and construed in accordance with the laws, other than choice of law rules, of the State of Georgia. 

IN WITNESS WHEREOF, the parties have executed this Agreement as of the date first set forth below and further represent and 
warrant that the individuals signing below have the corporate power and authority to enter into this Agreement and to carry out 
the transactions contemplated in this Agreement. 

ACCEPTED: 
Hayet Power Systems Consulting 

ACCEPTED: 
Ventyx lnc. 

Authorized Signature Authorized Signature 

Printed Name Printed Name 

Title Title 

Date Date 

Authorized Signature 

Printed Name 

Title 

Date 

Ventyx Confidential and Proprietary 
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13'h June, 2012 --V1.0 

SOW Reference: SOW-ADV-NA-I20476 

IMPORTANT NOTICE 

This budgetary offer [dated] is preliminary and not final and as such non-binding. It 
is tendered for discussion only, does not constitute a term to contract and Ventyx 
can, without notice, make any changes at Ventyx's discretion. 

Ventyx Confidential and Proprietary 
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so 

This Statement of Work (“SOW”) is effective as of (“Effective Date”) by and 

between Ventyx Inc., located at 400 Perimeter Center Terrace, Suite 500, Atlanta, Georgia 30346 

(“Ventyx”) and Hayet Power Systems Consulting, whose office is located at 21 5 Huntcliff Terrace, Atlanta, 

GA 30350 (“Client”). 

This SOW is entered into under the Consulting Agreement between the Parties dated 

(“Contract”). In the event of any conflict in the terms between this SOW and the Contract, the terms of 

this SOW shall prevail. All capitalized terms not otherwise defined herein shall have the same meaning 

as in the Contract. 

Ventyx Sales Executive 
Name: Brenton Meese 
Phone: 678.825.1467 
Cell: 404.964.8882 
Fax: 
E-mail: Brenton. Meese@ventyx.abb.com 

Client Project Manager 
Name: Phil Hayet 
Address: 215 Hunfcliff Terrace 

Phone: 770-587-5402 

E-mail: philhaye@concentric.net 

Atlanfa, GA 30350 

Fax: 8 7 7-8 62-0 734 

P O # :  

Ventyx Project Manager 
Name: Joe McLeer 
Phone: 678-830- 1079 
Cell: 
Fax: 
E-mail: joseph.mcleer@ventyx.abb.com 

Client “Bill to” ContacffDept.: 
Name: Phil fiayet 
Address: 215 Hunfclif Terrace 

Phone: 770-587-5402 

E-mail: philhaye@concenfric.net 

Atlanta, GA 30350 

Fax: 877-862-0734 
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so 

I 

I .I 

1.2 

2 

2. I 

2.2 

NTRODUCTION AND OBJECTIVES 

Client has entered into a consulting engagement with another party that licenses the Ventyx EPM 
Planning and Risk software for the purposes of performing certain analyses on their behalf. Client 
has agreed to license the Ventyx Planning and Risk software but as a new user will require 
assistance with the installation and use of the product. 

Understanding the Requirements 

Client has requested training on the Ventyx EPM Planning and Risk (PaR) module, which they 
have licensed on a limited-term basis for the purposes of performing work on a consulting 
engagement. Client has indicated that only a limited scope use of PaR would be needed to 
facilitate the scope of work they are to perform and would not require a complete understanding of 
all the main features and functions of software. Therefore the Client has requested only a I-day 
training session as opposed to the typical 3-4 days of training required for most new PaR users. 

References 

EPM 5.3 Minimum Data Model Requirements 

0 EPM 5.3 Certified Environments 

SCOPE OF WORK 

Task 1 - Provide EPM Planning and Risk Overview Training 

Ventyx will provide a I-day EPM Planning and Risk overview training session. This training will 
provide a working knowledge of the EPM interface and cover basic data editing concepts, run 
setup and execution, and basic output reporting methods. 

Task 2 - Provide Additional Consulting Support 

Ventyx will provide an estimated I-week of additional consulting support to assist the Client with 
any software installation or modeling issues that are encountered during the engagement period. 
Such support will include review of the Client's hardware to ensure that it meets the minimum 
requirements, assistance with the installation and setup of any prerequisite software such as MS 
SQL Server, and any Ventyx-specific software such as the EPM Core, Application Management, 
and Prosym,, setup and formatting of SQL Server databases, and assistance with any post-training 
issues associated with the use of Planning and Risk. 

EPM Planning and Risk Training -ESTIMATE STATEMENT OF WORK (ESOW) FOR Hayet Power Systems Consulting I 
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3 

3.1 

3.2 

3.3 

ATED SCHEDULE & DELWERABLES 

The following estimated schedule and deliverables have been identified within this Statement of 
Work (SOW). 

Estimated Schedule of Work 

The estimated schedule of work will be agreed to upon acceptance of the Statement of Work 
(SOW) by both parties. 

Deliverables from Ventyx 

Ventyx will deliver the following items under the Statement of Work (SOW): 

o 

e 

Basic EPM Planning and Risk overview training (1 day) 

Additional consulting support to assist the Client with any software installation or modeling 
issues (estimated 1 week) 

Deliverables from Client 

The Client will deliver the following items to support the activities for this Statement of Work 
(SOW): 

e None. 

EPM Planning and Risk Training -ESTIMATE STATEMENT OF WORK (ESOW) FOR Hayet Power Systems Consulting I 
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so -'I 20476 

3.4 Assumptions 

The following assumptions have been made when producing this Statement of Work (SOW): 

Client will procure all prerequisite software as specified by the EPM 5.3 Certified 
Environments document referenced in Section 1.2, namely a certified version of SQL Server. 
Ventyx will assist Client with the procurement and installation of all prerequisite software. 

All Ventyx software is to be delivered electronically. 

Training will be provided at Ventyx's Atlanta office, unless an alternative mutually agreed 
upon location is decided at the time of the training. 

The Ventyx project manager will provide a single point of contact between Client and Ventyx 
with regard to scope, schedule, and resources assigned to accomplish the Ventyx services. 

Client will have the appropriate computer hardware and technical environment in place, and 
will provide all required access, prior to the Ventyx consultants commencing work. 

Client computer hardware and software will meet the minimum requirements as specified in 
the References noted in Section 1.2 of this SOW. 

Any other additional services beyond the scope as stated in Section 2 of this SOW will be 
billed at the attached rate schedule. 

EPM Planning and Risk Training -ESTIMATE STATEMENT OF WORK (ESOW) FOR Hayet Power Systems Consulting I 
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4 CHARG 

4-1 Fee Summary 

The fee for this training is an estimated $14,000 and will be performed on a Time and Materials 
basis, exclusive of expenses and taxes. The estimates provided below are intended to be an 
estimate for budgetary and Ventyx resource scheduling purposes only. 

All fees presented in the SOW are expressed in US Dollars unless stated otherwise. 

I Provide EPM Planning and 
Risk Overview training I 1 day I 1 day I Training Consultant 

4.2 Travel Expenses 

Travel expenses for this SOW are estimated to be $0. 

4.3 Payment Terms 

Ventyx will invoice monthly in arrears and Client agrees to pay Ventyx thirty (30) days from date of 
invoice. 

EPM Planning and Risk Training -ESTIMATE STATEMENT OF WORK (ESOW) FOR Hayet Power Systems Consulting I 
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6 SIGNATURE OF ACCEPTANCE 

Pricing is subject to change at Ventyx's sole discretion if not signed by Hayet Power System 
Consulting and returned to Ventyx on or before 30 June 2012. 

IN WITNESS WHEREOF, the parties have caused this SOW to be executed by their duly 
authorized representatives. 

Hayet Power Systems Consulting 

By: 

Name: 

Title: 

Date: 

Ventyx Inc. 

By: By: 

Name: Name: 

Title: Title: 

Date: Date: 

To indicate approval, please return a signed PDF version of the entire PSO SOW via email or fax to: 

Tencia DeLuke, tencia.deluke@ventvx.abbm 
Fax + 1-770-206-2279 

If your company requires an original hard copy, please mail two signed sets to: 

Tencia DeLuke 
Ventyx Inc. 

400 Perimeter Center Terrace, Suite 500, 
Atlanta Georgia 30346 
Tel: + 1-678-825- 1445 

EPM Planning and Risk Training -ESTIMATE STATEMENT OF WORK (ESOW) FOR Hayet Power Systems Consulting I 
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VENTYX 
2012 RATE SCHEDULE - CONSULTING SERVICES 

Sr. Vice President 420 

Vice President, Subiect Matter Expert I Expert Witness 400 

Director 370 

Principal Consultant 315 

Lead Consultant 300 

Project Manaqer 265 

Senior Consultant 230 

Consultant 210 

Associate Consultant 185 

Technical and Administrative Professionals 145 

15% Adder for Work for Litigation I Regulatory Proceedings 

Support Service Charges. In addition to payment for professional services, all reasonable and necessary expenses 
incurred in connection with the performance of professional services will be billed at cost. Such expenses include, 
but are not limited to, outside reproduction costs, artwork, airline travel, meals, lodging, postage, freight, telephone, 
and travel related expenses. Mileage is charged at the prevailing Standard Mileage Rate as determined by the 
Internal Revenue Service. 

Insurance Provisions. Where a Client requires that it or other entities be named as additional insured with regard to 
company insurance policies, any cost to Ventyx of such provisions shall be billed to the Client. 

Fee Schedule Revision. This schedule is effective commencing January 1, 2012, and may be revised periodically 
by Ventyx. 
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NTIALITU AGREEMENT 
Kentucky Public Service Commission 

Case No. 2012-00063 

This Agreement is entered into by and between Big Rivers Electric Corporation (“Rig 
Rivers”) and the Office of the Attorney General for the Commonwealth of Kentucky 
(“Tnt emenor”). 

MrHEREAS, Intervenor has moved or may move to intervene in the above referenced 
case and has requested review of certain infomation Big Rivers believes to be confidential and 
proprietary; 

WHEREAS, during the course of this proceeding, Big Rivers may, bypetition for 
confidential treatment, seek protection from public disclosure of information Big Rivers believes 
to be confidential and proprietary and for which it believes public disclosure would prove 
hannfbl to Big Rivers, and will under those circumstances, provide Intervenor with access to that 
information pursuant to the following confidentiality agreement alone; and 

WHEREAS, Intervenor is willing to enter into this agreement and have access to the 
infomation at issue upon the tams and conditions contained herein; 

NOW, THEREFORE, the parties covenant and agree as follows: 

1. Access to information which Big Rivers believes to be confidential and propriety 
for which confidential treatment is sought by Big Rivers in this case will be limited strictly to 
Intervenor, its legal counsel and/or consultants, and employees of Intervenor’s clients in this 
matter who have a need for access to the information for purposes of this proceeding, who shall 
execute a nondisclosure certificate as described in paragraph 3 and attached as Exhibit A to this 
agreement. 

2. Use of the information provided pursuant to this confidentiality agreement shall 
be limited strictly to Case No. 2012-00063 before the Kentucky Public Service Commission (the 
“Commission”) and any appeals from that case. 

3. The non-disclosure certificate shall require Intervenor, its legal counsel, and its 
consultants to read a copy of this agreement and certifL in writing that it, he, or she has reviewed 
this agreement and agrees to be bound by its terms before disclosure of the Confidential and 
proprietary information will be made. The certificate shall contain the full name of Intervenor’s 
legal counsel and/or consultant(s) and their permanent business address. A copy of each 
certificate shall be provided to Big Rivers. 

4. All copies of documents containing information that are provided to Intervenor 
under this agreement pending a ruling by the Commission upon a petition for confidential 
treatment, and information for wluch the Commission has Ordered that confidential treatment 
shall be afforded, shall be deemed to be held in trust pursuant to this agreement and shall be 
returned to Big Rivers upon demand at the conclusion of Case No. 2012-00063. Upon demand 
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for return of the information, any notations or other work product of Intervenor, its counsel, or its 
consultants made or contained in the information shall be redacted prior to the return of the 
information to Rig Rivers. Upon election by the Attorney General, the information may be 
destroyed by a professional certified in shredding the materials. Upon exercising this election, 
the Attorney General shall certify to the company that the information has been destroyed. 

5.  Lf Intervenor desires to make use of any confidential or proprietary information 
obtained as a result of its, its legal counsel's, or its consultant's examination of the information, 
whether in testimony filed by Intervenor or through cross-examination of any witness or 
otherwise, Intervenor shall notify Big Rivers in advance of the proposed use and shall meet with 
Big Rivers' representatives to attempt in good faith to establish a procedure that will 
accommodate the needs of Intervenor to make use of the iilfonnation without risking its public 
disclosure. If Big Rivers and Intervenor are unable to agree on a means of preventing public 
disclosure of the confidential and proprietary infoimation, Big Rivers and Intervenor will subinit 
these issues to the Commission for resolution before the proposed use of the Somation is 
made. 

6. Each and every party to this agreement will act in good faith, and no party to the 
agreement will do anything to deprive any other party of the benefit of this agrement. The 
parties agree that the Commission is the sole and exclusive forurn for considering any alleged 
breach of this agreement, and that the remedies within the jurisdiction of the Commission are the 
only available remedies. This agreement does not restrict the parties fkom seeking any injunctive 
relief in a court of competent jurisdiction which they believe that they axe otherwise entitled to 
seek; fixthennore, it does not extiiiguish any right to judicial review of the Commission's 
actions. The parties do, however, expressly waive any other relief or remedy to which they 
might be entitled in the absence of the limitations of this agreement. 

7. Intervenor's participation in this agreement shall not be construed as an admission 
that the information claimed to be confidential and proprietary is, as a matter of law, confidential 
and proprietary, or as a waiver of any right to assert that the information is not confidential and 
proprietary before the Commission or any court of competent jurisdiction. In the event the 
Commission should rule that any of the information should be removed from the restrictions 
imposed by this agreement, Intervenor shall not disclose such information until the 
Commission's Order subjecting the information to public disclosure is final pursuant to KRS 
278.410, or until all appeals of such Order have been exhausted, unless authorized to do so by 
Big Rivers or a court of competent jurisdiction. 

8. This agreement shall bind the parties to it fi-om the date of its execution. Every 
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JACK CONWAY 

p f e r k l a c k  Hans 
/ ennis G. Howard, I1 

Lawrence W. Cook 
Assistant Attorneys General 
1024 Capital Center Drive, 
Suite 200 
Frankfort Icy 40601-8204 

t., 

(502) 696-5453 
F a :  (502) 573-1009 

Intervenor 

Big Rivers Electric Corporation. 

Title: - 
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EXHIBIT A 

NONDISCLOSURE CERTIFICATE 

The undersigned hereby certify that, before disclosure to them of confidential and 
proprietary information of Big Rivers, they have read the confidentiality agreement between Big 
Rivers and the Office of the Attorney General for the Commonwealth of Kentucky, which is 
incorporated herein by reference as if set forth in its entirety, and agree to be bound by its terms. 

Name Address 

I- 

- 

-I 
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Kim Walton 

From: 
Sent: 
To: 
cc: 
Subject: 

Melnykovych, Andrew (PSC) [Andrew.Melnykovych@ky.gov] 
Friday, July 06, 201 2 2:12 PM 
Nguyen, Quang D (PSC) 
DeRouen, Jeff (PSC) 
BREC ECP/ESM public meetings 

Quang; 

Here’s the information on the public meetings for the Big rivers environmental compliance plan/surcharge case (#2012- 
000630 

Monday, August 13 - Paducah 

Room 1.09, Emerging Technology Center, West Kentucky Community & Technical College 

5:30 pm CDT - information session, Q&A 
6:30 pm CDT - public comments 

Tuesday, August 14 - Henderson 

Stagg Meeting Room, Henderson Fine arts Center 

1 pm CDT - information session, Q&A 
2 pm CDT - public comments 

In keeping with the usual procedure, there will be no presentations by applicant or intervenors, but they are welcome to 
attend. And we’d like BREC to have people available to answer questions one-on-one and off the record 

Any of the parties with quest,ions can contact me 

Director of Communications 
Kentucky Public Service Commission 
2 1 1  Sower Boulevard 
Frankfort, KY 40601 
502-564-3940 x208 cell:502-330-5981 
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COMMONWEALTH OF KENTUCKY 
BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

In the Matter o f  

Application of Big Rivers Electric Corporation 

Compliance Plan, for Approval of its Amended 
Environmental Cost Recovery Surcharge Tariff, ) Case No. 20 12-00063 
for Certificates of Public Convenience and ) 
Necessity, and for Authority to Establish a ) 
Regulatory Account 1 

) 

) 
for Approval of its 2012 Environmental 1 

BIG RIVERS ELECTRIC CORPORATION’S FIRST =QUEST FOR INFORMATION 
TO I(ENTUCKY INDUSTRIAL UTILITY CUSTOMERS, INC. 

Big Rivers Electric Corporation subinits this first request for information to Kentucky 

Utility Industrial Utility Customers, Inc., to be answered in accordance with the followirig 

Definitions and Instructions. 

DEFINITIONS 

1. Whenever it is necessary to bring within the scope of these information requests 

documents that otherwise might be construed to be outside their scope ( I )  the use of “and” as 

well as “or” shall be construed both disjunctively and conjunctively; (2) the use of a word in its 

singular fonn shall be construed to include within its meaning its plural fonn as well, and vice 

versa; (3) the use of “include” and “including” shall be construed to mean “without limitation”; 

and (4) the use of a verb in any tense or voice shall be construed as the use of that verb in all 

other tenses and voices. 

2. “Big Rivers” means Big Rivers Electric Corporation. 

3. “KIUC,” “you,” or “your” means Kentucky Industrial Utility Customers, lnc., its 

agents, officers, directors, employees, attorneys, consultants, and members. 



1 

2 

3 

4 

5 

6 

7 
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9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

4. “Smelter” or “Smelters” means one or both of Century Aluminum of Kentucky 

General Partnership and Alcan Primary Products Corporation, and includes their agents, officers, 

directors, employees, attorneys, consultants, parent companies, divisions, subsidiaries, and other 

related cornp ani est 

5. 

6. 

7. 

“Commission” means the Kentucky Public Service Commission. 

“Kentucky Attorney General” includes his agents, employees, and consultants. 

“Ventyx” includes its agents, officers, directors, employees, attorneys, 

consultants, parent companies, divisions, subsidiaries, and other related companies. 

8. “Sierra Club” includes its agents, officers, directors, employees, attorneys, 

consultants, divisions, subsidiaries, chapters, and other related organizations. 

9. “APM” means Alliance for Cooperative Energy Services Power Marketing, its 

agents, officers, directors, employees, attorneys, and consultants. 

“Pace” means Pace Global, LLC. 

“NPVRR” means net present value revenue requirement. 

“MISO” means Midwest Independent Transmission System Operator, Inc. 

“Document” means any written, recorded, transcribed, printed or impressed 

10. 

1 1. 

12. 

13. 

matter of whatever kind, however produced, stored or reproduced, including, but not limited to, 

sound or pictorial recordings, computerized infonnation, books, pamphlets, letters, memoranda, 

telegrams, electronic or mechanical transmissions, corninunications of all kinds, reports, notes, 

working papers, handwritings, charts, papers, writings, printings, transcriptions, tapes and 

records of all kinds. 

14. “Person” includes a natural person, a business organization of any type, an 

unincorporated association, a governmental subdivision, agency, or entity, and a business trust. 
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requested: 

a. 

b. 

C. 

Wherever in these information requests you are asked to “identify,” you are 

when identifying an oral communication, to: 

i. 

.. 
11. 

... 
111. 

iv. 

V. 

identify the author thereof and the parties thereto, 

state the date of the cominunication, 

state the place of the communication, 

state the substance of the communication, and 

state whether such coininunication has been reduced to writing and, if so, 

identify each document and the present custodian thereof; 

when identifying other information, to state: 

i. the source thereof, 

11. 

111. 

iv. 

*. any oral communications pertaining thereto, 

any documents pertaining thereto, and 

the substance of the information; 

... 

when identifying a document, to: 

1. 

.. 
11. 

... 
111. 

iv. 

V. 

identify the author thereof and the parties thereto, 

state its title or other identifying data, 

state the date of the document or if no date appears thereon, the 

approximate date, 

state the exact nature and substance thereof; 

identify each person having possession, care, custody or control of the 

original and any copies thereof, 
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vi. if such document was, but no longer is, in your possession or subject to 

your control, state what disposition was made of it, and 

vii. produce the document. 

INSTRUCTIONS 

1. If any document called for by any of these data requests is withheld based upon a 

claim of privilege or work product, please produce so much of the document as to which you do 

not claim privilege or protection, and for each document or part of a document for which you 

claim privilege or protection, describe or identify: 

a. The nature, subject matter and substance of the document or part of the document 

withheld; 

b. The nature of the privilege or protection claimed; 

c. The date, author or authors, addressee or addressees, and distribution of the 

do curnent ; 

d. Each person in whose possession, custody or control any copy of the document is 

or has been; and 

e. Paragraph number of the schedule of documents to which the document or part of 

the document is responsive. 

If, for reasons other than a claim of privilege or work product, you refuse to 2. 

answer any data request or to produce any document requested, state the grounds upon which the 

refusal is based with sufficient specificity to pennit a determination of the propriety of such 

refusal. 

3. If any copy of any document requested herein or any record which refers or 

relates to any document requested herein has been destroyed or lost, set forth to the extent 
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the identity of the last known custodian of such document prior to its destruction. 

4. These data requests shall be deemed continuing and you should serve upon Big 

Rivers’ counsel (1) supplemental responses to these data requests if additional information or 

information that changes your response to any data request is obtained during the course of this 

proceeding, and (2) any documents requested herein that become available or that are discovered 

after the date your responses to these data requests are due. 

INFORMATION REQUESTS 

1. Please provide supplements to Exhibits SJB-2 and SJB-3, in the existing format, 

but using data for 2017 instead of 2016. Separately, please do the same using data for 2018. 

Please provide these exhibits in electronic spreadsheet form with all cell formulas intact, and 

provide any other workpapers, calculations and assumptions used in developing the revised 

exhibits. 

2. Please refer to pages 4 and 9 of Mr. Baron’s testimony. Please explain why Mr. 

Baron thinks “the inclusions of fuel.. .in the ‘allocator’ is not appropriate” when allocating 

environmental costs among classes but is appropriate when allocating costs between off-system 

sales and sales to Big Rivers’ members. 

3.  Please provide all workpapers, spreadsheets (in electronic form with formulas 

intact), and other documents supporting the calculations contained on page 10 of Mr. Baroii’s 

testimony. 

4. Please refer to Baron Exhibits SJB-2 and SJB-3. Please provide these exhibits in 

electronic spreadsheet form with all cell formulas intact. 
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5.  Have Dorntar Paper Co., LLC and Kimberly-Clark Corporation each agreed to 

Mr. Baron’s proposed cost allocation methodology? 

6. Please refer to page 3 of Mr. Hayet’s testimony. Please list each project in which 

Mr. Hayet has performed production cost modeling using the Planning and Risk model, the name 

of the utility involved, and the year Mr. Hayet perfonned each such modeling. 

7. Please refer to page 13 of Mr. Hayet’s testimony, lines 14-17. Please identify 

each Pace market price forecast iteration that included COz and each Pace market price forecast 

iteration that did not include COz. 

8. Please refer to page 17 of Mr. Hayet’s testimony, line 19. Please identify each 

case that Mr. Hayet could not get to run and what precisely was done to resolve the issue. 

9. Please provide the dates and times of all correspondence and comrnunications 

between Mr. Hayet and anyone at APM, including direct telephone calls, conference calls, e- 

mails, faxes, or any other coirununications. Please provide a copy of all correspondence and a 

brief description of the subject and nature of each communication. 

10. Please refer to page 18 of Mr. Hayet’s testimony, lines 12-13. For each case Mr. 

Hayet performed, please list each input and assumption he changed, explain why the input or 

assumption was changed, and provide all analyses, documents, or other bases supporting the 

change. 

11. Please refer to page 18 of Mr. Hayet’s testimony, lines 12-13. For each case Mr. 

Hayet performed, please provide all input files, input assumptions, output files, databases, run 

definitions, and any other files or information needed to replicate the results. 

12. Please provide all spreadsheets, models, and supporting documentation, with 

formulas intact, for the table depicting the NPVRR on page 2 1 of Mr. Hayet’s testimony. 
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13. Please refer to the table on page 21 of Mr. Hayet’s testimony. 

a. Please provide the annual figures for each of the cases in noinirial dollars before 

they are discounted to present value. 

b. Please provide this information both as a hard copy and in electronic format with 

formulas intact. 

c. Please provide the discount rate used by Mr. Hayet. 

Please refer to page 22 of Mr. Hayet’s testimony, lines 17-1 8. Please list each 14. 

item of incremental VO&M costs he claims is not included in the results. 

15. 

a. 

b. 

16. 

Please refer to page 8 of Mr. Kollen’s testimony, lines 10-1 1. 

Please provide all analyses, documents, or other bases for his assertion that Big 

Rivers’ management team is relatively inexperienced in large scale construction 

projects. 

Please quantify, on a net present value basis, the dollar impact Mr. Kollen clairns 

the alleged inexperience will have on the Build Case and the Buy Case. 

Please refer to page 15 of Mr. Kollen’s testimony, lines 2-12. What dollar impact 

does correcting the alleged error have on the NPVRR of the Build Case, the Buy Case, and the 

difference between the two cases? 

17. Please refer to Mr. Kollen’s testimony, page 15 line 13 through page 16 line 7. 

What dollar impact does correcting the alleged error have on the NPVRR of the Build Case, the 

Buy Case, and the difference between the two cases? 

18. Please refer to page 23 of Mr. Kollen’s testimony, lines 10 and 13. Are the 

percent increases he refers to wholesale or retail increases? 
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19. Please refer to page 24 of Mr. Kollen’s testimony, lines 12-14. Please list all of 

the “necessary steps” Mr. Kollen recoinmends that the Commission take to ensure that the 

smelters do riot tenninate their contracts, and provide a detailed explanation of how each step 

will achieve that objective. 

20. Please provide all spreadsheets, models and supporting documentation, with 

fonnulas intact, for the table depicting “all-in” non-smelter inember revenue requirements, found 

on page 25 of Mr. Kollen’s testimony. 

2 1. Please refer to page 29 of Mr. Kolleri’s testimony, lines 7-1 1, where Mr. Kollen 

states that “if the Commission authorizes Big Rivers to proceed with ECP projects 4 and 5 ,  then 

it will cominit the Company, its creditors, and all of its customers to the completion of the 

projects, the financing of the projects, and the obligation to pay through rates for the projects.” 

a. Does Mr. Kollen believe that by approving projects 4 and 5 in the instant case, the 

Coinmission is waiving its authority to address future construction, operation, and 

ratemaking issues related to these projects? Please explain in detail. 

b. Does Mr. Kollen believe that if the Commission approves projects 4 and 5 ,  then 

Big Rivers, its creditors, and/or its members waive any rights related to future 

consideration of the projects, their construction, operation, and future ratemaking 

treatment? Please explain in detail. 

To the extent not provided in connection with a response to another Big Rivers 22. 

information request, please provide all spreadsheets, models, and supporting documentation, 

with fonnulas intact, for each table in Mr. Kollen’s testimony. 

8 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

1s 

16 

17 

18 

19 

20 

21 

22 

23 

23. Does KIUC agree with Ms. Wilson’s testimony that Big Rivers should retire all of 

its coal units and construct natural gas combined cycle units? Please explain your response in 

detail. 

24. Please provide all emails, memos, aiid other documents, sent by KI‘IJC to the 

Kentucky Attorney General, Ventyx, or Sierra Club since January 1,2012. 

25. Please provide all ernails, memoranda, and other documents sent to KIUC from 

the Kentucky Attorney General, Ventyx, or Sierra Club since January 1,20 12. 

26. Please provide all emails, memos, and other documents, sent by KIUC to persons 

other than Big Rivers, the Kentucky Attorney General, Ventyx, or Sierra Club since January 1, 

20 12, regarding this case or analyses performed relating to Big Rivers’ environmental 

compliance options. 

27. Please provide all emails, memos, and other documents, sent to KIUC from 

persons other than Big Rivers, the Kentucky Attorney General, Ventyx, or Sierra Club since 

January 1, 2012, regarding this case or analyses perfonned relating to Big Rivers’ environmental 

Compliance options. 

28. Please provide the dates and times of all correspondence and coininunications 

between Mr. Hayet aiid anyone at Ventyx, including direct telephone calls, conference calls, e- 

inails, faxes, or any other communications. Please provide a copy of all documents concerning, 

regarding, or related to that correspondence and a brief description of the subject and nature of 

each communication. 

29. Please provide a copy of all documents, whether hardcopy or electronic, Mr. 

Hayet received from Ventyx or that were prepared by or for him, in whole or in part, while at 

Ventyx. 
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30. Mr. Hayet claims that there are other ways in Planning and Risk to derive a more 

optimal dispatch than the method used by APM in the Buy Case. 

a. Wiat strategies, if any, did Mr. Hayet test? 

b. What were the results of those strategies? 

i. Please provide model setup, output, spreadsheets, and other documents, in 

electronic form with formulas intact. 

Please provide the NPVRR of the Big Rivers Buy Case using all of the 

inputs and assumptions in the Buy Case Big Rivers filed and correcting for 

none of Mr. Hayet’s alleged errors, except using each of the strategies 

proposed in your response to part a, above. 

ii. 

3 1. Please provide the dollar impact on the NPVRR of the Big Rivers Build Case, No 

Smelter Build Case, Buy Case, and No Smelter Buy Case, of each error Mr. Hayet alleges. 

32. In his changes to the models, inputs, and assumptions provided by Big Rivers or 

APM, did Mr. Hayet take into account (especially in the Buy scenarios) that generation had be to 

curtailed at least down to the CSAPR variability limits? If so, how? 

On this the 30t” day of July, 2012. 

James M. Miller 
Tyson Kamuf 
SULLIVAN, MOUNTJOY, STAINBACK 
& MIL,L,ER, P.S.C. 
100 St. Ann Street 
P. 0. Box 727 
Owensboro, Kentucky 42302-0727 
(270) 926-4000 

29 Counsel for Big Rivers Electric Corporation 
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COMMONWEALTH OF KENTUCKY 
BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

In the Matter of  

Application of Big Rivers Electric Corporation ) 
) 

Compliance Plan, for Approval of its Amended ) 
Environmental Cost Recovery Surcharge Tariff, ) 
for Certificates of Public Convenience and 1 
Necessity, and for Authority to Establish a 1 
Regulatory Account 1 

for Approval of its 20 12 Environmental 

Case No. 2012-00063 

BIG RIVERS ELECTRIC CORPORATION’S FIRST REQUEST FOR INFORMATION 
TO SIERRA CLUB 

Big Rivers Electric Corporation subinits this first request for information to Sierra Club 

to be answered in accordance with the following Definitions and Instructions. 

DEFINITIONS 

1. Whenever it is necessary to bring within the scope of these information requests 

documents that otherwise might be construed to be outside their scope (1) the use of “and” as 

well as “or” shall be construed both disjunctively and conjunctively; (2) the use of a word in its 

singular form shall be construed to include within its rneaning its plural form as well, and vice 

versa; (3) the use of “include” and “including” shall be construed to mean “without limitation”; 

and (4) the use of a verb in any tense or voice shall be construed as the use of that verb in all 

other tenses and voices. 

2. “Big Rivers” means Big Rivers Electric Corporation. 

3. “Sierra Club,” “you,” or “your” means Sierra Club, its agents, officers, directors, 

employees, attorneys, consultants, divisions, subsidiaries, chapters, and other related 

organizations. 
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4. “Synapse” inearis Synapse Energy Economics, Inc., its agents, officers, directors, 

employees, attorneys, consultants, parerit companies, divisions, subsidiaries, and other related 

companies. 

5.  “KIUC,” means Kentucky Industrial Utility Customers, Inc., its agents, officers, 

directors, employees, attorneys, consultants, and members. 

6. “Smelter” or “Smelters” means one or both of Century Aluminum of Kentucky 

General Partnership and Alcan Primary Products Corporation. 

7. 

8. 

9. 

“Coinmission” means the Kentucky Public Service Commission. 

“Kentucky Attorney General” includes his agents, employees, and consultants. 

“Veiityx” includes its agents, officers, directors, employees, attorneys, 

consultants, parent companies, divisions, subsidiaries, and other related companies. 

10. “APM” means Alliance for Cooperative Energy Services Power Marketing, its 

agents, officers, directors, employees, attorneys, and consultants. 

“Pace” means Pace Global, LLC. 

“NPVRR’ means net present value revenue requirement. 

“NGCC” means natural gas combined cycle. 

11. 

12. 

13. 

14. “DSM” means demand-side management. 

15. 

16. 

“MISO” means Midwest Independent Transmission System Operator, Inc. 

“Document” means any written, recorded, transcribed, printed or impressed 

matter of whatever kind, however produced, stored or reproduced, including, but not limited to, 

sound or pictorial recordings, computerized information, books, pamphlets, letters, memoranda, 

telegrams, electronic or mechanical transmissions, cominunications of all kinds, reports, notes, 
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working papers, handwritings, charts, papers, writings, printings, transcriptions, tapes and 

records of all kinds. 

17. “Person” iiicludes a natural person, a business organization of any type, an 

unincorporated association, a govenunental subdivision, agency, or entity, and a business trust. 

18. 

requested: 

Wherever in these information requests you are asked to “identify,” you are 

a. when identifying an oral communication, to: 

i. 

11. 

111. 

iv. 

v. 

identify the author thereof and the parties thereto, 

state the date of the communication, 

state the place of the communication, 

state the substance of the communication, and 

state whether such coininunication has been reduced to writing and, if so, 

identify each document and the present custodian thereof; 

.. 

... 

b. when identifying other information, to state: 

i. the source thereof, 

11. 

111. 

iv. 

.. any oral coininunications pertaining thereto, 

any documents pertaining thereto, and 

the substance of the information; 

... 

c. when identifying a document, to: 

i. 

11. 

111. 

identify the author thereof and the parties thereto, 

state its title or other identifying data, 

state the date of the document or if no date appears thereon, the 

approximate date, 

.. 

... 
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iv. 

V. 

vi. 

vii. 

state the exact nature and substance thereof; 

identify each person having possession, care, custody or control of the 

original and any copies thereof, 

if such document was, but no longer is, in your possession or subject to 

your control, state what disposition was made of it, and 

produce the document. 

INSTRUCTIONS 

1. If any document called for by any of these data requests is withheld based upon a 

claim of privilege or work product, please produce so much of the document as to which you do 

not claim privilege or protection, and for each document or part of a document for which you 

claim privilege or protection, describe or identify: 

a. The nature, subject matter and substance of the document or part of the document 

withheld; 

b. The nature of the privilege or protection claimed; 

c. The date, author or authors, addressee or addressees, and distribution of the 

document; 

d. Each person in whose possession, custody or control any copy of the document is 

or has been; and 

e. Paragraph number of the schedule of documents to which tlie document or part of 

the document is responsive. 

If, for reasons other than a claim of privilege or work product, you refuse to 2. 

answer any data request or to produce any document requested, state the grounds upon which the 
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refusal is based with sufficient specificity to pennit a determination of the propriety of such 

refusal. 

3. If any copy of any document requested herein or any record which refers or 

relates to any document requested herein has been destroyed or lost, set forth to the extent 

possible the content of each such document, the date such document and its copies were 

destroyed or lost and, if destroyed, the identity of the person authorizing such destruction, and 

the identity of the last known custodian of such document prior to its destruction. 

4. These data requests shall be deemed continuing and you should serve upon Big 

Rivers’ counsel (1) supplemental responses to these data requests if additional information or 

information that changes your response to any data request is obtained during the course of this 

proceeding, and (2) any documents requested herein that become available or that are discovered 

after the date your responses to these data requests are due. 

INFORMATION REQUESTS 

1. Please refer to page IO of Dr. Steinhurst’s testimony, lines 13-1 6, where he states 

that Synapse compared the Build Case to a natural gas combined cycle unit “using several 

combinations of more appropriate assumptions.” Please list each input and assumption Synapse 

changed, explain why the input or assumption was changed, and provide all analyses, 

documents, or other bases supporting the change. 

2. Please refer to page 11 of Dr. Steinhurst’s testimony, beginning at line 20, where 

he states, “It is also contrary to the experience of national leaders in energy efficiency who have 

found it possible to achieve savings in excess of 1 % of retail sales per year consistently for a 

decade or more.” 

a. Please provide all documents upon which Mr. Steinhurst bases that statement. 
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b. Please list each utility Mr. Steinhurst is referring to in that statement, and for each 

utility listed: 

i. please provide the percentage of residential load to total load for each of 

the last 10 years, and 

ii. please state whether all of the energy savings Mr. Steinhurst mentions 

came from a reduction in residential energy consumption, and if not, 

provide the annual energy consuinption reductions from residential 

consumers. 

3. Please refer to page 12 of Dr. Steinhurst’s testimony, lines 6-12. Using Big 

Rivers’ proposed Build Case, provide a detailed analysis showing how DSM and energy 

efficiency programs will eliminate the need for Big Rivers to build one or inore of the proposed 

projects, and still permit Big Rivers to comply with all environmental regulations in a timely and 

less cost manner than the Build Case. 

4. 

a. 

b. 

5. 

a. 

b. 

Please refer to the table on page 14 of Dr. Steinhurst’s testimony. 

Please provide all workpapers, models, databases, and other documents, in 

electronic form with formulas intact, used in developing each number in the table. 

Please provide the basis, including all assumptions and supporting documents, 

used in developing each number in the table. 

For each table in Ms. Wilson’s testimony. 

Please provide all workpapers, models, databases, and other documents, in 

electronic form with formulas intact, used in developing each number in the table. 

Please provide the basis, including all assumptions and supporting documents, 

used in developing each number in the table. 
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6. For each input and assumption used in Ms. Wilson’s analysis that differs from the 

inputs and assumptions in Big Rivers’ Build Case, please list the input or assumption, and 

provide the basis for the input or assumption and all supporting worksheets or other documents. 

7. 

a. 

b. 

C. 

d 

Please refer to the testimony of Ms. Wilson. 

Please explain in detail the extent to which Ms. Wilson incorporated potential 

future environmental laws or regulations relating to or affecting natural gas 

production (including potential laws or regulations relating to hydraulic 

fracturing) or natural gas combined cycle units into her analysis. If her answer is 

that she did not incorporate consideration of those subjects in her analysis, please 

explain why not. 

Please provide a natural gas forward price curve showing the impact of such 

environmental laws and regulations over the expected life of the proposed natural 

gas combined cycle units. 

Please provide all workpapers and other documents supporting the impact of 

potential future environmental laws or regulations on the price of natural gas over 

the expected life of the proposed natural gas combined cycle units. 

Has Sierra Club adopted a public position regarding the appropriateness of the 

technique of hydraulic fracturing in connection with the production of natural gas, 

or advocated imposition of any limits, prohibitions, bans, or other laws or 

regulations restricting use of the technique of hydraulic fracturing in connection 

with the production of natural gas? If so, please provide all documents relating to 

the positions taken by Sierra Club on those subjects, including details relating to 

the positions, and an estimated impact on the natural gas forward prices used in 
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Ms. Wilson’s analysis if the positions taken by Sierra Club on those subjects are 

implemented by laws, regulations, or otherwise. 

e. Does Sierra Club have an opinion about the likelihood that any limits, 

prohibitions, bans, restrictions or other laws or regulations will be imposed on use 

of the technique of hydraulic fracturing in connection with the production of 

natural gas? If so, please provide all documents relating to such opinion, details 

explaining the basis for the opinion, and an estimated impact on the natural gas 

forward prices used in Ms. Wilson’s analysis if the limits, prohibitions, bans, 

restrictions or other laws or regulations Sierra Club believes are likely to be 

imposed on use of the technique of hydraulic fracturing in connectiori with the 

production of natural gas are implemented by laws, regulations, or otherwise. 

f. Has Sierra Club proposed to any administrative agency or branch of a local, state 

or federal government any limits, prohibitions, bans, restrictions or other laws or 

regulations on use of the technique of hydraulic fracturing in connection with the 

production of natural gas? If so, please provide all documents relating to such 

proposals, details relating to the proposal, and an estimated impact on the natural 

gas forward prices used in Ms. Wilson’s analysis if the proposals offered by 

Sierra Club are implemented by laws, regulations, or otherwise. 

Please refer to the tables on pages 9 and 10 of Ms. Wilson’s testimony. 

a. Please provide all analyses and other documents showing the impact of the coal 

retirements listed on power market prices in general and on power market prices 

in MISO. 

b. With regard to the 120 GW estimates: 

8. 
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.. 
11. 

... 
111. 

iv. 

V. 

vi. 

vii. 

Of the 120 GW, how many GW of coal retirements were from. coal 

generation in MISO? 

What is the total capacity of coal generation (in GW) in MISO? 

What is the total capacity of coal generation (in GW) in the United States? 

What percent of the total coal capacity in the United States would a 

retirement of 120 GW represent? 

What percent of MISO coal capacity would the MISO retirements 

represent? 

Has Sierra Club made any estimates of the impact of retiring 120 GW of 

coal on system. reliability and resource adequacy, specifically in MISO? 

Did ICF/EEI provide a list of generators they expect to be retired (adding 

up to the total GW of retirements reported)? If so, were any Big Rivers’ 

facilities on that list? 

9. Please refer to page 12 of Ms. Wilson’s testimony, lines 15-1 6. Provide any 

allowance price forecast showing allowance prices different than the Pace forecast, and for each 

price forecast, provide the impact to the NPVRR of the Big Rivers Build Case (using Big Rivers’ 

assumptions). 

10. What modeling software did Ms. Wilson or Synapse use to perform the cost 

coinparisons of the natural gas combined cycle scenarios versus Big Rivers’ scenarios referenced 

in Ms. Wilson’s testimony? 

a. Provide copies of all models, databases, input and output files, input assumptions, 

in electronic forinat with formulas intact. 
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11. What capital, fuel, allowance, and operation and maintenance costs did Ms. 

Wilson assume in her analysis for the combined cycle build? Provide all such costs, the basis for 

those assumptions, and all documents supporting those assumptions. Include the manufacturer 

and model number of the combined cycle units used as the basis for any assumption. 

12. What compliance option does Ms. Wilson use in her analysis for NAAQS, 316b, 

CCR, and effluent limitations? 

a. Provide all capital and operation and maintenance cost estimates used by Ms. 

Wilson in her analysis for the equipment needed for compliance with NAAQS 

3 16b, CCR and effluent limitations. Provide all bases for those estimates and all 

supporting documents. Provide the in service date for the equipment. 

Explain in detail how Ms. Wilson modeled Big Rivers’ debt structure when 13. 

assuming retirement of the existing fleet and construction of new natural gas coinbiried cycle 

(NGCC) units? 

a. 

b. 

C. 

d. 

e. 

14. 

How would retiring Big Rivers’ entire fleet affect Big Rivers’ financial statements 

and equity as a percentage of assets? 

How was Big Rivers’ current debt modeled? 

What sort of financing was assumed given Big Rivers’ current debt structure and 

the additional ainouiit of debt required when constructing new NGCC units? 

What is the additional amount of debt required to build new NGCC units? 

What interest rate was assumed on the new debt? 

Please refer to Exhibit RW-3. That exhibit is a study entitled, “EEI Preliminary 

Reference Case and Scenario Results.” At the bottom of each page of that study is a notice that 

states, “EEI CONFIDENTIAL BUSINESS INFORMATION: Do Not Cite, Quote or Distribute.” 

10 
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Each page of the study, except the cover page, also includes a notice of ICF International’s 

copyright. 

a. What rights or authority does Sierra Club have to copy, cite, quote, and distribute 

the study? Please provide all evidence of such rights or authority. 

b. Please provide the business contact iiiforination for each person who provided the 

study to Sierra Club or who Sierra Club contacted to obtain the right or authority 

to copy, cite, quote, and distribute the study. 

Please provide all emails, memos, and other documents, sent by Sierra Club to the 15. 

Kentucky Attorney General, Ventyx, or ICIUC since January 1,2012. 

16. Please provide all einails, memoranda, and other documents sent to Sierra Club 

from the Kentucky Attorney General, Ventyx, or KIUC since January 1,2012. 

17. Please provide all emails, memos, and other documents, sent by Sierra Club to 

persons other than Big Rivers, the Kentucky Attorney General, Ventyx or KITJC since January 1, 

2012, regarding this case or analyses performed relating to Big Rivers’ enviromnental 

compliance options. 

18. Please provide all einails, memos, and other documents, sent to Sierra Club from 

persons other than Big Rivers, the Kentucky Attorney General, Ventyx or KITJC since January 1, 

2012, regarding this case or analyses performed relating to Big Rivers’ environmental 

Compliance options. 
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On this the 30"' day of July, 2012. 

Jaines M. Miller 
Tysoii Kamuf 
STJLLIVAN, MOUNTJOY, STAINBACK 
& MILLER, P.S.C. 
100 St. Ann Street 
P. 0. Box 727 
Owensboro, Kentucky 42302-0727 
(270) 926-4000 

Counsel for Big Rivers Electric Corporation 
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BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

IN THE MATTER OF: 

APPLICATION OF BIG RIVERS ELECTRIC 
CORPORATION FOR APPROVAL OF ITS 
2012 ENVIRONMENTAL COMPLIANCE 
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) 
) 
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1 
) 

) CASE NO. 2012-00063 

DIRECT TESTIMONY OF STEPHEN J. BARON 

I. QUALIFICATIONS AND SUMMARY 

Q. Please state your name and business address. 

A. My name is Stephen J. Baron. My business address is J. Kennedy and Associates, 

Inc. ("Kennedy and Associates"), 570 Colonial Park Drive, Suite 305, Roswell, 

Georgia 30075. 

Q. What is your occupation and by whom are you employed? 

A. I arn the President and a Principal of K.ennedy and Associates, a film of utility rate, 

planning, and economic consultants in Atlanta, Georgia. 

J .  Kennedy and Associates, Iitc. 
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Q. Please describe briefly the nature of the consulting services provided by 

Kennedy and Associates. 

Kennedy and Associates provides consulting services in the electric and gas utility 

industries. Our clients include state agencies and industrial electricity consumers. 

The firm provides expei-tise in system planning, load forecasting, fmancial analysis, 

cost-of-service, and rate design. Cui-rent clients include the Georgia and Louisiana 

Public Service Commissions, and industrial consumer groups throughout the United 

States. 

A. 

Q. 

A. 

Please state your educational background and experience. 

I graduated fiom the University of Florida in 1972 with a B.A. degree with high 

honors in Political Science and significant coursework in Mathematics and 

Computer Science. In 1974, I received a Master of A r t s  Degree in Economics, also 

from the University of Florida. 

I have more than thirty years of experience in the electric utility industry in the areas 

of cost and rate analysis, forecasting, planning, and economic analysis. 

I have presented testimony as an expert witness in Arizona, Arkansas, Colorado, 

Connecticut, Florida, Georgia, Indiana, Kentucky, L,ouisiana, Maine, Michigan, 

Minnesota, Maiyland, Missouri, New Jersey, New Mexico, New York, Noi-th 

Carolina, Ohio, Pennsylvania, Texas, Utah, Virginia, West Virginia, Wisconsin, 

J .  Kennedy and Associates, Inc. 
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Q. 

A. 

Q. 

A. 

Q. 

A. 

Wyoming, the Federal Energy Regulatory Commission and in United States 

Banlu-uptcy Court. 

A complete copy of my resume and my testimony appearances is contained in Baron 

Exhibit-( SJB-1). 

Have you previously presented testimony before the Kentucky Public Service 

Commission? 

Yes. I have testified before the Kentucky Public Service Commission in eighteen 

cases over the past thlrty years, including Big Rivers Electric Corporation (“Big 

Rivers” or “the Company”). 

On whose behalf are you testifying in this proceeding? 

I am testifying on behalf of Kentucky Industrial Utility Customers, Inc. (“KIUC”), a 

group of large industrial and Smelter customers of Big Rivers Electric Corporation, 

(“Big Rivers” or the “Company”). These customers are Alcan Primary Products 

Corporation, Century Aluminum of Kentucky, General Partnership, Domtar Paper 

Co., L,LC and Kimberly-Clark Corporation. 

What is the purpose of your testimony? 

I am responding to the Company’s proposed Environmental Cost Recovery (“ECR”) 

surcharge rate design methodology that results in a uniform percentage charge for 

J.  Kennedy and Associates, Inc. 



Stephen J .  Baron 
Page 4 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

each rate schedule and individual customer, based on “total adjusted revenues.” The 

Company’s proposed rate recovery methodology (discussed in the testimony of Big 

Rivers’ witness John Wolfiam), assigns environmental costs to Rural, Large 

Industrial and Smelter rate classes on the basis of total revenues (adjusted to remove 

surcharges and credits), including fuel (FAC and fuel in base rates) expenses. While 

the Big Rivers’ allocation methodology is an improvement over the current kWh 

allocation methodology, the inclusion of fuel (FAC and fuel in base rates) in the 

“allocator” is not appropriate since environmental expenditures are unrelated to the 

market cost of coal and natural gas. As I will discuss, KIUC recommends that the 

Environmental Surcharge (“ES”) tariff reflect a non-fuel base revenue allocator, 

consistent with the methodology approved by the Commission for Louisville Gas 

and Electric Company (“LGE’) and Kentucky Utilities Company (“KU”). 

However, in recognition of the impact of the KIUC proposal on Rural customers, 

KZUC recornmends that tlie non-fuel base revenue allocator only be in effect until 

the depletion of the Member Rate Stability Mechanism (“MRSM’) and the Rural 

Economic Reserve (“RER”) funds. Upon depletion of the mitigation of the 

environmental surcharge for Rural customers, KWC recornmends that tlie ES tariff 

revert to the “total adjusted revenue” allocation methodology proposed by Big 

Rivers in this case. 

Q. 

A. 

Would you please summarize your testimony? 

Yes. I recommend and conclude the following: 

J.  Kennedy and Associntes, Inc. 
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The Commission should modify Big Rivers’ proposed ECR rate 
recovery mechanism (Tariff ES) such that environmental revenue 
requirements are allocated first to off-system and the combined retail 
rate classes on the basis of Big Rivers’ proposed total adjusted 
revenue allocation methodology and then among the three Big Rivers’ 
retail rate classes (Rural, Large Industrial, Smelter) on the basis of 
non-fuel base revenues. 

In recognition of the impact of KIUC’s proposed non-fuel base 
revenue allocation method on Rural customers after the depletion of 
the Member Rate Stability Mechanism and Rural Economic Reserve 
balances, KIUC proposes that upon the depletion of these mitigation 
sources, the ES Tariff allocation methodology revert to Big Rivers’ 
proposed total adjusted revenue methodology. 

. Based on KIUC’s proposal, Rural customers will not experience any 
bill impact from a non-fuel base revenue allocation during; the period 
in which the MRSM and RER provide mitigation and will pay the 
same ES charges as proposed by Big; Rivers’ upon the depletion of the 
MRSM and RER balances. KIUC estimates that the MRSM and 
RER balances will be depleted in 2017, versus 2018 under Big Rivers’ 
proposed allocation of environmental costs. 

KIUC’s proposed environmental cost allocation methodology should be 
adopted by the Commission regardless of whether the Commission 
approves the “Build Case,” the “Partial Build Case”, the “Buy Case” or 
any other compliance plan approved in this case. 

J .  Kennedy and Associates, Inc. 
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11. KIUC PROPOSED ENVIRONMENTAL, COST ALLOCATION 

METHODOLGU 

Q. Would you please briefly discuss Big Rivers’ proposed environmental cost 

allocation proposal in this case? 

Big Rivers’ is proposing to modify its ES tariff to incorporate a “total adjusted 

revenue” allocation among off-system sales and each of the three retail rate classes 

(Rural, Large Industrial and Smelters). Total adjusted revenue includes base 

revenues, he1 clause revenues, and Non-FAC PPA revenues, but does not include 

special Smelter prerniums and surcharges (e.g., TIER Adjustment Charge). This 

methodology is in contrast to the current “per-kW’ allocation and is being 

proposed (based on witness John Wolfram’s testimony) because of the significant 

capital costs that will comprise the 2012 Plan revenue requirements.’ 

A. 

Q. 

A. 

Do you support the Company’s proposal on cost allocation? 

Only in part. The Big Rivers’ proposal is an improvement over the current kwh 

based environmental cost allocation methodology, because it correctly excludes 

special Smelter contractual premiums fiom the total revenue allocation 

methodology. However, given the cost composition of the 2012 Plan (fixed and 

variable costs), Big Rivers’ proposed allocation methodology inappropriately 

’ See Wolfram Direct Testimony at page 14 

J .  Kennedy and Associates, Inc. 
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Q. Has the Commission approved a non-fuel base revenue allocation methodology 

A. Yes. The Cornmission approved an Environmental Cost Recoveiy mechanism that 

allocates environmental revenue requirements among non-residential rate classes 

using a non-file1 base revenue allocator for both Louisville Gas and Electric 

Company and Kentucky Utilities (Case Numbers 201 1-00161,2011-00162). 

allocates fixed and variable environmental costs on rate schedule revenues that 

include fuel (FAC and fuel in base rates) that are unrelated to these environmental 

costs. In particular, high load factor Smelter and Large Industrial customers will be 

assigned millions of dollars of environmental costs based, in part, on the level of fuel 

prices. 

Big Rivers’ proposed allocation factor includes each rate class’s base fuel revenues, 

FAC revenues and Non-FAC PPA revenues. These fuel and FAC revenues are 

determined by both the level of fuel prices and market energy prices, as well as a 

class’s rnWh energy use. Effectively, base fuel revenues and FAC revenues 

revenues can be thought of as a fuel price weighted mWh allocator; the higher the 

level of fuel piices (i.e., natural gas prices, coal prices), the larger the rnWi energy 

weighting will be in the Big Rivers’ allocator. 

J. Kennedy and Associates, Inc. 
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Q. You indicated that you supported Big Rivers’ proposed allocation 

Would you please explain your qualified methodology, but only in part. 

support, given your general objection to a total revenue allocation method? 

While I will recoinmend that the ES tariff incorporate a non-fuel base revenue 

allocation methodology for the reasons previously discussed, I recognize that this 

will result in a higher allocation of environmental costs to Rural customers once the 

Member Rate Stability Mechanism and Rural Economic Reserve hnds are depleted. 

As such, KIUC proposes that the non-fuel base revenue ES allocation method revert 

to Big Rivers’ proposed total adjusted revenue methodology after the depletion of 

the MRSM and RFiR funds. In this manner, Rural customers will not experience any 

increased cost associated with the KIUC proposed allocation method after the 

MRSM and RER funds are hlly depleted because, at that point, the ES cost 

allocation will revert to Big Rivers’ proposal in this case. 

A. 

Q. Will the MRSM and RER funds be depleted earlier under the KlUC proposal 

than under Big Rivers’ proposed ES cost allocation? 

Yes. Due to the higher ES cost allocation to the Rural rate class, these mitigation 

funds will be depleted approximately 1 year earlier under the KnJC proposal than 

under the Big Rivers’ cost allocation proposal. Using Big Rivers’ “Build Case” 

financial forecast model, the KITJC cost allocation methodology would deplete the 

MRSM and RER funds in 2017, versus 2018 under the Company’s cost allocation 

methodology. Thus, Rural customers would only experience a bill impact under the 

A. 

J.  Kennedy and Associates, Inc. 
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KIUC proposal for some portions of 2017 and 2018. Prior to the depletion of the 

MRSM and RER funds sometime in 2017, there would be no impact on Rural 

customers; after 201 8, there would also be no impact on Rural customers (compared 

to the Bin Rivers’ proposal). 

Q. Have you developed an analysis that estimates the impact of the KIUC 

proposed environmental cost allocation methodology? 

Yes. Baron Exhibit-(SJB-2) provides an estimate for the year 2016 of the allocated 

environmental costs using a non-fuel base revenue allocation methodology. This is 

the fxst full year of environmental revenue requirements under the Company’s 

proposed “Build Case” 2012 plan. It should be noted that this exhibit relies on 

projections that Big Rivers’ has classified as Confidential in this case and thus 

should be considered “Confidential” as well. 

A. 

Q. 

A. 

Would you please explain your cost allocation analysis? 

Yes. The first step in the analysis is to develop non-fuel base revenues for the year 

2016. In its response to KIUC 1-50, Big Rivers provided a breakdown of the 

components of its “total adjusted revenues” by rate class. Using this data, I removed 

1) FAC revenues and 2) Fuel revenues in Base Rates from Big Rivers’ 2016 Rural, 

Large Industrial and Smelter rate class “total adjusted revenues.” 

Q. Did you also remove these fuel revenues from “market” revenues? 

J.  Kennedy and Associates, Inc. 



Stephen J .  Baron 
Page 10 

1 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

A. No. KIUC is proposing a two-step cost allocation proposal that first (Step 1) 

allocates environmental costs between off-system (“marltet”) and retail jurisdictions 

on the same basis as proposed by Big Rivers, which is “total adjusted revenues.” In 

Step 2, the remaining environmental costs are allocated to Big Rivers’ three retail 

rate classes on the basis of non-fuel base revenues. 

For the year 2016, Big Rivers’ total adjusted revenue allocator assigned 23.99% of 

the total system environmental costs to the Rural class, 8.03% to the Large Industrial 

class and 55.81% to the Smelters. Based on the information provided in response to 

KUC 1-50, the corresponding allocation factors using a non-fuel base revenue 

allocation method assigns 28.21% of the total system environmental costs to the 

Rural class, 8.29% to the Large Industrial class and 51.32% to the Smelters. As I 

indicated, the allocation to the off-system class is the same under the KllIJC method 

as proposed by Big Rivers. Exhibit ___ (SJB-2) provides a comparison of Big 

Rivers’ proposed allocation to the KIUC proposed non-fuel base revenue allocation 

for each rate class using the Company’s estimated 2016 environmental revenue 

requirements. Baron Exhibit-(SJB-3) presents the percentage impact of the ES 

cost allocation for 201 6 on total rate class revenues. As one would expect, removing 

fuel revenues from the ES allocation results in a lower assignment to the high load 

factor Smelter rate class. However, as I discussed previously, the Rural class is not 

affected by KIUC’s allocation proposal (relative to the Big Rivers’ proposal) until 

2017 due to the mitigation provided by the MRSM and RER funds. Upon the 

J .  Kennedy and Associates, Inc. 
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depletion of these balances, the allocation of ES costs would revert to Big Rivers’ 

proposed methodology, leaving the Rural class at the same rate level as proposed by 

the Company. 

Q. Are there important economic development issues impacted by the Company’s 

proposed ECR rate recovery method? 

Yes. As I showed in my Exhibit-(SJl3-3), Big Rivers’ is requesting an ES increase 

of 11.4% in 2016 under its “Build Case” proposal. This increase would be in 

addition to any other revenue increases associated with fiiel, purchased power or 

other costs related to generation and transmission. While the KIUC proposal would 

only reduce this large increase on the Smelters by 1%, it will mitigate the impact of 

Big Rivers’ proposed environmental expenditures. Big Rivers’ proposed ES 

surcharge recoveiy mechanism that recovers its proposed very large environmental 

revenue requirement, in part, based on a customer’s he1 charges is particularly 

detrimental to high load factor Smelter and large industrial manufacturing 

customers. Big Rivers’ methodology contributes to a reduction in the cost- 

effectiveness of high load factor Kentucky manufacturing facilities, relative to 

national and international competitors. These manufacturing facilities provide 

substantial employment in Kentucky. Higher electric rates impact the relative 

competitiveness of these customers - if Kentucky manufacturing costs rise relative 

to manufacturing costs in other states or internationally, Kentucky manufacturing is 

placed at a competitive disadvantage. Many of Kentucky’s largest employers are 

A. 

J. Kennedy and Associates, Inc. 
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energy-intensive and located in Kentucky in large part because of low electiic rates. 

KIUC’s proposal will help improve the competitiveness of the Kentucky economy. 

Q. KIUC is recommending that the Commission reject Big Rivers’ proposed 

“Build Case” 2012 environmental compliance plan in this case and adopt a 

“Buy Case’’ plan. In the event that the Commission adopts KIUC’s 

recommendation to implement the “Buy Case” compliance plan, do you 

continue to recommend that the Commission also adopt your cost allocation 

proposal? 

A. Yes. KTTJC’s proposed environmental cost allocation methodology should be 

adopted by the Commission in the event that the Commission approves the KIUC 

recommended “Buy Case” environmental compliance plan, Big Rivers’ 

recommended “Build Case” plan or any other compliance plan approved in this 

case. For the reasons that I have discussed, a non-fuel base revenue cost allocation 

methodology is reasonable and will have only a small impact on Rural customers for 

a portion of the years 2017 and 2018, after the depletion of the MRSM and RER 

funds. 

Q. 

A. Yes. 

Does that complete your testimony? 

J .  Kennedy and Associates, Inc. 
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Professional Qualifications 

Of 

Stephen J. Baron 

Mi-. Baron graduated fi-om the University of Florida in 1972 with a B.A. degree with high 

honors in Political Science and significant coursework in Mathematics and Computer 

Science. In 1974, he received a Master of A r t s  Degree in Economics, also from the 

TJniversity of Florida. His areas of specialization were econometrics, statistics, and public 

utility economics. His thesis concerned the development of an econometric model to 

forecast electricity sales in the State of Florida, for which he received a grant from the 

Public Utility Research Center of the University of Florida. In addition, he has advanced 

study and coursework in time series analysis and dynamic model building. 

Mi-. Baron has more than thirty years of experience in the electric utility industry in the areas 

of cost and rate analysis, forecasting, planning, and economic analysis. 

Following the completion of my graduate work in economics, he joined the staff of the 

Florida Public Service Cornmission in August of 1974 as a Rate Economist. His 

responsibilities included the analysis of rate cases for electric, telephone, and gas utilities, as 

well as the preparation of cross-examination material and the preparation of staff 

recommendations. 

In December 1975, he joined the Utility Rate Consulting Division of Ebasco Services, Inc. 

J. KENNEDY AND ASSOCIATES, INC. 
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as an Associate Consultant. In the seven years he worked for Ebasco, he received 

successive promotions, ultimately to the position of Vice President of Energy Management 

Services of Ebasco Business Consulting Company. His responsibilities included the 

management of a staff of consultants engaged in providing services in the areas of 

econometric modeling, load and energy forecasting, production cost modeling, planning, 

cost-of-service analysis, cogeneration, and load management. 

He joined the public, accounting firm of Coopers & Lybrand in 1982 as a Manager of the 

Atlanta Office of the Utility Regulatory and Advisory Services Group. In this capacity he 

was responsible for the operation and management of the Atlanta office. His duties 

included the technical and administrative supervision of the staff, budgeting, recruiting, and 

marketing as well as project management on client engagements. At Coopers & Lybrand, 

he specialized in utility cost analysis, forecasting, load analysis, economic analysis, and 

planning. 

In January 1984, he joined the consulting firm of Kennedy and Associates as a Vice 

President and Principal. M i  Baron became President of the firm in January 1991. 

During the course of his career, he has provided consulting services to more than thirty 

utility, industrial, and Public Service Commission clients, including three international 

utility clients. 
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He has presented numerous papers and published an article entitled "How to Rate Load 

Management Programs" in the March 1979 edition of "Electrical World." His article on 

"Standby Electric Rates" was published in the November 8, 1984 issue of "Public Utilities 

Fortnightly." In Febiuaiy of 1984, he completed a detailed analysis entitled "Load Data 

Transfer Techniques" on behalf of the Electric Power Research Institute, which published 

the study. 

Mr. Baron has presented testimony as an expert witness in Arizona, Arkansas, Colorado, 

Connecticut, Florida, Georgia, Indiana, Kentucky, Louisiana, Maine, Michigan, 

Minnesota, Maryland, Missouri, New Jersey, New Mexico, New York, North Carolina, 

Ohio, Pennsylvania, Texas, Utah, Virginia, West Virginia, Wisconsin, Wyoming, the 

Federal Energy Regulatory Commission and in United States Bankruptcy Court. A list of 

his specific regulatory appearances follows. 
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Expert Testimony Appearances 
of 

Stephen J. Baron 
As of July 2012 

4/81 203(B) KY Louisville Gas Louisville Gas Cost-of-service 

418 1 

618 1 

2184 

3/84 

5/84 

10/84 

11184 

1/85 

2185 

3/85 

3185 

3185 

5/85 

5185 

& Electric Co 

ER-81-42 MO Kansas City Power 
& Light Co 

U-1933 AZ Arizona Corporation 
Commission 

8924 KY Airco Carbide 

84-0384 AR Arkansas Electric 
Energy Consumers 

830470-El FL Florida Industrial 
Power Users' Group 

84-1994 AR 

R-842651 PA 

85-65 ME 

1-840381 PA 

9243 KY 

3498-11 GA 

R-842632 PA 

84-249 AR 

City of 
Santa 
Clara 

Arkansas Electric 
Energy Consumers 

Lehigh Valley 
Power Committee 

Airco Industrial 
Gases 

Philadelphia Area 
Industrial Energy 
Users' Group 

Alcan Aluminum 
C o p ,  et al 

Attorney General 

West Penn Power 
Industrial 
Intervenors 

Arkansas Electric 
Energy Consumers 

Chamber of 
Commerce 

& Electric Co 

Kansas City 
Power & Light Co 

Tucson Electric 
c o  

Louisville Gas 
& Electric Co. 

Arkansas Power 
&Light Co 

Florida Power 
cow 

Arkansas Power 
and Light Co 

Pennsylvania 
Power & Light 
c o  

Central Maine 
Power Co 

Philadelphia 
Electric Co 

Louisville Gas 
& Electric Co 

Georgia Power 
c o  

West Penn Power 
c o  

Arkansas Power & 
Light Co 

Santa Clara 
Municipal 

Forecasting 

Forecasting planning 

Revenue requirements, 
cost-otservice, forecasting, 
weather normalization 

Excess capacity, cost-of- 
service, rate design. 

Allocation of fixed costs, 
load and capacity balance, and 
reserve margin Diversification 
of utility 

Cost allocation and rate design 

Interruptible rates, excess 
capacity, and phase-in. 

Interruptible rate design 

Load and energy forecast 

Economics of completing fossil 
generating unit 

Load and energy forecasting, 
generation planning economics 

Generation planning economics, 
prudence of a pumped storage 
hydro unit 

Cost-of-service, rate design 
return multipliers 

Cost-of-service, rate design 
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6/85 84-768- WV West Virginia Monongahela Generation planning economics, 
E42T Industrial Power Co prudence of a pumped storage 

Intervenors hydro unit 

6/85 E-7 NC Carolina 
Sub 391 Industrials 

(CIGFUR Il l)  

Duke Power Co Cost-of-service, rate design, 
interruptible rate design 

NY Orange and 
Rockland 
Utilities 

Arkla, Inc 

7/85 29046 Industrial 
Energy Users 
Association 

Cost-of-service, rate design 

10185 

10185 

2/85 

3/85 

85-043-U AR Arkansas Gas 
Consumers 

Regulatory policy, gas cost-of- 
service, rate design 

Feasibility of interruptible 
rates, avoided cost. 

85-63 ME Airco Industrial 
Gases 

Central Maine 
Power Co 

Rate design. ER- NJ 
8507698 

Air Products and 
Chemicals 

Jersey Central 
Power & Light Co. 

West Penn Power Co Optimal reserve, prudence, 
off-system sales guarantee plan 

R-850220 PA West Penn Power 
Industrial 
Intervenors 

West Penn Power 
Industrial 
Intervenors 

West Penn Power Co Optimal reserve margins, 
prudence, off-system sales 
guarantee plan 

2/86 R-850220 PA 

Arkansas Electric 
Energy Consumers 

Industrial Electric 
Consumers Group 

Arkansas Power 
&Light Co 

Cost-of-service, rate design, 
revenue distribution. 

3/86 

3/86 

85-29911 AR 

85-726- OH 
ELAIR 

Ohio Power Co. Cost-of-service, rate design, 
interruptible rates. 

5/86 86-081- WV 
E-GI 

West Virginia 
Energy Users 
Group 

Monongahela Power 
co. 

Generation planning economics, 
prudence of a pumped storage 
hydro unit 

Cost-of-service, rate design, 
interruptible rates 

8/86 

10/86 

E-7 NC 
Sub 408 

Carolina Industrial 
Energy Constimers 

Duke Power Co. 

Gulf States 
Utilities 

Excess capacity, economic 
analysis of purchased power 

U-17378 LA Louisiana Public 
Service Commissian 
Staff 

12/86 38063 IN Indiana & Michigan 
Power Co 

Interruptible rates Industrial Energy 
Consumers 
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of 
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3/87 EL-86- Federal Louisiana Public Gulf States Cosffbenefit analysis of unit 
53-001 Energy Service Commission Utilities, power sales contract 
EL-86- Regulatory Staff Southem Co 
57.001 Commission 

(FERC) 

4187 U.17282 LA Louisiana Public Gulf States Load forecasting and imprudence 
Service Commission Utilities damages, River Bend Nuclear unit 
Staff 

5/87 87-023- WV 
E-C 

5187 87-072- WV 
E-GI 

5/87 86-524- WV 
E-SC 

5/87 9781 KY 

6187 36734 GA 

6/87 U-17282 LA 

7187 85-10-22 CT 

8/87 36734 GA 

9/87 R-850220 PA 

10187 R-870651 PA 

10/87 1-860025 PA 

10/87 E-0151 MN 

Airco Industrial Monongahela 
Gases Power Co 

lntenuptible rates 

West Virginia Monongahela Analyze Mon Power's fuel filing 
Energy Users' Power Co and examine the reasonableness 
Group of MP's claims 

West Virginia Monongahela 
Energy Users' Group Power Co 

Economic dispatching of 
pumped storage hydro unit 

Kentucky Industrial Louisville Gas Analysis of impact of 1986 Tax 
Energy Consumers & Electric Co Reform Act 

Georgia Public Georgia Power Co Economic prudence, evaluation 
Service Commission of Vogtle nuclear unit - load 

forecasting, planning 

Louisiana Public Gulf States Phase-in plan for River Bend 
Service Commission Utilities Nuclear unit. 
Staff 

Connecticut Connecticut Methodology for refunding 
Industrial Light & Power Co rate moderation fund 
Energy Consumers 

Georgia Public Georgia Power Co. Test year sales and revenue 
Service Commission forecast. 

West Penn Power West Penn Power Co Excess capacity, reliability 
Industrial of generating system 
Intervenors 

Duquesne 
Industrial 
Intervenors 

Pennsylvania 
Industrial 
Intervenors 

Taconite 

Duquesne Light Co Interruptible rate, cost-of- 
service, revenue allocation, 
rate design 

Proposed rules for cogeneration, 
avoided cost, rate recovery 

Minnesota Power Excess capacity, power and 
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GR-87-223 Intervenors &Light CO cost-of-service, rate design 

10/87 8702-El FL Occidental Chemical Florida Power Corp. Revenue forecasting, weather 
normalization. c o p  

12/87 87-07-01 CT Connecticut Industrial Connecticut Light Excess capacity, nuclear plant 
Energy Consumers Power Co phase-in 

3/88 10064 KY Kentucky Industrial Louisville Gas & Revenue forecast, weather 
Energy Consumers Electric Co. normalization rate treatment 

of cancelled plant 

3188 87-183-TF AR Arkansas Electric Arkansas Power & Standbylbackup electric rates 
Consumers Light Ca 

5/88 870171C001 PA GPU Industrial Metropolitan Cogeneration deferral 

cost recovery (ECR). 

6/88 870172C005 PA GPU Industrial Pennsylvania Cogeneration deferral 

cost recovery (ECR). 

Intervenors Edison Co mechanism, modification of energy 

Intervenors Electric Co mechanism, modification of energy 

7/88 88-171- OH Industrial Energy Cleveland Electric/ Financial analysislneed for 
Consumers Toledo Edison interim rate relief EL-AIR 

88-170- 
EL-AIR 
Interim Rate Case 

7/88 Appeal 19th Louisiana Public Gulf States Load forecasting, imprudence 
of PSC Judicial Service Commission Utilities damages 

Docket Circuit 
u-17282 Court of Louisiana 

11/88 R-880989 PA United States Carnegie Gas Gas cost-of-service, rate 
Steel design 

11/88 88-171- OH Industrial Energy Cleveland Electric/ Weather normalization of 
EL-AIR Consumers Toledo Edison. peak loads, excess capacity, 
88-170- General Rate Case regulatory policy 
EL-AIR 

3/89 870216/283 PA Armco Advanced West Penn Power Ca Calculated avoided capacity, 
2841286 Materials Cop., recovery of capacity payments 

Allegheny Ludlum 
COW 

8/89 8555 TX Occidental Chemical 
COP 

Houston Lighting Cost-of-service, rate design 
& Power Co 
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8/89 

9/89 

10189 

11/89 

1/90 

5/90 

6/90 

9/90 

12/90 

12/90 

12/90 

1/91 

5/9 1 

38404 

2087 

2262 

38728 

U-17282 

890366 

R-901609 

8278 

U-9346 
Rebuttal 

U-17282 
Phase IV 

90-205 

90-12-03 
Interim 

90-1 2-03 
Phase II 

GA 

NM 

NM 

IN 

LA 

PA 

PA 

MD 

MI 

LA 

ME 

CT 

CT 

Georgia Public 
Service Commission 

Georgia Power Co Revenue forecasting, weather 
normalization. 

Prudence - Palo Verde Nuclear 
Units 1 , 2  and 3, load fore- 
casting. 
Fuel adjustment clause, off- 
system sales, cost-of-service, 
rate design, marginal cost. 

Excess capacity, capacity 
equalization, jurisdictional 
cost allocation, rate design, 
interruptible rates 

Attorney General 
of New Mexico 

Public Service Co. 
of New Mexico 

Public Service Co 
of New Mexico 

New Mexico Industrial 
Energy Consumers 

Industrial Consumers 
for Fair Utility Rates 

Indiana Michigan 
Power Co 

Louisiana Public 
Service Commission 
Staff 

Gulf States 
Utilities 

Jurisdictional cost allocation, 
O&M expense analysis. 

GPU Industrial 
Intervenors 

Metropolitan 
Edison Co 

Non-utility generator cost 
recovery 

West Penn Power Co Allocation of QF demand charges 
in the fuel cost, cost-of- 
service, rate design 

Armco Advanced 
Materials Carp, 
Allegheny Ludlum 
cow 

Cost-of-service, rate design, 
revenue allocation. 

Maryland Industrial 
Group 

Baltimore Gas & 
Electric Co 

Demand-side management, 
environmental externalities 

Association of 
Businesses Advocating 
Tariff Equity 

Consumers Power 
c o  

Gulf States 
Utilities 

Revenue requirements, 
jurisdictional allocation. 

Louisiana Public 
Service Commission 
Staff 

Central Maine Power 
co. 

Investigation into 
interruptible service and rates 

Airco Industrial 
Gases 

Connecticut Industrial 
Energy Consumers 

Connecticut Light 
& Power Co 

Interim rate relief, financial 
analysis, class revenue allocation 

Connecticut Industrial 
Energy Consumers 

Connecticut Light 
& Power Co 

Revenue requirements, cost-of- 
service, rate design, demand-side 
management. 
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8/91 E-7, SUB 
SUB 487 

8341 
Phase I 

91-372 

EL-UNC 

P-910511 
P-9 1051 2 

91-231 
-E-NC 

8341 - 
Phase I1 

U-17282 

NC 

MD 

OH 

PA 

wv 

MD 

LA 

LA 

North Carolina 
Industrial 
Energy Consumers 

Westvaco Corp 

Duke Power Co Revenue requirements, cost 
allocation, rate design, demand- 
side management. 

Potomac Edison Co Cost allocation, rate design, 
1990 Clean Air Act Amendments 

819 1 

8/91 

9/91 

9/91 

10191 

10191 

Armco Steel Co , L P Cincinnati Gas & 

Electric Co 

West Penn Power Co 

Economic analysis of 

cogeneration, avoid cost rate 

Allegheny Ludlum Corp 
Armco Advanced 
Materials Co., 
The West Penn Power 
Industrial Users' Group 

Economic analysis of proposed 
CWlP Rider for 1990 Clean Air 
Act Amendments expenditures. 

West Virginia Energy 
Users' Group 

Monongahela Power 
co. 

Economic analysis of proposed 
CWlP Rider for 1990 Clean Air 
Act Amendments expenditures 

Economic analysis of proposed 
CWlP Rider for 1990 Clean Air 
Act Amendments expenditures 

Results of comprehensive 
management audit. 

Westvaco Corp Potomac Edison Co 

Louisiana Public 
Service Commission 
Staff 

Gulf States 
Utilities 

Note. No testimony 
was prefiled on this 

U-I7949 
Subdocket A 

Louisiana Public 
Service Commission 
Staff 

South Central 
Bell Telephone Co. 
and proposed merger with 
Southem Bell Telephone Co 

Analysis of South Central 
Bell's restructuring and 

11/91 

12/91 

12/91 

Armco Steel Co., 
Air Products & 
Chemicals, Inc 

Cincinnati Gas 
& Electric Co 

Rate design, interruptible 
rates. 

91-410- OH 
EL-AIR 

Armco Advanced 
Materials C o p ,  
Allegheny Ludlum Corp 

West Penn Power Co. Evaluation of appropriate 
avoided capacity costs - 
QF projects 

P-880286 PA 

1/92 C-913424 PA 

6/92 92-02-19 CT 

Duquesne Light Co Industrial interruptible rate Duquesne Interruptible 
Complainants 

Connecticut Industrial 
Energy Consumers 

Yankee Gas Co Rate design 
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8192 

8/92 

9192 

10192 

12/92 

12192 

1193 

2193 

4193 

7193 

8193 

9193 

11/93 

12193 

2437 NM New Mexico 
lndiistrial Intervenors 

Public Service Co 
of New Mexico 

Metropolitan Edison 
c o  

Indiana Michigan 
Power Co. 

Pennsylvania 
Electric Co 

Cost-of-service 

R-00922314 PA GPU Industrial 
Intervenors 

Cost-of-service, rate 
design, energy cost rate 

Cost-of-service, rate design, 
energy cost rate, rate treatment. 

Cost-of-service, rate design, 
energy cost rate, rate treatment 

39314 ID Industrial Consumers 
for Fair Utility Rates 

M-00920312 PA 
C-007 

The GPU Industrial 
Intervenors 

Management audit 11-17949 LA Louisiana Public 
Service Commission 

Staff 
A n c o  Advanced 

Materials Co 
The WPP Industrial 
Intervenors 

South Central Bell 
c o  

West Penn Power Co Cost-of-sewice, rate design, 
energy cost rate, SO2 allowance 
rate treatment 

Electric cost-of-sewice and 
rate design, gas rate design 
(flexible rates) 

Interruptible rates 

8487 MD The Maryland 
industrial Grow 

Baltimore Gas & 
Electric Co 

Northem States 
Power Co 

Gulf States 
UtilitiesEnterg y 
agreement 

E0021GR- MN 
92-1185 

North Star Steel Co 
Praxair, Inc 

Louisiana Public 
Service Cornmission 
Staff 

Merger of GSU into Entergy 
System, impact on system 

EC92 Federal 
21000 Energy 
ER92-806- 
000 
(Rebuttal) 

93-0114- 
E-C 

930759-EG 

M-009 
30406 

346 

U-17735 

Regulatory 
commission 

wv 

FL 

PA 

KY 

LA 

Airco Gases Monongahela Power 
c o  

Interruptible rates 

Generic - Electric 
Utilities 

Cost recovery and allocation 
of DSM costs 

Florida Industrial 
Power Users' Group 

Lehigh Valley 
Power Committee 

Pennsylvania Power 
&Light Co 

Ratemaking treatment of 
off-system sales revenues 

Generic - Gas 
Utilities 

Allocation of gas pipeline 
transition costs - FERC Order 636 

Kentucky Industrial 
Utility Customers 

Louisiana Public 
Service Commission 
Staff 

Cajun Electric 
Power Cooperative 

Nuclear plant prudence, 
forecasting, excess capacity 
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4194 

5194 

7/94 

7194 

8/94 

9/94 

9/94 

9194 

10194 

11/94 

2195 

4/95 

E-0 151 MN 
GR-94-001 

Large Power Intervenors Minnesota Power 
c o  

Cost allocation, rate design, 
rate phase-in plan 

Louisiana Public 
Service Commission 

Louisiana Power & 
Light Co. 

Analysis of least cost 
integrated resource plan and 
demand-side management program. 

U-20178 LA 

R-00942986 PA West Penn Power Co Cost-of-service, allocation of 
rate increase, rate design, 
emission allowance sales, and 
operations and maintenance expense 

Armca, Inc ; 
West Penn Power 
Industrial Intervenors 

Monongahela Power 
co  

Cost-of-service, allocation of 
rate increase, and rate design 

94-0035- WV 
E42T 

West Virginia 
Energy llsers Group 

Louisiana Public 
Service Commission 

EC94 Federal 
13-000 Energy 

Regulatory 
Commission 

R-00943 PA 
081 

R-00943 
081 COOOl 

Gulf States 
UtilitieslEntergy 

Analysis of extended reserve 
shutdown units and violation of 
system agreement by Entergy. 

Lehigh Valley 
Power Committee 

Pennsylvania Public 
Utility Cornmission 

Analysis of interruptible rate 
terms and conditions, availability 

Louisiana Public 
Service Commission 

Cajun Electric 
Power Cooperative 

Evaluation of appropriate avoided 
cost rate. 

U-17735 LA 

U-19904 LA Louisiana Public 
Service Commission 

Gulf Stat= 
Utilities 

Revenue requirements 

Proposals to address competition 
in telecommunication markets 

5258.U GA Georgia Public 
Service Commission 

Southem Bell 
Telephone & 
Telegraph Co 

Merger economics, transmission 
equalization hold harmless 
proposals. 

Interruptible rates, 
cost-of-service. 

EC94-7-000 FERC 
ER94-898-000 

Louisiana Public 
Service Commission 

El Paso Electric 
and Central and 
Southwest 

941430EG CQ CF&I Steel, L P Public Service 
Company of 
Colorado 

Cost-of-service, allocation of 
rate increase, rate design, 
interruptible rates 

R-00943271 PA PP&L Industrial 
Customer Alliance 

Pennsylvania Power 
&Light Co 

6/95 C-00913424 PA 
C-00946104 

Duquesne Interruptible 
Complainants 

Duquesne Light Co Interruptible rates 
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Open Access Transmission 
Tariffs - Wholesale 

8/95 ER95-112 FERC Louisiana Public Entergy Services, 
-000 Service Commission Inc 

Nuclear decommissioning, 
revenue requirements, 
capital structure 

Nuclear decommissioning, 
revenue requirements 

10/95 U-21485 LA Louisiana Public Gulf States 
Service Commission Utilities Company 

System Energy 
Resources, Inc 

10195 ER95-1042 FERC Louisiana Public 
-000 Service Commission 

10195 U-21485 LA Louisiana Public 
Service Commission 

Gulf States 
Utilities Co 

Nuclear decommissioning and 
cost of debt capital, capital 
structure 

11/95 1-940032 PA Industrial Energy 

Pennsylvania 

7/96 U-21496 LA Louisiana Public 

Consumers of 

Service Commission 

State-wide - 
all utilities 

Retail competition issues 

Central Louisiana 
Electric Co. 

Revenue requirement 
analysis 

7/96 8725 MD Maryland Industrial 
Group 

Baltimore Gas & 
Elec Co , Potomac 
Elec Power Co., 
Constellation Energy 
CO 

Ratemaking issues 
associated with a Merger 

8/96 U-17735 LA Louisiana Public 
Service Commission 

Cajun Electric 
Power Cooperative 

Revenue requirements 

9/96 U-22092 LA Louisiana Public 
Service Commission 

Entergy Gulf 
States. Inc 

Decommissioning, weather 
normalization, capital 
structure. 

2/97 R-973877 PA Philadelphia Area 
Industrial Energy 
Users Group 

PECO Energy Co. Competitive restructuring 
policy issues, stranded cost, 
transition charges. 

6/97 Civil US Bank- Louisiana Public 
Action ruptcy Service Commission 
No court 
94-1 1474 Middle District 

of Louisiana 

Cajun Electric 
Power Cooperative 

Confirmation of reorganization 
plan; analysis of rate paths 
produced by competing plans 

Philadelphia Area 
Industrial Energy 
Users Group 

PECO Energy Co 

Generic 

Retail competition issues, rate 
unbundling, stranded cost 
analysis 

6/97 R-973953 PA 

Maryland Industrial 
Group 

Retail cornpetition issues 6/97 8738 MD 
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7/97 R-973954 PA PP&L Industrial Pennsylvania Power Retail competition issues, rate 
Customer Alliance &Light Co unbundling, stranded cost analysis 

10/97 97-204 KY Alcan Aluminum Cop Big River Analysis of cost of service issues 
Southwire Co Electric Corp - Big Rivers Restructuring Plan 

10/97 R-974008 PA Metropolitan Edison Metropolitan Edison Retail competition issues, rate 
Industrial Users c o  unbundling, stranded cost analysis 

10/97 R-974009 PA Pennsylvania Electric Pennsylvania Retail competition issues, rate 
Industrial Customer Electric Co. unbundling, stranded cost analysis 

11/97 U-22491 LA Louisiana Public Entergy Gulf Decommissioning, weather 
Service Commission States, Inc. normalization, capital 

structure. 

11/97 P-971265 PA Philadelphia Area Enron Energy Analysis of Retail 
Industrial Energy Services Power, Inc / Restructuring Proposal 
Users Group PECO Energy 

12/97 R-973981 PA West Penn Power West Penn Retail competition issues, rate 
Industrial Intervenors Power Co unbundling, stranded cost 

analysis 
12/97 R-974104 PA Duquesne Industrial Duquesne Retail competition issues, rate 

Intervenors Light Co unbundling, stranded cost 
analysis. 

3/98 U-22092 LA Louisiana Public Gulf States Retail competition, stranded 
(Allocated Stranded Service Commission Utilities Co cost quantification. 
Cost Issues) 

3/98 U-22092 Louisiana Public Gulf States Stranded cost quantification, 
Service Commission Utilities, Inc restructuring issues 

9/98 U-17735 Louisiana Public Cajun Electric Revenue requirements analysis, 
Service Commission Power Cooperative, weather normalization 

Inc 

12/98 8794 MD Maryland Industrial Baltimore Gas Electric utility restructuring, 
Group and and Electric Co stranded cost recovery, rate 
Millennium Inorganic unbundling 
Chemicals Inc 

12/98 U-23358 LA Louisiana Public Entergy Gulf Nuclear decommissioning, weather 
Service Commission States, Inc normalization, Entergy System 

Agreement 

5/99 EC-98- FERC Louisiana Public American Electric Merger issues related to 
(Cross- 40-000 Service Cornmission Power Co & Central market power mitigation proposals 
Answering Testimony) South West Corp 
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5/99 98-426 
(Response 
Testimony) 

KY 

wv 

CT 

us. 

Kentucky Industrial 
Utility Customers, Inc 

Louisville Gas 
& Electric Co 

Performance based regulation, 
settlement proposal issues, 
cross-subsidies between electric 
gas services. 

6/99 

7/99 

7/99 

7/99 

10199 

12/99 

03/00 

03/00 

98-0452 

99-03-35 

Adversary 

West Virginia Energy 
Users Group 

Appalachian Power, 
Monongahela Power, 
& Potomac Edison 
Companies 

Electric utility restructuring, 
stranded cost recovery, rate 
unbundling 

Connecticut Industrial 
\Energy Consumers 

United Illuminating 
Company 

Electric utility restructuring, 
stranded cost recovery, rate 
unbundling. 

Louisiana Public 
Service commission 

Cajun Electric 
Power Cooperative 

Motion to dissolve 
preliminary injunction Proceeding Bankruptcy 

NO 98-1065 Court 

99-03-06 

U-24 182 

U-17735 

U-17735 

99-1658- 
EL-ETP 

CT 

LA 

LA 

LA 

OH 

Connecticut Industrial 
Energy Consumers 

Connecticut Light 
& Power Co 

Electric utility restructuring, 
stranded cost recovery, rate 
unbundling 

Louisiana Public 
Service Commission 

Entergy Gulf 
States, Inc 

Nuclear decommissioning, weather 
normalization, Entergy System 
Agreement. 

Louisiana Public 
Service Commission 

Cajun Electric 
Power Cooperative, 
Inc. 

Ananlysi of Proposed 
Contract Rates, Market Rates 

Louisiana Public 
Service Commission 

Cajun Electric 
Power Cooperative, 
Inc 

Evaluation of Cooperative 
Power Contract Elections 

AK Steel Corporation Cincinnati Gas & 
Electric Co. 

Electric utility restructuring, 
stranded cost recovery, rate 
Unbundling 
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08/00 

08/00 

10/00 

12/00 

12/00 

0410 1 

10/01 

11/01 

11/01 

03/02 

06/02 

07/02 

98-0452 WVA West Virginia Appalachian Power Co Electric utility restructuring 
E-GI Energy Users Group American Electric Co rate unbundling 

00-1050 WVA West Virginia Mon Power Co. Electric utility restructuring 
E-T Energy Users Group Potomac Edison Co rate unbundling 
00-1051-E-T 

SOAH473- TX The Dallas-Fort Worth TXU, Inc. 
00-1020 Hospital Council and 
PUC 2234 The Coalition of 

Independent Colleges 
And Universities 

Electric utility restructuring 
rate unbundling 

U-24993 LA Louisiana Public 
Service Commission 

EL00-66- LA Louisiana Public 
000 & ERfl0-2854 Service Commission 
EL95-33-002 

1121453, LA Louisiana Public 
U-20925, Service Commission 
u-22092 
(Subdocket B) 
Addressing Contested Issues 

14000-U GA Georgia Public 
Service Commission 
Adversary Staff 

U-25687 LA Louisiana Public 
Service Commission 

U-25965 LA Louisiana Public 
Service Commission 

001148-El FL South Florida Hospital 
and Healthcare Assoc. 

U-25965 LA Louisiana Public 
Service Commission 

(1-21453 LA Louisiana Public 
Service Commission 

Entergy Gulf Nuclear decommissioning, 
States, Inc revenue requirements 

Entergy Services Inc Inter-Company System 
Agreement: Modifications for 
retail competition, interruptible load 

Entergy Gulf 
States, Inc Texas Restructuring Plan 

Jurisdictional Business Separation - 

Georgia Power Co Test year revenue forecast 

Entergy Gulf 
States, Inc 

Generic 

Florida Power & 
Light Company 

Entergy Gulf States 
Entergy Louisiana 

SINEPCO, A€P 

Nuclear decommissioning requirements 
transmission revenues 

Independent Transmission Company 
('Transco"). RTQ rate design. 

Retail cost of service, rate 
design, resource planning and 
demand side management. 

RTQ ISSLI~S 

JudsdkthaI Business Sep - 
Texas Restructuring Plan 

J. mNNEDY AND ASSOCIATES, INC. 
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Date Case Jurisdic 

08/02 

08/02 

11/02 

01/03 

02/03 

04/03 

11/03 

11/03 

12/03 

0 1/04 

02/04 

03/04 

U-25888 LA Louisiana Public 
Service Commission 

Entergy Louisiana, lnc. 
Entergy Gulf States, Inc 

Modifications to the Inter- 
Company System Agreement, 
Production Cost Equalization. 

Modifications to the Inter- 
Company System Agreement, 
Production Cost Equalization 

ELO1- FERC 
88-000 

Louisiana Public 
Service Commission 

Entergy Services Inc 
and the Entergy 
Operating Companies 

Public Service Co of 
Colorado 

Fuel Adjustment Clause 02s-315EG CO CF&I Steel &Climax 
Molybdenum Co 

U-17735 LA 

02s-594E CO 

Louisiana Public 
Service Commission 

Louisiana Coops Contract Issues 

Cripple Creek and 
Victor Gold Mining Co. 

Aquila, Inc Revenue requirements, 
purchased power. 

U-26527 LA Louisiana Public 
Service Commission 

Entergy Gulf States, Inc Weather normatizafion, power 
purchase expenses, System 
Agreement expenses. 

ER03-753-000 FERC Louisiana Public 
Service Commission 
Staff 

Entergy Services, Inc 
and the Entergy Operating 
Companies 

Proposed modifications to 
System Agreement Tariff MSS-4. 

ER03-583-000 FERC 
ER03-583-001 
ER03-583-002 

ER03-681-000, 
ER03-681-001 

ER03-682-000, 
ER03-682-001 
ER03-682-002 

U-27136 LA 

Louisiana Public 
Service Commission 

Entergy Services, Inc , 
the Entergy Operating 
Companies, EWQ Market. 
Ing, L P, and Entergy 
Power, Inc 

Evaluation of Wholesale Purchased 
Power Contracts 

Entergy Louisiana, Inc Evaluation of Wholesale Purchased 
Power Contracts 

Louisiana Public 
Service Commission 

E-01345- AZ 
03-0437 

00032071 PA 

Kroger Company Arizona Public Service Co. Revenue allocation rate design 

Duquesne Industrial 
Intervenors 

Duquesne Light Company Provider of last resort issues 

Public Service Company 
of Colorado 

Purchased Power Adjustment Clause 03A436E CO CF&I Steel, LP and 
Climax Molybedenum 

J. KENNEDY AND ASSOCIATES, INC. 
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Louisville Gas & Electric Co 
Kentucky Utilities Co 

Cost of Service Rate Design 04/04 

0-6/04 

06/04 

10104 

03/05 

06/05 

07/05 

09/05 

01/06 

03/06 

04/06 

06/06 

06/06 

07/06 

2003-00433 KY 
2003-00434 

03s-539E CO 

R-00049255 PA 

04s-164E CO 

CaseNo KY 

Case No 
2004-00426 

2004-00421 

050045-El FL 

U-28155 LA 

CaseNos WVA 
05-0402-E-CN 
05-0750-E-PC 

2005-0034 1 KY 

u-22092 LA 

U-25116 LA 

R-00061346 PA 
COOOI-0005 

R-00061366 
R-00061367 
P-00062213 
P-00062214 

u-22092 LA 
S h - J  

Kentucky Industrial Utility 
Customers, Inc 

Cripple Creek, Victor Gold 
Mining Co , Goodrich Corp, 
Holcim (U S ,), Inc , and 
The Trane Co 

Aquila, Inc Cost of Service, Rate Design 
Interruptible Rates 

PP&L Industrial Customer 
Alliance PPLICA 

PPL Electric Utilities Corp. Cost of service, rate design, 
tariff issues and transmission 
service charge 

Cost of service, rate design, 
Interruptible Rates 

CF&I Steel Company, Climax 
Mines 

Public Service Company 
of Colorado 

Kentucky Industrial 
Utility Customers, Inc 

Kentucky Utilities 
Louisville Gas & Electric Co 

Environmental cost recovery 

South Florida Hospital 
and Healthcare Assoc 

Florida Power & 
Light Company 

Retail cost of service, rate 
design 

Louisiana Public 
Service Commission Staff 

Entergy Louisiana, Inc 
Entergy Gulf States, Inc. 

Independent Coordinator of 
Transmission - Cost/ Benefit 

West Virginia Energy 
Users Grow 

Mon Power Co 
Potomac Edison Co 

Environmental cost recovery, 
Securitization, Financing Order 

Kentucky Industrial 
Utility Customers, Inc 

Louisiana Public Service 
Commission Staff 

Kentucky Power Company Cost of service, rate design, 
transmission expenses Congestion 
Cost Recovery Mechanism 
Separation of EGSl into Texas and 
Louisiana Companies 

Entergy Gulf States, Inc 

Louisiana Public Service 
Commission Staff 

Entergy Louisiana, Inc Transmission Prudence Investigation 

Duquesne Industrial 
Intervenors & IECPA 

Duquesne Light Co Cost of Service, Rate Design, Transmission 
Service Charge, Tariff Issues 

Generation Rate Cap, Transmission Service 
Charge, Cost of Service, Rate Design, Tariff 
Issues 

Metropolitan Edison Co. 
Pennsylvania Electric Co 

Met-Ed Industrial Energy 
Users Group and Penelec 
Industrial Ciistomer 
Alliance 

Separation of EGSl into Texas and 
Louisiana Companies 

Louisiana Public Service 
Commission Staff 

Entergy Gulf States, Inc 

J. KENNEDY AND ASSOCIATES, INC. 
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Kentucky Utilities 
Louisville Gas & Electric Co 

Environmental cost recovery 07/06 CaseNo. KY Kentucky Industrial 
2006-00130 
Case No. 
2006-00129 

Utility Customers, Inc 

Cost Allocation, Allocation of Rev Incr, 
Off-System Sales margin rate treatment 

08/06 

09/06 

11/06 

01/07 

03/07 

05/07 

05/07 

06/07 

07/07 

09/07 

11/07 

1/08 

1/08 

2/08 

2/08 

CaseNo. VA 
PUE-2006-00065 

Old Dominion Committee 
For Fair Utility Rates 

Appalachian Power Co 

Arizona Public Service Co Revenue alllocation, cost of service, 
rate design 

E-01345A- AZ 
05-0816 

Kroger Company 

Connecticut Industrial 
Energy Consumers 

West Virginia Energy 
Users Group 

Connecticut Light & Power 
United llliiminating 

Mon Power Co 
Potomac Edison Co 

Entergy Gulf States, Inc. 
Entergy Louisiana, LLC 

Ohio Power, Columbus 
Southem Power 

PPL Electric Utilities Corp 

Rate unbundling issues Doc.No. CT 
97-01 -1 5RE02 

CaseNo WV 
06-0960-E-22T 

Retail Cost of Service 
Revenue apportionment 

Implementation of FERC Decision 
Jurisdictional & Rate Class Allocation 

U-29764 LA Louisiana Public Service 
Commission Staff 

Environmental Surcharge Rate Design CaseNo OH 
07-63-EL-UNC 

Ohio Energy Group 

R-00049255 PA 
Remand 

PP&L Industrial Customer 
Alliance PPLICA 

Cost of service, rate design, 
tariff issues and transmission 
service charge. 

R-00072155 PA PP&L Industrial Customer 
Alliance PPLICA 

PPL Electric Utilities Corp. Cost of service, rate design, 
tariff iss~ies. 

Grand Valley Power Coop Distribution Line Cost Allocation Doc No CO 
07F-037E 

Gateway Canyons LLC 

Wisconsin Industrial 
Energy Group, Inc 

Wisconsin Electric Power Co Cost of Service, rate design, tariff 
Issues, Interruptible rates 

Proposed modifications to 
System Agreement Schedule MSS-3 
Cost functionalization issues 

Doc. No. WI 
05-UR-103 

ER07-682-000 FERC Louisiana Public 
Service Commission 
Staff 

Entergy Services, Inc. 
and the Entergy Operating 
Companies 

Rocky Mountain Power 
(PacifiCorp) 

Ohio Edison, Toledo Edison 
Cleveland Electric Illuminating 

Vintage Pricing, Marginal Cost Pricing 
Projected Test Year 

Doc No WY 
20000-277-ER-07 

Cimarex Energy Company 

Class Cost of Service, Rate Restructuring, 
Apportionment of Revenue Increase to 
Rate Schedules 
Entergy’s Compliance Filing 
System Agreement Bandwidth 

Calculations 

CaseNo. OH 
07-55 1 

Ohio Energy Group 

ER07-956 FERC Louisiana Public 
Service Commission 
Staff 

Entergy Services, Inc. 
and the Entergy Operating 
Companies 

DocNo PA 
P-00072342 

West Penn Power 
Industrial Intervenors 

West Penn Power Co Default Service Plan issues 

J. KENNEDY AND ASSOCIATES, INC. 
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Tucson Electric Power Co Cost of Service, Rate Design 3/08 

05/08 

6/08 

7/08 

08/08 

09/08 

09/08 

09/08 

09/08 

10/08 

11/08 

11/08 

01/09 

01109 

02109 

DocNo AZ 
E-01933A-05-0650 

Kroger Company 

08-0278 WV 
E-GI 

West Virginia 
Energy Users Group 

Ohio Energy Group 

Appalachian Power Co 
American Electric Power Co Analysis 

Expanded Net Energy Cost "ENEC 

CaseNo. OH 
08-124-EL-ATA 

Ohio Edison, Toledo Edison 
Cleveland Electric Illuminating 

Recovery of Deferred Fuel Cost 

Docket No UT 

Doc. No. WI 
07-035-93 

6660-UR-116 

Kroger Company 

Wisconsin Industrial 
Energy Group, inc 

Wisconsin Industrial 
Energy Group, Inc 

Ohio Energy Group 

Rocky Mountain Power Co. Cost of Service, Rate Design 

Cost of Service, rate design, tariff 
issues, Interruptible rates 

Cost of Service, rate design, tariff 
Issues, lntermptible rates 

Provider of Last Resort Competitive 
Solicitation 

Provider of Last Resort Rate 
Plan 

Provider of Last Resort Rate 
Plan 

Wisconsin Power 
and Light Co 

Wisconsin Public 
Service Ca 

Doc No. WI 
6690-UR-119 

Case No OH 
08-936-EL-SSO 

Ohio Edison, Toledo Edison 
Cleveland Electric Illuminating 

Ohio Edison, Toledo Edison 
Cleveland Electric Illuminating 

Ohio Power Company 
Columbus Southern Power Co 

Case No OH 
08-935-EL-SSO 

Ohio Energy Group 

Case No OH 
08-917-EL-SSO 
08-918-EL-SSO 

Ohio Energy Group 

2008-00251 KY 
2008-00252 

Kentucky Industrial Utility 
Customers, Inc 

West Virginia 
Energy Users Group 

Met-Ed Industrial Energy 
Users Group and Penelec 
Industrial Customer 
Alliance 

Louisiana Public 
Service Commission 

Louisville Gas & Electric Co 
Kentucky Utilities Co. 

Cost of Service, Rate Design 

08-1511 WV 
E-GI 

Mon Power Co. 
Potomac Edison Co 

Expanded Net Energy Cost"ENEC 
Analysis 

Transmission Service Charge Metropolitan Edison Co 
Pennsylvania Electric Co 

M-2008- PA 
2036188, M- 
2008-20361 97 

Entergy's Compliance Filing 
System Agreement Bandwidth 
C a I c u I a t i o n s 

ER08-1056 FERC Entergy Services, Inc. 
and the Entergy Operating 
Companies 

Cost of Service, Rate Design E-01345A- AZ 
08-0172 

Kroger Company Arizona Public Service Co 

2008-00409 KY Kentucky Industrial Utility 
Customers, Inc 

East Kentucky Pawei 
Cooperative, Inc. 

Cost of Service, Rate Design 

J. KIENN'EDY AND ASSOCIATES, TNC. 
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Transmission Cost Recovery 
Rider 

5/09 

5/09 

6/09 

6/09 

7/09 

8/09 

9109 

9/09 

9/09 

10109 

10109 

11/09 

11/09 

12/09 

12/09 

12/09 

PUE-2009 VA 
-00018 

09-0 177- WV 
E-GI 

PUE-2009 VA 
-00016 

PUE-2009 VA 
-00038 

080677-El FL 

VA Committee For 
Fair Utility Rates 

Dominion Virginia 
Power Company 

Appalachian Power 
Company 

Dominion Virginia 
Power Company 

Expanded Net Energy Cost 
"ENEC Analysis 

West Virginia Energy 
Users Group 

VA Committee For 
Fair Utility Rates 

Fuel Cost Recovery 
Rider 

Old Dominion Committee 
For Fair Utility Rates 

Appalachian Power 
Company 

Fuel Cost Recovery 
Rider 

Retail cost of service, rate 
design 

South Florida Hospital 
and Healthcare Assoc 

Florida Power & 
Light Company 

Entergy Louisiana 
LLC 

Interruptible Rate Refund 
Settlement 

U-20925 LA 
(RRF 2004) 

09AL-299E CO 

Louisiana Public Service 
Commission Staff 

CF&I Steel Company 
Climax Molybdenum 

Public Service Company 
of Colorado 

Energy Cost Rate issues 

Cost of Service, rate design, tariff 
Issues, Interruptible rates 

Doc. No WI 
05-UR-104 

Doc. No WI 
6680-UR-117 

DocketNo. UT 
09-035-23 

09AL-299E CO 

Wisconsin Industrial 
Energy Group, Inc 

Wisconsin Industrial 
Energy Group, Inc 

Wisconsin Electric Power Co 

Wisconsin Power 
and Light Co 

Rocky Mountain Power Co 

Cost of Service, rate design, tariff 
Issues, Interruptible rates. 

Cost of Service. Allocation of Rev Increase Kroger Company 

CF&I Steel Company 
Climax Molybdenum 

Public Service Company 
of Colorado 

Cost of Service, Rate Design 

PUE-2009 VA 
-00019 

09-1485 WV 
E-P 

Case No OH 
09-906-EL-SSO 

ER09-1224 FERC 

VA Committee For 
Fair Utility Rates 

Dominion Virginia 
Power Company 

Cost of Service, Rate Design 

Expanded Net Energy Cost "ENEC 
Analysis 

West Virginia 
Energy Users Group 

Ohio Energy Group 

Mon Power Co 
Potomac Edison Co 

Ohio Edison, Toledo Edison 
Cleveland Electric Illuminating 

Provider of Last Resort Rate 
Plan 

Louisiana Public 
Service Commission 

Entergy Services, Inc 
and the Entergy Operating 
Companies 

Entergy's Compliance Filing 
System Agreement Bandwidth 
Calculations 

CaseNo VA 
PUE-2009-00030 

Old Dominion Committee 
For Fair Utility Rates 

Appalachian Power Co Cost Allocation, Allocation of Rev Increase, 
Rate Design 

J. mNNEDY AND ASSOCIATES, INC. 
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Rocky Mountain Power Co Rate Design 211 0 

3/10 

3110 

4/10 

411 0 

4/10 

711 0 

09/10 

09/10 

11/10 

11/10 

1211 0 

12/10 

311 1 

511 1 

611 1 

611 1 

DocketNo UT 
09-035-23 

CaseNo WV 
09-1 352-E-42.T 

E0151 MN 
GR-09-1151 

EL09-61 FERC 

2009-00459 KY 

2009-00548 KY 
2009-00549 

R-2010- PA 
2161575 

2010-00167 KY 

10M-245E CO 

10-0699- WV 
E-42T 

Doc No. WI 
4220-UR-116 

10A-554EG CO 

10-2586-EL- OH 
sso 
20000-384- WY 
ER-10 

201 1-00036 KY 

DocketNo UT 
10-035-1 24 

PUE-2011 VA 
-00045 

Kroger Company 

West Virginia Energy 
Users Group 

Mon Power Co 
Potomac Edison Co. 

Retail Cost of Service 
Revenue apportionment 

Large Power Intervenors Minnesota Power Co Cost of Service, rate design 

Louisiana Public Service 
Service Commission 

Entergy Services, lnc 
and the Entergy Operating 
Companies 

System Agreement Issues 
Related to off-system sales 

Cost of service, rate design, 
transmission expenses 

Cost of Service, Rate Design 

Kentucky Industrial 
Utility Customers, Inc 

Kentucky Industrial Utility 
Customers, Inc 

Kentucky Power Company 

Louisville Gas & Electric Co 
Kentucky lltilities Co 

Philadelphia Area Industrial 
Energy Users Group 

PECO Energy Company Cost of Service, Rate Design 

Kentucky Industrial Utility 
Customers. Inc. 

East Kentucky Power 
Cooperative, Inc 

Cost of Service, Rate Design 

Economic Impact of Clean Air Act CF&I Steel Company 
Climax Molybdenum 

West Virginia Energy 
Users Group 

Public Service Company 
of Colorado 

Appalachian Power 
Company 

Cost of Service, Rate Design, 
Transmission Rider 

Wisconsin Industrial 
Energy Group, Inc 

CF&I Steel Company 
Climax Molybdenum 

Northern States Power 
Co Wisconsin 

Cost of Service, rate design 

Public Service Company Demand Side Management 
Issues 

Provider of Last Resort Rate Plan 
Electric Security Plan 

Electric Cost of Service, Revenue 
Apportionment, Rate Design 

Cost of Service, Rate Design 

Ohio Energy Group Duke Energy Ohio 

Wyoming Industrial Energy 
Consumers 

Rocky Mountain Power 
Wyoming 

Big Rivers Electric 
Corporation 

Kentucky Industrial Utility 
Customers, Inc 

Kroger Company Rocky Mountain Power Co. Class Cost of Service 

VA Committee For 
Fair lltility Rates 

Dominion Virginia 
Power Company 

Fuel Cost Recovery Rider 

J. KENNEDY AND ASSOCIATES, TNC. 
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0711 1 

0711 1 

0811 1 

0911 1 

0911 1 

10/11 

1111 1 

11111 

12/11 

3112 

4112 

511 2 

6112 

6/12 

611 2 

6112 

U-29764 LA 

Case Nos OH 
11-346.EL-SSO 
11 -348-EL-SSO 

PUE-2011- VA 
00034 

2011-00161 KY 
20 1 1-00162 

Case Nos OH 
11-346-EL-SSO 
11-348-EL-SSO 

11-0452 WV 
E-P-T 

11-1272 WV 
E-P 

E-01345A- AZ 
11-0224 

E-01345A- AZ 
11-0224 

CaseNo KY 
2011-00401 

201 1-00036 KY 
Rehearing Case 

2011-346 OH 
2011-348 

PUE-2012 VA 
-00051 

12-00012 TN 
12-00026 

DocketNo UT 
11-035-200 

12-0275- WV 
E-GLEE 

Louisiana Public Selvice 
Commission Staff 

Entergy Gulf States, Inc 
Entergy Louisiana, LLC 

Entergy System Agreement ~ Successor 
Agreement, Revisions, RTQ Day 2 Market 
Issues 

Ohio Energy Group Ohio Power Company 
Columbus Southem Power Co 

Electric Security Rate Plan, 
Provider of Last Resort Issues 

Old Dominion Committee 
For Fair Utility Rates 

Kentucky Industrial Utility 

Appalachian Power Co Cost Allocation, Rate Recovery 
of RPS Costs 

Louisville Gas & Electric Co 
Kentucky Utilities Company 

Ohio Power Company 
Columbus Southem Power Co 

Environmental Cost Recovery 

Ohio Energy Group Electric Security Rate Plan, 
Stipulation Support Testimony 

West Virginia 
Energy Users Group 

West Virginia 
Energy Users Group 

Kroger Company 

Mon Power Co. 
Potomac Edison Co 

Mon Power Co 
Potomac Edison Co 

Arizona Public Service Co 

Energy Eficiency/Demand Reduction 
Cost Recovery 

Expanded Net Energy Cost "ENEC 
Analysis 

Decoupling 

Kroger Company Arizona Public Service Co Cost of Service, Rate Design 

Kentucky Industrial Utility 
Consumers 

Kentucky Industrial Utility 
Customers, Inc 

Ohio Energy Group 

Kentucky Power Company Environmental Cost Recovery 

Big Rivers Electric 
Corporation 

Cost of Service, Rate Design 

Ohio Power Company Electric Security Rate Plan 
Interruptible Rate Issues 

Fuel Cost Recovery 
Rider 

Demand Response Programs 

Old Dominion Commitlee 
For Fair Utility Rates 

Appalachian Power 
Company 

Eastman Chemical Co Kingsport Power 
Air Products and Chemicals, Inc 

Kroger Company 

Company 

Rocky Mountain Power Co Class Cost of Service 

West Virginia Energy Appalachian Power 
Users Group Company 

Energy Efficiency Rider 

J. IUENNEDY AND ASSOCIATES, INC. 
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6/12 12-0399- W West Virginia Energy Appalachian Power Expanded Net Energy Cost (“ENEC) 
E-P Users Group Company 

7/12 120015-El FL South Florida Hospital Florida Power & Retail cost of service, rate 
and Healthrare Assoc. Light Company design 

J. mNNEDY AND ASSOCIATES, INC. 
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COMMONWEALTH OF KENTUCKY 
BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter o f  

Application of Big Rivers Electric Corporation for Approval 
of its 2012 Environmental Compliance Plan, Approval of its 
Amended Environmental Cost Recovery Surcharge Tariffs, 
and for the Certificates of Public Convenience and Necessity, 

) 
) CASE NO. 2012-00063 
) 
) 

and the Authority to Establish a Regulatory Account ) 

BEN TAYLOR AND SIERRA CLUB’S REQUEST FOR 
INFORMATION T O  KENTUCKY INDUSTRIAL, UTILITY CUSTOMERS 

Intervenors Ben Taylor and Sierra Club (collectively “Movants”), pursuant to the 

Kentucky Public Service Commission’s (“Commission”) Orders of April 30, June 19, and July 

19, 2012, propound the following requests for information on the Kentucky Industrial Utility 

Customers (“KIUC”) regarding Big Rivers Electric Corporation’s application for certificates of 

public convenience and necessity and approval of its 20 I2  compliance plan that is the subject of 

the above captioned proceeding. 

KIUC shall answer these requests for information in the manner set forth in the April 30 

Order and by no later than the August 6,2012 deadline set forth in the Appendix of the June 19 

Order. Please produce the requested documents in electronic format at the offices of Sierra Club, 

85 Second Street, Znd Floor, San Francisco, CA 94105 or at such other location as may be 

mutually agreed upon between counsel of record. 

Intervenors reserve the right to serve supplemental, revised, or additional discovery 

requests as permitted in this proceeding. 



DEFINITIONS 

“CCR” means coal combustion residuals 

“Company” refers to Big Rivers Electric Cooperative, and its affiliates, employees, and 

authorized agents. 

“CPCN” means certificate of public convenience and necessity 

“FGD” means flue gas desulfurization 

“Hg” means mercury 

“NAAQS” means National Ambient Air Quality Standards 

“NOx” means nitrogen oxides 

“NPV” means net present value 

“NPVRR” means net present value of revenue requirements 

“O&M” means operation and maintenance 

“SCR’ means selective catalytic reduction technology 

“SO2” means sulfur dioxide 

“3 16(b)” refers to Section 3 16(b) of the Clean Water Act 

PRIVILEGE OR CONFIDENTIALIITY 

If you claim a privilege including, but not limited to, the attorney-client privilege or the 

work product doctrine, as grounds for not k l ly  and completely responding to any interrogatory 

or request for production, describe the basis for your claim of privilege in sufficient detail so as 

to permit the Commission to adjudicate the validity of the claim if called upon to do so. With 

respect to documents for which a privilege is claimed, produce a “privilege log” that identifies 

the author, recipient, date and subject matter of the documents or interrogatory answers for 



which you are asserting a claim of privilege and any other information pertinent to the claim that 

2012 2013 20 14 2015 2016 2017 2018 2019 

Wilson FGD $1.78 $27.73 $56.19 $49.50 $7.41 $0.00 $0.00 $0.00 

Green 2 SCR $0.99 $20.09 $44.95 $16.64 $0.00 $0.00 $0.00 $0.00 

HMPL I SO2 (Gross) $0.15 $1.13 $1.57 $0.35 $0.00 $0.00 $0.00 $0.00 

HMPL 2 SO2 (Gross) $0.15 $1.13 $1.57 $0.35 $0.00 $0.00 $0.00 $0.00 

Reid 1 NG $0.10 $1.11 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 

Wilson Hg $0.00 $1.21 $4.90 $5.45 $0.00 $0.00 $0.00 $0.00 

Green 1 Hg $0.00 $0.60 $4.09 $4.82 $0.00 $0.00 $0.00 $0.00 

Green 2 Hg $0.00 $0.60 $4.09 $4.82 $0.00 $0.00 $0.00 $0.00 

Coleman 1 Hg $0.00 $0.40 $4.90 $4.45 $0.00 $0.00 $0.00 $0.00 

Coleman 2 Hg $0.00 $0.40 $4.90 $4.45 $0.00 $0.00 $0.00 $0.00 

Coleman 3 Hg $0.00 $0.40 $4.90 $4.45 $0.00 $0.00 $0.00 $0.00 

HMPL 1 Hg $0.00 $0.00 $0.00 $0.25 $0.00 $0.00 $0.00 $0.00 

HMPL 2 Hg $0.00 $0.00 $0.00 $0.25 $0.00 $0.00 $0.00 $0.00 

would enable the Intervenors or the Commission to evaluate the validity of such claims. 

To the extent that you can legitimately claim that any interrogatory response or 

responsive document is entitled to confidentiality, the Intervenors are willing to enter into a 

confidentiality agreement that would protect such response or document from public disclosure. 

2020 

$0.00 

$0.00 

$0.00 

$0.00 

$0.00 

$0.00 

$0.00 

$0.00 

$0.00 

$0.00 

$0.00 

$0.00 

$0.00 

REQUESTS FOR INFORMATION 

c. Please add the capital expenditures recommended by Sargent & Lundy to comply 
with the forthcoming NAAQS revisions, the CCR rule, and the 3 16(b) rule, in 
nominal dollars as follows: 



Green 1 NAAQS 

Green 1 316(b) 

Green 2 CCR 

Green 2 3 16(b) 

HMPL 1 CCR 

HMPL 2 CCR 

Coleman 1 CCR 

Coleman 1 316(b) 

Coleman 2 CCR 

Coleman 2 3 16(b) 

Coleman 3 CCR 

Coleman 3 3 16(b) 

Green 1 CCR 

d. Please add the additional O&M expenditures associated with the technologies 
recommended by Sargent & Lundy to comply with the forthcoming NAAQS 
revisions, the CCR rule, and the 3 16(b) rule, in nominal dollars as follows: 

2012 2013 2014 2015 2016 2017 2018 2019 2020 

$0.00 $0.00 $0.00 $0.00 $0.00 $87.41 $0.00 $0.00 $0.00 

$0.00 $0.00 $0.00 $0.00 $0.00 $15.1 1 $0.00 $0.00 $0.00 

$0.00 $0.00 $0.00 $0.00 $0.00 $1.11 $0.00 $0.00 $0.00 

$0.00 $0.00 $0.00 $0.00 $0.00 $15.1 1 $0.00 $0.00 $0.00 

$0.00 $0.00 $0.00 $0.00 $0.00 $1.11 $0.00 $0.00 $0.00 

$0.00 $0.00 $0.00 $0.00 $0.00 $15.11 $0.00 $0.00 $0.00 

$0.00 $0.00 $0.00 $0.00 $0.00 $15.11 $0.00 $0.00 $0.00 

$0.00 $0.00 $0.00 $0.00 $0.00 $13.67 $0.00 $0.00 $0.00 

$0.00 $0.00 $0.00 $0.00 $0.00 $1.44 $0.00 $0.00 $0.00 

$0.00 $0.00 $0.00 $0.00 $0.00 $13.67 $0.00 $0.00 $0.00 

$0.00 $0.00 $0.00 $0.00 $0.00 $1.44 $0.00 $0.00 $0.00 

$0.00 $0.00 $0.00 $0.00 $0.00 $13.67 $0.00 $0.00 $0.00 

$0.00 $0.00 $0.00 $0.00 $0.00 $1.44 $0.00 $0.00 $0.00 
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Respectfully submitted, 

Joe Childers, Esq. 
Joe F. Childers & Associates 
3 00 Lexington Building 
201 West Short Street 
Lexington, Kentucky 40507 

859-258-9288 (facsimile) 
859-253-9824 

Of counsel: 

Kristin Henry 
Staff Attorney 
Sierra Club 
85 Second Street 
San Francisco, CA 94105 
Phone: (41 5)977-5716 
Fax: (415) 977-5793 
kristin.henry@sieiraclub. org 

Shannon Fisk 
Earthjustice 
156 William Street 
Suite 800 
New York, New York 10038 

sfisk@earthjustice.org 
(2 15) 327-9922 

Dated: July 30,2012 

mailto:sfisk@earthjustice.org


CERTIFICATE OF SERVICE 

I certify that I mailed a copy of Ben Taylor and Sierra Club's Request for Information 
from Kentucky Industrial Utility Customers by first class mail on July 30, 2012 to the following: 

James M. Miller, Esq. 
Tyson Kamuf 
Sullivan, Mountjoy, Stainback& Miller, PSC 
100 Saint Ann Street 
P.O. Box 727 
Owensboro, KY 42302-0727 

Jennifer B. Hans 
Assistant Attorney General's Office 
1024 Capital Center Drive, Suite 200 
Frankfort, KY 40601-8204 

Michael L. Kui-tz 
Kurt J. Boehm 
Boehm, Kurtz & Lowry 
36 East Seventh Street, Suite 1510 
Cincinnati, OH 45202 

David C. Brown, Esq. 
Stites&Harbison 
1800 Aegon Center, 400 West Market Street 
Louisville, KY 40202 
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EXHIBIT A 

NON-DISCLOSURE CERTIFICATE 
RELATED TO THE 

CONSULTING AND ACES POWER MARKETING LLC 
NON-DISCLOSURE AGREEMENT BETWEEN HAYET POWER SYSTEM 

I hereby certify my understanding that access to Protected Materials is provided to me pursuant 
to the terms and restrictions of the Non-Disclosure Agreement between Hayet Power Systems 
Consulting (“Hayet”) and Alliance for Cooperative Energy Services Power Marketing LLC, 
(“ACES Power Marketing” or “APM”) and for use in the case currently before the Kentucky 
Public Service Commission and captioned as “APPLICATION OF BIG RIVERS ELECTRIC 
CORPORATION FOR APPROVAL OF ITS 2012 ENVIR0NMEN.I;IL COMPLIANCE PL‘AN, 
FOR APPROVAL OF ITS AMENDED ENVQLRONMENTAL COST RECOVERY SURCHARGE 
TARIFF, FOR CERTIFICATES OF’ PUBLJC CONVENIENCEAND NECESSIlY AND FOR 
AUTHORITY TO ESTABLXXA REGULATORY ACCOUNT, CASE NO. 2012-00063”. 

I certify that I have been given a copy of and have read the Non-Disclosure Agreement, and that 
I agree to be bound by it. I understand that the contents of the Database, Protected Materials, 
any notes or other memoranda, or any other form of information that copies or discloses 
Protected Materials shall not be disclosed to anyone other than in accordance with that Protective 
Agreement, and will be used only for the purposes of this Captioned Case. 

Print and Sign Name Address 
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NON-DISCLOSURE AGREEMENT 

1 This Non-Disclosure Agreement (“Agreement”) is entered into this -21st day of June 2012, 
by and between Hayet Power Systems Consulting (“H ayet”) and Alliance for Cooperative 
Energy Services Power Marketing LLC, (“ACES Power Marketing” or “APM’) (each 
individually referred to as “Party” and collectively as “Parties”). 

RECITALS 

WHEREAS, APM provides, inter alia, certain inodeling services for Big Rivers Electric 
Corporation (“Big Rivers”) through the use of proprietary software licensed to APM by Ventyx; 
and 

WHEREAS, APM has created a Confidential and proprietary database within the licensed 
proprietary software which contains information used by APM to prepare certain scenarios for 
use in the Captioned Case (defined below); and 

WHEREAS, Hayet is the consultant for certain Intervenors in the Captioned Case and such 
Intervenors desire that Hayet have access to APM’s confidential and proprietary Database within 
the Verity licensed proprietary software which contains information used by APM to prepare 
certain scenarios for use in the Captioned Case by Big Rivers; and 

WHEREAS, APM, pursuant to a request by Big Rivers and pursuant to conditions established by 
APM’s license with Ventyx (the owner of the proprietary software), is willing to provide to 
Hayet the portion of APM’s confidential and proprietary database that pertains to Big Rivers, 
provided that, Hayet agrees to the terms and conditions expressed herein. 

NOW WHEREFORE, in consideration of the promises and covenants herein and for good and 
valuable consideration, the adequacy and sufficiency of which are hereby acknowledged, the 
Parties intending to be legally bound do hereby agree as follows: 

Section 1. Definitions. 

“Authorized Representative” shall mean a person eniployed by Hayet who has signed a 
Non-Disclosure Certificate pursuant to this Agreement and who is a licensed user of the Ventyx 
PaR software under Havet’s license with V e i 1 t y x . p  . .  . .  

“Captioned Case” shall mean the case currently before the Kentucky Public Service 
Coinmission and captioned as LLAPPLICATION OF BIG RIVERS EL,ECTRIC CORPORA TION 
FOR APPROVAL OF ITS 2012 ENVIRONMENTAL COMPLIANCE PLAN, FOR APPROVAL 
OF ITS AMENDED ENVLlleRONMENTAL COST RECOVERY SURCHARGE TARIFF, FOR 
CERTIFICATES OF PUBLIC CONVENIENCEAND NECESSITY, AND FOR A UTHORITY TO 
ESTABLISH A REGULATORY ACCOUNT CASE NO. 2012-00063 ”. 
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“Database” shall inean the electronic computer file derived from the Ventyx PaR licensed 
proprietary software that contains certain Big Rivers model data parameters used by APM in 
developing scenarios for Big Rivers and used in support of the Captioned Case. 

“Notes of Protected Materials” means memoranda, handwritten notes, or any other form 
of infomation (including electronic information) that copies or discloses Protected Materials. 
Notes of Protected Materials are subject to the same restrictions provided in this Agreement for 
Protected Materials except as specifically provided otherwise in this Agreement. 

“Protected Materials” shall mean the Database and any other materials provided to Hayet 
by APM, with such other materials being noted as being confidential by APM, pursuant to the 
tenns of this Agreement. 

Section 2. Use of the Database and Protected Materials. This Agreement shall govern the use of 
the Database provided to Hayet by APM. The Database shall be used exclusively by Hayet for 
work directly related to the Captioned Case. The Database shall be installed on and accessible 
through the computer containing Hayet’s licensed Ventyx software., Protected Materials shall be 
made available under the terms of this Agreement to Hayet solely for its use in the Captioned 
Case and any appeals froin the Captioned Case, and inay not be used by Hayet for any 
cornmercial, business, or other purpose whatsoever. 

Section 3. Duration of Use. Protected Materials shall remain available to Hayet until the 
sooner of: (a) an order terminating this proceeding becomes no longer subject to judicial review, 
or (b) the termination of Hayet’s license with Ventyx. If requested to do so in writing after that 
date, Hayet shall, within fifteen days of such request, return the Protected Materials (excluding 
Notes of Protected Materials) to APM, or shall destroy the materials, except that copies of 
filings, official transcripts and exhibits in this proceeding that contain Protected Materials and 
Notes of Protected Materials inay be retained, if they are maintained in accordance with this 
Agreement. Within such time period, Hayet, if requested to do so, shall also submit to APM an 
affidavit stating that, to the best of its knowledge, all Protected Materials and all Notes of 
Protected Materials have been returned or have been destroyed or will be maintained in 
accordance with this Agreement. To the extent Protected Materials are not returned or 
destroyed, they shall remain subject to this Agreement. 

Section 4. Non-Disclosure Certificate. Hayet shall execute a Non-Disclosure Certificate in 
the form of the attached Exhibit A certifying its understanding and agreement with the tenns of 
this Agreement. A copy of each Non-Disclosure Certificate shall be provided to APM prior to 
disclosure of any Protected Materials to Hayet. 

Section 5 .  Protection of Materials. All Protected Materials shall be maintained by Hayet in a 
secure place. Access to those materials shall be limited to Hayet. Protected Materials shall be 
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treated as confidential by Hayet. Protected Materials shall not be used except as necessary for the 
1 conduct of this Pproceeding, nor shall they be disclosed in any manner to any person except as 

outlined in Section 6 of this Agreement. Hayet may make notes of Protected Materials, which 
shall be treated as Notes of Protected Materials if they disclose the contents of Protected 
Materials. Hayet may use this information for purposes of this proceeding, and may not use 

I infomation contained in any Protected Materials obtained through this Fproceeding to give 
Hayet or any competitor or potential competitor of APM a coinmercial advantage or otherwise 
economically disadvantage APM based on disclosure of the Protected Materials outside of this 
proceeding. 

In the event, APM inadvertently provides confidential information unrelated to the 
Captioned Case, or otherwise fails to designate materials other than the Database as Protected 
Materials at the time they are provided to Hayet, APM shall notify Hayet promptly upon 
discovery of the inadvertent disclosure. Hayet agrees that froin the time forward that Hayet has 
been notified that such materials are deemed confidential, Hayet shall maintain the 
confidentiality or protection afforded the information, and agrees to: (a) immediately return the 
privileged information; and (b) to protect the confidential materials as Protected Materials, and to 
not use any information derived from such inadvertent disclosure in a manner inconsistent with 
the preservation of the confidential nature of the materials. 

Section 6. Disclosure. %yet Flwy--&-Gt I?-h ,\ut- 
-0111~ Authorized Representatives way-m&shall have access to the Database. 
In the event that Hayet ceases to be engaged in the Captioned Case, access to Protected Materials 
by Hayet shall be terminated. Even if no longer engaged in this captioned Case, Hayet shall 
continue to be bound by the provisioris of this Agreement and the Non-Disclosure Certificate. 
No other disclosure of the Database shall be permitted. The Parties agree that the output of 
modeling analyses that may be conducted using the information contained in the Database is not 
covered under this Agreement. ~ 1 4 4  be tree . .  

1 x r  ;*- o 7-t- ;r- *ph R* . .  
c1 I. 3,-  t 1 0  A ,e, l l i  L l l U  L Czse-Hayet shall take all reasonable precautions 

necessary to assure that Protected Materials are not distributed to unauthorized persons. 

Section 7. Nature of Information. Hayet hereby accepts the representations of APM that the 
Database is of a special, unique, unusual, extraordinary, and/or intellectual character and that the 
Parties further accept that the Database is an APM trade secret that is not available to the public, 
and that, if disclosed, would subject APM to risk of competitive disadvantage or other business 
injury.APM may be irreparably injured by disclosure of the Database. APM and Hayet 
acknowledge and agree that money damages would not be a sufficient remedy for any breach of 
this Agreement, and that in addition to all other remedies, a Party shall be entitled to specific 
performance and injunctive or other equitable relief as a remedy for any such breach, and the 
Parties agree to waive any requirement for the securing or posting of any bond in connection 
with such remedy. 

Section 8. Survival of Obligations. The obligations and commitments established by this 
Agreement shall remain in full force and effect for a period of two (2) years from the conclusion 
of any right to appeal the proceedings in the Captioned Case. 
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Section 9. Governing Law. The validity and interpretation of this Agreement and the legal 
relations of the Parties to it shall be governed by the laws of the State of Indiana. In the event 
that a court of competent jurisdiction determines that any portion of this Agreement is 
unreasonable because of its term or scope, or for any other reason, the Parties agree that such 
court may reform such provision so that it is reasonable under the circumstances and that such 
provision, as reformed, shall be enforceable. The Parties further agree that service of any 
process, summons, notice or docuinent by U.S. certified or registered mail to the Parties’ 
respective executive offices will be effective service of process for any action, suit, or 
proceeding brought in any such court. 

Section 10. Miscellaneous Provisions. 

(a) Neither party shall assign this Agreement without the prior written approval of the 
other party. Nothing in this Agreement, express or implied, is intended or shall be construed to 
confer upon any person or entity other than the parties hereto any right, remedy or claim under or 
by reason of this Agreement. 

(b) This Agreement sets forth the entire agreement between the parties as to the 
subject matter of this Agreement and supersedes all prior agreements, commitments, 
representations, writings and discussions between them, whether written or oral, with respect to 
the subject matter hereof. Except as otherwise expressly provided in this Agreement, this 
Agreement may not be amended or terminated except in writing and signed by a duly authorized 
representative of the Party to be bound thereby. 

(c) If any provision of this Agreement or its application to any person or 
circumstance is adjudged invalid or unenforceable by any court of competent jurisdiction, then 
the remainder of this Agreement or the application of such provision to other persons or 
circuinstances shall not be affected thereby. 

(d) No delay or failure to exercise any right under this Agreement shall operate as a 
continuing or permanent waiver of such right or preclude the hrther exercise of that right or any 
other right. This Agreement shall be binding on the parties and their successors, heirs, affiliates, 
and assigns. This Agreement may be executed in any number of counterparts, and each such 
counterpart shall be deemed an original instrument. 

IN WITNESS WHEREOF, the parties have caused this Agreement to be executed and 
delivered by their respective duly authorized officers as of the date first written above. 

ALLIANCE FOR COOPERATIVE 

MARKETING LLC 

HAYET POWER SYSTEMS 
ENERGY SERVICES POWER CONSULiTING 

By: By: 
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Name: 

Title: 

Name: 

Title: 
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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

APPLICATION OF BIG RIVERS ELECTRIC ) 
CORPORATION FOR AN APPROVAL OF ITS ) 
2012 ENVIRONMENTAL COMPLIANCE PLAN, ) 
FOR APPROVAL OF ITS AMENDED ) 
ENVIRONMENTAL COST RECOVERY ) 
SURCHARGE TARIFF, FOR CERTIFICATES OF ) 
PUBLIC CONVENIENCE AND NECESSITY, 1 
AND FOR AUTHORITY TO ESTABLISH A ) 
REGULATORY ACCOUNT ) 

CASE NO. 
201 2-00063 

COMMISSION STAFF’S FIRST REQUEST FOR INLORMATION TQ 
BEN TAYLOR AND SIERRA CLUB 

Ben Taylor and Sierra Club (collectively “Sierra Club”), pursuant to 807 KAR 

5001, is to file with the Commission the original and ten copies of the following 

information, with a copy to all parties of record. The information requested herein is due 

on or before August 6, 2012. Responses to requests for information shall be 

appropriately bound, tabbed and indexed. Each response shall include the name of the 

witness responsible for responding to the questions related to the information provided. 

Each response shall be answered under oath or, for representatives of a public 

or private corporation or a partnership or association or a governmental agency, be 

accompanied by a signed certification of the preparer or the person supervising the 

preparation of the response on behalf of the entity that the response is true and 

accurate to the best of that person’s knowledge, information, and belief formed after a 

reasonable inquiry. 



Sierra Club shall make timely amendment to any prior response if it obtains 

information which indicates that the response was incorrect when made or, though 

correct when made, is now incorrect in any material respect. For any request to which 

Sierra Club fails or refuses to furnish all or part of the requested information, it shall 

provide a written explanation of the specific grounds for its failure to completely and 

precisely respond. 

Careful attention shall be given to copied material to ensure that it is legible. 

When the requested information has been previously provided in this proceeding in the 

requested format, reference may be made to the specific location of that information in 

responding to this request. 

1. Refer to the Direct Testimony of Rachel S. Wilson (“Wilson Testimony”) at 

pages 8-9, lines 18-4. Provide copies or sources of documents referred to in list items 

A-C . 

2. Refer to the Wilson Testimony at page 20, line 3. What level of demand side 

management (“DSM”) is reasonable for a company such as Big Rivers Electric 

Corporation (“Big Rivers’) that has smelters as 70 percent of its load? 

3. Refer to the Wilson Testimony at page 20, lines 10-11. Given the 

depreciation study conducted by Burns & McDonald that assesses unit conditions and 

life extension concerns, what specific expectations would you have regarding further 

degradation of heat rate, forced outages, and availability of Big Rivers’ generation 

units? 

4. Refer to the Wilson Testimony at page 24, lines 26-28. Provide a listing of all 

of the instances where a utility’s evaluation of a market replacement option resulted in a 

-2- Case No. 2012-00063 



lower net present value revenue requirement (“NPVRR’) when compared to a natural 

gas cambined cycle (“NGCC”) replacement option. Include the NPVRR for each option 

reviewed and the NPVRR difference between the market replacement option and the 

NGCC replacement alternative. 

5. Refer to the Wilson Testimony at page 25, lines 1-14. 

a. Provide details on how the effects of natural gas and C0.2 emission 

prices were removed from the hourly market forecast price. 

b. Explain and provide sources to support the assertion that the marginal 

emission rate from coal-fired units is 1.0 - 1.1 tons C02/MWh and the marginal 

emission rate from natural gas-fired units is 0.6 - 0.7 tans C021MWh. 

c. Provide support far the conclusion that the PACE market prices forecast 

results in a marginal emissian rate of I .8 tons C021MWh in later years. 

6. Refer to the Wilson Testimony at page 26. 

a. Is the testimony suggesting that the heat rates and availability assumed 

by Big Rivers are too high? If so, by how much? (Provide in percentage or absolute 

amoun ts) . 

b. 

c. 

Is this modeling assumption inconsistent with general practices? 

What assumptions for heat rates and availability were used for other 

Midwest Independent Transmission System Operator, Inc. (“MISO”) units that were 

used in the Big Rivers, PACE and ACES analyses? 

7. Refer to Wilson Testimony at page 27, lines 15-18. Given the uncertainty as 

to exact costs for new control technology - some experts suggesting it will go up in 

price as demand increases while others note that actual results indicate that prices are 

-3- Case No. 2012-00063 



below expectations, what level of inflation should be used for the capital expenditures 

during the procurement and construction process? Explain your response. 

8. Refer to the Wilson Testimony at page 28, lines 14-17. Provide the basis for 

the statement that one or more of Big Rivers units would likely require additional retrofits 

to be in compliance with the Mercury Air Toxics Rule. 

9. Refer to the Wilson Testimony at page 31, lines 21-24. Is there any evidence 

to support the argument that there are significant energy efficiency savings available 

that would reduce Big Rivers’ load given the high level concentration of the smelter‘s 

load? 

I O .  Refer to the Wilson Testimony at page 32, lines 6-15. Provide details on 

input assumptions that were different from those used by Big Rivers. Provide the range 

and an explanation as to why they were used. 

11. Refer to the Wilson Testimony at page 33, lines 4-8. Provide an electronic 

copy of the cash flow model with all inputs and assumptions. 

12. Refer to the Wilson Testimony at page 33, Table 8 - Synapse 

Recommended Case. Provide all inputs, analyses and assumptions relied upon to 

produce this table. Include a listing of each assumption, the references to support the 

assumption, a listing of all data sources used, and the electronic versions of the 

spreadsheets or other applications used to calculate the values in the table. 

13. Refer to the Direct Testimony of William Steinhurst (“Steinhurst Testimony”) 

at page I O ,  line 29, which suggests that wind energy be considered as an effective 

alternative energy source to replace Big Rivers generation. Please explain how the 

addition of on-shore wind energy could result in a lower cost option. 

-4- Case No. 2012-00063 



15. Refer to the Steinhurst Testimony, page 11, lines 11-29. The testimony 

states that a larger DSM load reduction should be assumed. Recognizing that the 

majority of the load on the Big Rivers’ system is associated with the two smelters, 

explain how the remaining load can be significantly reduced through further DSM 

programs so as to replace a Big Rivers generating unit. Provide specific programs and 

their estimated impact on demand. 

16. Refer to the Steinhurst Testimony at page 12, lines 20-22. It states there “If 

BREC had done its analysis on a unit-by-unit basis, it is likely that DSM could have 

offset the need to retrofit or replace some units.” Provide a detailed explanation in 

support of this statement. Include in the explanation the reasoning for concluding that 

the result is “likely.” 

17. Refer to the Steinhurst Testimony, page 14. Provide a reference to the 

estimate provided in the scenario as presented at lines 1-1 2. 

Jeff Derouen 
Executive Director 
Public Service Commission 
P. 0. Box 615 
Frankfort, KY 40602 

DATED 

cc: Parties of Record 

Case No. 2012-00063 
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NON-DISCLOSURE CERTIFICATE 
E 

NON-DISCLOSU N 
KENTUCKY LNDUSTRIAL UTILITY CUSTONlERS, INC. AND ACES 

POWER MARKETING LLC 

I hereby certify my understanding that access to the Database is provided to 
me pursuant to the terms and restrictions of the Non-Disclosure Agreement between &€wj-et 
P e w a = - S - y ~ + \ I < e i i t u c k y  Industrial Utility Customers, Iiic. (“ICIUC”) and 
Alliance for Cooperative Energy Services Power Marketing L,L,C, (“ACES Power Marketing” or 
“APM”) and for use in the case currently before the Kentucky Public Service Coinmission under 
Case No. 20121-00036.404- 6: tke+k%t%A/T,,tt,,,,rfk-!L.y Pe++e+- 

. 
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I certify that I have been given a copy of and have read the Non-Disclosure Agreement, and that 

any notes or other memoranda, or any other form of information that copies or discloses 
-information contained in the Database shall not be disclosed to anyone other 
than in accordance with that- Agreement, and will be used only for the purposes of this 
-Proceeding. 

I I agree to be bound by it. I understand that the contents of the Database, 

Print and Sim Name Address 
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COMMONWEALTH OF KENTUCKY 
EFORE THE PUBLIC SERVICE, COMMISSION 

In the Matter o f  

Application of Big Rivers Electric Cooperative for Approval of) 

Amended Environmental Cost Recovery Surcharge Tariffs, ) 
and for the Certificates of Public Convenience and Necessity, ) 

its 2012 Environmental Compliance Plan, Approval of its ) CASE NO. 2012-00063 

and the Authority to Establish a Regulatory Account ) 

BEN TAYLOR AND SIERRA CLUB’S INITIAL REQUESTS FOR 
INFORMATION TO BIG RIVERS ELECTRIC COOPERATIVE 

Proposed Intervenors Ben Taylor and Sierra Club (collectively “‘Movants”) pursuant to 

the Kentucky Public Service Commission’s (“Commission”) April 30, 2012 Order (“April 12 

Order”), propound the following requests for information on the Big Rivers Electric 

Cooperative’s (“Rig Rivers”) regarding Big Rivers’ application for certificates of public 

convenience and necessity and approval of its 2012 compliance plan that is the subject of the 

above captioned proceeding. 

Big Rivers shall answer these requests for infomation in the manner set forth in the April 

30 Order and by no later than the June 1, 2012 deadline set forth in the Appendix of the April 30 

Order. Please produce the requested documents in electronic format at the offices of Sierra Club, 

85 Second Street, 2”d Floor, San Francisco, CA 94105 or at such other location as may be 

mutually agreed upon between counsel of record. 

Wherever the response to an interrogatory or request consists of a statement that the 

requested information is already available to the Proposed Intervenors, provide a detailed citation 

to the document that contains the information. This citation shall include the title of the 



document, relevant page nurnber(s), and to the extent possible paragraph number(s) and/or 

chart/table/figure number(s), 

In the event that any document referred to in response to any request for infomation has 

been destroyed, specify the date and the manner of such destruction, the reason for such 

destmction, the person authorizing the destruction and the custodian of the document at the time 

of its desti-uction. 

The Proposed Intervenors reserve the right to serve supplemental, revised, or additional 

discovery requests as permitted in this proceeding. 

DEFINITIONS 

Unless otherwise specified in each individual inteil-ogatory or request, “you,” “your,” 

“Big Rivers,” “Cooperative” or “Company” refers to Big Rivers Electric Cooperative, and its 

affiliates, employees, and authorized agents. 

“And” and “or” shall be construed either conjunctively or disjunctively as required by the 

context to bring within the scope of these interrogatories and requests for production of 

documents any information which might be deemed outside their scope by another construction. 

“Any” means all or each and every example of the requested information. 

“CFC” means National Rural Utilities Cooperative Finance Corporation 

“CO;’ means carbon dioxide 

“Communication” means any transmission or exchange of information between two or 

more persons, whether orally or in writing, and includes, without limitation, any conversation or 

discussion by means of letter, telephone, note, memorandum, telegraph, telex, telecopy, cable, 

email, or any other electronic or other medium. 

“CPCN” means certificate of public convenience and necessity 



“CSAPR” means the Cross-State Air Pollution Rule 

“Document” refers to written matter of any kind, regardless of its form, and to 

information recorded on any storage medium, whether in electrical, optical or electromagnetic 

foim, and capable of reduction to writing by the use of computer hardware and software, and 

includes all copies, drafts, proofs, both originals and copies either (1) in the possession, custody 

or control of the Companies regardless of where located, or (2) produced or generated by, known 

to or seen by the Companies, but now in their possession, custody or control, regardless of where 

located whether or still in existence. 

Such “documents” shall include, but are not limited to, applications, permits, monitoring 

reports, computer printouts, contracts, leases, agreements, papers, photographs, tape recordings, 

transcripts, letters or other forms of coi-respondence, folders or similar containers, programs, 

telex, T W  and other teletype communications, memoranda, reports, studies, summaries, 

minutes, minute books, circulars, notes (whether typewritten, handwritten or otherwise), agenda, 

bulletins, notices, announcements, instructions, charts, tables, manuals, brochures, magazines, 

pamphlets, lists, logs, telegrams, drawings, sketches, plans, specifications, diagrams, drafts, 

books and records, foimal records, notebooks, diaries, registers, analyses, projections, email 

correspondence or communications and other data compilations from which information can be 

obtained (including matter used in data processing) or translated, and any other printed, written, 

recorded, stenographic, computer-generated, computer-stored, or electronically stored matter, 

however and by whomever produced, prepared, reproduced, disseminated or made. 

Without limitation, the term “control” as used in the preceding paragraphs means that a 

document is deemed to be in your control if you have the right to secure the document or a copy 

thereof from another person or public or private entity having actual possession thereof. If a 



document is responsive to a request, but is not in your possession or custody, identify the person 

with possession or custody. If any document was in your possession or subject to your control, 

and is no longer, state what disposition was made of it, by whom, the date on which such 

disposition was made, and why such disposition was made. 

For puiposes of the production of “documents,” the term shall include copies of all 

documents being produced, to the extent the copies are not identical to the original, thus 

requiring the production of copies that contain any markings, additions or deletions that make 

them different in any way from the original 

“DSM’ means demand-side management programs including demand-response, 

interruptible load, and efficiency programs. 

“ESP” means electrostatic precipitator 

“FGD” means flue gas desulfurization 

“HCl” means hydrogen chloride 

“HMP&L” means Henderson Municipal Power & Light 

“Identify” means: 

(a) 

(b) 

With respect to a person, to state the person’s name, address and business 
relationship (e.g., “employee”) to Big Rivers; 
With respect to a document, to state the nature of the document in sufficient detail 
for identification in a request for production, its date, its author, and to identify its 
custodian. If the information or document identified is recorded in electrical, 
optical or electromagnetic form, identification includes a description of the 
computer hardware or software required to reduce it to readable form. 

“IW” means Integrated Resource Plan 

“MATS” means Mercury Air Toxics Standard Rule 

“MWh” means megawatt-hours 

“NOx” means nitrogen oxides 



“NPV” means net present value 

“NPVRR” means net present value of revenue requirements 

“O&M’ means operation and maintenance 

“PRB” means the Powder River Basin 

“Relating to” or “concerning” means and includes pertaining to, referring to, or having as 

a subject matter, directly or indirectly, expressly or implied, the subject matter of the specific 

request . 

“RUS” means Rural Utilities Seivice 

“SCR” means selective catalytic reduction technology 

“SO2” means sulfur dioxide 

PRIVILEGE OR CONFIDENTIALJITY 

If you claim a privilege including, but not limited to, the attorney-client privilege or the 

work product doctrine, as grounds for not fully and completely responding to any interrogatory 

or request for production, describe the basis for your claim of privilege in sufficient detail so as 

to permit the Commission to adjudicate the validity of the claim if called upon to do so. With 

respect to documents for which a privilege is claimed, produce a “privilege log” that identifies 

the author, recipient, date and subject matter of the documents or interrogatory answers for 

which you are asserting a claim of privilege and any other infoi-mation pertinent to the claim that 

would enable the Proposed Intervenors or the Commission to evaluate the validity of such 

claims. 

To the extent that you can legitimately claim that any intenogatory response or 

responsive document is entitled to confidentiality, the Proposed Intervenors are willing to enter 



into a confidentiality agreement that would protect such response or document from public 

disclosure. 

TIME 

TJnless otheiwise provided, the applicable time period for each of these requests for 

information is January 1, 2009 to the present. 

REQUESTS FOR INFORMATION 

1. For each of the Wilson, Green, Coleman, Reid, or HMP&L generating units: 
a. 
b. 
C. 

d. 

e. 

f. 

g. 

h. 

Identify the expected retirement date 
Produce the most recent depreciation study 
Produce the most recent condition or performance assessment 
Produce the most recent retirement, continued unit operation, or life extension 
study or analysis 
Produce any analysis or assessment of the economics of continued operation of 
such unit 
Produce any analysis or assessment of the impact that retirement of each unit 
would have on capacity adequacy, transmission grid stability, transmission grid 
support, voltage support, or transmission system reliability 
Identify any transmission grid upgrades or changes that would be needed to 
permit the retirement of any of the units 
Produce any analysis or assessment of the need for the continued operation of 
each unit. 

2. For each of the Wilson, Green, Coleman, Reid, or HMF&L, generating units, identify and 
produce any analysis of the net present value revenue requirement, cost, or feasibility of 
retiring the unit and replacing the energy or capacity produced by that unit with any of 
the following resources: 

a. 
b. 

d. 
e. 
f”  

g. 
h. 

C. 

1. 

Energy efficiency 
Demand side management 
Demand response 
Combined heat and power 
Wind energy 
Solar 
Hydroelectric 
Construction of a new natural gas combined cycle facility 
Purchase of power from an existing natural gas combined cycle facility 



3. 

4. 

5.  

6. 

7. 

8. 

9. 

j .  
k. Natural gas combustion turbines 
1. Power purchase agreements 
m. A combination of any or all of the resources identified in subsections a through 1 

Purchase of an existing natural gas combined cycle facility 

above 

For each of the Wilson, Green, Coleman, Reid, or HMP&L generating units, identify: 
a. The annual non-environmental capital expenditures expected or projected to be 

made for each year from 20 12 through 203 1. 
b. The annual fixed O&M costs for each year from 20 12 through 203 1. 
c. The annual variable O&M costs for each year from 20 12 through 203 1. 

Produce a non-redacted, full color or original digital copy of any Integrated Resource 
Plans (“IRPs”) created and/or filed by Big Rivers or its agents since 2004. 

Produce any strategic or technical documents generated since 2004 by Big Rivers or its 
agents regarding mechanisms by which the company could or should comply with 
environmental regulations, including air quality compliance planning, water quality 
planning, and solid waste compliance planning. 

Identify any C02 prices assumed in Big River’s Environmental Compliance Plan by 
either Big Rivers or its Agents for each year of 2012 through 2035, and explain how any 
such C02 prices were factored into Big River’s Environmental Compliance Plan 
Analysis. 

Produce a copy of any forecast or projection of future CO:! costs, taxes, or emissions 
allowances prices that has been prepared by or for Big Rivers. 

Produce a copy of any plan for reducing COz emissions that has been prepared by or for 
Big Rivers. 

With respect to EPA’s GHG Tailoring Rule: 
a. Does the Company anticipate that any of its units would be subject to EPA’s 

GHG Tailoring Rule? If so, when? If not, why not? 
b. What impact does the Company anticipate the Tailoring Rule having on either the 

costs of operations of any of its units? 
c. Please provide any work papers or modeling analysis that considers the cost 



impacts associated with the Tailoring Rule. 

10. EPA recently issued a proposed New Source Performance Standard that would regulate 
greenhouse gas einissions from electric generating units. In this proposed rule, EPA 
stated that it soon plans to issue regulations for existing electric generating units. With 
respect to EPA’s forthcoming rule regulating greenhouse gas emissions for existing 
electric generating units (“EGUs”): 

a. Does the Company anticipate that the forthcoming existing EGU greenhouse gas 
rule could impact any of its units? If so, what would be the expected cost of this 
rulemaking? If not, why not? 

b. Has a cost for the he forthcoming existing EGU greenhouse gas rule been taken 
into account in the modeling done by the Company in support of its application 
for CPCN? If not, how would such a cost impact its analysis? 
Please provide any work papers or modeling analysis that considers the cost 
impacts associated with the forthcoming existing EGU greenhouse gas rule. 

c. 

1 1. With respect to new pollution control installations and CWA NPDES peimits: 
a. Does the Company expect that new pollution control installations would have any 

effect on current CWA NPDES permits at any of its units? 
b. If applicable, please provide any of the Company’s recent applications for 

changes or modifications to any of its NPDES permits. 
c. Does the Company anticipate that the pending Effluent Limitation guidelines rule 

could impact any of its units? If so, what would be the expected cost of this 
rulemaking? If not, why not? 

d. Has a cost for the pending Effluent Limitation guidelines been taken into account 
in the modeling done by the Company in support of its application for CPCN? If 
not, how would such a cost impact its analysis? 

12. Produce a copy of any assessment of future natural gas prices and supplies that has been 
prepared by or for Big Rivers. 

13. Produce a copy of any assessments of future coal prices and supplies that has been 
prepared by or for Big Rivers. 

14. Refer to p. 6, lines 10-1 1 of the Application: 
a. IdentifL the status of the engineering and design for each of the projects for which 

Big Rivers is seeking a CPCN 
b. State when the engineering and design for each project is expected to be 

completed 



c. State how much money has been spent to date on engineering and design 
d. Identify the estimated total cost for engineering and design for each project. 

15. Refer to p. 13, lines 17-20 of the testimony of Robert Beny. For each of Big Rivers’ 
customer classes, identify the date and size in percent of each rate increase that Big 
Rivers has implemented since 2003. 

16. Refer to p. 16, lines 6-9 of the testimony of Robert Berry. 
a. Identify the capacity factor at which the Big Rivers fleet could operate to comply 

with CSAPR without “significant capital investments in additional emissions 
reduction equipment” 

b. Identify the capacity factor at which the Big Rivers fleet could operate to comply 
with MATS without “significant capital investments in additional emissions 
reduction equipment” 

17. Refer to p. 18 of the testimony of Robert Beny and p. 3-4 of Ex. 2 to the testimony of 
William DePriest (the Sargent & L,undy Environmental Compliance Study). With 
regards to the new flue gas desulfbrization system (“FGD’) for Wilson Unit 1 referenced 
therein: 

a. Identify the type of FGD that would be installed 
b. Identify the basis for contending that the new FGD would achieve 99% removal 

of sulfur dioxide emissions from Wilson Unit 1 
c. Produce any documents supporting the contention that the new FGD would 

achieve 99% removal of sulfur dioxide emissions from Wilson Unit 1. 

18. Refer to p. 25, lines 8-13 of the testimony of Robert Berry. State whether the parasitic 
load related to each of the projects for which a CPCN is being sought in this filing would 
impact the cost of producing energy from any of the Big Rivers units. If so, identify the 
approximate impact. If not, explain why not. 

19. Refer to p. 27 line 18 to p. 28 line 3 of the testimony of Robert Beny and p. 20, lines 9- 
16 of the testimony of William DePriest. With regards to the advanced low NOx burner 
systems for the Coleman Units: 

a. Identify the capital cost of such system for each unit 
b. Identify the O&M cost of such system for each unit 
c. Identify the amount change to the NPVRR of the Build Case for the Coleman 

Units if the advanced low NOx burner systems were included 
d. Produce any evaluation of the economics of installing advanced low NOx burner 

systems on the Coleman Units 



20. Refer to p. 27 line 18 to p. 28 line 3 of the testimony of Robert Berry. With regards to 
the SCR for Green Unit 1 : 

a. Identify the capital cost of the SCR 
b. Identify the annual O&M cost of the SCR 
c. Identify the amount change to the NPVRR of the Build Case for Green Unit 1 if 

the SCR were included 
d. Produce any evaluation of the economics of installing an SCR on Green TJnit 1 

21. Refer to page 27, lines 18-22 and page 28, lines 1-3 of the testimony of Robert Berry. 
Has Big Rivers done any analysis of the potential effects of the NAAQS reductions for 
any of its units? Please provide the work papers showing the results of this analysis. 

22. Refer to p. 28, lines 16-18 of the testimony of Robert Berry. State whether the 
“additional precipitator testing” referenced therein has occurred. If so, describe and 
produce the results of such testing. If not, explain why not. 

23. Refer to p. 29, lines 13-1 7 of the testimony of Robert Berry. 

a. 

b. 

C. 

d. 

e. 

f. 

g. 

€1. 

Identify the “magnitude of potential savings from DSM and energy efficiency” 
referenced therein. 
Identify and produce any evaluation of the ability of Big Rivers to achieve energy 
savings through the use of DSM 
Identify the magnitude of savings from DSM and energy efficiency would be needed 
to “materially assist Big Rivers in complying with CSAPR and MATS.” 
Identify and produce any evaluation of the role that DSM could play in replacing the 
need for any of the projects for which a CPCN is sought in this proceeding 
Describe the DSM and energy efficiency programs currently offered by Big Rivers, 
including demand-response, interruptible load, and efficiency programs. 
Identify any additional DSM and energy efficiency programs Big Rivers intends to 
offer in the hture. 
For the DSM and energy efficiency programs currently offered by Big Rivers, 
identify the: 

i. Cost 
ii. Annual MW or MVirh reductions achieved through such programs since 

their inception, 
iii. Annual MW or MWh reductions pro,jected to be achieved through such 

programs for each year through 2026, 
iv. Expected life of the programs 
v. Penetration of these programs. 

Produce any DSM potential studies performed by or for Big Rivers in the last five 



years, including attendant workbooks or calculations. Describe if or how the results of 
such studies are incorporated into the current case. If they are not, explain why not. 

24. Refer to Exhibit 4 of the testimony of Robert Belly. With regards to the capital cost 
estimates for the proposed WFGD for the Wilson plant: 

a. Identify what “SESS” stands for 
b. Produce the “SESS budget proposal number 4296” 
c. Describe how the WFGD capital cost estimate was derived from the SESS budget 

proposal number 4296 
d. Produce any document supporting or regarding the WFGD capital cost estimate 

that was derived from or included in the SESS budget proposal number 4296 

25. Refer to p. 8, lines 20-23 of the testimony of William DePriest. 
a. Identify any “engineering services” that Sargent & Lundy is contracted to perform 

“to help implement” the projects for which Big Rivers is seeking CPCNs in this 
proceeding. 

b. If Big Rivers has not presently contracted with Sargent & Lundy for any such 
engineering services, state whether Big Rivers is considering having Sargent Rr. 
perform such engineering services for any of the projects. 

26. Refer to p. 13, lines 15-24 of the testimony of William DePriest. 
a. Please identify which financial model Big Rivers used, who is the vendor of the 

model, and whether the model is a proprietary model that requires a license in 
order to gain access to the files. 

b. Produce, in machine-readable format, all of the models (including input and 
output files) and worksheets used to generate the capital costs, O&M costs, and 
NPV for each of the technologies evaluated as part of the compliance study. 

c. Please identify any changes to the input files that may be required to reproduce 
the modeling. 

d. If changes are required, please specify why such changes were done. 
e. Please identify the assumptions, including any supporting documentation, Big 

Rivers or its agents used in each base case and sensitivity scenario that you 
modeled 
If a license is required to obtain access to any information in this request, please 
explain who Sierra Club should contact to either obtain that license or present 
information that Sierra Club or its experts already have a license for that model. 

f, 

27. According to page 20, lines 1 1 - 16 of the testimony of William DePriest, Big Rivers plans 



to meet CSAPR regulations in pat? with the purchase of NOx allowances. 
a. Has Big Rivers done any analysis of the future market for NOx allowances in 

Kentucky? If so, please provide any work papers associated with that analysis. 
b. Is the Company certain that enough allowances will be available for purchase 

such that the Company can meet its allowance obligation? 

28. According to page 20, lines 19-24 of the testimony of William DePriest, the potential 
impacts of the proposed EPA iule for Section 3 16(b) of the Clean Water Act were 
considered by S&L. 

a. Does the Company anticipate that this pending regulation would impact any of its 
units? If so, what would be the expected cost of this rulemaking? If not, why not? 

b. Has a cost for the pending 316(b) rule been taken into account in the modeling 
done by the Company in support of its application for CPCN? If not, how would 
such a cost impact its analysis? 

c. Please provide any work papers or modeling analysis that considers the cost 
impacts associated with the 3 16(b) nile. 

29. According to page 20, lines 19-24 of the testimony of William DePriest, the potential 
impacts of the proposed EPA rule for Coal Combustion Residuals (CCR) were 
considered by S&L. 

a. Does the Company anticipate that this pending regulation would impact any of its 
units? If so, what would be the expected cost of this mlemaking? If not, why not? 

b. Has a cost for the pending Coal Combustion Residuals rule been taken into 
account in the modeling done by the Company in support of its application for 
CPCN? If not, how would such a cost impact its analysis? 

c. Please provide any work papers or modeling analysis that considers the cost 
impacts associated with the CCR rule. 

30. Refer to p. ES-9 of Exhibit 2 to the testimony of William DePriest. 
a. Explain why no technology was selected for compliance with potential Coal 

Combustion Residue regulations for the Wilson and Reid plants. 
b. Identify the amount change to the NPVRR of the Build Case for the Coleman, 

Green, and HMP&.L units if Coal Combustion Residue compliance were included 

3 1 I Refer to p. 1-3 of Exhibit 2 to the testimony of William DePriest (the Sargent & Lundy 
Environmental Compliance Study). 

a. For each cost identified in Table 1 - 1, identify for what year the value that is listed 
is for 

b. For each cost identified in Table 1-1, identify what the value was assumed to be in 
each year though 2033 for purposes of the environmental compliance study 



c. For each of the following costs, identify the basis for the value used in the 
environmental compliance study, and produce any documents supporting such 
values 

i. Coal 
ii. Natural gas 

iii. SO2 allowances 
iv. NOx allowances 
v. Sorbent - Hydrated Lime 

vi. Activated Carbon 

32. Identify Big Rivers’ actual electric energy sales in MWh and actual peak loads in MW 
for each year since 2004. 

33. Identify Big Rivers’ projected electric energy sales in MWh and projected peak demand 
in MW for each year of 20 12 through 203 3 I 

34. Identify Big Rivers’ projected electric energy sales in MWh and projected peak demand 

a. the Century Aluminurn of Kentucky General Partnership aluminum smelter stops 
purchasing power from Big Rivers 

b. the Alcan Primary Products Corporation aluminum smelter stops purchasing 
power from Big Rivers 

c. if both the Century and Alcan aluminum smelters stop purchasing power from Big 
Rivers. 

in MW for each year of 2012 through 2033 if: 

35. Refer to p. 1-8 of Ex. 2 to the testimony of William DePriest (the Sargent & Lundy 
Environmental Compliance Study). With regards to the low-NOx burner upgrades at 
Wilson and HMP&L units 1 and 2 identified therein: 

a. Explain what is meant that Big Rivers has “committed” to such upgrades 
b. Identify the status of those upgrades and, if they have not yet commenced, when 

Big Rivers expects to commence them 
c. Identify the capital cost of such upgrade for each unit 
d. Identify by how much per year such upgrades are estimated to reduce O&M costs 

for each unit 

36. Refer to p. 2-4 of Ex. 2 to the testimony of William DePriest (the Sargent & L,undy 
Environmental Compliance Study). With regards to the baseline mercury, HCI, and SO2 
emissions for each unit identified in Tables 2-3 and 2-4 therein: 



a. Identify and produce each stack test upon which the baseline emissions figures are 
based 

b. State whether such stack tests are reflective of the emissions that would be 
measured through the use of a continuous emission monitor including during 
times of startup and shutdown. If so, how? If not, why not? 

c. State whether the environmental compliance cost would increase if the reductions 
in mercury, HCI, or SO2 needed to bring the Big Rivers units into compliance 
with the MATS rule were higher than the “required reduction” identified in 
Tables 2-3 and 2-4. 

d. State whether the control technologies selected would change if the reductions in 
mercury, HC1, or SO2 needed to bring the Big Rivers units into compliance with 
the MATS rule were higher than the “required reduction” identified in Tables 2-3 
and 2-4. 

37. Refer to p. 2-4 of Ex. 2 to the testimony of William DePriest (the Sargent & Lundy 
Environmental Compliance Study). State whether the “additional stack test data I . . 
needed to more accurately predict HCl emissions from each unit” has been collected. If 
not, why not? If so, produce such data. 

38. Refer to p. 3-4 of Ex. 2 to the testimony of William DePriest (the Sargent & Lundy 
Environmental Compliance Study). Identify the number of excess SO2 credits per year 
that are estimated to result if the FGD proposed for the Wilson plant removes 99% of SO2 
emissions. State whether such excess credits are assumed to be sold or used at other Big 
Rivers units. 

39. Refer to p. 3-5 of Ex. 2 to the testimony of William DePriest (the Sargent & Lmdy 
Environmental Compliance Study). Identify which “currently available FGD technology 
has been proven to achieve removal efficiency of 99%” for SO2 emissions, and whether 
such greater than 99% removal efficiency is on a continuous basis. 

40. Refer to p. 3-6 of Ex. 2 to the testimony of William DePriest (the Sargent & Lundy 
Environmental Compliance Study). With regards to the statement that “the effect of 
sorbent injection on ESP perfoimance should be tested before implementation”: 

a. State whether such testing has occurred. 
i. If not, why not? 

ii. If so, produce the results of such testing. 
b. Produce any evaluation of the adequacy of the existing ESPs at the Wilson, 

Green, and Coleman units to ensure compliance with applicable particulate matter 
emission limits after the addition of dry sorbent injection and activated carbon 
injection. 



c. If the existing ESPs are inadequate to ensure compliance at any of the Wilson, 
Green, or Coleman units: 

i. Identify the capital and armual O&M costs for each unit for upgrading the 
ESP 

ii. Identify the capital and annual O&M costs for each unit for installing a 
polishing baghouse 

iii. Identify the capital and annual O&M costs for each unit for installing a 
full baghouse 

41. Refer to p. 5-2 of Ex. 2 to the testimony of William DePriest (the Sargent & L,undy 
Environmental Compliance Study). With regards to tlie conversion of Green TJnits 1 and 
2 referenced in Table 5-1, identify the cost of natural gas for each year that was used in 
estimating the $47.2 million O&M cost. 

42. Refer to p. 5-1 1 of Ex. 2 to the testimony of William DePriest (the Sargent & Lundy 
Environmental Compliance Study). Identify the basis for the conclusion that the “break 
even” gas pricing for converting Green Units 1 and 2 to natural gas is $2.23/mnBtu. 
Produce any modeling and worksheets, in machine-readable format, upon which that 
conclusion is based. 

43. Refer to p. 1 of Ex. 3 to the testimony of William DePriest. Identify and produce the 
stack test results upon which tlie data in Table 1 on that page is based. 

44. Refer to p. 2 of Ex. 3 to the testimony of William DePriest. State whether Big Rivers has 
had Sargent & L,undy develop the computer-based model of ESPs described therein. If 
so, produce the results of such modeling. If not, explain why not. 

45. Refer to Ex. 4 to the testimony of William DePriest: 
a. Identify the average and maximum sulfur content, in lbs/mmBtu, of the coal 

burned in each of the Big Rivers generating units for each of the past five years 
b. Identify the assumed sulfur content, in lbs/mr&tu, of the PRB coal evaluated in 

the fuel switching analysis set forth in Ex. 4. 
c. State whether you analyzed using other types of coal, such as lower-sulfur 

bituminous coal, to achieve compliance with CSAPR. If so, produce any 
documents regarding such analysis. If not, explain why not. 

d. Identify the sulfur content, in lbs /mBtu ,  that would need to be burned in the Big 
Rivers generating units to achieve compliance with CSAPR. 



46. Refer to p. 5 of Ex. 4 to the testimony of William DePriest. 
a. Identify the basis for the assumption that Big Rivers’ bituminous coal costs 

$2.OO/rmBtu. 
b. Identify the basis for the assumption that “PRB fuels are likely to cost closer to 

$3.OO/mmBtu” 
c. Produce any documents supporting the assumed bituminous and PRB coal costs. 

47. Refer to p. 5 of Ex. 4 to the testimony of William DePriest. 
a. State whether capital changes would be needed to any of the HMP&L, Wilson, or 

Green units in order for such unit to be able to burn bituminous coal with a lower 
sulfur content than the coal currently burned in those units. 

b. If the answer to subsection (a) is yes, identify the estimated cost of such changes 
for each unit. 

48. Refer to p. 60 of the Environmental Regulatory Review prepared by Sergeant & Lundy, 
which is attached to William DePriest’s Testimony as App. 4. Did Big Rivers or its 
agents ever consider the material probability that the Kentucky General Assembly will 
pass clean energy legislation, such as the Clean Energy Opportunity Act (HB 167), 
between 2012 and 2035? 

a. If yes, please explain the basis for Big River’s position. 
b. If no, please explain why the Big Rivers or its Agents did not include this 

possibility in its sensitivity analyses? 
c. Is it Big Rivers’ position that there is no material probability that U.S. Congress 

or the state of Kentucky will pass legislation between 2012 and 2035 requiring 
specific quantities of retail electric energy requirements to be met from renewable 
sources of energy and/or energy efficiency? 

d. If yes, please explain the basis for Big Rivers’ position. 
e. If no, please explain why Big Rivers did not include this possibility in its 

sensitivity analyses? 

49. Refer to p. 6 of the testimony of Mark Hite, lines 13-17. For the “Buy Case,” did Big 
Rivers evaluate locking in supplies and prices under long-term purchase power 
agreements for a portion of its requirements under the Buy Case? 

a. If not please explain why not. 
b. If yes, please provide that analysis. 

50. Refer to Mark Hite’s testimony, lines 1-17, regarding the discussion of alternatives 



considered 
a. Explain whether a RFQ solicitation for capacity and energy was issued as an 

additional alternative to reliance on the market capacity and energy and pricing. 
b. Explain the rationale for only considering market participation as an alternative. 
c. If a RFQ solicitation was issued, provide the analysis of the bids, including the 

terms of the bids and why each bid received was not acceptable. 
d. If a RFQ solicitation was not issued seeking capacity and energy, explain the 

rationale for not seeking such a solicitation. 

5 1. Refer to p. 6 of the testimony of Mark Hite, lines 1-17. Please confirm that Big Rivers or 
its agents did not model a natural gas alternative in the cost-effectiveness modeling. 

52. Refer to p. 6 line 19 through p. 7 line 17 of the testimony of Mark Hite. 
a. Please identify which financial model Big Rivers used, who is the vendor of the 

model, and whether the model is a proprietary model that requires a license in 
order to gain access to the files. 

b. Please produce, in machine readable format, all of the financial modeling 
(including input and output files) and workpapers used to determine the NPVRR 
for each scenario evaluated by Big Rivers or its agents. 

c. Please identify any changes to the input files that may be required to reproduce 
the modeling. 

d. If changes were made, please explain why such changes were made. 
e. Please identify the assumptions, including any supporting documentation, Big 

Rivers or its agents used in each base case and sensitivity scenario that you 
modeled 

f. If a license is required to obtain access to any information in this request, please 
explain who Sierra Club should contact to either obtain that license or present 
infomation that Sierra Club or its experts already have a license for that model. 

53. Refer to p. 7 line 20 to p. 8 line 5 of the testimony of Mark Hite. Identify and produce: 
a. All forward pricing data received from PACE Global for the production cost 

modeling. 
b. All Big Rivers plant specific data that was supplied to ACES Power Marketing. 
c. Please identify which financial model ACES Power Marketing used, who is the 

vendor of the model, and whether the model is a proprietary model that requires a 
license in order to gain access to the files. 

d. Please produce, in machine readable format, all of the production cost modeling 



(including input and output files) and workpapers used to determine the NPVRR 
for each scenario generated by ACES Power Marketing 

e. Please identify any changes to the input files that may be required to reproduce 
the modeling. 

f. If changes are required, please explain why such changes were made. 
g. Please identify the assumptions, including any supporting documentation, Big 

Rivers or its agents used in each base case and sensitivity scenario that you 
modeled 

h. If a license is required to obtain access to any information in this request, please 
explain how Sierra Club could obtain that license or, if they already have a 
license, who they should provide information to regarding the license to obtain 
the files. 

54. Refer to p. 10, lines 10-12 of the testimony of Mark Hite. State whether any other 
sensitivity analyses, besides the No Smelter Case, were performed by Big Rivers or its 
agents. If so, produce the results of all such analyses, including any suppoi-ting modeling 
and workpapers in machine readable format. If not, explain why not. 

5.5. Refer to p.4 of the testimony of Mark Hite. State whether Big Rivers or its agents 
performed any analyses comparing the NPVRR of the Build Case for any of the Wilson, 
Green, Coleman, Reid, or HMP&L, generating units to the NPVRR of retiring and 
replacing the energy or capacity produced by each such unit. If so, produce any 
documents regarding those analyses, including any modeling (including input and output 
files) and workpapers in machine readable format. 

56. Refer to p. 15 of the testimony of Mark Hite. 
a. Produce all reports, memoranda, presentations, or other documents provided to 

the Rural Utilities Service (“RUS”), CoBank, or the National Rural Utilities 
Cooperative Finance Corporation (“CFC”) by either Big Rivers or Touchstone 
Energy since 2004 regarding: 

i. the environmental compliance status of the Wilson, Green, Coleman, 
Reid, or HMP&L generating units, 

ii. past, present or future environmental compliance of the Wilson, Green, 
Coleman, Reid, or HMP&L generating units, 

b. Please provide any application(s) for a loan or loan guarantee submitted to the 
RUS, CoBank, or CFC, including any supporting documentation for the loan or 
loan guarantee request, for the retrofits requested in these CPCNs for the Wilson, 
Green, Coleman, Reid, or HMP&L generating units; 

c. Please provide any response from RUS, Co-Bank, or CFC regarding a request for 
a loan or loan guarantee for retrofits proposed in this application of the Wilson, 



Green, Coleman, Reid, or HMP&L generating units. 
d. If RUS, CoBank, or CFC has agreed to provide a loan or loan guarantee, please 

provide any loan or loan guarantee paperwork between RUS/CoBanMCFC and 
Big Rivers regarding the retrofit of the Wilson, Green, Coleman, Reid, or 
HMP&L generating units. 

e. Please provide any environmental assessment or environmental impact statement, 
including any drafts, prepared to support a loan or loan guarantee from RUS, 
CoBank, or CFC for the retrofits of the Wilson, Green, Coleman, Reid, or 
HMP&L generating units. 
If no environmental assessment or environmental impact statement was prepared 
for the retrofits proposed in this application because one or more of these projects 
fall under a categorical exclusion, please provide any correspondence or 
documents from RUS that discuss application of the categorical exclusion. 

g. Please continue to provide any such docurnentation as listed in (a)-(f) above as 
generated on a regular basis. 

f. 

57. Refer to p. 15 of Mark A. Hite’s Testimony, produce all reports, memoranda, 
presentations, or other documents provided to stockholders, investors, banks, investment 
firms, investment brokers or dealers, investment analysts, bond rating agencies, by either 
Big Rivers or Touchstone Energy since 2004 regarding: 

a. 

b. 

C. 

d. 

e. 

f. 

g. 

the environmental compliance status of the Wilson, Green, Coleman, Reid, or 
HMP&L generating units, 
past, present or hture environmental compliance of the Wilson, Green, Coleman, 
Reid, or HMP&L generating units, 
litigation or settlements concerning environmental matters at the Wilson, Green, 
Coleman, Reid, or HMP&L generating units the Big Sandy plant, to the extent not 
covered by attorney-client privilege, 
past, present or hture need for the Wilson, Green, Coleman, Reid, or HMP&L 
generating units, or the need for or plans for capital additions to any of those 
units, whether for environmental compliance or otherwise, 
any other matter that could affect the costs or output of the Wilson, Green, 
Coleman, Reid, or HMP&L, generating units. 
To the extent not already provided in response to subsections a-e above, please 
provide any agendas, handouts, minutes, documents prepared for or resulting 
from each meeting of Big Rivers andor Touchstone Energy with stockholders, 
investors, banks, investment firms, investment brokers or dealers, investment 
analysts, bond rating agencies or the like at which the matters listed above were 
discussed in any way 
Please continue to provide any such documentation as listed in (a)-(f) above as 
generated on a regular basis. 
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COMMONWEALTH OF KENTUCKY 
BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

Application of Big Rivers Electric Cooperative for Approval of) 

Amended Environmental Cost Recovery Surcharge Tariffs, ) 
and for the Certificates of Public Convenience and Necessity, ) 

) 

its 2012 Environmental Compliance Plan, Approval of its ) CASE: NO. 2012-00063 

and the Authority to Establish a Regulatory Account 

BEN TAYLOR AND SIERRA CLUB’S INITIAL REQUESTS FOR 
INFORMATION TO BIG RIVERS ELECTRIC COOPERATIVE 

Proposed Intervenors Ben Taylor and Sierra Club (collectively “Movants”) pursuant to 

the Kentucky Public Service Commission’s (“Commission”) April 30,2012 Order (“April 12 

Order”), propound the following requests for information on the Big Rivers Electric 

Cooperative’s (“Big Rivers”) regarding Big Rivers’ application for certificates of public 

convenience and necessity and approval of its 2012 compliance plan that is the subject of the 

above captioned proceeding. 

Big Rivers shall answer these requests for infomation in the manner set forth in the April 

30 Order and by no later than the June 1,2012 deadline set forth in the Appendix of the April 30 

Order. Please produce the requested documents in electronic format at the offices of Sierra Club, 

85 Second Street, 2”d Floor, Sail Francisco, CA 94105 or at such other location as may be 

mutually agreed upon between counsel of record. 

Wherever the response to an interrogatory or request consists of a statement that the 

requested information is already available to the Proposed Intervenors, provide a detailed citation 

to the document that contains the information. This citation shall include the title of the 



document, relevant page ruinber(s), and to the extent possible paragraph number(s) and/or 

chart/table/figure number( s) . 

In the event that any document referred to in response to any request for information has 

been destroyed, specify the date and the manner of such destruction, the reason for such 

destruction, the person authorizing the destruction and the custodian of the document at the time 

of its destruction. 

The Proposed Intervenors reserve the right to serve supplemental, revised, or additional 

discovery requests as permitted in this proceeding. 

DEFINITIONS 

Unless otherwise specified in each individual interrogatory or request, ‘“~ou,” “your,” 

“Big Rivers,” “Cooperative” or “Company” refers to Big Rivers Electric Cooperative, and its 

affiliates, employees, and authorized agents. 

“And” and “or” shall be construed either conjunctively or disjunctively as required by the 

context to bring within the scope of these interrogatories and requests for production of 

documents any information which might be deemed outside their scope by another construction. 

“Any” means all or each and every example of the requested information. 

“CFC” means National Rural Utilities Cooperative Finance Corporation 

“CO~” means carbon dioxide 

“Cotnrnunication” means any transmission or exchange of information between two or 

more persons, whether orally or in writing, and includes, without limitation, any conversation or 

discussion by means of letter, telephone, note, memorandum, telegraph, telex, telecopy, cable, 

email, or any other electronic or other medium. 

“CPCN” means certificate of public convenience and necessity 



“CSAPR” means the Cross-State Air Pollution Rule 

“Docu~nent” refers to written matter of any kind, regardless of its form, and to 

infonnation recorded on any storage medium, whether in electrical, optical or electromagnetic 

fonn, and capable of reduction to writing by the use of computer hardware and software, and 

includes all copies, drafts, proofs, both originals and copies either (1) in the possession, custody 

or control of the Companies regardless of where located, or (2) produced or generated by, known 

to or seen by the Companies, but now in their possession, custody or control, regardless of where 

located whether or still in existence. 

Such “documents” shall include, but are not limited to, applications, permits, monitoring 

reports, computer printouts, contracts, leases, agreements, papers, photographs, tape recordings, 

transcripts, letters or other fonns of correspondence, folders or similar containers, programs, 

telex, TWX and other teletype communications, memoranda, reports, studies, summaries, 

minutes, minute books, circulars, notes (whether typewritten, handwritten or otherwise), agenda, 

bulletins, notices, announcements, instructions, charts, tables, manuals, brochures, magazines, 

pamphlets, lists, logs, telegrams, drawings, sketches, plans, specifications, diagrams, drafts, 

books and records, formal records, notebooks, diaries, registers, analyses, projections, email 

correspondence or communications and other data compilations from which information can be 

obtained (including matter used in data processing) or translated, and ariy other printed, written, 

recorded, stenographic, computer-generated, computer-stored, or electronically stored matter, 

however and by whomever produced, prepared, reproduced, disseminated or made. 

Without limitation, the term “control” as used in the preceding paragraphs means that a 

document is deemed to be in your control if you have the right to secure the document or a copy 

thereof from another person or public or private entity having actual possession thereof. If a 



document is responsive to a request, but is not in your possession or custody, identify the person 

with possession or custody. If any document was in your possession or subject to your control, 

and is no longer, state what disposition was made of it, by whom, the date on which such 

disposition was made, and why such disposition was made. 

For purposes of the production of “documents,” the term shall include copies of all 

documents being produced, to the extent the copies are not identical to the original, thus 

requiring the production of copies that contain any markings, additions or deletions that make 

them different in any way from the original 

“DSM” means demand-side management programs including demand-response, 

interruptible load, and efficiency programs. 

“ESP” means electrostatic precipitator 

“FGD” means flue gas desulfurization 

“HC1” means hydrogen chloride 

“HMP&L,” means Henderson Municipal Power & Light 

“Identify” means: 

(a) 

(b) 

With respect to a person, to state the person’s name, address and business 
relationship (e.g., “employee’’) to Big Rivers; 
With respect to a document, to state the nature of the document in sufficient detail 
for identification in a request for production, its date, its author, and to identify its 
custodian. If the information or document identified is recorded in electrical, 
optical or electromagnetic form, identification includes a description of the 
computer hardware or software required to reduce it to readable form. 

“IRP” mearis Integrated Resource Plan 

“MATS” means Mercury Air Toxics Standard Rule 

“ M W ’  means megawatt-hours 

“NOx” means nitrogen oxides 



“NPV” means net present value 

“NPVRR” means net present value of revenue requirements 

“O&M” ineans operation and maintenance 

“PRB” means the Powder River Basin 

“Relating to” or “concerning” means and includes pertaining to, referring to, or having as 

a subject matter, directly or indirectly, expressly or implied, the subject matter of the specific 

request. 

“RUS” means Rural Utilities Service 

“SCR” means selective catalytic reduction technology 

  SO^" means sulfur dioxide 

PRIVILEGE OR CONFIDENTIALIITY 

If you claim a privilege including, but not limited to, the attorney-client privilege or the 

work product doctrine, as grounds for not fully and completely responding to any interrogatory 

or request for production, describe the basis for your claim of privilege in sufficient detail so as 

to pennit the Commission to adjudicate the validity of the claim if called upon to do so. With 

respect to documents for which a privilege is claimed, produce a “privilege log” that identifies 

the author, recipient, date and subject matter of the documents or interrogatory answers for 

which you are asserting a claim of privilege and any other information pertinent to the claim that 

would enable the Proposed Intervenors or the Commission to evaluate the validity of such 

claims. 

To the extent that you can legitimately claim that any interrogatory response or 

responsive document is entitled to confidentiality, the Proposed Intervenors are willing to enter 



into a confidentiality agreement that would protect such response or document from public 

disclosure. 

TIME 

Unless otheiwise provided, the applicable time period for each of these requests for 

information is January 1, 2009 to the present. 

REQUESTS FOR INFORMATION 

1. For each of the Wilson, Green, Coleman, Reid, or HMP&L, generating units: 
a. 
b. 

d. 

e. 

f. 

C. 

g. 

h. 

Identify the expected retirement date 
Produce the most recent depreciation study 
Produce the most recent condition or performance assessment 
Produce the most recent retirement, continued unit operation, or life extension 
study or analysis 
Produce any analysis or assessment of the economics of continued operation of 
such unit 
Produce any analysis or assessment of the impact that retirement of each unit 
would have on capacity adequacy, transmission grid stability, transmission grid 
support, voltage support, or transmission system reliability 
Identify any transmission grid upgrades or changes that would be needed to 
permit the retirement of any of the units 
Produce any analysis or assessment of the need for the continued operation of 
each unit. 

2. For each of the Wilson, Green, Coleman, Reid, or HMP&L generating units, identify and 
produce any analysis of the net present value revenue requirement, cost, or feasibility of 
retiring the unit and replacing the energy or capacity produced by that unit with any of 
the following resources: 

a. Energy efficiency 
b. Demand side management 
c. Demand response 
d. combined heat and power 
e. Wind energy 
f. Solar 
g. Hydroelectric 
h. Construction of a new natural gas combined cycle facility 
i. Purchase of power froin an existing natural gas combined cycle facility 



j. 
k. Natural gas combustion turbines 
1. Power purchase agreements 
in. A combination of any or all of the resources identified in subsections a through 1 

Purchase of an existing natural gas combined cycle facility 

above 

3. For each of the Wilson, Green, Coleman, Reid, or HMP&L generating units, identify: 
a. The annual non-environmental capital expenditures expected or projected to be 

made for each year from 201 2 through 203 1. 
b. The annual fixed O&M costs for each year from 20 12 through 203 1. 
c. The annual variable O&M costs for each year from 2012 through 203 1. 

4. Produce a non-redacted, full color or original digital copy of any Integrated Resource 
Plans (“IRPs”) created and/or filed by Big Rivers or its agents since 2004. 

5. Produce any strategic or technical documents generated since 2004 by Big Rivers or its 
agents regarding mechanisms by which the company could or should comply with 
environmental regulations, including air quality compliance planning, water quality 
planning, and solid waste Compliance planning. 

6. Identify any C02 prices assumed in Big River’s Environmental Compliance Plan by 
either Big Rivers or its Agents for each year of 2012 through 2035, and explain how any 
such C02 prices were factored into Big River’s Environmental Compliance Plan 
Analysis. 

7. Produce a copy of any forecast or projection of future CO2 costs, taxes, or emissions 
allowances prices that has been prepared by or for Big Rivers. 

8. Produce a copy of any plan for reducing CO2 emissions that has been prepared by or for 
Big Rivers. 

9. With respect to EPA’s GHG Tailoring Rule: 
a. Does the Company anticipate that any of its units would be subject to EPA’s 

GHG Tailoring Rule? If so, when? If not, why not? 
b. What impact does the Company anticipate the Tailoring Rule having on either the 

costs of operations of any of its units? 
c. Please provide any work papers or modeling analysis that considers the cost 



impacts associated with the Tailoring Rule. 

10. EPA recently issued a proposed New Source Performance Standard that would regulate 
greenhouse gas emissions from electric generating units. In this proposed rule, EPA 
stated that it soon plans to issue regulations for existing electric generating units. With 
respect to EPA’s forthcoining rule regulating greenhouse gas emissions for existing 
electric generating units (“EGUs”): 

a. Does the Company anticipate that the forthcoming existing EGU greenhouse gas 
rule could impact any of its units? If so, what would be the expected cost of this 
rulemaking? If not, why not? 

b. Has a cost for the he forthcoming existing EGU greenhouse gas rule been taken 
into account in the inodeling done by the Company in support of its application 
for CPCN? If not, how would such a cost impact its analysis? 
Please provide any work papers or modeling analysis that considers the cost 
impacts associated with the forthcoming existing EGTJ greenhouse gas rule. 

c. 

1 1. With respect to new pollution control installations and CWA NPDES permits: 
a. Does the Company expect that new pollution control iiistallations would have any 

effect on current CWA NPDES permits at any of its units? 
b. If applicable, please provide any of the Company’s recent applications for 

changes or modifications to any of its NPDES permits. 
c. Does the Company anticipate that the pending Effluent Limitation guidelines rule 

could impact any of its units? If so, what would be the expected cost of this 
rulemaking? If not, why not? 

d. Has a cost for the pending Effluent Limitation guidelines been taken into account 
in the modeling done by the Company in support of its application for CPCN? If 
not, how would such a cost impact its analysis? 

12. Produce a copy of any assessment of future natural gas prices and supplies that has been 
prepared by or for Big Rivers. 

13. Produce a copy of any assessments of future coal prices and supplies that has been 
prepared by or for Big Rivers. 

14. Refer to p. 6, lines 10-1 1 of the Application: 
a. Identify the status of the engineering and design for each of the projects for which 

Big Rivers is seeking a CPCN 
b. State when the engineering and design for each project is expected to be 

completed 



c. State how much money has been spent to date on engineering and design 
d. Identify the estimated total cost for engineering and design for each project. 

15. Refer to p. 13, lines 17-20 of the testimony of Robert Berry. For each of Big Rivers’ 
customer classes, identify the date and size in percent of each rate increase that Big 
Rivers has implemented since 2003. 

16. Refer to p. 16, lines 6-9 of the testimony of Robert Berry. 
a. Identify the capacity factor at which the Big Rivers fleet could operate to comply 

with CSAPR without “significant capital investments in additional emissions 
reduction equipment” 

b. Identify the capacity factor at which the Big Rivers fleet could operate to comply 
with MATS without “significant capital investments in additional emissions 
reduction equipment” 

17. Refer to p. 18 of the testimony of Robert Berry and p. 3-4 of Ex. 2 to the testimony of 
William DePriest (the Sargent & L,undy Environmental Compliance Study). With 
regards to the new flue gas desulfurization system (“FGD”) for Wilson Unit 1 referenced 
therein: 

a. Identify the type of FGD that would be installed 
b. Identify the basis for contending that the new FGD would achieve 99% removal 

of sulfur dioxide emissions froin Wilson Unit 1 
c. Produce any documents supporting the contention that the new FGD would 

achieve 99% removal of sulfur dioxide emissions from Wilson Unit I .  

18. Refer to p. 25, lines 8-1 3 of the testimony of Robert Berry. State whether the parasitic 
load related to each of the projects for which a CPCN is being sought in this filing would 
impact the cost of producing energy from any of the Big Rivers units. If so, identify the 
approximate impact. If not, explain why not. 

19. Refer to p. 27 line 18 to p. 28 line 3 of the testimony of Robert Berry and p. 20, lines 9- 
16 of the testimony of William DePriest. With regards to the advanced low NOx burner 
systems for the Coleman Units: 

a. Identify the capital cost of such system for each unit 
b. Identify the O&M cost of such system for each unit 
c. Identify the amount change to the NPVRR of the Build Case for the Coleman 

Units if the advanced low NOx burner systems were included 
d. Produce any evaluation of the economics of installing advanced low NOx burner 

systems on the Coleman Units 



20. Refer to p. 27 line 18 to p. 28 line 3 of the testimony of Robert Berry. With regards to 
the SCR for Green Unit 1 : 

a. Identify the capital cost of the SCR 
b. Identify the annual O&M cost of the SCR 
c. Identify the amount change to the NPVRR of the Build Case for Green Unit 1 if 

the SCR were included 
d. Produce any evaluation of the economics of installing an SCR on Green Unit 1 

2 1. Refer to page 27, lines 18-22 and page 28, lines 1-3 of the testimony of Robert Berry. 
Has Big Rivers done any analysis of the potential effects of the NAAQS reductions for 
any of its units? Please provide the work papers showing the results of this analysis. 

22. Refer to p. 28, lines 16-1 8 of the testimony of Robert Berry. State whether the 
“additional precipitator testing” referenced therein has occurred. If so, describe and 
produce the results of such testing. If not, explain why not. 

23. Refer to p. 29, lines 13- 17 of the testimony of Robert Berry. 

a. 

b. 

C. 

d. 

e. 

f. 

g- 

Identify the “magnitude of potential savings from DSM and energy efficiency” 
referenced therein. 
Identify and produce any evaluation of the ability of Big Rivers to achieve energy 
savings through the use of DSM 
Identify the magnitude of savings from DSM and energy efficiency would be needed 
to “materially assist Big Rivers in complying with CSAPR and MATS.” 
Identify and produce any evaluation of the role that DSM could play in replacing the 
need for any of the projects for which a CPCN is sought in this proceeding 
Describe the DSM and energy efficiency programs currently offered by Big Rivers, 
including demand-response, interruptible load, and efficiency programs. 
Identify any additional DSM and energy efficiency programs Big Rivers intends to 
offer in the future. 
For the DSM and energy efficiency programs currently offered by Big Rivers, 
identify the: 

i. Cost 
11. Annual MW or MWh reductions achieved through such programs since 

their inception, 
iii. Annual MW or MWh reductions projected to be achieved through such 

programs for each year through 2026, 
iv. Expected life of the programs 
v. Penetration of these programs. 

.. 

h. Produce any DSM potential studiesperformed by or for Big Rivers in the last five 



years, including attendant workbooks or calculations. Describe if or how the results of 
such studies are incorporated into the current case. If they are not, explain why not. 

24. Refer to Exhibit 4 of the testimony of Robert Berry. With regards to the capital cost 
estimates for the proposed WFGD for the Wilson plant: 

a. Identify what “SESS” stands for 
b. Produce the “SESS budget proposal number 4296” 
c. Describe how the WFGD capital cost estimate was derived froin the SESS budget 

proposal number 4296 
d. Produce any document supporting or regarding the WFGD capital cost estimate 

that was derived from or included in the SESS budget proposal number 4296 

25. Refer to p. 8, lines 20-23 of the testimony of William DePriest. 
a. Identify any “engineering services” that Sargerit & Lundy is contracted to perform 

“to help implement” the projects for which Big Rivers is seeking CPCNs in this 
proceeding. 

b. If Big Rivers has not presently contracted with Sargent & Lundy for any such 
engineering services, state whether Big Rivers is considering having Sargent & 
perform such engineering services for any of the projects. 

26. Refer to p. 13, lines 15-24 of the testimony of William DePriest. 
a. Please identify which financial model Big Rivers used, who is the vendor of the 

model, and whether the model is a proprietary model that requires a license in 
order to gain access to the files. 

b. Produce, in machine-readable format, all of the models (including input and 
output files) and worksheets used to generate the capital costs, O&M costs, and 
NPV for each of the technologies evaluated as part of the compliance study. 

c. Please identify any changes to the input files that may be required to reproduce 
the modeling. 

d. If changes are required, please specify why such changes were done. 
e. Please identify the assumptions, including any supporting documentation, Big 

Rivers or its agents used in each base case and sensitivity scenario that you 
modeled 

f. If a license is required to obtain access to any information in this request, please 
explain who Sierra Club should contact to either obtain that license or present 
information that Sierra Club or its experts already have a license for that model. 

27. According to page 20, lines 11 -16 of the testimony of William DePriest, Big Rivers plans 



to meet CSAPR regulations in part with the purchase of NOx allowances. 
a. Has Big Rivers done any analysis of the future market for NOx allowances in 

Kentucky? If so, please provide any work papers associated with that analysis. 
b. Is the Company certain that enough allowances will be available for purchase 

such that the Company can meet its allowance obligation? 

28. According to page 20, lines 19-24 of the testimony of William DePriest, the potential 
impacts of the proposed EPA rule for Section 3 1 G(b) of the Clean Water Act were 
considered by S&L. 

a. Does the Company anticipate that this pending regulation would impact any of its 
units? If so, what would be the expected cost of this rulemaking? If not, why not? 

b. Has a cost for the pending 3 16(b) rule been taken into account in the modeling 
done by the Company in support of its application for CPCN? If not, how would 
such a cost impact its analysis? 

c. Please provide any work papers or modeling analysis that considers the cost 
impacts associated with the 3 16(b) rule. 

29. According to page 20, lines 19-24 of the testimony of William DePriest, the potential 
impacts of the proposed EPA rule for Coal Combustion Residuals (CCR) were 
considered by S&L. 

a. Does the Company anticipate that this pending regulation would impact any of its 
units? If so, what would be the expected cost of this rulemaking? If not, why not? 

b. Has a cost for the pending Coal Cornbustion Residuals rule been taken into 
account in the modeling done by the Company in support of its application for 
CPCN? If not, how would such a cost impact its analysis? 

c. Please provide any work papers or modeling analysis that considers the cost 
impacts associated with the CCR rule. 

30. Refer to p. ES-9 of Exhibit 2 to the testimony of William DePriest. 
a. Explain why no technology was selected for compliance with potential Coal 

Combustion Residue regulations for the Wilson and Reid plants. 
b. Identify the amount change to the NPVRR of the Build Case for the Coleman, 

Green, and HMP&L, units if Coal Cornbustion Residue compliance were included 

3 1. Refer to p. 1-3 of Exhibit 2 to the testimony of William DePriest (the Sargent & Lundy 
Environmental Compliance Study). 

a. For each cost identified in Table 1-1, identify for what year the value that is listed 
is for 

b. For each cost identified in Table 1-1 , identify what the value was assumed to be in 
each year through 2033 for purposes of the environmental compliarice study 



c. For each of the following costs, identify the basis for the value used in the 
environmental compliance study, and produce any documents supporting such 
values 

i. Coal 
ii. Natural gas 

iii. SO2 allowances 
iv. NOx allowances 
v. Sorbent - Hydrated Lime 
vi. Activated Carbon 

32. Identify Big Rivers’ actual electric energy sales in MWh and actual peak loads in MW 
for each year since 2004. 

33. Identify Big Rivers’ projected electric energy sales in MWh and projected peak demand 
in MW for each year of 2012 through 2033. 

34. Identify Big Rivers’ projected electric energy sales in MWh and projected peak demand 
in MW for each year of 2012 through 2033 i f  

a. the Century Aluminum of Kentucky General Partnership aluminum smelter stops 
purchasing power from Big Rivers 

b. the Alcan Primary Products Corporation aluminum smelter stops purchasing 
power froin Big Rivers 

c. if both the Century and Alcan aluminum smelters stop purchasing power froin Big 
Rivers. 

35. Refer to p. 1-8 of Ex. 2 to the testimony of William DePriest (the Sargent & Lundy 
Environmental Compliance Study). With regards to the low-NOx burner upgrades at 
Wilson and HMP&L units 1 and 2 identified therein: 

a. Explain what is meant that Big Rivers has “committed” to such upgrades 
b. Identify the status of those upgrades and, if they have not yet commenced, when 

Big Rivers expects to commence them 
c. Identify the capital cost of such upgrade for each unit 
d. Identify by how much per year such upgrades are estimated to reduce O&M costs 

for each unit 

36. Refer to p. 2-4 of Ex. 2 to the testimony of William DePriest (the Sargent & Lundy 
Environmental Compliance Study). With regards to the baseline mercury, HC1, and SO:! 
emissions for each unit identified in Tables 2-3 and 2-4 therein: 



a. 

b. 

C. 

d. 

Identify and produce each stack test upon which the baseline emissions figures are 
based 
State whether such stack tests are reflective of the emissions that would be 
measured through the use of a continuous emission monitor including during 
times of startup and shutdown. If so, how? If not, why not? 
State whether the environmental compliance cost would increase if the reductions 
in mercury, HCl, or SO2 needed to bring the Big Rivers units into compliance 
with the MATS rule were higher than the “required reduction” identified in 
Tables 2-3 and 2-4. 
State whether the control technologies selected would change if the reductions in 
mercury, HC1, or SO2 needed to bring the Big Rivers units into compliance with 
the MATS rule were higher than the “required reduction” identified in Tables 2-3 
and 2-4. 

37. Refer to p. 2-4 of Ex. 2 to the testimony of William DePriest (the Sargent & Lundy 
Environmental Compliance Study). State whether the “additional stack test data. . . 
needed to more accurately predict HCl emissions from each unit” has been collected. If 
not, why not? If so, produce such data. 

38. Refer to p. 3-4 of Ex. 2 to the testimony of William DePriest (the Sargent & Lundy 
Environmental Compliance Study). Identify the number of excess SO2 credits per year 
that are estimated to result if the FGD proposed for the Wilson plant removes 99% of SO2 
emissions. State whether such excess credits are assumed to be sold or used at other Big 
Rivers units. 

39. Refer to p. 3-5 of Ex. 2 to the testimony of William DePriest (the Sargent & Lundy 
Environmental Compliance Study). Identify which “currently available FGD technology 
has been proven to achieve removal efficiency of 99%” for SO2 emissions, and whether 
such greater than 99% removal efficiency is on a continuous basis. 

40. Refer to p. 3-6 of Ex. 2 to the testimony of William DePriest (the Sargent & Lundy 
Environmental Coinpliance Study). With regards to the statement that “the effect of 
sorbent injection on ESP performance should be tested before itnplementation”: 

a. State whether such testing has occurred. 
i. If not, why not? 

11. If so, produce the results of such testing. .. 

b. Produce any evaluation of the adequacy of the existing ESPs at the Wilson, 
Green, and Coleman units to ensure compliance with applicable particulate matter 
emission limits after the addition of dry sorbent injection and activated carbon 
injection. 



c. If the existing ESPs are inadequate to ensure compliance at any of the Wilson, 
Green, or Coleinan units: 

i. Identify the capital and annual O&M costs for each unit for upgrading the 
ESP 

ii. Identify the capital and annual O&M costs for each unit for installing a 
polishing baghouse 

iii. Identify the capital and annual O&M costs for each unit for installing a 
full baghouse 

41. Refer to p. 5-2 of Ex. 2 to the testimony of William DePriest (the Sargent & Lundy 
Environmental Compliance Study). With regards to the conversion of Green Units 1 and 
2 referenced in Table 5-1, identify the cost of natural gas for each year that was used in 
estimating the $47.2 million O&M cost. 

42. Refer to p. 5-1 1 of Ex. 2 to the testimony of William DePriest (the Sargent & Lundy 
Environmental Compliance Study). Identify the basis for the conclusion that the “break 
even” gas pricing for converting Green Units 1 and 2 to natural gas is $2.23/mmBtu. 
Produce any modeling and worksheets, in machine-readable fonnat, upon which that 
conclusion is based. 

43. Refer to p. 1 of Ex. 3 to the testimony of William DePriest. Identify and produce the 
stack test results upon which the data in Table 1 on that page is based. 

44. Refer to p. 2 of Ex. 3 to the testimony of William DePriest. State whether Big Rivers has 
had Sargent & Lundy develop the computer-based model of ESPs described therein. If 
so, produce the results of sucli modeling. If not, explain why not. 

45. Refer to Ex. 4 to the testimony of William DePriest: 
a. Identify the average and maximum sulfur content, in lbs/mmBtu, of the coal 

burned in each of the Big Rivers generating units for each of the past five years 
b. Identify the assumed sulfur content, in lbs/mmBtu, of the PRB coal evaluated in 

the fuel switching analysis set forth in Ex. 4. 
c. State whether you analyzed using other types of coal, such as lower-sulfur 

bituminous coal, to achieve compliance with CSAPR. If so, produce any 
documents regarding such analysis. If not, explain why not. 

d. Identify the sulfur content, in lbs/mmBtu, that would need to be burned in the Big 
Rivers generating units to achieve compliance with CSAPR. 



46. Refer to p. 5 of Ex. 4 to the testimony of William DePriest. 
a. Identify the basis for the assumption that Big Rivers’ bituminous coal costs 

$2 I OO/mmB tu. 
b. Identify the basis for the assumption that “PRB fuels are likely to cost closer to 

$3 .OO/mmBtu” 
c. Produce any documents supporting the assumed bituminous and PRB coal costs. 

47. Refer to p. 5 of Ex. 4 to the testimony of William DePriest. 
a. State whether capital changes would be needed to any of the HMP&L,, Wilson, or 

Green units in order for such unit to be able to burn bituminous coal with a lower 
sulfur content than the coal currently burned in those units. 

b. If the answer to subsection (a) is yes, identify the estimated cost of such changes 
for each unit. 

48. Refer to p. 60 of the Environmental Regulatory Review prepared by Sergeant & L,undy, 
which is attached to William DePriest’s Testimony as App. 4. Did Big Rivers or its 
agents ever consider the material probability that the Kentucky General Assembly will 
pass clean energy legislation, such as the Clean Energy Opportunity Act (HB 167), 
between 2012 and 2035? 

a. If yes, please explain the basis for Big River’s position. 
b. If no, please explain why the Big Rivers or its Agents did not include this 

possibility in its sensitivity analyses? 
c. Is it Big Rivers’ position that there is no material probability that U.S. Congress 

or the state of Kentucky will pass legislation between 2012 and 2035 requiring 
specific quantities of retail electric energy requirements to be met from renewable 
sources of energy and/or energy efficiency? 

d. If yes, please explain the basis for Big Rivers’ position. 
e. If no, please explain why Big Rivers did not include this possibility in its 

sensitivity analyses? 

49. Refer to p. 6 of the testimony of Mark Hite, lines 13-17. For the “Buy Case,” did Big 
Rivers evaluate locking in supplies and prices under long-term purchase power 
agreements for a portion of its requirements under the Buy Case? 

a. If not please explain why not. 
b. If yes, please provide that analysis. 

SO. Refer to Mark Hite’s testimony, lines 1-17, regarding the discussion of alternatives 



considered 
a. Explain whether a RFQ solicitation for capacity and energy was issued as an 

additional alternative to reliance on the market capacity and energy and pricing. 
b. Explain the rationale for only considering market participation as an alternative. 
c. If a RFQ solicitation was issued, provide the analysis of the bids, including the 

terms of the bids and why each bid received was not acceptable. 
d. If a RFQ solicitation was not issued seeking capacity and energy, explain the 

rationale for not seeking such a solicitation. 

51. Refer to p. 6 of the testimony of Mark Hite, lines 1-17. Please confirm that Big Rivers or 
its agents did not model a natural gas alternative in the cost-effectiveness modeling. 

52. Refer to p. 6 line 19 through p. 7 line 17 of the testimony of Mark Hite. 
a. Please identify which financial model Big Rivers used, who is the vendor of the 

model, and whether the model is a proprietary model that requires a license in 
order to gain access to the files. 

b. Please produce, in machine readable format, all of the financial modeling 
(including input and output files) and workpapers used to determine the NPVRR 
for each scenario evaluated by Big Rivers or its agents. 

c. Please identify any changes to the input files that may be required to reproduce 
the modeling. 

d. If changes were made, please explain why such changes were made. 
e. Please identify the assumptions, including any supporting documentation, Big 

Rivers or its agents used in each base case and sensitivity scenario that you 
modeled 
If a license is required to obtain access to any information in this request, please 
explain who Sierra Club should contact to either obtain that license or present 
information that Sierra Club or its experts already have a license for that model. 

f. 

53. Refer to p. 7 line 20 to p. 8 line 5 of the testimony of Mark Hite. Identify and produce: 
a. All forward pricing data received from PACE Global for the production cost 

modeling. 
b. All Big Rivers plant specific data that was supplied to ACES Power Marketing. 
c. Please identify which financial model ACES Power Marketing used, who is the 

vendor of the model, and whether the model is a proprietary model that requires a 
license in order to gain access to the files. 

d. Please produce, in machine readable format, all of the production cost modeling 



(including input and output files) and workpapers used to determine the NPVRR 
for each scenario generated by ACES Power Marketing 

e. Please identify any changes to the input files that may be required to reproduce 
the modeling. 

f. If changes are required, please explain why such changes were made. 
g. Please identify the assumptions, including any supporting documentation, Big 

Rivers or its agents used in each base case and sensitivity scenario that you 
modeled 

h. If a license is required to obtain access to any information in this request, please 
explain how Sierra Club could obtain that license or, if they already have a 
license, who they should provide information to regarding the license to obtain 
the files. 

54. Refer to p. 10, lines 10-1 2 of the testimony of Mark Hite. State whether any other 
sensitivity analyses, besides the No Smelter Case, were performed by Big Rivers or its 
agents. If so, produce the results of all such analyses, including any supporting modeling 
and workpapers in machine readable format. If not, explain why not. 

55. Refer to p.4 of the testimony of Mark Hite. State whether Big Rivers or its agents 
performed any analyses comparing the NPVRR of the Build Case for any of the Wilsoii, 
Green, Coleman, Reid, or HMP&L generating units to the NPVRR of retiring and 
replacing the energy or capacity produced by each such unit. If so, produce any 
documents regarding those analyses, including any modeling (including input and output 
files) and workpapers in machine readable format. 

56. Refer to p. 15 of the testiinony of Mark Hite. 
a. Produce all reports, memoranda, presentations, or other documents provided to 

the Rural Utilities Service (“RUS”), CoBank, or the National Rural Utilities 
Cooperative Finance Corporation (“CFC”) by either Big Rivers or Touchstone 
Energy since 2004 regarding: 

i. the environmental compliance status of the Wilson, Green, Coleman, 
Reid, or HMP&L generating units, 

ii. past, present or future environmental compliance of the Wilson, Green, 
Coleman, Reid, or HMP&L generating units, 

b. Please provide any application(s) for a loan or loan guarantee submitted to the 
RUS, CoBank, or CFC, including any supporting documentation for the loan or 
loan guarantee request, for the retrofits requested in these CPCNs for the Wilson, 
Green, Coleman, Reid, or HMP&L generating units; 

c. Please provide any response froin RUS, Co-Bank, or CFC regarding a request for 
a loan or loan guarantee for retrofits proposed in this application of the Wilson, 



Green, Coleman, Reid, or HMP&L, generating units. 
d. If RUS, CoBank, or CFC has agreed to provide a loan or loan guarantee, please 

provide any loan or loan guarantee paperwork between RUS/CoBank/CFC and 
Big Rivers regarding the retrofit of the Wilson, Green, Coleman, Reid, or 
HMP&L, generating units. 

e. Please provide any environmental assessment or enviromnental impact statement, 
including any drafts, prepared to support a loan or loan guarantee from RUS, 
CoBank, or CFC for the retrofits of the Wilson, Green, Coleman, Reid, or 
HMP&L generating units. 
If no environmental assessment or environmental impact statement was prepared 
for the retrofits proposed in this application because one or more of these projects 
fall under a categorical exclusion, please provide any correspondence or 
documents froin RUS that discuss application of the categorical exclusion. 

g. Please continue to provide any such documentation as listed in (a)-(f) above as 
generated on a regular basis. 

f. 

57. Refer to p. 15 of Mark A. Hite’s Testimony, produce all reports, memoranda, 
presentations, or other documents provided to stockholders, investors, banks, investment 
firms, investment brokers or dealers, investment analysts, bond rating agencies, by either 
Big Rivers or Touchstone Energy since 2004 regarding: 

a. the environmental Compliance status of the Wilson, Green, Coleman, Reid, or 
HMP&L generating units, 

b. past, present or future environmental compliance of the Wilson, Green, Coleman, 
Reid, or HMP&L, generating units, 

c. litigation or settlements concerning environmental matters at the Wilson, Green, 
Coleman, Reid, or HMP&L, generating units the Big Sandy plant, to the extent not 
covered by attorney-client privilege, 

d. past, present or future need for the Wilson, Green, Coleman, Reid, or HMP&L 
generating units, or the need for or plans for capital additions to any of those 
units, whether for environmental compliance or otherwise, 

e. any other matter that could affect the costs or output of the Wilson, Green, 
Coleman, Reid, or HMP&L, generating units. 

f. To the extent not already provided in response to subsections a-e above, please 
provide any agendas, handouts, minutes, documents prepared for or resulting 
froin each meeting of Big Rivers and/or Touchstone Energy with stockholders, 
investors, banks, investment firms, investment brokers or dealers, investment 
analysts, bond rating agencies or the like at which the matters listed above were 
discussed in any way 

g. Please continue to provide any such documentation as listed in (a)-(f) above as 
generated on a regular basis. 



Respectfully submitted, 

Joe Childers, Esq. 
Joe F. Childers & Associates 
300 Lexington Building 
201 West Short Street 
Lexington, Kentucky 40507 

859-25 8-928 8 (facsimile) 
859-253-9824 

Of counsel: 

Kristin Henry 
Staff Attorney 
Sierra Club 
85 Second Street 
San Francisco, CA 941 05 
Phone: (41 5)977-57 16 
Fax: (415) 977-5793 
kristin.herry@sierraclub.org 

Dated: May 21, 2012 

mailto:kristin.herry@sierraclub.org


CERTIFICATE OF SERVICE 

I certify that I mailed a copy of Ben Taylor and Sierra Club's First Request for 
Information from Big Rivers Electric Cooperative by first class mail on May 2 1 , 20 12 to the 
following: 

James M. Miller, Esq. 
Tyson Karriuf 
Sullivan, Mountjoy, Stainback & Miller, PSC 
100 Saint Ann Street 
P.O. Box 727 
Owensboro, KY 42302-0727 

Jennifer B. Hans 
Assistant Attorney General's Office 
1024 Capital Center Drive, Suite 200 
Frankfort, ICY 40601-8204 

Michael L. Kurtz 
Kurt J. Boehm 
Boehm, Kurtz & Lowry 
36 East Seventh Street, Suite 1510 
Cincinnati, OH 45202 

David C. Brown, Esq. 
Stites & Harbison 
1800 Aegon Center, 400 West Market Street 
Louisville, KY 40202 

James Giampietro 



KWalton 

I 
63 SC for Kristin enry 204 
44 :44 



COMMONWEALTH OF KENTUCKY 
B E F O m  THE PUBLIC SERVICE COMMISSION 

In the Matter o f  

Application of Big Rivers Electric Cooperative for Approval of) 

Amended Environmental Cost Recovery Surcharge Tariffs, ) 
and for the Certificates of Public Convenience and Necessity, ) 

) 

its 2012 Environmental Compliance Plan, Approval of its ) CASE NO. 2012-00063 

and the Authority to Establish a Regulatory Account 

MOTION TO ADMIT PRO HAC VICE BY SIERRA CLUB 

COMES NOW Intervenor Sierra Club, by and through counsel, hereby seeks to have 

admitted to practice law in Kentucky, for the limited purpose of this matter, Hon. Kristin Henry, 

Counsel for Sierra Club, 85 2"d Street Floor 2, San Francisco, CA 94105. Mrs. Henry is a 

member in good standing of the State Bar of California (CA Bar No. 220908). 

Attached please find an approved Kentucky Bar Association (KBA) out-of-state counsel 

certification forni confirming payment of $270, pursuant to Kentucky Supreme Court Rule 

3.030, as well as a proposed order for the Cornmission. 

WHEREFORE, the Commission is hereby requested to enter an Order perrnitting Mrs. Henry to 

appear pro linc vice in this case. 

Respectfully submitted, 

Dated: June 7, 2012 

. I  

Joe Childers, Esq. 
Joe F. Childers 2% Associates 
300 L,exirigton Building 
201 West Short Street 
Lexington, Kentucky 40507 

859-258-9288 (facsimile) 
859-253-9824 



Of counsel: 

Kristin Heruy 
Staff Attorney 
Siei-ra Club 
85 Second Street 
San Francisco, CA 94105 
Phone: (415) 977-5716 
Fax: (415) 977-5793 
kristin.henry@sienaclub.org 

mailto:kristin.henry@sienaclub.org


CERTIFICATE OF SERVICE 

I certify that I mailed a copy of the following documents by first class mail on June 7, 
201 2 to the below parties of record: 

* 
0 

0 Proposed Comission Order 

Motion to Admit Kvistin Henry Pro Hac Vice 
Kentucky Bar Association Out-of-state Certification Foi-rn 

James M. Miller, Esq. 
Tyson Kamuf 
Sullivan, Mountjoy, Stainback & Miller, PSC 
100 Saint Ann Street 
P.O. Box 727 
Owensboro, KY 42302-0727 

Michael L. Kurtz 
Kurt J. Boehm 
Boehm, Kurtz & Lowry 
36 East Seventh Street, Suite 1510 
Cincinnati, OH 45202 

Jennifer B. Hans 
Larry Cook 
Matt James 
Assistant Attorney General's Office 
1024 Capital Center Drive, Suite 200 
Frankfort, KY 40601-8204 

David C. Brown, Esq. 
Stites & Harbison 
1800 Aegon Center, 400 West Market Street 
Louisville, KY 40202 

James Giampietro 
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OFFICERS 
Rlargaret F Keane 
Presidc-nt 

W llouglas b l y s  
President-Elcct 

I honias L Rouse 
\‘icc Prcsiderit 

Bruce K Davis 
Part PrrFitlrnl 

EXECUTIVE DIRECTOR 
J o h n  I) Melcrs 

BOARD OF GOVERNORS 
Douglas C. Ballantine 

Anita M Rritton 
Douglass Farnslcy 

Jonathan Freed 
William R Garmer 
Inrnes D. Harris, J r  

Richard Hay 
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Lhvid V Iirmier 
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M Gail Wilsoii 

KENTUCKY BAR ASSOCIATION 
OUT-OF-STATE CERTIFICATION FORM 

COURT Kentuckv Public Service Commission CASE NO. 2012-00063 

SCR 3.030 Membership, practice by nonmembers and classes of membership 

(2) A person admitted to practice in another state, but not in this state, shall be permitted to 
practice a case in this state only if that attorney subjects himself or herself to the jurisdiction and rules 
of  the court governing professional conduct, pays a per case fee of $270.00 to the Kentucky Bar 
Association and engages a member of the association as co-counsel, whose presence shall be necessary 
a t  al l  trials and a t  other times when required by the court. No motion for permission to practice in any 
state court in this jurisdiction shall be granted without submission to the admitting court of a 
certification from the Kentucky Bar Association of receipt of this fee. 

The Kentucky Bar Association certifies that Kristin Henw has paid the per case fee of $270.00 in the 
above referenced case as required in SCR 3.030(2). 

Michele M. Pogrotsky, Deputy Registrar 



COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

Application of Big Rivers Electric Cooperative ) 
For Approval of its 201 2 Environmental ) 
Compliance Plan, Approval of its Amended ) 
Environmental Cost Recovery Surcharge Tariffs, ) 

and Necessity, and the Authority to Establish ) 
a Regulatory Account ) 

and for the Certificates of Public Convenience ) CASE NO. 2012-00063 

O R D E R  

On June 7, 2012, Joe F. Childers, an attorney licensed to practice law in the 

Commonwealth of Kentucky, who is representing Intervenor Sierra Club, moved the 

Commission to admit pro hac vice Kristin Henry, an attorney whose office is in the state 

of California, to practice law before the Commission on behalf of Intervenors Ben Taylor 

and Sierra Club in this case. In support of the request, Kristin Henry has shown that she 

is a member in good standing of another state bar and has been certified to practice 

before the Commission in this case by the Kentucky Bar Association under Supreme 

Court Rule 3.030(2). In addition, Kristin Henry has agreed to be subject to the 

jurisdiction and rules of the Commission and the Kentucky Bar Association. 

IT IS THEREFORE ORDERED that Kristin Henry is admitted pro hac vice for the 

purpose of representing Intervenors Ben Taylor and Sierra Club in the above-styled 

proceeding provided that Joe F. Childers, Joe F. Childers & Associates, 300 Lexington 

Building, 201 West Short Street, Lexington, KY 40507, or another member of the 



Kentucky Bar Association, acts as co-counsel and is present at any and all proceedings 

before this Commission. 

By the Commission 

ATTEST: 

Executive Director 

Case No. 201 2-00063 
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P O U N D E D  1 8 7 2  

VIA COTJRlER AND EMAIL 

June 27,2012 

Mr. Jeff Derouen 
Executive Director 
Kentucky Public Service Commission 
2 1 1 Sower Boulevard 
Frankfort, Kentucky 40601 

Re: Intervenor Ben Taylor and Sierra Club's 3rd Set of Requests for Information to 
Big Rivers Electric Corp. 
Docket 2012-00063 

Dear Mr. Derouen, 

Enclosed please find 11 copies of the public version of Ben Taylor and Sierra Club's 3'd set of 
requests for information to Big Rivers Electric Corp. in docket 2012-00063. All questions in this 
discovery request include information that is sub-ject to a petition for confidential treatment filed 
by James Miller and Tsyon Kamuf, Counsel for Big Rivers Electric Coip A confidential version 
of this discovery request will be filed separately with the Comission today. 

Sincerely, 

I I I '  
,,,I"& .cutd' L h - -  

I 

James Giampietro 
Sierra Club Environmental L,aw Program 

85 2nd Street, 2nd Floor 
San Francisco CA, 94 I05 

Office: (41 5)977-5638 
james.giampietro@siei-raclub.org 

Sierra Club I 85 Second Street, Second Floor I San Francisco, CA 941053441 I TEL: (415) 977-5595 I sierraclub.org 

mailto:james.giampietro@siei-raclub.org
http://sierraclub.org
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COMMONWEALTH OF KENTUCKY 
BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

Application of Big Rivers Electric Corporation for Approval 
of its 2012 Environmental Compliance Plan, Approval of its 
Amended Environmental Cost Recovery Surcharge Tariffs, 
and for the Certificates of Public Convenience and Necessity, 

) 
) CASE NO. 2012-00063 
) 
) 

and the Authority to Establish a Regulatory Account ) 

BEN TAYLOR AND SIERRA CLUB’S SUPPLEMENTAL REQUESTS FOR 
MODELINGRELATED INFORMATION TO 
BIG RIVERS ELECTRIC CORPORATION 

(PUBLJC VERSION) 

Intervenors Ben Taylor and Sierra Club (collectively “Environmental Intervenors”) 

pursuant to the Kentucky Public Service Commission’s (“Coinrnission”) April 30, 2012 Order 

(“April 30 Order”) and the Commission’s June 19, 2012 Order (“June 19 Order”), propound the 

following supplemental requests for modeling-related information on the Big Rivers Electric 

Corporation (“Big Rivers”) regarding Big Rivers’ application for certificates of public 

convenience and necessity arid approval of its 20 12 compliance plan that is the subject of the 

above captioned proceeding (hereafter referred to as “Environmental Intervenors Third Request 

for Infoimation”). 

Big Rivers shall answer these requests for information in the manner set foi-th in the April 

30 Order and by no later than the July 6,201 2 deadline set forth in the Appendix of the June 19 

Order. Please produce the requested documents in electronic format at the offices of Sierra Club, 

85 Second Street, 2nd Floor, San Francisco, CA 94105 or at such other location as may be 

mutually agreed upon between counsel of record. 



Wherever the response to an interrogatory or request consists of a statement that the 

requested information is already available to the Environmental Intervenors, provide a detailed 

citation to the document that contains the information. This citation shall include the title of the 

document, relevant page number(s), and to the extent possible paragraph nurnber(s) and/or 

chai-t/table/figure number(s). 

In the event that any document referred to in response to any request for information has 

been destroyed, specify the date and the manner of such destruction, the reason for such 

destruction, the person authorizing the destruction and the custodian of the document at the time 

of its destruction. 

The Environmental Intervenors reserve the right to serve supplemental, revised, or 

additional discovery requests as permitted in this proceeding. 

DEFINITIONS 

Unless otherwise specified in each individual interrogatory or request, “you,” “your,” 

“Big Rivers,” “BREC,” “Cooperative” or “Company” refers to Big Rivers Electric Corporation, 

and its affiliates, employees, and authorized agents. 

“Ancl” and “or” shall be construed either conjunctively or disjunctively as required by the 

context to bring within the scope of these interrogatories and requests for production of 

documents any information which might be deemed outside their scope by another construction. 

“Any” means all or each and every example of the requested information. 

“COz” means carbon dioxide 

‘‘Communication” means any transmission or exchange of information between two or 

more persons, whether orally or in writing, and includes, without limitation, any conversation or 

2 



discussion by means of letter, telephone, note, memorandum, telegraph, telex, telecopy, cable, 

email, or any other electronic or other medium. 

“Document” refers to written matter of any kind, regardless of its form, and to 

information recorded on any storage medium, whether in electrical, optical or electromagnetic 

form, and capable of reduction to writing by the use of computer hardware and software, and 

includes all copies, drafts, proofs, both originals and copies either (1) in the possession, custody 

or control of the Companies regardless of where located, or (2) produced or generated by, known 

to or seen by the Companies, but now in their possession, custody or control, regardless of where 

located whether or still in existence. 

Such “’documents” shall include, but are not limited to, applications, peimits, monitoring 

reports, computer printouts, contracts, leases, agreements, papers, photographs, tape recordings, 

transcripts, letters or other forms of correspondence, folders or similar containers, programs, 

telex, TWX and other teletype communications, memoranda, reports, studies, summaries, 

minutes, minute books, circulars, notes (whether typewritten, handwritten or otherwise), agenda, 

bulletins, notices, announcements, instructions, charts, tables, manuals, brochures, magazines, 

pamphlets, lists, logs, telegrams, drawings, sketches, plans, specifications, diagrams, drafts, 

books and records, formal records, notebooks, diaries, registers, analyses, projections, email 

correspondence or communications and other data compilations from which information can be 

obtained (including matter used in data processing) or translated, and any other printed, written, 

recorded, stenographic, computer-generated, computer-stored, or electronically stored matter, 

however and by whomever produced, prepared, reproduced, disseminated or made. 

Without limitation, the term “control” as used in the preceding paragraphs means that a 

document is deemed to be in your control if you have the right to secure the document or a copy 



thereof from another person or public or private entity having actual possession thereof. If a 

document is responsive to a request, but is not in your possession or custody, identify the person 

with possession or custody. If any document was in your possession or subject to your control, 

and is no longer, state what disposition was made of it, by whom, the date on which such 

disposition was made, and why such disposition was made. 

For purposes of the production of “documents,” the term shall include copies of all 

documents being produced, to the extent the copies are not identical to the original, thus 

requiring the production of copies that contain any markings, additions or deletions that make 

them different in any way from the original 

“FGD” means flue gas desulhrization 

“Identify” means: 

(a) 

(b) 

With respect to a person, to state the person’s name, address and business 
relationship (e.g., “employee”) to Big Rivers; 
With respect to a document, to state the nature of the document in sufficient detail 
for identification in a request for production, its date, its author, and to identify its 
custodian. If the information or document identified is recorded in electrical, 
optical or electromagnetic form, identification includes a description of the 
computer hardware or software required to reduce it to readable form. 

“KIUC” means Kentucky Industrial Utility Customers 

“O&M’ means operation and maintenance 

“OSS” means off-system sales 

“Relating to” or “concerning” means and includes pertaining to, referring to, or having as 

a subject matter, directly or indirectly, expressly or implied, the sub,ject matter of the specific 

request. 

PRIVILEGE OR CONFIDENTIALIITY 
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If you claim a privilege including, but not limited to, the attorney-client privilege or the 

work product doctrine, as grounds for not fully and completely responding to any interrogatoiy 

or request for production, describe the basis for your claim of privilege in sufficient detail so as 

to permit the Commission to adjudicate the validity of the claim if called upon to do so. With 

respect to documents for which a privilege is claimed, produce a “privilege log” that identifies 

the author, recipient, date and subject matter of the documents or interrogatory answers for 

which you are asserting a claim of privilege and any other information pei-tinent to the claim that 

would enable the Environmental Intervenors or the Commission to evaluate the validity of such 

claims. 

To the extent that you can legitimately claim that any interrogatory response or 

responsive document is entitled to confidentiality, the Environmental Intervenors are willing to 

enter into a confidentiality agreement that would protect such response or document from public 

disclosure. 

TIME 

IJnless otheiwise provided, the applicable time period for each of these requests for 

information is January 1, 2009 to the present. 

REQUESTS FOR INFORMATION 
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Respectfblly subinitted, 

Joe Childers, Esq. 
Joe F. Childers & Associates 
300 L,exington Building 
201 West Short Street 
Lexington, Kentucky 40507 

859-258-9288 (facsimile) 
859-253-9824 

Of counsel: 

Kristin Henry 
Staff Attorney 
Sierra Club 
85 Second Street 
San Francisco, CA 941 05 
Phone: (41 5)977-S716 
Fax: (415) 977-5793 
kristin.heni-y@sierraclub.org 

Dated: June 27,2012 
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CERTIFICATE OF SERVICE 

I certify that I mailed a copy of Ben Taylor and Sierra Club's Supplemental Requests for 
Modeling-Related Information to Big Rivers Electric Corporation by first class mail on June 27, 
2012 to the following: 

James M. Miller, Esq. 
Tyson Kamuf 
Sullivan, Mountjoy, Stainback& Miller, PSC 
100 Saint Ann Street 
P.O. Box 727 
Owensboro, KY 42302-0727 

Michael L. Kurtz 
Kurt J. Boehm 
Boehm, Kurtz & Lowry 
36 East Seventh Street, Suite 1510 
Cincinnati, OH 45202 

Jennifer B. Hans 
Matt James 
Lawrence Cook 
Assistant Attorney General's Office 
1024 Capital Center Drive, Suite 200 
Frankfort, KY 40601-8204 

David C. Brown, Esq. 
Stites & Harbison 
1800 Aegon Center, 400 West Market Street 
Louisville, KY 40202 
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COMMONWEALTH OF KENTUCKY 
EFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

Application of Big Rivers Electric Corporation for Approval 
of its 2012 Environmental Compliance Plan, Approval of its 
Amended Environmental Cost Recovery Surcharge Tariffs, 
and for the Certificates of Public Convenience and Necessity, 

) 
) CASE NO. 2012-00063 
) 
) 

and the Authority to Establish a Regulatory Account ) 

BEN TAYLOR AND SIERRA CLUB’S SUPPLEMENTAL IUEQUEST§ FOR 
MODELINGRELATED INFOFWIATION TO 
BIG RIVER§ ELECTRIC CORPORATION 

(PUBLIC VERSION) 

Intervenors Ben Taylor and Sierra Club (collectively “Environmental Intervenors”) 

pursuant to the Kentucky Public Service Coinmission’s (“Commission”) April 30, 201 2 Order 

(“April 30 Order”) and the Coinmission’s June 19, 2012 Order (“June 19 Order”), propound the 

following suppleinental requests for modeling-related information on the Big Rivers Electric 

Corporation (“Big Rivers”) regarding Big Rivers’ application for certificates of public 

convenience and necessity and approval of its 2012 compliance plan that is the subject of the 

above captioned proceeding (hereafter referred to as “Environmental Intervenors Third Request 

for Information”). 

Big Rivers shall answer these requests for information in the inanrier set forth in the April 

30 Order and by no later than the July 6,2012 deadline set forth in the Appendix of the June 19 

Order. Please produce the requested documents in electronic format at the offices of Sierra Club, 

85 Second Street, 2”d Floor, San Francisco, CA 94105 or at such other location as may be 

mutually agreed upon between counsel of record. 



Wherever the response to an interrogatory or request consists of a statement that the 

requested information is already available to the Environrriental Intervenors, provide a detailed 

citation to the document that contains the information. This citation shall include the title of the 

document, relevant page number(s), and to the extent possible paragraph nurnber(s) and/or 

chart/table/figure nurnber(s). 

In the event that any document referred to in response to any request for information has 

been destroyed, specify the date and the manner of such destruction, the reason for such 

destruction, the person authorizing the destruction and the custodian of the document at the time 

of its destruction. 

The Environmental Intervenors reserve the right to serve supplemental, revised, or 

additional discovery requests as permitted in this proceeding. 

DEFINITIONS 

Unless otherwise specified in each individual interrogatory or request, “you,” “your,” 

“Big Rivers,” “BREC,” “Cooperative” or “Company” refers to Big Rivers Electric Corporation, 

and its affiliates, employees, and authorized agents. 

“And” and “or” shall be construed either conjunctively or disjunctively as required by the 

context to bring within the scope of these interrogatories and requests for production of 

documents any information which might be deemed outside their scope by another construction. 

“Any” means all or each and every example of the requested information. 

“COa” means carbon dioxide 

“Communication” means any transmission or exchange of information between two or 

more persons, whether orally or in writing, and includes, without limitation, any conversation or 
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discussion by means of letter, telephone, note, meinorandum, telegraph, telex, telecopy, cable, 

einail, or any other electronic or other medium. 

“Document” refers to written matter of any kind, regardless of its form, and to 

infonnation recorded on any storage medium, whether in electrical, optical or electromagnetic 

fonn, and capable of reduction to writing by the use of computer hardware and software, and 

includes all copies, drafts, proofs, both originals and copies either (1) in the possession, custody 

or control of the Companies regardless of where located, or (2) produced or generated by, known 

to or seen by the Companies, but now in their possession, custody or control, regardless of where 

located whether or still in existence. 

Such “documents” shall include, but are not limited to, applications, permits, monitoring 

reports, computer printouts, contracts, leases, agreements, papers, photographs, tape recordings, 

transcripts, letters or other fonns of correspondence, folders or similar containers, programs, 

telex, TWX and other teletype communications, memoranda, reports, studies, summaries, 

minutes, minute books, circulars, notes (whether typewritten, handwritten or otherwise), agenda, 

bulletins, notices, announcements, instructions, charts, tables, manuals, brochures, magazines, 

pamphlets, lists, logs, telegrams, drawings, sketches, plans, specifications, diagrams, drafts, 

books and records, fonnal records, notebooks, diaries, registers, analyses, projections, einail 

correspondence or coinmunications and other data coinpilations from which infonnation can be 

obtained (including matter used in data processing) or translated, and any other printed, written, 

recorded, stenographic, computer-generated, computer-stored, or electronically stored matter, 

however and by whomever produced, prepared, reproduced, disseminated or made. 

Without limitation, the tenn “control” as used in the preceding paragraphs means that a 

document is deemed to be in your control if you have the right to secure the document or a copy 
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thereof from another person or public or private entity having actual possession thereof. If a 

document is responsive to a request, but is not in your possession or custody, identify the person 

with possession or custody. If any document was in your possession or subject to your control, 

and is no longer, state what disposition was made of it, by whom, the date on which such 

disposition was made, and why such disposition was made. 

For purposes of the production of “documents,” the term shall include copies of all 

documents being produced, to the extent the copies are not identical to the original, thus 

requiring the production of copies that contain any markings, additions or deletions that make 

them different in any way from the original 

“FGD” means flue gas desulfurization 

“Identify” means: 

(a) 

(b) 

With respect to a person, to state the person’s name, address and business 
relationship (e.g., “employee”) to Big Rivers; 
With respect to a document, to state the nature of the document in sufficient detail 
for identification in a request for production, its date, its author, and to identify its 
custodian. If the information or document identified is recorded in electrical, 
optical or electromagnetic fonn, identification includes a description of the 
computer hardware or software required to reduce it to readable fonn. 

“KIUC” ineans Kentucky Industrial Utility Customers 

“O&M” means operation and maintenance 

“OSS” ineans off-system sales 

“Relating to” or “concerning” ineaiis and includes pertaining to, referring to, or having as 

a subject matter, directly or indirectly, expressly or implied, the subject matter of the specific 

request . 

PRIVILEGE OR CONFIDENTIALIITY 
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If you claiin a privilege including, but not limited to, the attorney-client privilege or the 

work product doctrine, as grounds for not h l ly  and completely responding to any interrogatory 

or request for production, describe the basis for your claim of privilege in sufficient detail so as 

to pennit the Commission to adjudicate the validity of the claim if called upon to do so. With 

respect to docuinents for which a privilege is claimed, produce a “privilege log” that identifies 

the author, recipieiit, date and subject matter of the documents or interrogatory answers for 

which you are asserting a claim of privilege and any other infomation pertinent to the claim that 

would enable the Environmental Intervenors or the Cornmission to evaluate the validity of such 

claims. 

To the extent that you can legitimately claiin that any interrogatory response or 

responsive document is entitled to confidentiality, the Environmental Intervenors are willing to 

enter into a confidentiality agreement that would protect such response or document from public 

disclosure. 

TIME 

Unless otherwise provided, the applicable time period for each of these requests for 

information is January 1, 2009 to the present. 

REQUESTS FOR INFORMATION 
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Respectfully submitted, 

Joe Childers, Esq. 
Joe F. Childers & Associates 
300 Lexington Building 
201 West Short Street 
Lexington, Kentucky 40507 

85 9-25 8-928 8 (facsimile) 
8 5 9-25 3 -9 824 

Of counsel: 

Kristin Henry 
Staff Attorney 
Sierra Club 
85 Second Street 
San Francisco, CA 941 05 
Phone: (41 5)977-5716 
Fax: (415) 977-5793 
hstin.henry@sierraclub. org 

Dated: June 27,2012 
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CERTIFICATE OF SERVICE 

I certify that I inailed a copy of Ben Taylor and Sierra Club's Supplemental Requests for 
Modeling-Related Information to Big Rivers Electric Corporation by first class rnail on June 27, 
20 12 to the following: 

James M. Miller, Esq. 
Tyson ICamuf 
Sullivan, Mountjoy, Stainback& Miller, PSC 
100 Saint A m  Street 
P.O. Box 727 
Owensboro, KY 42302-0727 

Michael L. Kurtz 
Kurt J. Boehn 
Boehm, Kurtz & Lowry 
36 East Seventh Street, Suite 1510 
Cincinnati, OH 45202 

Jennifer B. Hans 
Matt James 
Lawrence Cook 
Assistant Attorney General's Office 
1024 Capital Center Drive, Suite 200 
Frankfort, KY 40601 -8204 

David C. Brown, Esq. 
Stites & Harbisori 
1800 Aegon Center, 400 West Market Street 
Louisville, KY 40202 

I, 
I 

James Giampietro 
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COMMONWEALTH OF KE,NTIJCKY 
BEFOJXE THE PUBLIC SERVICE COMiWSSION 

In the Matter o f  

Application of Big Rivers Electric Corporation for Approval 
of its 2012 Environmental Compliance Plan, Approval of its 
Amended Environmental Cost Recovery Surcharge Tariffs, 
and for the Certificates of Public Convenience and Necessity, 

) 
) CASE NO. 2012-00063 
) 
) 
) and the Authority to Establish a Regulatory Account 

PUBLIC VERSION 

BEN TAYLOR AND SIERRA CL,UB’S SUPPLEMENTAL, REQUESTS FOR 
INFORMATION TO BIG RIVERS ELECTRIC CORPORATION 

Intervenors Ben Taylor and Sierra Club (collectively “Environmental Intervenors”) 

pursuant to the Kentucky Public Service Commission’s (“Comnission”) April 30, 20 12 Order 

(“April 30 Order”) and the Cornmission’s June 19, 2012 Order (“June 19 Order”), propound the 

following supplemental requests for information on the Big Rivers Electric Corporation (“Big 

Rivers”) regarding Big Rivers’ application for certificates of public convenience and necessity 

and approval of its 20 12 compliance plan that is the subject of the above captioned proceeding. 

As provided for in the June 19 Order, Environmental Intervenors reserve the right to submit 

additional supplemental requests for information regarding modeling-related infoiination by June 

27, 2012. 

Big Rivers shall answer these requests for information in the manner set foi-th in the April 

30 Order and by no later than the July 6,2012 deadline set forth in the Appendix of the June 19 

Order. Please produce the requested documents in electronic format at the offices of Sierra Club, 
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85 Second Street, 2”d Floor, San Francisco, CA 94105 or at such other location as may be 

mutually agreed upon between counsel of record. 

Wherever the response to an interrogatoiy or request consists of a statement that the 

requested information is already available to the Environmental Intervenors, provide a detailed 

citation to the document that contains the information. This citation shall include the title of the 

document, relevant page number(s), and to the extent possible paragraph number(s) and/or 

chart/table/figure nurnber(s). 

In the event that any document referred to in response to any request for information has 

been destroyed, specify the date and the manner of such destruction, the reason for such 

destruction, the person authorizing the destruction and the custodian of the document at the time 

of its destruction. 

The Environmental Intervenors reserve the right to serve supplemental, revised, or 

additional discovery requests as permitted in this proceeding. 

DEFINITIONS 

Unless otherwise specified in each individual interrogatory or request, “you,” “your,” 

“Big Rivers,” “BREC,” “Cooperative” or “Company” refers to Big Rivers Electric Corporation, 

and its affiliates, employees, and authorized agents. 

“And’ and “or” shall be construed either conjunctively or dis.junctively as required by the 

context to bring within the scope of these interrogatories and requests for production of 

documents any information which might be deemed outside their scope by another construction. 

“Any” means all or each and eveiy example of the requested information. 

“CO;’ means carbon dioxide 
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“Communication” means any transmission or exchange of information between two or 

more persons, whether orally or in writing, and includes, without limitation, any conversation or 

discussion by means of letter, telephone, note, memorandum, telegraph, telex, telecopy, cable, 

email, or any other electronic or other medium. 

“CPCN” means certificate of public convenience and necessity 

“CSAPR” means the Cross-State Air Pollution Rule 

“Document” refers to written matter of any kind, regardless of its form, and to 

information recorded on any storage medium, whether in electrical, optical or electromagnetic 

form, and capable of reduction to writing by the use of computer hardware and software, and 

includes all copies, drafts, proofs, both originals and copies either (1) in the possession, custody 

or control of the Companies regardless of where located, or (2) produced or generated by, known 

to or seen by the Companies, but now in their possession, custody or control, regardless of where 

located whether or still in existence. 

Such “documents” shall include, but are not limited to, applications, permits, monitoring 

reports, computer printouts, contracts, leases, agreements, papers, photographs, tape recordings, 

transcripts, letters or other forms of correspondence, folders or similar containers, programs, 

telex, TWX and other teletype communications, memoranda, reports, studies, summaries, 

minutes, minute books, circulars, notes (whether typewritten, handwritten or otherwise), agenda, 

bulletins, notices, announcements, instructions, charts, tables, manuals, brochures, magazines, 

pamphlets, lists, logs, telegrams, drawings, sketches, plans, specifications, diagrams, drafts, 

books and records, foimal records, notebooks, diaries, registers, analyses, projections, email 

coi-responderice or communications and other data compilations from which information can be 

obtained (including matter used in data processing) or translated, and any other printed, written, 



recorded, stenographic, computer-generated, computer-stored, or electronically stored matter, 

however and by whomever produced, prepared, reproduced, disseminated or made. 

Without limitation, the term “control” as used in the preceding paragraphs means that a 

document is deemed to be in your control if you have the right to secure the document or a copy 

thereof from another person or public or private entity having actual possession thereof. If a 

document is responsive to a request, but is not in your possession or custody, identify the person 

with possession or custody. If any document was in your possession or subject to your control, 

and is no longer, state what disposition was made of it, by whom, the date on which such 

disposition was made, and why such disposition was made. 

For purposes of the production of “documents,” the term shall include copies of all 

documents being produced, to the extent the copies are not identical to the original, thus 

requiring the production of copies that contain any markings, additions or deletions that make 

them different in any way from the original 

“DSM’ means demand-side management programs including demand-response, 

inteimptible load, and efficiency programs. 

‘‘EnviYormental retrofit” refers to retrofits contemplated in this docket for the purposes of 

meeting environmental compliance obligations 

“Environmental retrofit unit” means generating units owned or operated by BREK that 

are expected to obtain environmental retrofits as Contemplated in this docket. 

“ESP” means electrostatic precipitator 

“FGD” means flue gas desulfurization 

“HCl” means hydrogen chloride 

“HMP&L,” means Henderson Municipal Power & Light 
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“Identify” means: 

(a) 

(b) 

With respect to a person, to state the person’s name, address and business 
relationship (e.g., “employee”) to Big Rivers; 
With respect to a document, to state the nature of the document in sufficient detail 
for identification in a request for production, its date, its author, and to identify its 
custodian. If the information or document identified is recorded in electrical, 
optical or electromagnetic form, identification includes a description of the 
computer hardware or software required to reduce it to readable form. 

“MATS” means Mercury Air Toxics Standard Rule 

“MIS07 means Midwest Independent Transmission System Operator, Inc 

‘‘MWh’’ means megawatt-hours 

“NOx” means nitrogen oxides 

“NPV” means net present value 

“NPVRR’ means net present value of revenue requirements 

“O&M’ means operation and maintenance 

“Relating to” or “concerning” means and includes pertaining to, referring to, or having as 

a subject matter, directly or indirectly, expressly or implied, the subject matter of the specific 

request. 

“SCR’ means selective catalytic reduction technology 

“SOz” means sulhr dioxide 

PRIVILEGE OR CONFIDENTIALIITY 

If you claim a privilege including, but not limited to, the attorney-client privilege or the 

work product doctrine, as grounds for not filly and completely responding to any interrogatory 

or request for production, describe the basis for your claim of privilege in sufficient detail so as 

to permit the Commission to adjudicate the validity of the claim if called upon to do so. With 
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respect to documents for which a privilege is claimed, produce a “privilege log” that identifies 

the author, recipient, date and sub.ject matter of the documents or interrogatory answers for 

which you are asserting a claim of privilege and any other information pertinent to the claim that 

would enable the Environmental Intervenors or the Comrnission to evaluate the validity of such 

claims. 

To the extent that you can legitimately claim that any intei-rogatoiy response or 

responsive document is entitled to confidentiality, the Environmental Intervenors are willing to 

enter into a confidentiality agreement that would protect such response or document from public 

disclosure. 

TIME 

Unless otherwise provided, the applicable time period for each of these requests for 

information is Januaiy 1, 2009 to the present. 

REQUESTS FOR INFORMATION 

1. Refer to your response to SC 1-3, which gives annual capital and O&M expenditures by 
plant: 

a. Please provide the annual non-environmental capital expenditures expected or 
projected to be made by year, by unit, and by expenditure type for each of the 
years listed in your response. 

b. Please provide annual fixed O&M costs by year, by unit for the environmental 
controls requested in this CPCN. 

c. Please provide annual fixed O&M costs by year, by unit for all other equipment. 
d. Please provide annual variable O&M costs by year, by unit for the environmental 

controls requested in this CPCN. 
e. Please provide annual variable O&M costs by year, by unit for all other 

equipment. 

2. Please c o n f m  or deny the following: 
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a. BREC is requesting environmental surcharge and CPCN for environmental 
retrofits with capital and O&M estimates developed only by Sargent & Lundy and 
presented in Exhibit Beiry-2. 

i. If environmental surcharge and/or CPCN capital and/or O&M estimates 
have been developed or vetted by any other party aside from Sargent & 
L,undy, please provide such estimates and the source documentation and 
work papers from which those estimates are derived. 

b. To date, BREC has not contracted for engineering services for any of the 
environmental retrofits. 

i. If BREC has Contracted for engineering services, please provide the name 
of each engineering services contractor, the date engineering services were 
contracted, the specific services and retrofits for which BREC has 
contracted, and any reports or files delivered to date by each such 
contractor. 

c. The estimated environmental retrofit capital costs do not include owner’s costs. 
d. The estimated environmental retrofit capital costs do not include AFUDC. 
e. To date, BREC has not contracted for procurement services for any of the 

environmental retrofits. 
i. If BREC has contracted for procurement services, please provide the name 

of each procurement services contractor, the date procurement services 
were contracted, the specific retrofits for which services were contracted, 
and any reports or files delivered to date by each such contractor. 

3 I Regarding the estimated capital expenditures for each environmental control 
contemplated in this proceeding: 

a. 

b. 

C. 

d. 

e. 

f. 

Please define the error range (in %+/- or $+/-) of the estimates for each of the 
environmental controls; 
State whether BREC considers each of these estimates preliminaiy, developing, or 
final (i.e. contractually certain)? If BREC uses other tei-rninology to define this 
stage of estimate development, please provide the appropriate terminology. 
Please provide the estimated annual capital outlay for each of the environmental 
controls, without AFUDC, in nominal dollars. Please provide in electronic 
spreadsheet form. 
Please provide the estimated annual AFUnC for each of the environmental 
controls. Please provide in electronic spreadsheet form. 
Will BREC return to this Commission for an environmental surcharge acljustment 
if the capital and/or O&M costs of the environmental retrofit projects are higher 
than predicted by S&L? If so, when? 
Will BREC return to this Commission for an environmental surcharge adjustment 
if the capital and/or O&M costs of the environmental retrofit projects are lower 
than predicted by S&L? If so, when? 
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4. Please provide a record of each major capital project (i.e~, individual projects over $20 
million) at each of BREC's coal-fired generating units from 2000-2012, inclusive. For 
each project, please provide the year, descriptive title, unit or units applicable, the 
estimated capital cost at this stage of development (as defined in request 3b, above), the 
final capital cost, and the capital amount approved for recovery from Kentucky 
ratepayers (exclusive of returns on investment). Please provide in electronic spreadsheet 
foim. 

5 .  With respect to BREC unit equivalent availability, forced outage rates, and heat rates: 

a. State whether BREC expects constant, increasing, or decreasing unit availability 
for each of the environmental retrofit units. 

b. Please provide an annual forecast for unit availability for each of the 
environmental retrofit units through 2026. Please provide in electronic 
spreadsheet form. 

c. State whether BREC expects constant, increasing, or decreasing forced outage 
rates for each of the environmental retrofit units. 

d. Please provide an annual forecast for forced outage rates each of the 
environmental retrofit units through 2026. Please provide in electronic 
spreadsheet form. 

e. State whether BREC expects constant, increasing, or decreasing heat rates for 
each of the environmental retrofit units. 

f. Provide an annual forecast for heat rates for each of the environmental retrofit 
units through 2026. 

g. Please provide any work papers or studies documenting expected future unit 
availability, equivalent forced outage rates, or heat rates at the BREC units 
through 2026. 

6. Refer to Exhibit Berry-2: 

a. State whether BREC expects that the emission control pro.jects shown in Exhibit 
Beny-2 will have any impact on unit heat rates. 

b. Please identify any changes in unit heat rates that might be expected as a result of 
emissions control projects. 

c. Please provide the work papers detailing expected changes in unit heat rates with 
the addition of emissions control projects. 

7. Refer to p. 27 line 18 to p. 28 line 3 of the testimony of Robert Beny 

a. State whether the Company is aware of the President's statement dated September 
201 1 on the delay of the ozone NAAQS to 201 3? 
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b. Please explain, in detail, the discrepancy between the President’s cornrnitment to 
reconsider the ozone standard in 20 13 and the Company’s assertion that “potential 
NAAQS reductions are not expected to be published until 2016.” 

c. State whether the Company is aware of the “Draft Regulatoiy Impact Analysis 
Final National Ambient Air Quality Standard for Ozone” issued by the EPA, 
dated July 201 1 
(http://www .epa.rrov/airquality/ozonepollution/pdfs/20 1 1 07 OMBdraft- 
OzoneRIA.pdf)? 

d. At what level does the Company expect new primary ozone NAAQS, if issued, to 
be set (in parts per million)? 

8. Refer to p. 27 line 18 to p. 28 line 3 of the testimony of Robert Beny, and to the 
responses to SC 1-19 and SC 1-20: 

a. If more stringent ozone NAAQS reductions are indeed promulgated in 2016 and 
require compliance by 2018, would BREC apply for a CPCN from the 
Commission for any required emissions control projects? 

b. If so, when does the Company expect it would need to file its application? 
c. Would BREC expect to recover capital cost expenditures incurred as a result of 

ozone NAAQS compliance? 
d. Has BREC quantified the rate increase that might be expected if advanced low 

NOx burners are installed at the Coleman units? If so, please identify the expected 
rate increase resulting from installation advanced low NOx burners at the 
Coleman units. 

e. Please provide any work papers that detail the calculations behind the expected 
rate increase associated with the advanced low NOx burners at the Coleman units. 

f. Has BREC quantified the rate increase that might be expected if an SCR is 
installed at Green Unit I? If so, please identify the expected rate increase resulting 
from installation of an SCR at Green Unit 1. 

g. Please provide any work papers that detail the calculations behind the expected 
rate increase associated with the installation of an SCR at Green Unit 1. 

9. Refer to the Company’s response to SC 1-35: 

a. For what purpose did the Company choose to retrofit the burners at HMP&L, 1 & 
2 and Wilson? Please provide a detailed description. 

b. Please provide citations to regulatory requirements or other decisions requiring 
such retrofits. 

c. Please provide air and construction permits issued by the Kentucky Department 
for Environmental Protection (KY DEP). 

d. Please provide applications or notices provided by the Company to the KY DEP 
requesting such permits. 
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e. Please provide documentation and/or workpapers supporting the decision to 
retrofit the burners at HMP&L, 1 & 2, and Wilson. Provide any spreadsheets in 
original, electronic format. 

f. Please provide the schedule associated with the capital expenditures for the low 
NOx buiner (LNB) upgrades at the HMP&L and Wilson units, by year and by 
unit, which gives a timeline detailing capital that has already been spent, as well 
as capital that has yet to be spent. Please provide schedule in electronic 
spreadsheet form. 

g. Please provide a schedule of cancellation fees for the L,NB prqjects. 
h. What percentage of capital expenditures could be avoided if the HMP&L and/or 

Wilson LNB projects were to be canceled as of July lst, 2012? 
i. What percentage of capital expenditures could be avoided if the HMF’&L and/or 

Wilson units were to retire in 2013? 
j. What percentage of capital expenditures could be avoided if the HMP&L and/or 

Wilson units were to retire in 201 5? 

10. Refer to Company’s response to SC 1-40: 

a. With respect to ESP upgrades: 
i. When does BREC expect to test the effect of dry sorbent injection on ESP 

perfonnance? If BREC does not expect to conduct such a test, explain 
why not. 

ii. If ESP upgrades are in fact required at any of BREC’s units, does the 
Company expect to apply for a CPCN from the Commission for these 
projects? 

iii. If BREC expects to apply for a CPCN for such ESP upgrades, when does 
the Company expect it would need to file its application? 

iv. Would BREC expect to recover capital cost expenditures incurred as a 
result of ESP upgrades? 

v. Has BREC quantified the rate increase that might be expected if ESP 
upgrades are necessary? 

vi. Please identify the expected rate increase resulting fiom any ESP 
upgrades. 

vii. Please provide any work papers that detail the calculations behind the 
expected rate increase associated with the ESP upgrades. 

i. If BREC determines that ESP upgrades are still not sufficient for MATS 
compliance at one or more units, does the Company plan to evaluate 
polishing baghouse technology? 

11. If BREC determines that a polishing baghouse is necessary at one or more 
units, does the Company expect to apply for a CPCN from the 
Commission? 

iii. If BREC expects to apply for a CPCN for such polishing baghouse 
upgrades, when does the Company expect it would need to file its 
application? 

b. With respect to polishing baghouse technology: 

.. 
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1. 

.. 
11. 

... 111. 

iv. 

V. 

vi. 

vii. 

... v111. 

iv. Would BREC expect to recover capital cost expenditures incui-red as a 
result of polishing baghouse upgrades? 

v. Would BREC expect to recover capital cost expenditures incurred as a 
result of polishing baghouse installation? 

vi. Has BREC quantified the rate increase that might be expected if a 
polishing baghouse is necessary at one or more units? 

vii. Please identify the expected rate increase resulting from any polishing 
baghouse installations. 

viii. Please provide any work papers that detail the calculations behind the 
expected rate increase associated with a polishing baghouse at one or more 
units. 

If BREC determines that ESP upgrades are still not sufficient for MATS 
c. With respect to full baghouse technology: 

compliance at one or more units, does the Company plan to evaluate full 
baghouse technology? 
If BREC determines that a full baghouse is necessary at one or more units, 
does the Company expect to apply for a CPCN from the Comission? 
If BREC expects to apply for a CPCN for such full baghouse upgrades, 
when does the Company expect it would need to file its application? 
Would BREC expect to recover capital cost expenditures incurred as a 
result of full baghouse upgrades? 
Would BREC expect to recover capital cost expenditures incurred as a 
result of full baghouse installation? 
Has BREC quantified the rate increase that might be expected if a full 
baghouse is necessary at one or more units? 
Please identify the expected rate increase resulting from any full baghouse 
installations. 
Please provide any work papers that detail the calculations behind the 
expected rate increase associated with a full baghouse at one or more 
units. 

1 1. Refer to your response to Staff 1-3: 

a. Are the market energy purchases that will be made during the time Wilson is 
offline taken into account in BREK's calculations of revenue requirements and 
NPVRR? 

b. Please provide the quantities of market purchases and associated prices that are 
expected to occur while Wilson is offline. 

12. Refer to your response to Staff 1-37: 

a. Are the market energy purchases that will be made during the time the BREC 
units are offline taken into account in BREC's modeling and calculations of 
revenue requirements and NPVRR? 
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b. Please provide the quantities of market purchases and associated prices that are 
expected to occur while the BREC units are offline. 

13 I Refer to your response to Staff 1-1 9, which states that “there is no capital cost component 
associated with increasing the limestone quality”: 

a. State whether there is an O&M cost component associated with increasing the 
limestone quality. 

b. If so, is that included in the O&M cost estimate shown in Exhibit Bei-ry-2? 
c. Please provide an estimate of the O&M cost of increasing the limestone quality, 

by year. 
d. State whether limestone of better quality has been tested in the Coleman units to 

ensure that it does in fact improve the performance of the scrubber. 
e. If so, please provide the results of those tests. 
f. If not, explain why not. 

14. Refer to p. 8 lines 4-1 1 of the testimony of William DePriest, which describes the types 
and quantities of projects for which S&L has provided, or is providing, engineering 
services. 

a. State whether S&L is providing or has provided engineering services for any 
projects relating to the Coal Combustion Residuals rule. 

b. If so, how many? 
c. If not, how many utilities have asked S&L for estimates of the expected cost of 

compliance with the CCR d e ?  
d. State whether S&L, is providing or has provided engineering services for any 

projects relating to the 3 16(b) rule? 
e. If so, how many? 
f. If not, how many utilities have asked S&L for estimates of the expected cost of 

compliarice with the 3 16(b) rule? 

15. Refer to p. 15 lines 1 1-22 of the testimony of William DePriest, which recommends low 
NOx burners at the Coleman units in order to reduce the burden of purchasing allowances 
to comply with CSAPR, but states that “future allowance pricing will play a role in 
whether this recornmendation is exercised.” 

a. When does BREC expect to make a decision as to whether low NOx burners will 
be installed at the Coleman units? 

b. What is the allowance price at which BREC believes low NOx burners on the 
Coleman units become the more economic choice for NOx compliance? 
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16. Refer to p. 20 lines 13- 16 of the testimony of William DePriest, which states that BREC 
will have the option of purchasing NOx compliance allowances in lieu of using low NOx 
burners at the Coleman units. Are these NOx allowance purchases taken into account in 
BREC’s modeling and calculations of revenue requirements and NPVRR? 

17. Refer to p. 2 1 lines 12-23 of the testimony of William DePriest, which states that the 
Wilson FGD and Green 2 SCR projects will not be completed in time to meet current 
CSAPR requirements in 2014. 

a. Has BREC quantified and modeled the SO2 and NOx allowances that it expects 
to have banked in 20 14? 

b. Has BREC quantified and modeled the SO2 and NOx allowances that it expects 
to need to purchase from 2014 until the time these prqjects are completed? 

c. Does BREC expect that the emissions control projects necessary to comply with 
the MATS rule will be completed by the compliance deadline? 

d. If not, how does BREC expect to comply with the MATS rule? 

18. Refer to Exhibit DePriest-2, page 5-1, which states that capital cost estimates for 
emission control projects do not include owner costs or AFTJDC. 

a. Please provide estimates of owner costs for each of the emission control projects 
examined by Sargent & Lundy in this study, including those not selected by 
BREC for installation. 

b. Please provide estimates of AFUDC for each of the emission control projects 
examined by Sargent & Lundy in this study, including those not selected by 
BREC for installation. 

19. Refer to p. 9 line 18 of the testimony of John Wolfram, which lists “emissions allowance 
expense” as one of the cost components to be included in BREC’s proposed ES tariff 
rider. 

a. Please provide all work papers that demonstrate how BREC quantified the 
amount of emissions allowances it expects to purchase and the associated cost. 

b. What does BREC plan to do if the emissions allowance expense is much higher 
than anticipated? 

c. What does BREC plan to do if the emissions allowance expense is much lower 
than anticipated? 

20. Refer to the December 11,201 1 Financial Statement of Big Rivers, provided as an 
attachment to response AG 1-37: Please explain why the fuel cost seen in the Statements 
of Operations increases by over 250% from 2009 to 201 0 
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21. Refer to your response to AG 1-55. Please explain why there was the need for a 3% rate 
increase in “buy” scenario, but not in the “build” scenario to meet the TIER requirement. 

22. Refer to your response to Staff 1-3 1. Please comment on how a 1 I 1 TIER would affect 
the results of the 2012 Compliance Plan, instead of the 1.24 TIER currently being used. 

23. Refer to your response to KIUC 1-33, which mentions three different sets of forward 
power prices. Please state which power prices were used and in which section of the 
analysis, referencing any specific spreadsheet workbooks that have already been 
provided, and producing any spreadsheet workbooks that have not yet been provided. 

24. Refer to Table 5-8 of Exhibit DePriest-2. Please provide any spreadsheets, modeling and 
calculations associated with the analysis behind the “Break Even” natural gas price for 
conversion of the Reid 1 or Green 1 & 2 units. 

26. Does Big Rivers currently have an inteii-uptible agreement with the smelters or any other 
large commercial or industrial customers to reduce load in event of an emergency or at 
times of high peak demand? 

a. If not, has Big Rivers ever considered such a program that would allow it to avoid 
some built capacity of electric generating facilities? Produce any analysis of such 
a program. 

b. If so, please provide the current or expected impacts of those agreements in 
energy reductions, peak demand reductions and cost savings, both annual and 
monthly throughout the time period analyzed during the study. 

27. With regards to the load forecast used in your application and supporting analyses: 
a. Please provide the BREC load forecast, by month and year for both peak and 

energy requirements relied upon by ACES in its modeling analysis of the BREC 
units. 

b. State whether any other BREC load forecast was used in any portion of your 
application or supporting analyses. 
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i. If so, identify and explain the differences between the load forecasts that 
were used. 

i. State what month and year the load forecast was developed 
11. Produce the load forecast and any supporting analyses, worksheets, and 

modeling files. 
111. Please provide a description of the models, methods, data and key 

assumptions used to develop the load forecast. 
iv. State whether the load forecast reflects the projected impacts of any DSM 

programs? If so, please identify each specific DSM program, the quantity 
of reductions from DSM embedded in the load forecast, and the basis for 
the quantity of reductions assumed, and produce any work papers 
regasding such seductions. 

v. State whether the load forecast reflects the projected impact of any federal 
efficiency standards or programs. If so, please identify each specific 
federal efficiency standard or program, the quantity of reductions in 
forecasted load resulting from those standards arid programs, and the basis 
for the quantity of reductions assumed, and produce any work papers 
regarding such reductions. 

d. Produce Big Rivers’ most recent load forecast, along with any supporting 
analyses, work papers, or modeling files. 

c. For each load forecast used in your application or supporting analyses: 

.. 

... 

28. Refer to your response to SC 1-2 and KIUC 1-26: 

a. Identify the current unamortized plant balance for each of Big Rivers’ coal-fired 
generating units. 

b. Identify the projected unamortized plant balance as of Januaiy 1, 201 6 for each of 
Big Rivers’ coal-fired generating units 

c. Identify the estimated salvage value for each of Big Rivers’ coal-fired generating 
units. 

29. Refer to your response to SC 1 - 16a. For each year through 2026, identify the size in 
kWh of the energy shortfall that would need to be filled if Big Rivers’ coal fleet operated 
at a capacity factor of 62%. 

30. R.efer to your response to SC 1-17. 

a. Identify any coal-fired electric generating units that have achieved an average 
SO2 removal of at least 99% over a 30-day or 12-month period though the use of 
a wet FGD. 

b. Produce any continuous emissions monitoring (“CEMs”) data demonstrating 
achievement of at least 99% SO2 removal at a coal-fired electric generating unit 
through use of a wet FGD 
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c. Produce any wet FGD vendor guarantees of at least 99% SO2 removal for a coal- 
fired electric generating unit. 

d. Identify the annual estimated cost of additional SO2 allowance purchases if the 
wet FGD proposed for the Wilson plant achieves an annual average of 98% SO2 
removal, rather than 99%. 

3 1. Refer to your response to SC 1-25(b). Produce the proposals “from Sargent & Lundy and 
other engineering firms for assistance on the projects listed in the Environmental 
Compliance Plan filing,” and describe the status of Big Rivers’ review of those proposals 
including when you plan to make a frnal decision on such proposals. 

32. Refer to your response to SC 1-33. For each year of 2012 through 2033, identify the 
projected level in MWh of off-system sales. 

33. Refer to your responses to SC 1-36 and KIUC 1-7. For each of SO2, HC1, and mercury: 

a. State whether the results from each stack test are reflective of the average 30-day 
emissions of each pollutant from each coal unit 

i. If so, explain how they are reflective. 
ii. If not, explain why not 

b. State whether the results from each stack test are reflective of the average annual 
emissions of each pollutant from each coal unit 

i. If so, explain how they are reflective 
ii. If not, explain why not 

c. Produce the results of any other stack test for any of the those pollutants that has 
been carried out at any of the Big Rivers coal units since 2005 

d. State whether information regarding the emissions of any of those pollutants has 
been provided to U.S. EPA in response to any Infoimation Collection Request. 

i. If so, produce all such information. 

34. Refer to your response to SC 1-37. Identify the basis for your belief that “estimated 
emission rates accurately characterize HC1 emissions.” Produce any documents 
supporting that belief. 

35. Refer to your response to SC 1-39. Identify over what period of time and at what 
emission sources “limestone based, vertical wet FGD systems with forced oxidation have 
been proven to achieve SO2 removal efficiency of 99%“” Produce any documents 
supporting that contention. 
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36. Refer to your response to SC 1-3 1 .c. i and ii. 

a. Identify in dollars per d t u  the “available U S .  Energy Information 
Administration pricing” referenced therein for coal for each year of 2012 through 
2033. 

b. Identify in dollars per mrnE3tu the “available U.S. Energy Information 
Administration pricing” referenced therein for natural gas for each year of 2012 

c. State specifically what document or documents contain the “available U.S. 
Energy Information Administration pricing at the time of the study” are 
referenced therein, and produce such document or documents. 

through 2033 

37. Refer to your response to SC 1-45.c. Identify and produce any documents upon which 
your reasons identified therein for rejecting the use of lower sulfur Central Appalachian 
coal are based. 

38. Compare your response to SC 1-45.c. with your response to SC 1-47. 

a. Explain why in the former response you state that the use of Central Appalachian 
coal would require “modifications to units,” while in the latter you state that “it is 
not expected” that the burning of “lower sulfur bituminous coals would result in 
capital changes” at the HW&L,  Wilson, or Green Units. 

b. Identify any modifications that would be needed to bum lower sulfur bituminous 
coals at the HW&L,  Wilson, or Green Units, and the capital and O&M costs of 
such modifications. 

39. Refer to your response to KIUC 1-14. 

a. Identify the “670MW bituminous coal-fired power plant” that the cost of 
replacing the Wilson FGD was based on, the year in which the scrubber on that 
plant occurred, and the cost of such scrubber. Produce any documents regarding 
that scrubber project. 

b. Identify the “similarly sized bituminous coal-fired units” upon which the SCR 
costs were based, the years in which SCRs were installed on those units, and the 
cost of installing each such SCR. Produce the “recent project cost data” for such 
units. 

c. Produce the “similar sized unit co-firing study” upon which the costs for the 
Green and Reid natural gas conversions were developed, and identi& the unit in 
such study. 

d. Identify the “460MW coal-fired plant in the Southwest” upon which the costs for 
the Green and Reid natural gas conversions were developed, the cost of the 
conversion project for such plant, and the year in which that conversion occurred. 
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e. Identify the “similarly sized coal-fired plants” from which CCR modification 
costs were developed, the cost of the CCR modifications at such plants, and the 
years in which the CCR modifications took place. Produce the “recent conversion 
studies” arid “recent past project data” referenced therein 

40. Refer to your response to Staff 1-9. Produce any assessment or document regarding the 
impact that potential CCR and/or 3 16(b) regulations could have on the economics of Big 
Rivers’ 2012 Plan or on the economic feasibility of the continued operation of any of Big 
Rivers’ coal-fired generating units. 

41. Refer to the table attached to your response to Staff 1-1 6. 

a. Identify and produce each “quotation[] received from other prqjects during study” 
referenced therein. 

b. IdentifL and produce each “similar compliance stud[y]” referenced therein. 
c. Produce the “201 2 Budget Input e-mail” and any documents supporting the 

information contained in that e-mail. 
d. Identify and produce the “U.S. Department of Energy, Energy Infoimation 

Administration” document or documents referenced therein. 

42. Refer to your response to Staff 1-39. Identify the basis for the PACE Global projections 
of C 0 2  costs that were used in the ACES planning models, and produce any documents 
or work papers regarding such projections. 

43. Refer to your response to AG 1-20. 

a. Identify any SO2 emission limit that you included in your Title V perrnit renewal 
application for the Wilson plant if the new FGD scrubber is installed. 

b. Identify the assumed SO2 removal efficiency for the new FGD scrubber upon 
which that emission limit is based. 

c. Produce the Title V permit renewal application referenced therein. 

44. Refer to the November 1 I ,  201 1 Budget Letter from Siemens regarding SESS Budget 
Proposal No. 4296. 

a. Identify the SO2 removal percentage being achieved by the wet FGD at the 
Coleman facility. 

b. Given that SESS Budget Proposal No. 4296 is proposing a “design which is 
expected to provide Wilson Unit 1 with SO2 removal levels similar to the 
Coleman facility,” if the wet FGD at the Coleman facility is achieving less than 
99% removal, identify the additional capital and O&M costs over those in the 
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SESS Budget Proposal that would be needed for the wet FGD at Wilson TJnit 1 to 
achieve an average annual SO2 removal of 99%. 

45. Refer to page 7 of the Big Rivers 2010 IRP, Appendix B. 

a. 

b. 

C. 

Explain the basis for limiting the Big Rivers energy efficiency program budget to 
$1 1.2 million from 20 1 1-2020. 
State what level of annual energy efficiency program budget would be needed to 
achieve the level of energy savings and peak demand reduction identified for the 
achievable potential scenario. 
Identify the basis for assuming a 30% market penetration by 2020 for achievable 
cost effective energy efficiency programs, rather than a higher market penetration 
level. Produce any documents supporting or regarding that 30% market 
penetration assumption. 

46. Refer to p. 29 of the Big Rivers 2010 IRP, Appendix B. 

a. 

b. 

C. 

State how the annual avoided energy costs identified in Table 5.1 compare to the 
annual energy costs assumed in the 2012 Plan. 
State how the annual avoided capacity costs identified in Table 5.2 compare to the 
annual capacity costs assumed in the 2012 Plan. 
Identify the levels of economic, achievable, and program potential energy and 
capacity savings using the annual energy and capacity costs assumed in the 201 2 
Plan rather than the annual energy and capacity costs assumed in the 2010 IRP. 

47. With regards to either of Big Rivers’ two smelter customers, identi@: 

a. 

b. 

C. 

Any energy efficiency, demand side management, or demand response programs 
that Big Rivers has evaluated to achieve energy savings or reduce peak demand 
for either of the two smelters 
Any energy efficiency, demand side management, or demand response programs 
that Big Rivers has offered to either of the two smelters 
Any energy efficiency, demand side management, or demand response program 
that either of the two smelters is currently implementing 
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Respecthlly submitted, 

Joe Childers, Esq. 
Joe F. Childers & Associates 
300 Lexington Building 
201 West Short Street 
Lexington, Kentucky 40507 

859-258-9288 (facsimile) 
859-253-9824 

Of counsel: 

Kristin Henry 
Staff Attorney 
Sierra Club 
85 Second Street 
San Francisco, CA 94 1 05 
Phone: (415)977-5716 
Fax: (415) 977-5793 
lu-istin.henry@sierraclub .org 

Dated: June 22,20 12 
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CERTIFICATE OF SERVICE 

I certify that I mailed a copy of Ben Taylor and Sierra Club's Supplemental Requests for 
Information to Big Rivers Electric Corporation by first class mail on June 22,2012 to the 
following: 

James M. Miller, Esq. 
Tyson Kamuf 
Sullivan, Mountjoy, Stainback& Miller, PSC 
100 Saint Ann Street 
P.O. Box 727 
Owensboro, KY 42302-0727 

Jennifer B. Hans 
Assistant Attorney General's Office 
1024 Capital Center Drive, Suite 200 
Franlcfoi-t, KY 40601-8204 

Michael L,. Kurtz 
Kurt J. Boehrn 
Boehm, Kurtz & Lowry 
36 East Seventh Street, Suite 15 10 
Cincinnati, OH 45202 

David C. Brown, Esq. 
Stites & Harbison 
1800 Aegon Center, 400 West Market Street 
L,ouisville, KY 40202 

James Giarnpietro 
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SIERRA 
CLUB 

VIA COURIER AND EMAIL, 

June 22,2012 

MI. Jeff Derouen 
Executive Director 
Kentucky Public Service Commission 
21 1 Sower Boulevard 
Frankfort, Kentucky 4060 1 

Re: Intervenor Ben Taylor and Sierra Club’s 2nd Set of Requests for Information to 
Big Rivers Electric Corp. 
Docket 2012-00063 

Dear h4r. Derouen, 

Enclosed please find 1 1 copies of the public version of Ben Taylor and Sierra Club’s 2nd set of 
requests for information to Big Rivers Electric Corp. in docket 2012-00063. Also included in this 
filing is a confidential version of the document in a sealed envelope marked “Confidential”. 
Questions 25 (pp. 14) and 48 (pp“ 19-20) include information that is subject to a petition for 
confidential treatment filed by James Miller and Tsyon Kamuf, Counsel for Big Rivers Electric 
COT. 

Sincerely, 

James Giampietro 
Sierra Club Environmental Law Program 

85 2nd Street, 2nd Floor 
San Francisco CA, 94105 

Office: (415)977-5638 
a s .  giampietro@,sierraclub.org 

Sierra Club I 8.5 Second Street, Second Floor I San Francisco, CA 94105-3441 I TEL,: (415) 977-5595 I sierraclub.org 

mailto:giampietro@,sierraclub.org
http://sierraclub.org
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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

APPLICATION OF BIG RIVERS ELECTRIC 
CORPORATION FOR AN APPROVAL OF ITS ) 
2012 ENVIRONMENTAL COMPLIANCE PLAN, ) 
FOR APPROVAL OF ITS AMENDED ) CASENO. 

SURCHARGE TARIFF, FOR CERTIFICATES OF ) 
PUBLIC CONVENIENCE AND NECESSITY, ) 
AND FOR AUTHORITY TO ESTABLISH A ) 
REGULATORY ACCOUNT ) 

) 

ENVIRONMENTAL COST RECOVERY ) 2012-00063 

COMMISSION STAFF’S FIRST REQUEST FOR INFORMATION TO 
KENTUCKY INDUSTRIAL UTILITY CUSTOMERS, INC. 

Kentucky Industrial Utility Customers, Inc. (“KIUC”), pursuant to 807 KAR 5:001, 

is to file with the Commission the original and ten copies of the following information, 

with a copy to all parties of record. The information requested herein is due on or 

before August 6, 201 2. Responses to requests for information shall be appropriately 

bound, tabbed and indexed. Each response shall include the name of the witness 

responsible for responding to the questions related to the information provided. 

Each response shall be answered under oath or, for representatives of a public 

or private corporation or a partnership or association or a governmental agency, be 

accompanied by a signed certification of the preparer or the person supervising the 

preparation of the response on behalf of the entity that the response is true and 

accurate to the best of that person’s knowledge, information, and belief formed after a 

reasonable inquiry. 



KIUC shall make timely amendment to any prior response if it obtains information 

which indicates that the response was incorrect when made or, though correct when 

made, is now incorrect in any material respect. For any request to which KIUC fails or 

refuses to furnish all or part of the requested information, it shall provide a written 

explanation of the specific grounds for its failure to completely and precisely respond. 

Careful attention shall be given to copied material to ensure that it is legible. 

When the requested information has been previously provided in this proceeding in the 

requested format, reference may be made to the specific location of that information in 

responding to this request. 

1. Refer to the Direct Testimony of Stephen J. Baron (“Baron Testimony”), 

Baron Exhibit-(SJB-Z) which was filed under petition for confidentiality. Provide this 

Exhibit for the years 201 7 and 201 8. 

2. Refer to the Baron Testimony, Baron Exhibit-(SJB-3) which was filed 

under petition for confidential treatment. 

a. Explain how the 2016 Base Case Revenues were derived. Include 

in your response specific cell references to the Big Rivers Financial Forecast (2012- 

2026) Base Case which was filed on June 14, 2012 under petition for confidential 

treatment. 

b. Confirm that this exhibit shows that, under the KlUC proposal, the 

Rural Economic Reserve would be depleted by $3,387,759 more in 2016 than under Big 

Rivers’ proposal. 

c. Provide this Exhibit for the years 201 7 and 201 8. 
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3. Refer to the Direct Testimony of Lane Kollen (“Kollen Testimony”) at 

pages 8-9, wherein Mr. Kollen provides factors that he believes weigh against 

environmental compliance Projects 4 (Wilson Unit 1 scrubber) and 5 (Green Unit 2 

SCR) included in the Build Case but not in the Buy Case. On page 9, Mr. Kollen lists 

one of the factors as being “the flexibility that the Buy Case affords the Commission to 

subsequently revisit the Build alternative if the economics support such a decision in the 

future.” Is Mr. Kollen suggesting that Big Rivers should buy power and mothball the 

Wilson and Green units? If yes, what costs does Mr. Kollen believe would be 

associated with mothballing the plants? 

4. Refer to the Kollen Testimony at pages 17 and 18. Provide Mr. Kollen’s 

definition of fixed production maintenance expense as discussed here. Include 

examples of fixed production maintenance expenses as defined here. Identify fixed 

production maintenance expenses that could be reduced by 25 percent in the event of 

the loss of smelter load. 

5. Refer to the Kollen Testimony at page 18, line 5. Provide all support for 

the $133 million reduction in net present value that would result from a 25 percent 

reduction in fixed production maintenance expense. 

6. Refer to the Kollen Testimony at page 23, lines 8-13. Reference is made 

to average rate increases for the rural and large industrial classes of 69 percent under 

the Build Scenario and the Smelters terminating their contracts and 84 percent increase 

under the Buy Scenario and the Smelters terminating their contracts. Provide all 

support for these percentage increases. 
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7. State fully and succinctly the KlUC recommendation. If the KlUC 

recommendation is for Big Rivers to forego Projects 4 and 5 of its proposed 

environmental compliance plan and instead pursue the Buy Scenario, would KIUC 

agree that the Buy Scenario is not without risk? Does KlUC have any suggestions on 

ways to mitigate some of the risk associated with pursuing the Buy Scenario? 

8. Refer to the Kollen Testimony, page 29, lines 12 thru 15. Did KlUC 

consider the likely commodity, equipment and labor cost increases associated with the 

delay of Projects 4 and 5? If so, provide an estimate of the potential increases and 

provide support for the estimates. 

9. Refer to pages 30-31 of the Kollen Testimony at which Mr. Kollen 

discusses Big Rivers’ credit rating. Is Mr. Kollen aware that Fitch Ratings recently 

reaffirmed Big Rivers BBB-rating on the $83.3 million County of Ohio, Kentucky’s 

pollution control refunding revenue bonds series 201 OA? 

10. Refer to the Direct Testimony of Philip Hayet (“Hayet Testimony”), pages 

21 and 22. Provide electronic versions of the analysis used to prepare the tables on 

pages 21 and 22 of the Hayet Testimony. List all assumptions and identify all data 

sources used in the analysis. 

Jeff Derouen 
Executive Director 
Public Service Commission 
P. 0. Box 615 
Frankfort, KY 40602 

DATED 

cc: Parties of Record 

Case No. 2012-00063 
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COMMONWEALTH OF KENTUCKY 
BEFORE THE PUBLIC SERVICE COMMISSION 

IN THE MATTER OF THE: 

APPLICATION OF RIG RIVERS ELECTRIC ) CASE NO. 2012-00063 
CORPORATION FOR APPROVAL OF ITS ) 

PLAN, FOR APPROVAL OF ITS AMENDED ) 

SIJRCHARGE TARIFF, FORCERTIFICATES ) 

2012 ENVIRONMENTAL COMPLIANCE ) 

ENVIRONMENTAL COST RECOVERY 1 

OF PUBLIC CONVENIENCE AND ) 
NECESSITY, AND FOR AUTHORITY TO 1 
ESTABLISH A REGULATORY ACCOUNT ) 

MOTION TO COMPEL 

Kentucky Industrial Utility Customers, Inc. (“KIUC”) hereby moves the Kentucky Public 

Service Cominission (“Commission”) to enter an Order requiring Big Rivers Electric 

Corporation (“Big Rivers”) to request certain information from ACES Power Marketing 

(“ACES”) and to provide that information to the parties in this proceeding. The information 

KIUC seeks is necessary to the Commission’s ultimate determination of whether the April 2, 

2012 Application (“Application”) filed by Big Rivers in this case satisfies the standards set forth 

in KRS 278.020 and 278.183. For the reasons discussed below, the Commission should grant 

KIUC’s Motion. 

MEMORANDUM IN SUPPORT 

On April 23, 2012, KIUC filed a Motion to Dismiss at the Commission, arguing that Big 

Rivers’ Application had provided insufficient information with which the Commission could 

make the determinations required under KRS 278.020 and 278.1 83. Though the Commission 

ultimately denied KIUC’s Motion to Dismiss on May 3, 2012, issues related to Big Rivers’ 

initial failure to provide sufficient information in its Application continue to persist. The specific 

issue that forms the basis of this Motion to Compel is Big Rivers’ failure to produce the database 



of Big Rivers-specific inputs used by ACES to run the Ventyx Planning and Risk (“PAR’) 

model that was used in conducting its production cost inodeling for Big Rivers. Without such 

data, neither intervenors nor the Commission itself can verify the modeling results submitted by 

Big Rivers in this proceeding. The lack of this data therefore renders it impossible for the 

Commission to determine with certainty whether Big Rivers’ Application meets the standards set 

forth in KRS 278.020 and KRS 278.183. 

KITJC attempted to remedy this issue through a letter sent to Big Rivers on May 1 1, 201 2 

in which KITJC specifically requested “[tlhe input data assumptions, and all supporting 

documents associated with the development of the input data assumptions” used by ACES as 

well as “[tlhe actual production cost model that ACES used, as well as all input files that went to 

the model at the time the runs were perfoiined.’” KIUC also asked Big Rivers for additional 

information in the May 11, 2012 letter. Though Big Rivers provided some of the information 

requested by KIUC in a Response filed May 24,2012, Big Rivers did not provide the database of 

iriputs specific to Big Rivers that ACES had used in conducting its production cost modeling. 

KIUC has also contacted Big Rivers in an attempt to retrieve this information, but has not 

succeeded in procuring the necessary data. 

In addition to informal attempts to procure the data, a number of questions in KITJC’s 

first set of discovery requests filed May 22, 2012 were sufficiently broad to have warranted the 

production of the Big Rivers-specific data used by ACES in its production cost modeling. For 

example, KIUC Q1.4 stated: 

Please supply all documents, memos, letters and emails that were sent back and forth 
between the Company and ACES concerning either input or output data associated 
with the base case and five scenarios, as well as any other cases that ACES performed. 

Q1.20, regarding Big Rivers witness Hite’s testimony, stated: 

’ The May 11,2012 L,etter is Attached. 



Page 8 discusses that Big Rivers received production cost results from ACES Power 
Marketing. Please provide all documents, memos, letters and emails that went back and 
forth between ACES and Big Rivers regarding these analyses, including the engagement 
letter, contract documents, data assumption documents, model result analyses, etc. 

Q 1.2 1 stated: 

Provide copies of all models and spreadsheets developed containing input assumptions 
and output results. Provide these electronically, with all fonnulas intact. 

Q1.22 stated: 

Provide copies of all written reports, memos, emails or documentation of any type that 
either ACES or PACE Global produced regarding this project, as well as any that Big 
Rivers produced related to the analyses that either ACES or PACE Global performed. 

In responding to KIUC’s discovery requests, Big Rivers failed, and now explicitly 

refuses, to provide the database of Big Rivers-specific inputs that was used by ACES in its 

production cost modeling. On a conference call on June 4, 2012, which included people from 

Big Rivers,” ACES, Venytx, ICIUC, the Sierra Club, the Attoiiiey General’s office, Big Rivers 

and ACES explained that the data sought had been provided in another format, and that the 

specific files sought were the proprietary work product of ACES and that ACES was not 

obligated to provide the information in the specific foiinat that KIUC requested. 

Big Rivers’ failure to provide the ACES database of Big Rivers-specific inputs in the 

format used in itsproductiori cost modeling prevents both intervenors and the Commission from 

being able to verify the results of the ACES production cost modeling that Big Rivers’ 

Application is based upon with certainty. Big Rivers suggests that the information that has been 

provided should be sufficient to be able to closely match the results produced by ACES. T%al 

may be true, however, KIUC believes that it is an unnecessary burden for KIUC to have to 

perform an unspecified amount of work in the interests of first reproducing identically what 

ACES has already created. Even if KIUC were willing to perform that work, there would be no 



assurance that identical results would be produced. Oftentimes in inodeling efforts such as this. 

the modeler sets inputs, sometimes referred to as ruii control switches, and KIUC would have no 

idea liow those switches or any other similar types of switches were set by ACES modelers 

without the database. Thus, without the specific input files froin ACES, which have not been 

provided to ICIUC, there would be 110 guarantee that KIUC could reproduce ACES’ results 

identically. Further, even if intervenors or Staff were to obtain a license of the production cost 

inodeling software used by ACES, there is insufficient time for parties to qtke&+recreate tlie 

PAR model input files in the exact way that ACES already constructed them, such that the 

parties would be able to replicate the ACES results with exact precision, which is a necessary 

starting point for KIUC’s work. -d S ;  r?CEE ~f the 

2 K R S  

278.183 provides that a hearing must be conducted within six months after an application is 

filed. Because of time limitations imposed by statute, it is critical that Big Rivers provide the 

information necessary for parties to verify the production cost inodeling results presented in Big 

Rivers’ Application. It should also be iiientioned that another option was offered Big Rivers, in 

which KIUC’s consultants would travel to ACES’ office and work directly with ACES Staff to 

make data changes to KIUC’s input files to then perform KIUC’s production cost runs. Big 

River’s refused to accommodate tliis approach as well. 

. .  

Without a method by which to verify the accuracy of the information presented in Big 

Rivers’ Application within the time constraints imposed by law, the Corninissiori cannot make a 

final determination with certainty regarding whether Big Rivers’ Application satisfies the 

requirements of KRS 278.183 or KRS 278.020. KRS 278.183 requires the Coinrnission to 

determine whether an environmental compliance plan and rate surcharge are “reasonable and 



cost-effective” for compliance with certain environmental requirements. Additionally, KRS 

278.020 requires the Commission to determine whether “public convenience and necessity 

require” projects proposed in Big Rivers’ Application. The Commission should not proceed to 

determine whether Big Rivers’ Application meets these standards without an examination of the 

accuracy of the inodeling results that form the basis for Big Rivers’ Application. 

KIUC voiced its concern regarding Big Rivers’ failure to produce a witness to provide 

infomation regarding the assumptions used by ACES in its production cost modeling in KIUC’s 

Motion to Dismiss. The continued lack of critical data necessary to this case is a result of Big 

Rivers’ failure to provide such a witness. KIUC recognizes that the ACES information requested 

in this Motion may need to be treated as confidential, and would not object to such treatment. 

But such information is vital to the Commission’s ultiinate determinations in this case and 

therefore, the Commission should require Big Rivers to request the database from ACES and to 

provide that information to the parties in this proceeding. 

WHEREFORE, ISIUC respectfully requests that the Coininission enter an Order 

requiring Big Rivers to request the database of Big Rivers-specific data used by ACES in its 

production cost modeling and to provide that database to the parties in this proceeding. 

Respectfully submitted, 

Michael L. Kurtz, Esq. 
Kurt J. Boehm, Esq. 
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NON-DISCLOSURE AGREEMENT 
Kentucky Public Service Commission 

Case No. 2012-00063 

This Non-Disclosure Agreement is entered into this day of June 2012, by and between 
Kentucky Industrial Utility Customers, Inc. (“KIUC” or “Intervenor”) and Alliance for 
Cooperative Energy Services Power Marketing LLC (“ACES Power Marketing” or “APM”) (each 
individually referred to as “Party” and collectively as “Parties”). 

WHEREAS, APM provides, inter alia, certain modeling services for Big Rivers Electric 
Corporation (“Big Rivers”) through the use of proprietary software licensed to APM by Ventyx; 
and 

WHEREAS, APM has created a Database that APM believes to be confidential and 
proprietary within the licensed proprietary software which contains information used by APM to 
prepare certain scenarios for use in Kentucky Public Service Commission Case No. 2012-00063 
(“this Proceeding”); and 

WHEREAS, KIUC is an Intervenor in this Proceeding and such Intervenor desires access 
to APM’s Database within the Ventyx licensed proprietary software which contains information 
used by APM to prepare certain scenarios for use in this Proceeding by Big Rivers; and 

WHEREAS, APM, pursuant to a request by Big Rivers and pursuant to conditions 
established by APM’s license with Ventyx, the owner of the proprietary software, is willing to 
provide to KIUC the portion of APM’s Database that pertains to Big Rivers, provided that, KIUC 
agrees to the terms and conditions expressed herein. 

NOW WHEREFORE, in consideration of the promises and covenants herein and for good 
and valuable consideration, the adequacy and sufficiency of which are hereby acknowledged, the 
Parties intending to be legally bound do hereby agree as follows: 

Definitions : 

“Database” shall mean the electronic computer file derived from the Ventyx PaR licensed 
proprietary software that contains certain Big Rivers model data parameters used by APM in 
developing scenarios for Big Rivers and used in support of this Proceeding. 

“Notes” means memoranda, handwritten notes, or any other form of infomation 
(including electronic information) that copies or discloses the information contained in the 
Database. Notes are subject to the same restrictions provided in this Agreement for the Database 
except as specifically provided otherwise in this Agreement. 

Agreement: 

1. Access to the Database that APM believes to be confidential and propriety and for 
which confidential treatment is sought by APM in this case will be limited strictly to Intervenor, its 
legal counsel and/or consultants, and employees of Intervenor’s clients in this matter who have a 
need for access to the Database for purposes of this Proceeding and who shall execute a 
non-disclosure certificate as described in paragraph 3 and attached as Exhibit A to this agreement. 



2. lJse of the Database provided pursuant to this Non-Disclosure Agreement shall 
be limited strictly to this Proceeding and any appeals froin this Proceeding. 

3. The non-disclosure certificate shall require Intervenor, its legal counsel, and its 
consultants to read a copy of this agreement and certify in writing that it, he, or she has reviewed 
this agreement and agrees to be bound by its terms before disclosure of the confidential and 
proprietary information will be made. The certificate shall contain the full name of Intervenor's 
legal counsel and/or consultant(s) and their permanent business address. A copy of each 
certificate shall be provided to APM. 

4. Pending a ruling by the Commission upon a petition for confidential treatment of 
the Database and if the Commission orders that confidential treatment shall be afforded, the 
Database shall be deemed to be held in trust pursuant to this agreement and shall be returned to 
APM upon demand at the conclusion of this Proceeding. Upon demand for return of the 
information, any notations or other work product of Intervenor, its counsel, or its consultants made 
or contained in the information shall be redacted prior to the return of the information to APM. 
Copies of filings, official transcripts and exhibits in this Proceeding that contaiii information 
contained in the Database and Notes may be retained, if they are maintained in a secure place. 

5. If Intervenor desires to make use of any confidential or proprietary information 
obtained as a result of its, its legal counsel's, or its consultant's examination of the Database, 
whether in testimony filed by Intervenor or through cross-examination of any witness or 
otherwise, Intervenor shall noti@ APM in advance of the proposed use and shall meet with APM's 
representatives to attempt in good faith to establish a procedure that will accommodate the needs 
of Intervenor to make use of the information without risking its public disclosure. If APM and 
Intervenor are unable to agree on a means of preventing public disclosure of the confidential and 
proprietary information, APM and Intervenor will submit these issues to the Commission for 
resolution before the proposed use of the information is made. 

6. Each and every party to this agreement will act in good faith, and no party to the 
agreement will do anything to deprive any other party of the benefit of this agreement. The 
Parties agree that the Commission is the sole and exclusive forum for considering any alleged 
breach of this agreement, and that the remedies within the jurisdiction of the Corrlrriission are the 
only available remedies. This agreement does not restrict the parties from seeking any injunctive 
relief in a court of competent jurisdiction which they believe that they are otherwise entitled to 
seek; furthermore, it does not extinguish any right to judicial review of the Commission's actions. 
The parties do, however, expressly waive any other relief or remedy to which they might be 
entitled in the absence of the limitations of this agreement. 

7. Intervenor's participation in this agreement shall riot be construed as an admission 
that the information claimed to be confidential and proprietary is, as a matter of law, confidential 
and proprietary, or as a waiver of any right to assert that the information is not confidential and 
proprietary before the Corninission or any court of competent jurisdiction. In the event the 
Cornmission should rule that any of the information should be removed from the restrictions 
imposed by this agreement, Intervenor shall not disclose such information until the Commission's 
Order subjecting the information to public disclosure is final pursuant to KRS 278.410, or until all 
appeals of such Order have been exhausted, unless authorized to do so by APM or a court of 
competent jurisdiction. 



8. ‘This agreement shall bind the parties to it from the date of its execution. Every 
executed copy of this agreement will be deemed an original. 

EXECUTED this ____ day of June, 2012. 



Kentucky Industrial Utility 
Customers, Inc. 

By: 

Title: 

Alliance for Cooperative Energy 
Services Power Marketing LLC 

By: 

Title: 



EXHIBIT A 

Name 

NONDISCLOSURE CERTIFICATE 

Address 

The undersigned hereby certify that, before disclosure to them of confidential and proprietary 
information of Big Rivers, they have read the confidentiality agreement between Big 
Rivers and 
reference as if set forth in its entirety, and agree to be bound by its tenns. 

which is incorporated herein by 
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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

APPLICATION OF BIG RIVERS ELECTRIC 
CORPORATION FOR AN APPROVAL OF ITS ) 
2012 ENVIRONMENTAL COMPLIANCE PLAN, ) 
FOR APPROVAL OF ITS AMENDED ) CASENO. 

SURCHARGE TARIFF, FOR CERTIFICATES OF ) 
PUBLIC CONVENIENCE AND NECESSITY, ) 
AND FOR AUTHORITY TO ESTABLISH A ) 
REGULATORY ACCOUNT ) 

1 

ENVIRONMENTAL COST RECOVERY ) 2012-00063 

COMMISSION STAFF’S FIRST REQUEST FOR INFORMATION TQ 
KENTUCKY INDUSTRIAL UTILITY CUSTOMERS, INC. 

Kentucky Industrial Utility Customers, Inc. (“KIUC”), pursuant to 807 KAR 5:001, 

is to file with the Commission the original and ten copies of the following information, 

with a copy to all parties of record. The information requested herein is due on or 

before August 6, 201 2. Responses to requests for information shall be appropriately 

bound, tabbed and indexed. Each response shall include the name of the witness 

responsible for responding to the questions related to the information provided. 

Each response shall be answered under oath or, for representatives of a public 

or private corporation or a partnership or association or a governmental agency, be 

accompanied by a signed certification of the preparer or the person supervising the 

preparation of the response on behalf of the entity that the response is true and 

accurate to the best of that person’s knowledge, information, and belief formed after a 

rea so na b le inquiry 



KIUC shall make timely amendment to any prior response if it obtains information 

which indicates that the response was incorrect when made or, though correct when 

made, is now incorrect in any material respect. For any request to which KlUC fails or 

refuses to furnish all or part of the requested information, it shall provide a written 

explanation of the specific grounds for its failure to completely and precisely respond. 

Careful attention shall be given to copied material to ensure that it is legible. 

When the requested information has been previously provided in this proceeding in the 

requested format, reference may be made to the specific location of that information in 

responding to this request. 

I. Refer to the Direct Testimony of Stephen J. Baron (“Baron Testimony”), 

Baron Exhibit-(SJB-2) which was filed under petition for confidentiality. Provide this 

Exhibit for the years 2017 and 2018. 

2. Refer to the Baron Testimony, Baron Exhibit-(SJB-3) which was filed 

under petition for confidential treatment. 

a. Explain how the 2016 Base Case Revenues were derived. Include 

in your response specific cell references to the Big Rivers Financial Forecast (2012- 

2026) Base Case which was filed on June 14, 2012 under petition for confidential 

treatment . 

b. Confirm that this exhibit shows that, under the KlUC proposal, the 

Rural Economic Reserve would be depleted by $3,387,759 more in 2016 than under Big 

Rivers’ proposal. 

c. Provide this Exhibit for the years 201 7 and 201 8. 

-2- Case No. 2012-00063 



3. Refer to the Direct Testimony of Lane Kollen (“Kollen Testimony”) at 

pages 8-9, wherein Mr. Kollen provides factors that he believes weigh against 

environmental compliance Projects 4 (Wilson Unit 1 scrubber) and 5 (Green Unit 2 

SCR) included in the Build Case but not in the Buy Case. On page 9, Mr. Kollen lists 

one of the factors as being “the flexibility that the Buy Case affords the Commission to 

subsequently revisit the Build alternative if the economics support such a decision in the 

future.” Is Mr. Kollen suggesting that Big Rivers should buy power and mothball the 

Wilson and Green units? If yes, what costs does Mr. Kollen believe would be 

associated with mothballing the plants? 

4. Refer to the Kollen Testimony at pages 17 and 18. Provide Mr. Kollen’s 

definition of fixed production maintenance expense as discussed here. Include 

examples of fixed production maintenance expenses as defined here. Identify fixed 

production maintenance expenses that could be reduced by 25 percent in the event of 

the loss of smelter load. 

5. Refer to the Kollen Testimony at page 18, line 5. Provide all support for 

the $133 million reduction in net present value that would result from a 25 percent 

reduction in fixed production maintenance expense. 

6. Refer to the Kollen Testimony at page 23, lines 8-13. Reference is made 

to average rate increases for the rural and large industrial classes of 69 percent under 

the Build Scenario and the Smelters terminating their contracts and 84 percent increase 

under the Buy Scenario and the Smelters terminating their contracts. Provide all 

support for these percentage increases. 
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7. State fully and succinctly the KlUC recommendation. If the KlUC 

recommendation is for Big Rivers to forego Projects 4 and 5 of its proposed 

environmental compliance plan and instead pursue the Buy Scenario, would KlUC 

agree that the Buy Scenario is not without risk? Does KlUC have any suggestions on 

ways to mitigate some of the risk associated with pursuing the Buy Scenario? 

8. Refer to the Kollen Testimony, page 29, lines 12 thru 15. Did KlUC 

consider the likely commodity, equipment and labor cost increases associated with the 

delay of Projects 4 and 5? If so, provide an estimate of the potential increases and 

provide support for the estimates. 

9. Refer to pages 30-31 of the Kollen Testimony at which Mr. Kollen 

discusses Big Rivers’ credit rating. Is Mr. Kollen aware that Fitch Ratings recently 

reaffirmed Big Rivers BBB-rating on the $83.3 million County of Ohio, Kentucky’s 

pollution control refunding revenue bonds series 201 OA? 

I O .  Refer to the Direct Testimony of Philip Hayet (“Hayet Testimony”), pages 

21 and 22. Provide electronic versions of the analysis used to prepare the tables on 

pages 21 and 22 of the Hayet Testimony. List all assumptions and identify all data 

sources used in the analysis. 

Jeff Derouen 
Executive Director 
Public Service Commission 
P. 0. Box 615 
Frankfort, KY 40602 

DATED 

cc: Parties of Record 

Case No. 2012-00063 
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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

APPLICATION OF BIG RIVERS ELECTRIC 
CORPORATION FOR APPROVAL OF ITS 2012 
ENVIRONMENTAL COMPLIANCE PLAN, FOR 
APPROVAL OF ITS AMENDED ENVIRONMENTAL 
COST RECOVERY SURCHARGE TARIFF, FOR 
CERTIFICATES OF PUBLIC CONVENIENCE AND 
NECESSITY, AND FOR AUTHORITY TO 
EXTABLISH A REGULATORY ACCOUNT 

) 
1 
) 

1 
) 
1 
) 

) CASE NO. 2012-00063 

COMMISSION STAFF’S FIRST REQUEST FOR INFORMATION TO 
BIG RlVERS,~ELECTRIC CORPORATION 

Big Rivers Electric Corporation (“Big Rivers”), pursuant to 807 KAR 5:001, is to 

file with the Commission the original and ten copies of the following information, with a 

copy to all parties of record. The information requested herein is due on or before June 

1 , 2012. Responses to requests for information shall be appropriately bound, tabbed 

and indexed. Each response shall include the name of the witness responsible for 

responding to the questions related to the information provided. 

Each response shall be answered under oath or, for representatives of a public 

or private corporation or a partnership or association or a governmental agency, be 

accompanied by a signed certification of the preparer or the person supervising the 

preparation of the response on behalf of the entity that the response is true and 

accurate to the best of that person’s knowledge, information, and belief formed after a 

reasonable inquiry. 



Big Rivers shall make  timely amendment  to any prior response  if it obtains 

information which indicates that the  response w a s  incorrect when m a d e  or, though 

correct when made ,  is now incorrect in any  material respect. For a n y  request to which 

Big Rivers fails o r  refuses to furnish all o r  part of the  requested information, it shall 

provide a written explanation of the specific grounds for its failure to completely and  

precisely respond. 

Careful attention shall b e  given to  copied material to ensu re  that it is legible. 

When the  requested information h a s  been  previously provided in this proceeding in the 

requested format, reference may b e  m a d e  to the  specific location of that information in 

responding to this request. 

1. Refer to the  Application, p a g e  7, which s ta tes  that  Big Rivers is requesting 

authority to establish a regulatory account. T h e  Application s ta tes ,  “[als explained 

further in Mr. Hite’s testimony, Big Rivers h a s  incurred cos ts  in developing this 

Application, and  it will incur additional cos ts  to prosecute this c a s e .  T h e s e  cos ts  

primarily s t em from the  retention of experts in the  legal, regulatory, and  engineering 

professions.” Provide the  actual cos ts  incurred to  da t e  by type a n d  vendor. Consider 

this a n  ongoing request to b e  updated by the  15ith of the  month, to report the prior 

month’s expense ,  for e a c h  month up  to and  including the  month of the  hearing in this 

case. 

2. Refer to page  13 of the  Direct Testimony of Robert W. Berry (“Berry 

Testimony”), lines 17-20. It s ta tes ,  “[iln 201 6, when the  projects in the  2012 Plan should 

b e  complete, total billings to the  rate classes will increase by approximately 6 .9% 

relative to projected 2016 billings absen t  the 2012 Plan, and  by approximately 7.8% 
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relative to projected 201 2 billings.” Also refer to Exhibits Wolfram-5 and Wolfram-6, of 

the Direct Testimony of John Wolfram (“Wolfram Testimony”). 

a. Exhibit Wolfram-6 shows the 6.9 percent and 7.8 percent increases 

to be for the Rural class. State whether the percentages apply only to the Rural class or 

to the system as a whole. 

b. Provide the projected completed forms from Exhibit Wolfram-5 

which support the 6.9 percent and 7.8 percent projected 2016 billing. 

c. Provide the calculations that support the amounts shown in 

columns 1, 2 and 3 of Exhibit Wolfram-6. 

3. Refer to page 18 of the Berry Testimony at lines 17-19. How will Big 

Rivers replace the demand and energy that would normally be provided by Wilson Unit 

1 during the three-year period from 2013 through 2016 when the new flue gas 

desulfurization, or scrubber, system is being fabricated and constructed? 

4. Refer to page 20 of the Berry Testimony. Project 6 is the completion of 

the Reid Unit 1 conversion of the boiler‘s coal burners to natural gas. KRS 278.183(1) 

provides, in relevant part, as follows: 

[A] utility shall be entitled to current recovery of its costs of 
complying with the Federal Clean Air Act as amended and 
those federal, state, or local environmental requirements 
which apply to coal combustion wastes and by-products from 
facilities utilized for production of energy from coal in 
accordance with the utility’s compliance plan . . . . 

a. Provide the basis of how the costs of Project 6 can be recovered 

through an environmental surcharge in light of the language of KRS 278.183(1). 
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b. If Project 6 could not be reflected in the monthly enviranmental cost 

recovery mechanism, provide the effect this would have on any testimony and/or 

exhibits filed in this proceeding. 

c. Starting at line 9, Mr. Berry states that four of the boiler‘s eight coal 

burners were converted to natural gas in 2004 but that the burners were never 

permitted, tested or put into service. Mr. Berry also states that Project 6 “will provide 

the maintenance, testing and other necessary tasks to complete the existing natural gas 

conversion that was started in 2004.” 

(1) State whether the four converted burners are currently 

recorded in plant in service on Big Rivers’ books or if they are recorded in another 

account for plant not in service. 

(2) State whether the investment of the 2004 conversion is 

being recovered through Big Rivers’ base rates. 

(3) Pravide Big Rivers’ plan with regard to the four coal burners. 

d. State whether there is an adequate supply of gas to serve a 

converted Reid Unit 1. 

e. At lines 15-17 of the Berry Testimony on page 20, Mr. Berry states 

that “[nlatural gas firing will reduce SO:! and NO, emissions for CSAPR, and exempt 

[Reid Unit I] from MATS.” Explain how the conversion to natural gas would exempt 

Reid Unit 1 from the MATS requirements. 

5. Refer to page 21 of the Berry Testimony. Starting at line 6, Mr. Berry 

states that the estimated capital cost for Reid Unit 1 conversion is $1.2 million and that 

ongoing operation and maintenance expenses are not expected to increase. He also 
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states that “[h]owever, anticipated increases in fuel cost will most likely cause this unit to 

continue to be used for peaking service in the future.” 

a. Confirm that the type of “fuel cost” to which Mr. Berry is referring is 

natural gas. If not, provide the type of fuel cost referred to. 

b. Is Reid Unit 1 currently used for peaking purposes? If yes, explain 

why a coal unit such as Reid Unit -l is not used for baseload purposes. 

6 Refer to page 21 of the Berry Testimony at lines 7-9, which refers to 

anticipated increases in fuel costs that would likely result in Reid Unit 1 being used as a 

peaking unit after its conversion to natural gas. When does Big Rivers anticipate such 

an increase in fuel costs will occur that would render Reid Unit 1 to be a peaking unit 

after being converted to natural gas? 

7. Refer to page 22 of the Berry Testimony. Starting at line 12, Mr. Berry 

states that the portion of the 201 2 Environmental Compliance Plan (“201 2 Plan”) related 

to Station Two is currently under review by Henderson Municipal Power and Light 

(“HMP&LI’). Provide the status of the Station Two review being conducted by HMP&L 

and the timeframe for a response from HMP&L. 

8. Refer to page 23 of the Berry Testimony at lines 19-20. Does Big Rivers 

plan to accomplish the two years of fabrication and construction related to Projects 8, 9 

and 10 during planned outage schedules? 

9. Refer to page 28 of the Berry Testimony at lines 19-20 in which it is noted 

that although the Sargent & Lundy study included consideration of the U.S. 

E nvi ro nmenta I Protect ion Agency’s (“E PA,) pro posed regulation concerning coal 

combustion residuals and the EPA’s rules relating to impingement mortality and 
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entrainment under Section 31 6(b) of the Clean Water Act, Big Rivers did not include the 

potential costs of compliance with these rules in analyzing the cost effectiveness of the 

alternatives considered for inclusion in its 201 2 Plan. 

a. What impact would compliance with these potential regulations 

have on the operations of the affected plants? 

b. How would compliance with these regulations affect the economic 

feasibility of Big Rivers’ 2012 Plan? 

10. Refer to Exhibit Berry-3, pages 1-2. 

a. 

b. 

Provide the age of each of the units listed on Tables 1-2 and 1-3. 

Provide the most recent life extension studies performed on each of 

the units listed on Tables 1-2 and 1-3. 

11. Refer to Exhibit Berry-3, page 1 of 3, at footnote 2. 

a. For each of the three Coleman Units, provide the actual average 

SO;! emissions of the three highest years during the 2006-2010 time period. 

b. Explain why an annual average emission rate of 0.25 IblMMBtu 

was used. 

12. Refer to page 4 of the Direct Testimony of William DePriest (“DePriest 

Testimony”) wherein Mr. DePriest provides the total capital and operation and 

maintenance costs associated with Project 7, the upgrades at HMP&L Units 1 and 2, as 

well as Big Rivers’ share of those costs. Provide the basis for the allocation of costs 

between Big Rivers and HMP&L or state where in the Application it can be found. 

13. Refer to page 15 of the DePriest Testimony, lines 3-7 concerning the 

conversion of Reid Unit 1 to natural gas. 
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a. What is the expected impact of the Reid Unit 1 conversion on the 

unit’s heat rate and generating capability? 

h. Explain whether Big Rivers considered retiring Reid Unit 1 and 

repowering the unit with a natural gas combined cycle unit. 

c. Explain whether Big Rivers considered retiring Reid Unit 1 and 

purchasing power on the wholesale market. 

14. Refer to page 16 of the DePriest Testimony, lines 16-25. 

a. Did Sargent & Lundy consider the replacement of the electro-static 

precipitators (“ESP”) with a fabric filter? 

b. Does Big Rivers have a strategy if the ESP performance is 

inadequate? 

15. Refer to Exhibit DePriest - 2, Sargent & Lundy study, at page ES-1. What 

are the current plans to update the environmental compliance study to reflect the new 

Mercury and Air Toxins Standard, or MATS rule? 

16. Refer to page 1-3 of the Exhibit DePriest - 2, Table 1-1. For each of the 

economic parameters listed, provide the source of the data and, where appropriate, any 

supporting calculations and documentation. 

17. Refer to page 1-3 of the Exhibit DePriest - 2, Table 1-1. The Sargent & 

Lundy study used a natural gas forecast of $4.50/MMBtu. 

a. Recognizing that the current cost of natural gas is $2.00/MMBtu1 

what is the impact of a continued low natural gas price forecast on the proposed 

envi ro nmen ta I com pl ian ce decisions? 
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b. 

natural gas price forecasts? 

Has any sensitivity analysis been performed relative to a range of 

18. Refer to page 1-4 of the Exhibit DePriest - 2. 

a. Describe the “minimal-contracts approach to project execution” 

used in the development of the environmental compliance study. 

b. How much would the inclusion of owner’s cost add to the estimated 

cost? 

19. Refer to page 4-1 5 of the Exhibit DePriest - 2. At the bottom of the page 

it is stated that “[rleturning the Coleman scrubber back to as-designed operation 

conditions and lime produces a reduction of approximately 2,630 tpy when compared to 

the baseline output.” Explain how and why the Coleman scrubber is not currently 

operating as designed. Include in your response the cost to return the scrubber back to 

as-designed operations. 

20. Refer to Exhibit DePriest - 2, the second page after Page A-I of Appendix 

1. This page includes a chart labeled “Technology Selection & Results - 

NAAQSKSAPR & MACT.” For each of the Coleman units, the Capital Cost for SO2 is 

shown as $3.93 million. Identify the project(s) related to this investment. 

21. Refer to Exhibit DePriest - 2, the first page after Page A-3 of Appendix 3. 

Provide this schedule electronically with the formulas intact and unprotected. 

22. Refer ta page 9 of the Direct Testimony of Thomas L. Shaw (“Shaw 

Testimony”), lines 5-6. Discuss the basis for the belief that the Cross-State Air Pollution 

Rule will be imposed in a form substantially similar to its current form. 
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23. Refer to page 16 of the Shaw Testimony. Starting at line 4, Mr. Shaw 

discusses the proposal to add a Dry Sorbent Injection system at the Coleman, Wilson, 

and Green units for acid gas removal. Regarding this proposal, Mr. Shaw states that, 

“[ilt is anticipated that the combination of Dry Sorbent Injection and the necessary 

reductions to meet the 2014 CASPR allocations will result in unit SO2 emission rates 

below 0.20 Ib/MMBtu, which will allow for use of SO2 emissions data as a surrogate for 

demonstrating compliance with the acid gas provisions of the MATS rule.” (Emphasis 

added). Is there uncertainty as to whether this proposal will make Big Rivers compliant 

with the MATS rule? If yes, explain. 

24. Refer to page 6 of the Direct Testimony of Mark A. Hite (“Hite Testimony”), 

lines 19-21. 

a. 

b. 

Why was a 15-year study period used in the financial model? 

Refer to page 1-3 of the Exhibit DePriest - 2, Table 1-1. One of the 

design basis values and assumptions for the Sargent & Lundy study listed on the Table, 

Operating Life of the Facility, is assumed to be 20 years. Why was a 15-year period 

used for the financial model instead of the assumed operating life of 20 years? 

25. Refer to page 7 of the Hite Testimony, lines 11-15, at which Mr. Hite 

discusses the use of Big Rivers’ 2010 cost of capital, 7.93 percent, as the discount rate 

for net present value purposes. Mr. Hite states that a discount rate of 7.93 percent was 

also used for the Sargent and Lundy study. Explain how it was determined that 7.93 

percent was reasonable for the purpose of net present value calculations. 

26. Refer to page 10 of the Hite Testimony. A discussion of a sensitivity 

analysis pertaining to the loss of the Smelter load is provided. 
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a. Describe any analysis performed to determine the physical and 

economic feasibility of selling the capacity and energy that results from the loss of the 

Smelter load. 

b. Identify and provide the results of any other sensitivity or risk 

analyses performed by Big Rivers relating to the economic feasibility of its proposed 

2012 Plan. 

27. Refer to page 14 of the Hite Testimony. Beginning at line 13, Mr. Hite 

states that “[alny gain or loss will be booked to the Accumulated Depreciation Reserve 

Account.” 

a. Confirm that Big Rivers is aware that neither a gain nor a loss is 

recorded on the retirement of a plant asset but that the difference between the original 

cost and accumulated depreciation for the asset is recorded in the accumulated 

depreciation reserve account . 

b. Explain whether there will be any sale of equipment that is retired 

from service. 

28. Refer to page 19 of the Hite Testimony, lines 9-14, at which Big Rivers 

requests authority to establish a regulatory asset for costs related to this case, to 

amortize the costs over three years, and to recover them through the environmental 

surcharge. Is Big Rivers aware of any other environmental compliance case in which 

the Commission has approved a similar request? 

Refer to Exhibit Hite-3, page I of 3. Just past the middle of the page, the 

Exhibit shows an interest rate of 5.5 percent for 2012 Plan capital financing. On page 

29. 
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17, line 18, of the Hite Testimony, the rate is estimated to be 5.78 percent to 6.16 

percent. Explain the discrepancy in interest rate estimates. 

30. Refer to Exhibit Hite-3, page 3 of 3, the “Build” assumptions. Listed in this 

section is the statement “Member Rate Stability Mechanism adjusted to accommodate 

new ES allocation method.” Explain this assumption and state whether any adjustment 

would be necessary to the Member Rate Stability Mechanism tariff. 

31. Refer to page 11 of the Wolfram Testimony at lines 8-1 2 which state that 

Big Rivers’ proposal to use a 1.24 TIER in the rate of return on rate base (“RORB”) 

calculation is because it is limited to a 1.24 TIER as defined in the Smelter Agreements. 

Provide the TIER that Big Rivers is required to achieve by its debt covenants and 

explain why that TIER level would not be more appropriate for use in the RORB 

calculation. 

32. Refer to page 13 of the Wolfram Testimony which states that Big Rivers is 

proposing to revise its current “per kWh” allocation of environmental costs to a 

“percentage of Total Adjusted Revenue” allocation method. For the year 201 1, provide 

the total amount that was allocated to each member under the current allocation method 

and the total amount that would have been allocated to each member had the proposed 

allocation method been in place in 201 1. 

33. Refer to page 19 of the Wolfram Testimony, line 3, at which Mr. Wolfram 

states that Big Rivers’ proposed forms are “generally” consistent with forms approved 

by the Commission for other electric utilities. Is Big Rivers aware of anything in the 

proposed forms that is not consistent with other forms approved by the Commission? 
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34. Refer to Revised Exhibit Wolfram-3. 

a. Refer to page 5 of 6. Under the “Availability” section, it is stated 

that the “[tlhe Environmental Surcharge (“ES”) is mandatory to all Standard Rate 

Schedules listed in Section 1 of the General Index. . . .” Section 1 of the General Index 

of Big Rivers’ tariff includes the following rate schedules: Rural Delivery Service, Large 

Industrial Customer, Cable Television Attachment, Cogeneration Small Power 

Production Purchase, Cogeneration Small Power Production Sales, and Large Industrial 

Customer Expansion. Explain why the ES should apply to the Cable Television 

Attachment and the Cogeneration tariffs. 

Refer to page 6 of 6. Paragraph (3) states that “[tlhe revenue R(m) 

is the average monthly revenue, including base revenues and automatic adjustment 

clause revenue less Environmental Cost Recovery Surcharge revenues . . . .” 

b. 

( I )  Explain why “automatic adjustment clause” is used rather 

than stating the specific adjustment clause(s) that would be included? 

(2) Does the use of “automatic adjustment clause” refer only to 

the Fuel Adjustment Clause (“FAC”) and the Non-Smelter Non-FAC Purchase Power 

Adjustment? If no, explain. 

(3) The phrase “automatic adjustment clause revenue” is used. 

(Emphasis added). Instead of the word “revenue,” should a different word or 

combination of words be used given that automatic adjustment clauses can result in a 

credit on member bills? 
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35. Refer to Exhibit Wolfram-5. 

a. Refer to page 2 of 16, ES Form 1.10. This form shows E(m) = 

RORB + OE - BAS where RORB is identified as Rate Base times the Rate of Return. 

Exhibit Wolfram-3, pages 4 and 5, show E(m) = [RB/l2)(RORB)] + OE - BAS where 

RORB is identified as the Rate of Return on Environmental Compliance Rate Base. 

Although the calculations would result in the same E(m), explain why the formula in the 

ES form differs from that in the proposed tariff and why the definition of RORB differs in 

the exhibits. 

b. Refer to page 3 of 16, ES Form 2.0. The first two sections on this 

form are identified as “RORB”. Confirm that the first section should be identified as 

“RB” or explain why it is correct as shown. 

36. Refer to Exhibit Wolfram-6, page 1 of 1. Provide this exhibit with the 

effects of Project No. 6, Converting Burners to Natural Gas, removed from the schedule. 

37. State whether any of Big Rivers units will be taken offline during 

construction of the 2012 Plan projects. If yes, provide the projected shutdown dates by 

unit and state how Big Rivers plans to meet its load requirements during those times. 

38. Provide the following operational information for all units proposed for 

pollution control retrofit: 

a. Commercial operation date; 

b. 

c. 

d. 

e. 

The number of normal cycles (stops and starts); 

The number of emergency trips and starts; 

Capacity Factor for the last five years; 

Heat Rate for the last five years; and 
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f. For the last 10 years, provide any and all major and minor outages, 

including the major projects completed during each outage. 

39. Has Big Rivers considered the potential impact of COz regulation or 

legislation being promulgated or enacted during the planning period studied? If so, 

discuss the impact. If not, explain why the potential COz impact was not considered. 

40. Provide a detailed description of the decision model used in the Sargent & 

Lundy study. Provide electronic versions of the models including all input and output 

files. 

Jeff Derouen 
Executive Director 
Public Service Commission 
P. 0. Box 615 
Frankfort, KY 40602 

DATED: -, 

cc: Parties of Record 
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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

APPLICATION OF BIG RIVERS ELECTRIC ) 
CORPORATION FOR APPROVAL OF ITS 2012 
ENVIRONMENTAL COMPLIANCE PLAN, FOR ) 
APPROVAL OF ITS AMENDED ENVIRONMENTAL ) CASE NO. 
COST RECOVERY SURCHARGE TARIFF, FOR ) 2012-00063 
CERTIFICATES OF PUBLIC CONVENIENCE AND 
NECESSITY, AND FOR AUTHORITY TO ) 
EXTABLISH A REGULATORY ACCOUNT ) 

) 

) 

COMMISSION STAFF’S SECOND REQUEST FOR INFORMATION TO 
BIG RIVERS ELECTRIC CORPORATION 

Big Rivers Electric Corporation (“Big Rivers”), pursuant to 807 KAR 5:001, is to 

file with the Commission the original and ten copies of the following information, with a 

copy to all parties of record. The information requested herein is due on or before July 

6, 2012. Responses to requests for information shall be appropriately bound, tabbed 

and indexed. Each response shall include the name of the witness responsible for 

responding to the questions related to the information provided. 

Each response shall he answered under oath or, for representatives of a public 

or private corporation or a partnership or association or a governmental agency, he 

accompanied by a signed certification of the preparer or the person supervising the 

preparation of the response on behalf of the entity that the response is true and 

accurate to the best of that person’s knowledge, information, and belief formed after a 

reasonable inquiry 



Big Rivers shall make timely amendment to any prior response if it obtains 

information which indicates that the response was incorrect when made or, though 

correct when made, is now incorrect in any material respect. For any request to which 

Big Rivers fails or refuses to furnish all or part of the requested information, it shall 

provide a written explanation of the specific grounds for its failure to completely and 

precisely respond. 

Careful attention shall be given to copied material to ensure that it is legible. 

When the requested information has been previously provided in this proceeding in the 

requested format, reference may be made to the specific location of that information in 

responding to this request. 

1. Refer to the Application, the Direct Testimony of John Wolfram, Exhibit 

Wolfram-6. A note at the bottom of the page states that the Smelter adjusted rates in 

the exhibit to reflect the removal of the TIER Adjustment Charge. According to the 

exhibit, the TIER Adjustment Charge appears to be $2.95 per MWh for the Base 2012, 

$1.36 per MWh for the Base 2016, and $2.46 per MWh for the Build 2016. Explain the 

reason for the differences in the TIER Adjustment Charge for each of the scenarios. 

2. Refer to the Application, the Direct Testimony of Robert W. Berry, Exhibit 

Berry-2, page 1. Please provide an explanation for the FGD cost estimate of $139 

million. This estimate is significantly below the cost estimates included in the 

Environmental Protection Agency (“EPA”) Base Case V.4.10, Chapter 5, Table 5-4, 

page 5-6.’ 

’ The EPA Base Case v.4.10, Chapter 5, can be accessed at 
h tt p ://www . e pa. qov/a i rma rkets/p roqs reg s/e pa-i p m/docs/v4 1 O/C ha pte r5. pd f . 
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3. Refer to Big Rivers’ response to Item 5 of Commission Staffs Initial 

Request for Information (“Staff’s First Request”), page 1 at lines 16-21. Provide the 

analysis that was utilized to justify the $1.2 million gas conversion of Reid Unit I. Given 

the age and condition of this Unit and the resultant impact on Unit heat rate, provide an 

analysis of other options that were considered. 

4. Refer to Big Rivers’ response to Staffs First Request, Item 9. Prepare an 

analysis of the impact of the EPA’s proposed regulations pertaining to the Clean Water 

Act -- Water Intake Fish Impingement (316b), Waste Water Discharge and Coal 

Combustion Residuals costs based on the estimates in part b of the response. The 

analysis should include a re-run of Big Rivers’ financial model and a comparison of the 

build, partial build and buy alternatives if these costs are included in the analysis. 

Provide an estimate of the impact on rates when the costs to comply with the proposed 

regulations are included in the analysis. 

5. Refer to Big Rivers’ response to Item I O  of Staffs First Request, page I at 

lines I 1-1 4. Provide a summary of major availability detractors that have impacted the 

following units over the past 5 years: 

a. 
b. 

d. 
e. 
f. 
9. 
h. 
i. 

C. 

Coleman Unit 1 
Coleman Unit 2 
Coleman Unit 3 
Wilson Unit 1 
Green Unit 1 
Green Unit 2 
Henderson Unit 1 
Henderson Unit 2 
Reid Unit 1 

6. Refer to Big Rivers’ response to Staffs First Request, Item lO.b, the Burns 

and McDonnell Depreciation Study, page ES-3. Provide a summary of the ongoing 
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creep stress analysis and testing that has been completed on each of the following 

units. Include in the summary an analysis of the high energy piping system to include 

the analysis of flow accelerated corrosion. 

a. 
b. 

d. 
e. 
f. 
g. 
h. 
i. 

C. 

Coleman Unit 1 
Coleman Unit 2 
Coleman Unit 3 
Wilson Unit 1 
Green Unit 1 
Green Unit 2 
Henderson Unit I 
Henderson Unit 2 
Reid Unit 1 

7. Refer to Big Rivers’ response to Staffs First Request, Item 10.b’ the Burns 

and McDonnell Depreciation Study, Table 11-6, page 11-14. What are the major reasons 

for the excessively high EFOR on Reid Unit I ?  

8. Refer to Big Rivers’ response to Staffs First Request, Item 10.b’ the Burns 

and McDonnell Depreciation Study, page 11-16. What are the results of the 201 1 oiler 

chemical cleaning on Wilson Unit I ?  

9. Refer to Big Rivers’ response to Staffs First Request, Item 10.b’ the Burns 

and McDonnell Depreciation Study, page 11-19. Provide a summary of the Coleman 

Unit 3 turbine/generator overhaul that was scheduled for 201 2. 

I O .  Refer to Big Rivers’ response to Item 18 of Staffs First Request, page 2 at 

lines 1-4, that describes the multi-prime methodology that Big Rivers’ plans for 

managing the environmental compliance plan projects. Provide a detailed organization 

plan for the prescribed project management team, including specific relevant skill sets 

and experience. 
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11. Refer to the response to Item 28 of Staffs First Request. 

a. The response states that there are “other cases in which the 

Commission approved an applicant’s request to establish a regulatory asset, where 

such treatment is consistent with the Commission’s practice of amortizing prudently 

incurred but extraordinary expenses over a three-year period for ratemaking purposes.” 

Provide the case numbers for the cases referred to in this response. For each case 

cited, if the decision in the case does not address the amortization period, provide the 

case number of the subsequent rate case in which the amortization period was 

addressed. 

b. KRS 278.183 expressly permits the recovery of the cost of a 

Commission-hired consultant through the environmental surcharge. Other utilities have 

included these costs for recovery in the environmental surcharge as they were incurred 

as opposed to recording them as a regulatory asset. Clarify whether Big Rivers 

believes it is necessary to include the costs of the Commission-hired consultant in a 

regulatory asset. 

12. Refer to the response to Items 34 and 35 of Staffs First Request. Provide 

revised tariff pages and ES Form pages to reflect the text changes discussed in the 

responses to Items 34.a, 34.c, 35.a, and 35.b. 

13. Refer to the response to Item 36 of Staffs First Request. Does the 

response indicate that Exhibit Wolfram-6 would not change as a result of removing the 

effects of Project 6 from the 2012 Environmental Compliance Plan? If no, provide a 

revised Exhibit Wolfram-6 to reflect the removal of Project 6. 
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14. Refer to Big Rivers’ response to Item 22 of the Attorney General’s Initial 

Data Request (“AG’s First Request”). Big Rivers responded “[’]rice elasticity analyses 

are not ordinarily undertaken by Applicants in cases where the proposed rate increases 

are of the magnitude contemplated in this case.’’ Provide a discussion of what level of 

proposed rate increases would prompt Big Rivers to perform price elasticity analyses. 

15. Refer to Big Rivers’ response to Item 66 of the AG’s First Request. 

Explain whether the depreciation rates reflected in Big Rivers’ response are the same 

depreciation rates presently being used for current capital projects in Accounts 31 2 A-K 

and 312 L-P. 

16. Refer to Big Rivers’ response to the Kentucky Industrial Utility Customers, 

Inc.’s First Set of Data Requests (“KIUC’s First Request”), item 26 at line 13. With 

regard to the $169 per kW estimate, provide the support for the derivation of the 

estimate. Are the costs to comply with EPA’s proposed regulations pertaining to the 

Clean Water Act - Water Intake Fish Impingement (316b), Waste Water Discharge and 

Coal Combustion Residuals, included in this estimate? 

17. Refer to Big Rivers’ response to KIUC’s First Request, Item 36, and the 

July 14, 201 1 email concerning EPA Proposed Regulations. Big Rivers’ proposed 2012 

Environmental Compliance Plan estimates capital expenditures of $286.14 million. 

Provide a detailed line item explanation for the differences between the capital 

expenditure estimates for the 201 2 Environmental Compliance Plan and the capital 

expenditure estimates contained in the July 14, 201 1 email. 

18. Did Big Rivers, as part of the development of its 2012 Environmental 

Compliance Plan, consider replacing any of its generation units with natural gas 
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combined cycle units? If so, provide all analysis and data that support the decision to 

not replace any existing units with combined cycle units. If this alternative was not 

considered, provide a detailed explanation as well as all analysis and data supporting 

this decision to not replace any existing units with combined cycle units. 

Jeff Derouen 
Executive Director 
Public Service Commission 
P. 0. Box 615 
Frankfort, KY 40602 

DATED 

cc: Parties of Record 
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COMMONWEALTEC OF KENTUCKY 
BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of 1v 
APPLTCATTON OF RIG I3.TVER.S ) JUN 2 11. 21312 

) PUBLIC SERVICE 

) 

ELECTRIC CORPORATION, NC.  
FOR APPROVAL OF ITS 1 
2012 ENVIRONMENTAL COMPLIANCE PLAN, ) 
FOR APPROVAL OF ITS AMENDED 
ENVIRONMENTAL, COST RECOVERY ) Case No. 2012-00063 
SURCHARGE TARFF, FOR CERTIFICATES OF ) 
PUBLTC CONVENIENCE AND NECESSI'IY, ) 
AND FOR AUI'HORITY TO ESTABLISH ) 
A REGULATORY ACCOUNT ) 

COM b/l ! S S 10 l\d 

ATTORNEY GENERAL'S SUPPLEMENTAL DATA REQUESTS 
PUBLIC REDACTED VERSION 

Comes now the intervenor, the Attorney General of the Commonwealth of 

Kentucky, by and through his Office of Rate Tnte&ention, and submits these 

Supplemental Requests for Information to Big Rivers Electric Corporation, Inc. 

[hereinafter referred to as "BREC"] to be answered by the date specified in the 

Conxnission's Order of Procedure, and in accord with the following: 

(I) In each case where a request seeks data provided in response to a staff 

request, reference to the appropriate request item will be deemed a satisfactory 

response. 

(2) Please identify the witness who will be prepared to answer questions 

concerning each request. 
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(3) Please repeat the question to which each response is intended to refer. The 

Office of the Attorney General can provide counsel for BREC with an electronic version 

of these questions, upon request. 

(4) These requests shall be deemed continuing so as to require further and 

supplemental responses if the company receives or generates additional. information 

within the scape of these requests between the time of the response and the time of any 

hearing conducted hereon. 

(5) Each response shall be answered under oath or, for representatives of a 

public or private corporation or a partnership or association, he accompanied by a 

signed certification of the preparer or person supervising the preparation of the 

response on behalf of the entity that the respoilse is true and accurate to the best of that 

person’s knowledge, information, and belief formed after a reasonable inquiry. 

(6) If any request appears confusing, please request clarification directly from 

the Office of Attorney General. 

(7) To the extent that the specific document, workpaper or inforination as 

requested does not exist, but a similar document, workpaper or informtion does exist, 

provide the similar docunient, workpaper, or information. 

(8) To the extent that any request: may be answered by way of a computer 

printout, please identify each variable contained in the printout which would not be self 

evident to a person not familiar with the printout. 
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(9) If the company has objections to any request on the grounds that the 

requested information is proprietary in nature, or for any other reason, please not$ the 

Office of the Attorney General as soon as possible. 

(10) As used herein, the words "doafinentr' or "docunents" are to be construed 

broadly and shall mean the original of the same (and all non-identical copies or drafts 

thereof) and if  the original is not available, the best copy available. These terms shall 

include all information recorded in any written, graphic or other tangible form and 

shall include, without Limiting the generality of the foregoing, all reports; memoranda; 

books or notebooks; written or recorded statements, interviews, affidavits and 

depositions; all letters or correspondence; telegrams, cables and telex messages; 

contracts, leases, insurance policies or other agreements; warnings and caution/ hazard 

notices or labels; mechanical and electronic recordings and all information so stored, or 

transcripts of such recordings; calendars, appointment books, schedules, agendas and 

diary entries; notes or memoranda of conversations (telephonic or otliei-wise), meetings 

or conferences; legal pleadings and transcripts of legal proceedings; maps, models, 

charts, diagrams, graphs and other demonstrative materials; financial statements, 

annual reports, balance sheets and other accounting records; quotations or offers; 

bulletins, newsletters, pamphlets, brochures and all other similar publications; 

summaries or compilations of data; deeds, titles, or other instruments of ownership; 

blueprints and specifications; manuals, guidelines, regulations, procedures, policies and 

instructional materials of any type; photographs or pictures, film, microfilm and 

microfiche; videotapes; articles; announcements and notices of any type; surveys, 
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studies, evaluations, tests and all research and development (R&D) materials; 

newspaper clippings and press releases; time cards, employee schedules or rosters, and 

other payroll records; cancelled checks, invoices, bills and receipts; and writings of any 

kind and all other tangible things upon which any handwriting, typing, printing, 

drawings, representations, graphic matter, magnetic or electrical impulses, or other 

form of con.-ununication are recorded or produced, including audio and video 

recordings, computer stored information (whether or not in printout form), computer- 

readable media or other electronically maintained or transmitted information, and all 

other rough drafts, revised drafts (including all handwritten notes or other marks on 

the same) and copies of documents as hereinbefore defined by whatever means made. 

(12) For any document withheld on the basis of privilege, state the following: 

date; author; addressee; indicated or blind copies; all persons to whom distributed, 

shown, or explained; and, the nature and legal basis for the priviIege asserted. 

(12) In the event any document called for has been destrayed or transferred 

beyond the control of the company, please state: the identity of the person by whom it 

was destroyed or transferred, and the person authorizing the destruction or transfer; the 

h e ,  place, and method of destruction or transfer; and, the reason(s) for its destruction 

or transfer. If destroyed or disposed of by operation of a retention policy, state the 

retention policy. 

(13) Please provide written responses, together with any and all exhibits 

pertaining thereto, in one or more bound volumes, separately indexed and tabbed by 

each response, in compliance with Kentucky Public Service Commission Regulations. 
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Respectfully submitted, 
JACK CONWAY 

_I- / v L...-- HER BLACK WS 
DENNIS G. HOWARD, II 
L,AWWNCE W. COOK 
MATT JAMES 
ASSISTANT ATTORNEYS GEIWRAL 
1024 CAPITAL CENTER DRIVE 
s m  200 
FRAFJIGORT KY 40601-8204 
(502) 696-5453 
FAX; (502) 573-8315 
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Cert$icate of Service and Filing 

Counsel certifies that an original and ten photocopies of the foregoing were 
served and filed by hand delivery to Jeff Derouen, Executive Director, Public Service 
Commission, 211 Sower Boulevard, Frankfort, Kentucky 40601; counsel further states 
that: true and accurate copies of the foregoing were mailed via First Class US. Mail, 
postage pre-paid, to: 

Mark A. Bailey 
President and CEO 
Big Rivers Electric Corporation 
201 3rdSt. 
Henderson, KY 42420 

Hon. James M. Miller 
Hon. Tyson K m u f  
Sullivan, Mountjoy, Stainback & Miller, PSC 
P.O. Box 727 
Owensboro, I<Y 42302-0727 

Albert Yockey, Vice President, 
Governmental Relations & Entep-ise Risk 
Management 
Big Rivers Electric Corporation 
201 3rd st. 
Henderson, Ky 42420 

Robert W. Berry, Vice President 
Production 
Big Rivers Electric Corporation 
201 3'dSt. 
Henderson, KY 42420 

Hon. Michael L. ICwtz 
Boehm, Kurtz & Lowry 
36 E. 7th St. 
Ste. 1510 
Cincinnati, Ohio 45202 

this g'$ -day of <Gfl& , 2012 

Joe Childers 
Joe F. Childers & Associates 
300 Lexington Building 
201 West Short Street 
Lexington, KY 40507 

Assisrant Attorney General 
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Application of Big Rivers Electric Corporation, h c .  
For Approval of its 2012 Ehvirontnental Compliance Plan, Amended Environmental Cost 

Recovery Surcharge Tarjff, for Certificates of Public Convenience 
and Necessity, aid for Authority to Establish a Regulatory Accou~it 

Case No. 2012-00063 
Attoiiiey General’s Supplemental Data Requests 

PUBLIC REDACTED VERSION 

3. Reference BICEC’s response to AG DR 1-1, wherein BREC was asked to provide 
”the actual, average usage for BEC’s rural class of customers for the past five 
years” [emphasis added]. Provide the m o u n t  of energy constuned by the 
average rural customer of the three member rural electric cooperatives (“coops”). 
(Note that the question did not ask to provide this information with regard to the 
average of the three coops’ kwh sales.) 

2. Reference BREC’s response to AG DR 1-2, wherein B E C  was asked to provide 
”the actual, averaTe monthly usage for FREC’s industrial class of customers for 
the past five years’’ [emphasis added]. Provide the amount of energy consumed 
by the average indusisial customer of the three inember coops (Note that the 
question did not ask to provide this information with regard to the average of the 
three coops’ kwh sales.) 

3. Reference BREC’s response to AG DR 1-5. Provide the chart which was 
requested. 

4. Reference RREC’s response to AG DR 1-7. 

a. RREC failed to state whether the total costs of the $49.185 million in 
gross plant retirement far the Wilson scrubber is included in the total 
costs which are the subject of the instant filing. If so, identify exactly 
and precisely where such an entry can be located in the filing 
materials. 

b. With regard to BREC’s response to subpart (a) of this question, RREC 
failed to provide the chart requested, and instead stated only ”not 
applicable,” without: stating why such a chart is not applicable. 
Provide the chart and a complete explanation. 

5. Reference BREC’s response to AG DR 1-13 and Hite Testimony, Section V. Has 
BREC consulted with Goldman Sachs and its bond counsel, Orrick Herrington & 
Sutcliffe L f 9  concerning the opportunities available for public financing, 
including qualified private activity bonds pursuant to Internal Revenue Code 
Section 142(a)(6)? 



For 
Application of Big Rivers Electric Corporation, Inc. 

Recovery Surcharge Tariff/ for Certificates of Public Convenience 
and Necessity, and for Authority to Establish a Regulatory Account 

Case No. 2012-00063 
Attorney General‘s Supplemental Data Requests 

PUBLIC REDACTED VERSION 

Approval of its 2012 Environmental Compliance Plan, Amended hvironmental Cost 

a. If the answer is in the affirmative, please provide all records and 
related communication concerning the analysis of the opportunity for 
using tax-exempt, qualified private activity bonds under Kentucky’s 
2012 calendar year volume cap allocation for private activity bonds. If 
no, why not? 

b. Would BREC consider evaluating whether it could obtain financing at 
a favorable interest rate using tax-exempt qualified private activity 
bonds? If not, why not? 

c. Has BWC or their representative contacted the Finance Cabinet about 
the availability of private activity volume cap for qualifying portions 
of the project? If yes, please discuss. If not, why not? 

6.  If RREC should attempt to obtain forins of secured financing other than through 
the RUS (e.g., through private placement and public capital debt markets, or 
industry lenders such as CoRank and ACB) would it first be required to obtain a 
lien accommodation from the RUS? 

a. If the response is ”yes,” please provide an estimate of how long it 
would take to obtain such a lien accommodation, and any and all other 
requirements RREC would have to meet in order to qualify for the 
accommodation. 

7. Has BREC considered the option of obtaining a trust indenture to finance its ECR 
costs, similar to that set forth in EKPC’s application in Case No. 201 2-00249? 

8. Reference BREC’s response to AG DR 1-14 and 1-21. Please provide a copy of the 
Request for Proposal (WP) for the Wilson FGD replacement: project. 

9. Reference BREC’s response to AG DR 1-18. RREC was asked, to provide a 
detailed breakdown of, infm alia, ”other costs, identieing fully the nature of such 
other costs.” No such description was provided. Provide a complete description 
and detailed breakdown of such costs. 

10. Reference RREC’s response to AG DR 1-26. State who will be responsible for 
providing notice to retail ratepayers: BREC, or the member coops? 
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Application of Big Rivers Electric Corporation, Inc. 
For Approval of its 2012 Environmental Compliance Plan, Amended Environmental Cost 

Recovery Surcharge Tariff, for Certificates of Public Convenience 
and Necessity, and for Authority to Establish a Regulatory Account 

Case No. 2012-00063 
Attorney General’s Supplemental Data Requests 

PUBLIC REDACTED VERSION 

a. Provide copies of the notice that will be provided to retail rural class 
customers. 

b. How will any such notice referenced in subpart (a), above, be 
provided? If necessary, provide a complete list of any and all media 
outlets who will publish any such notice. . 

c. AG DR 1-26 asked the company to identify where in the notice to 
ratepayers the actual dollar amount was listed. The question did not 
ask for how the amounts could be calculated. Respond to the question. 

11. Reference the response to AG 1-33, the Fit& Ratings rating report dated June, 
2011. Confirm that tfis report indicates that a rating action could be triggered by 
EPA regulations. 

12. Reference the Fitch Rating Report attached to BREC’s response to AG 1-33, p. 7. 
Confirm that the report states: ”Big Rivers estimates that krll compliance with the 
regulations could require expenditures of $785 million by 2015, and increase 
wholesale rates and member retail rates by 39% and 20%, respectively.” 

a. Please explain what caused the company to change the above- 
referenced cost estimate of achieving compliance to the cost estimate 
which is set forth in the instant filing. 

13. Reference BNC’s response to AG 1-44 (a) and (b), wherein RREC states that in 
2018, the rural class should experience an increase of approximately 6.9%. 
Provide this figure in t e r m  of actual dollars for the monthly bill of the average 
rural customer for each of the three members. 

14. Reference BREC’s response to AG 146, Update to RREC’s Board, dated February 
21,2012, p. 7. Explain under what circumstances, and when, RREC will seek the 
increase in base rates as set forth in this slide. 

15. Reference BREC’s response to AG 146,  ”Environmental Compliance Update to 
Big Rivers Board” at p. 5,  wherein a chart indicates ”Overall CSAPR & MATS 
Capital Expense” total of $213.5 million and at p. 6, wherein a chart indicates 
”Overall CSAPR & MATS 0 & M Expense” of $10.18 million. Reconcile the 
above-referenced estimates with the figures set forth in BREC‘s application. 
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Application of Big Rivers Electric Corporation, h c .  
For Approval of its 2012 Environmental Compliance Plan, Amended Environmental Cost 

Recovery Surcharge Tariff, for Certificates of Public Convenience 
and Necessity, and for Authority to Establish a Regulatory Account 

Case No. 2012-00063 
Attorney General’s Supplemental Data Requests 

PUBLK JLEDACTED VERSION 

16. Reference BREC’s response to AG 1-46, “Big Rivers Letter to Rural Utilities 
Service” at p. 2, wherein it is stated: ”We are unclear about whether the term 
’generating facilities’ includes pollution control equipment added to existing 
generating facilities.” Has RUS responded to this query? Lf yes, please provide 
the responsive communication or identify where it has been provided in 
response to initial requests for information. 

17. Reference BREC’s response to AG 2-64, attaclunent 1 (letter from Mark Hite 
dated March 6, 2012). At page 2 of this letter, Mr. Hite states, “We understand 
that qualifying for RUS loan funds requires compliance with a number of 
requirements, including compliance with the National Environmental Policy 
Act.” 

a. Please describe the requirements referenced in Mr. Ilite’s letter, with 
which BREC will need to comply in order to qualify for RUS loans. 

b. If RREC is still learning what these requirements will be, does it agree 
to promptly supplement its response hereto in order to provide this 
informtion to the Commission and to the parties? 

18. Reference BREC’s response to AG 1-64, attachment 4 (”Financing Docment RUS 
Loan Application Package”). At p. 26 of that dwurnent, BREC states that annual 
0 & M costs are estimated at $13.230 million. 

a. Reconcile this figure with the figure of $15.73 d i o n  for annual 0 & M 
costs provided in BREC’s response to AG 1-56. 

b. Reconcile the two above-referenced 0 & M figures with that set forth 
in BREC’s response to KflTC 1-43, February 21,2012 minutes of BREC’s 
Board of Drectors, the attached “Environmental Compliance Update,” 
dated February 21, 2012, p. 6, which indicates annual 0 & M will be 
$1 1.99 million. 

19.Refereizce BREC’s response to AG 1-39 and (a) wherein BREC states: “The 
additional 0 & M costs were estimated in 2011 dollars and adjusted for inflation 
at 2.5% each year through 2023.” Please provide a total sum of estimated 0 & M 
costs that BREC is requesting to recover between 2012 and 2023, broken down by 
each year. 
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For 
Application of Big Rivers Electric Corporation, Inc. 

Recovery Surdiarge Tariff, for Certificates of Public Convenience 
and Necessity, and for Authority to Establish a Regulatory Account 

Case No. 2012-00063 
Attorney General’s Supplemental Data Requests 

PURLIC REDAClTD VERSION 

Approval of its 2012 Environmental Compliance Plan, Amended Envlroimental Cost 

20. Reference the company’s response to AG 1-77. Provide the proposed return on 
investment in terrns of a percentage, over the life span of the project. If necessary 
in otder to fully address this question, use hypothetical data, but carefully note 
where any such hypothetical data is employed. 

21. Reference the company’s response to AG 1-78, regarding the proposed deviation 
(total adjusted revenue) from BREC’s ECR methodology, in particular the fixed 
cost recovery component. Express the data provided on the attached ”Allocation 
of Environmental Plan Costs” in terms of percentages (i.e., the rural class will 
pay what percentage of the total costs, etc.). Provide the same data, again in 
terrns of percentages, using the existing ECR methodology ($/kWh). 

a. Explain the statement ” . . . the Rural class has a lower load factor than 
Big Rivers’ other customer classes.” 

b. Do the rural classes of all three members, when taken as a whole, in 
fad comprise a lower load factor than all of the other classes? Explain 
in complete detail. 

22.Reference BREC’s response to AG 1-90. The company failed to provide a 
substantive, meaningful response to AG 1-1,l-2 and 1-3, and does so again in 1- 
90. Provide a chart, broken down by the three members, further broken down by 
the classes; for each average customer (as defined by the average level of 
consumption for each class, and for each member) provide a dollar moun t  of the 
percentage increases noted in Wolfram exhibit 6. If necessary, contact counsel for 
the Attorney General if you should have any questions. 

23.Reference the company’s response to AG 1-92. Please provide a substantive, 
meaningful response to the question. 

24. Reference BREC’s response to WUC 1-36, file named ”Capital Cost Estimates” on 
the CD attached in response thereto. This e-mail froin Eric Robeson indicates that 
”Sceiiario 2 is most likely one,” and gives a total of $458 million including HAPS 
and MAC‘T. 

a. To what scenario or document(s) does this e-mail make reference? 
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Application of Big Rivers Electric Corporation, Inc. 
For Approval of its 2012 Enviromental Compliance Plan, Amended Environmental Cost 

Recovery Surdurge Tariff, for Certificates of Public Convenience 
aqd Necessity, and for Authority to Establish a Regulatory Account 

Case No. 2012-00063 
Attorney General‘s Supplemental Data Requests 

PUBLIC REDACTED VERSION 

b. Have any and all such documents already been provided by BREC? If 
so, please provide a specific reference. 

c. How was the $458 million figure developed, and by whom? Upon 
what plan(s) was or were that figure based? 

d. Has BREC already provided any and all documents, memoranda, and 
workpapers associated with the projects which are included within 
that dollar figure? If not, please do so. 

25.Reference BIIEC’s response to KIUC 1-36, file named ”Capital Cost Estimates 
0000” on the CD attached in response thereto. Please explain the meaning of the 
sentence: ”If scenario 2 is more likely than scenario 1, how hard would it be to 
reverse the numbering of them?” 

26.Reference BREC’s response to KIUC 1-43, April 20, 2012 minutes of BREC’s 
Board, the attached ”Smelter Mitigation Plan Update to the Board of Directors, 
April 2012,” p.8. The docment indicates the rural class would face rate 
increases, net of the MSRM, ranging from 9.3% to 11 3% in the various scenarios. 
Reconcile this information with the Wolfram testimony, and with the company’s 
response to AG 1-87, which indicate the rurals would experience no rate impact. 

27. Reference BREC’s Updated Response to KIUC 1-43, ”Financial Forecast 2012- 
2026; Presentation June 15,2012,” p. 2.. This particular model carries the express 
major assumption that both smelter contracts will continue beyond 2023. Explain 
whether RREC has a financial model that utilizes the assumptions that one or 
both smelters would leave by 2014. If so, please provide a copy, or if it is already 
filed of record, please identify where. If BREC does not have such a model, 
please state why not. 

28. Reference the BREC response to AG 1-78, and to the Wolfram pre-filed testimony 
beginning at p. 7. Mr. Wolfram attempts to jus* the change of methodology for 
calculating the ECR from the existing $/kwh to the proposed total adjusted 
revenue methodology based in part upon the assertion that the ECR costs for the 
2012 plan are all fixed. Reconcile this assertion with the cornpany response to 
ICIUC 1-43, February 22, 2012 minutes of the Board of Directors’ meeting, the 
attached ”Big Rivers Environmental Stircharge (ES) Rate Farmula,” dated 
February 21,2012, p. 5, which indicates, inter alia, that 3’2% of the proposed costs 
in the 2012 plan are variable. 
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Application of Big Rivers Electric Corporation, Inc. 
For Approval of its 2012 Envitonmeiital Comnpliance Plan, Amended Environmental Cost 

Recovery Surcharge Tariff, for Certificates of Public Convenience 
and Necessity, and for Authority to Establish a Regulatory Account 

Case No. 2012-00063 
Attorney General’s Supplemental Data Requests 

PUBLIC REDACTED VER,SION 

a. 

b. 

c. 

Has the company considered revising the ECR methodology to have 
two componeiits, one for variable costs using the kWh methodology, 
and the second for fixed costs utilizing the total adjusted revenue 
methodology? If not, why not? 
Does the company agree that such an approach would provide a more 
just and equitable means of allocating costs? 
Would the company agree to consider such an option? If not, why not? 

29. Reference RREC‘s response to KIu(.: 1-43, the March 16,2012 Board of Directors’ 
minutes, attachment entitled ”Smelter Mitigation Plan,” dated March 2012, p. 4. 
Please provide a complete explanation of what this chart depicts, and explain 
whether the data referenced therein comports in all ways with RREC’s 
application, and all of its responses to data requests. 

a. Regarding the cost data set forth on the left side of that page, provide a 
breakdown in terms of dollars and cents that will appear on the 
monthly bills of all three members’ average ratepayers, in all classes. 
For purposes of this question, “average ratepayer” is defined as the 
average level of consumption. 

30. Provide an update 011 Phase 2 of BREC’s transmission expansion programs. 

31. Reference BREC’s 
CONFIDENTIAL} 

esponse to KlIJC 1-43! {BEGIN 
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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

IN THE MATTER OF: 

APPLICATION OF BIG RIVERS 
ELECTRIC CORPORATION FOR A 
GENERAL ADJUSTMENT IN RATES 

CASE NO. 2012-00063 
1 
1 
1 

KENTUCKY INDUSTRIAL UTILITY CUSTOMERS, INC.’s 

FIRST SET OF DATA REQUESTS TO 

BIG RIVERS ELECTRIC CORPORATION 

Dated: May 21, 2012 



DEFINITIONS 

1 

2. 

3. 

4, 

5. 

6. 

7. 

8. 

9. 

10. 

11. 

12. 

“Document(s)” is used in its customary broad sense and includes electronic mail and all written, typed, 
printed, electronic, computerized, recorded or graphic statements, memoranda, reports, communications or 
other matter, however produced or reproduced, and whether or not now in existence, or in your possession. 

“Study” means any written, recorded, transcribed, taped, filmed, or graphic matter, however produced or 
reproduced, either formally or informally, a particular issue or situation, in whatever detail, whether or not 
the consideration of the issue or situation is in a preliminary stage, and whether or not the consideration 
was discontinued prior to completion whether preliminary or final, and whether or not referred to in Big 
Rivers’ direct testimony. 

If any document requested herein was at one time in existence, but has been lost, discarded or destroyed, 
identify such document as completely as possible, including the type of document, its date, the date or 
approximate date it was lost, discarded or destroyed, the identity of the person (s) who last had possession 
of the document and the identity of all persons having knowledge of the contents thereof. 

“Person” means any natural person, corporation, professional corporation, partnership, association, joint 
venture, proprietorship, firm, or the other business enterprise or legal entity. 

A request to identify a natural person means to state his or her full name and residence address, his or her 
present last known position and business affiliation at the time in question. 

A request to identify a document means to state the date or dates, author or originator, subject matter, all 
addressees and recipients, type of document (e.g., tetter, memorandum, telegram, chart, etc.), number of 
code number thereof or other means of identifying it, and its present location and custodian. If any such 
document was, but is no longer in the Company’s possession or subject to its control, state what disposition 
was made of it. 

A request to identify a person other than a natural person means to state its full name, the address of its 
principal office, and the type of entity. 

“And” and “or” should be considered to be both conjunctive and disjunctive, unless specifically stated 
otherwise. 

“Each” and “any” should be considered to be both singular and plural, unless specifically stated otherwise. 

Words in the past tense should be considered to include the present, and words in the present tense 
include the past, unless specifically stated otherwise. 

“You” or “your” means the person whose filed testimony is the subject of these interrogatories and, to the 
extent relevant and necessary to provide full and complete answers to any request, “you” or “your” may be 
deemed to include any person with information relevant to any interrogatory who is or was employed by or 
otherwise associated with the witness or who assisted, in any way, in the preparation of the witness’ 
testimony. 

“BREC” means Big Rivers Electric Corporation andlor any of their officers, directors, employees, or agents 
who may have knowledge of the particular matter addressed. 



INSTRUCTIONS 

1. If any matter is evidenced by, referenced to, reflected by, represented by, or recorded in any document, please 
identify and produce for discovery and inspection each such document. 

2. These interrogatories are continuing in nature, and information which the responding party later becomes 
aware of, or has access to, and which is responsive to any request is to be made available to Kentucky 
Industrial Utility Customers. Any studies, documents, or other subject matter not yet completed that will be 
relied upon during the course of this case should be so identified and provided as soon as they are completed. 
The Respondent is obliged to change, supplement and correct all answers to interrogatories to conform to 
available information, including such information as it first becomes available to the Respondent after the 
answers hereto are served. 

3. Unless otherwise expressly provided, each interrogatory should be construed independently and not with 
reference to any other interrogatory herein for purpose of limitation. 

4. The answers provided should first restate the question asked and also identify the person(s) supplying the 
information. 

5. Please answer each designated part of each information request separately. If you do not have complete 
information with respect to any interrogatory, so state and give as much information as you do have with 
respect to the matter inquired about, and identify each person whom you believe may have additional 
information with respect thereto. 

6. In the case of multiple witnesses, each interrogatory should be considered to apply to each witness who will 
testify to the info,rmation requested. Where copies of testimony, transcripts or depositions are requested, each 
witness should respond individually to the information request. 

7. The interrogatories are to be answered under oath by the witness(es) responsible for the answer 

8. Responses to requests for revenue, expense and rate base data should provide data on the basis of Total 
Company as well as Intrastate data, unless otherwise requested. 



FIRST SET OF DATA REQUESTS OF 
KENTUCKY INDUSTRIAL UTILITY CUSTOMERS. INC. 

BIG RIVERS ELECTRIC CORPORATION 
Case No. 2012-00063 

Q1 .I. See Spreadsheet Financial Forecast (2012-2026) Base Case (No Env Comp) 02-.xls, Worktab = PCM, Cell 
N77. This cell points to another excel spreadsheet that was not supplied with the set of Corporate 
Financial Model (TFM'I) scenario spreadsheets previously supplied. Furthermore, there are other cells 
within that same spreadsheet that point to other excel spreadsheets, for example, cell N82 in the same 
WorkTab points to a Monthly Resource Report worktab in another excel spreadsheet. We request the 
Company to supply every spreadsheet that is referenced within each CFM scenario that the Company 
previously supplied, and to identify where the external spreadsheets are referenced within the CFM 
scenario spreadsheets. 

Q1.2. Refer to the five corporate financial model scenario Excel workbooks provided by the Company in response 
to the KlUC Motion to Dismiss. 

a. Please confirm that the NPV spreadsheet for each scenario quantifies the annual revenue 
requirement of all variable expenses, off system sales (OSS) revenues, and incremental fixed debt 
service used to finance the capital expenditures of the scenarios. 

b. Please confirm that the NPV spreadsheet for each scenario quantifies the incremental fixed debt 
service using a levelized methodology over 28 years using the coupon interest rate and no TIER. 

c. Please explain why the incremental fixed debt service does not include a TIER. If the Company 
agrees that the incremental fixed debt service should include a TIER, then please provide revised 
scenarios including a TIER. 

d. Please explain why the Company used a levelized methodology for the fixed debt service rather 
than an annual revenue requirement methodology consistent with the manner in which it will 
recover the build or buy costs from customers through the ECR. 

e. Please provide the inputs to the CFM base case and five scenarios obtained from ACES and all 
workpapers and other analyses used to convert the ACES data to inputs for the CFM base case 
and five scenarios, including all assumptions, data, computations, and electronic spreadsheets with 
formulas intact. 

f. Please confirm that the NPV spreadsheet for each of the two loss of Smelter load scenarios reflect 
no loss of Smelter revenues under their KPSC approved contracts after 2013, even though the 
Company assumed that the available generation freed up from the closure of the Smelters could 
under their KPSC approved contracts be sold into the market and reflected both the additional OSS 
revenues and the other effects on variable expenses in the revenue requirement. 

g. Please indicate whether the Company still believes that it correctly modeled the two loss of Smelter 
load scenarios without consideration of the loss of the Smelter revenues under their KPSC 
approved contracts and explain why it believes that the scenarios either are correct or incorrect. 
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Q1.3. 

Q1.4. 

Q1.5. 

Q1.6. 

Q1.7, 

Q1.8. 

Q1.9. 

h. Please provide revised NPV spreadsheets for the two loss of Smelter load scenarios to reflect the 
loss of Smelter revenues under their KPSC approved contracts after 2013. Provide all 
assumptions, data, computations, and workpapers, including electronic spreadsheets with formulas 
intact. 

i. Please explain why the Company limited its CFM scenarios to 15 years (from 2012 through 2016) 
instead of a longer horizon, such as 20,25, or 28 years, or a shorter horizon such as ten years. 

If ACES performed any cases other than those used in the CFM base case and five scenarios, please 
provide a detailed description of the other cases performed, and provide the same information as requested 
in the prior question for those other cases. 

Please supply all documents, memos, letters and emails that were sent back and forth between the 
Company and ACES concerning either input or output data associated with the base case and five 
scenarios, as well as any other cases that ACES performed. 

Please provide all assumptions, data, computations and workpapers, including electronic spreadsheets 
with formulas intact used to populate the CFM base case and each of the five scenarios. 

Please provide a narrative description of how the CFM model was populated with data associated with 
each generating unit environmental upgrade. 

Assuming the environmental upgrade assumptions were sourced to Sargent R Lundy, provide the 
workpapers that came from Sargent & Lundy. If the environmental upgrade assumptions were sourced 
elsewhere, still provide the workpapers that were developed in whatever process was used to create the 
environmental upgrade assumptions. 

Whatever the source of the environmental upgrade assumptions, provide any spreadsheets developed for 
the purpose of converting the environmental upgrade assumptions to the format required to be input into 
the CFM. Please provide the workpapers electronically with all formulas intact. 

For all environmental upgrades evaluated but rejected, please provide all workpapers associated with those 
upgrades, and provide inputs in the format that could be inserted into the CFM model. Please provide the 
workpapers electronically with all formulas intact. 

Q1.lO. For each generating unit and purchase that is part of the Company's resources, supply the following 
information: 

a. Owner of the resource 

b. If the Company has partial or full ownership, specify the ownership % 

c. Operator of the resource 

d. If a purchase 

i. Capacity the company is entitled to 

ii. Energy the company is entitled to 

iii. Capacity cost 

5 



iv. Energy cost 
e. If a unit 

Q1. l l .  

i .  
i i .  

i i i .  

IV. 

V. 

vi. 
vii. 
viii. 

ix. 
X. 

xi. 
xii. 
xiii, 

Min cap, max cap 
Heat rates Incremental and average 
Avail and forced outage rates 
Fuel type 
Startup cost 
Minimum down time 
Maximum u p  time 
Ramp rate 
Operating constraints, if any, for example, must run  
Can it be used for quick start or spinning reserves 
Fuel constraints if any 
Any other operational data 
Emissions data (rates, costs, etc) 

Supply the Company's most recently completed resource expansion plan covering the next 30 years or 
whatever length of time that the Company performs its planning based on an IRP process, or whatever 
process that the Company uses to develop a long run expansion plan. Provide this electronically in excel 
format with all formulas intact. This spreadsheet should show all calculations. In other words, if there is 
any category such as hydro capacity made up of a set of hydro units that sum to a total, provide the 
breakdown and summation to derive the total. Also, if there is a calculation of reserve margin, please 
provide the calculation with all components used in the calculation. For example, the target reserve 
margin, load, capacity (by resource) should all be readily identifiable. 

Bern/ Testimony 

Q1.12. Please provide all models, worksheets, analyses, etc electronically, with all formulas intact that led to the 
development of the results found in Mr. Berry's Exhibits 2 through 6. 

DePriest Testimony 

Q1.13. Page 13 - Please provide copies of all models and worksheets, electronically, with all formulas intact that 
S&L used to generate the "capital and O&M cost estimates used in the compliance study." 

Q1.14. Mr. DePriest mentioned that S&L compiled cost data from recent S&L FGD, SCR, and ACI, dry sorbent 
injection, and other comparable projects. 

a. Please provide a description of each project the data was compiled from. 
6 



b. Please provide the compiled results containing the data used in the Big Rivers Study. 

Q1.15. If not provided in response to the above, please provide the analyses, electronically and with all formulas 
intact, of the modelslworksheets that were used to calculate costs for each of the technology alternatives, 
and to determine the NPV of each technology over a projected 20-year life (See page 13, line 19 of Mr.  
DePriest's testimony). 

Q1.16. Please provide all economic data provided by Big Rivers to S&L (See page 13, line 22 of Mr. DePriest's 
testimony). 

Q1.17. Page 7 discusses that Big Rivers acquired forward pricing data from PACE Global, which included forward 
hourly energy prices, monthly coal prices, monthly natural gas prices, and monthly allowance prices. 
Please provide all documents, memos, letters and emails that went back and forth between PACE Global 
and Big Rivers regarding these analyses, including the engagement letter, contract documents, data 
assumption documents, model result analyses, etc. 

Q1.18. Provide copies of all models and spreadsheets developed containing input assumptions and output results. 
Provide these electronically, with all formulas intact. 

Q1.19. Provide copies of all written reports, memos, emails or documents of any type that PACE Global produced 
regarding this project, as well as any that Big Rivers produced related to the analyses that PACE Global 
performed. 

Q1.20, Page 8 discusses that Big Rivers received production cost results from ACES Power Marketing. Please 
provide all documents, memos, letters and emails that went back and forth between ACES and Big Rivers 
regarding these analyses, including the engagement letter, contract documents, data assumption 
documents, model result analyses, etc. 

Q1.21. Provide copies of all models and spreadsheets developed containing input assumptions and output results. 
Provide these electronically, with all formulas intact. 

Q1.22, Provide copies of all written reports, memos, emails or documentation of any type that either ACES or 
PACE Global produced regarding this project, as well as any that Big Rivers produced related to the 
analyses that either ACES or PACE Global performed, 

Q1.23. Please identify the production cost model used, and provide the Documentation Manual for whatever 
production cost model ACES used in its production cost runs. 

Q1.24. Please explain the process by which parties would have to go through to acquire the ACES model used, 
and the costs associated with acquiring the model, and what alternatives exist in case parties would like to 
run alternative analyses. 

Q1.25. Please explain why this production cost model was selected. 
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Q1.26. Please discuss why an optimal resource plan analysis was not conducted that would have evaluated more 
optians including the potential retirement of the coal units being upgraded, conversion to gas, or 
replacement with combined cycle resources. 

Q1.27. Please identify the models used by Pace Global, and provide the Documentation Manuals for all of the 
models that Pace Global used in its analyses. 

Q1.28. Please explain the process by which parties would have to go through to acquire the models Pace Global 
used, and the costs associated with acquiring the model, and what options exist in case parties or the 
Commission would like to run alternative analyses. 

Q1.29. Please explain why these models were selected by Pace Global to be used in this analysis. 

Q1.30. Please explain what sensitivity analyses, other than the two loss of Smelter load scenarios, were 
performed. Please provide justification for why these sensitivity analyses were performed, and if none were 
performed other than the loss of Smelter load scenarios, please explain why not. 

Q1.31. Please explain why Big Rivers provided so little explanation of the production cost analyses that were 
performed, and why the Chief Financial Officer was selected to provide such a brief discussion of this topic. 

Q1.32. Please discuss in detail the process by which Big Rivers developed its input assumptions that were used in 
its praduction cost analyses and in the development of forward price assumptions, 

Q1.33. What process was used to ensure that the assumptions that were used by ACES in its production cost 
modeling analyses, and the assumptions that were used by PACE Global were consistent, and provide a 
comparison of the assumptions that were used in both of the analyses. 

Q1.34. Please describe the manner in which the results developed by PACE Global were incorporated in the 
production cost analysis that ACES performed. 

Q1.35. Please provide the results electronically with all formulas intact as provided to ACES by PACE Global. 

Q1.36, Please provide a copy of all emails, documents or memos prepared, sent, issued or received during the last 
six months by Mr. Bailey, Mr. Blackburn, Mr. Berry, Mr. Shaw or Mr, Hite andlor any of the General 
Managers of any of the three member cooperatives regarding Big Rivers’ plan for compliance with federal 
environmental laws and regulations including, but not limited to, considerations of the “build”, “partial build” 
and “buy” options referenced on page 6 af Mr. Hite’s Direct Testimony. 

Q1.37. Please provide all workpapers andlor preliminary model runs associated with the “build”, “partial build’’ and 
“buy” options referenced on page 6 of Mr. Hite’s Direct Testimony including, but not limited to, documents 
andlor data associated with other environmental compliance options considered by Big Rivers, but not 
discussed in Mr. Hite’s Direct Testimony. 

Q1.38. Please provide a copy of all emails, documents or memos prepared, sent, issued or received during the last 
two years by Mr. Bailey, Mr. Blackburn, Mr. Berry, Mr. Shaw or Mr. Hite andlor any of the General 
Managers of any of the three member cooperatives regarding Big Rivers’ business plan in the event that 
one or both of the Smelters gives notice that they intend to cease operations on the Big Rivers’ system. 
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Q1.39. Please provide a copy of all emails, documents or memos prepared, sent, issued or received during the last 
two years by Mr. Bailey, Mr. Blackburn, Mr. Berry, Mr. Shaw or Mr. Hite andlor any of the General 
Managers of any of the three member cooperatives regarding consideration of mergers with another utility, 
the sale of Big Rivers to a third party, or the sale of any of Big Rivers’ generating units. 

Q1.40. Please provide a list of all entities that Big Rivers has entered a confidentiality agreement with in the last 
two years. 

QI.41. Please provide a copy of all presentations during the last two years made by the Company andlor its 
outside advisors to the Big Rivers Board of Directors regarding the potential financial impact of existing or 
proposed environmental regulations. 

Q1.42. Please provide a copy of all presentations that the Company has made or plans to make to the “various 
institutional investors” referenced on page I 5  of Mr. Hite’s Direct Testimony. 

Q1.43. Please provide a copy of all minutes from the Company’s Board of Directors meetings since January 2010 
through the most recent month available. This is a continuing request and the response should be 
supplemented as each additional month is available. 

Q1.44. Please provide the current balance (as of April 2012 or May 2012, if available) in the Economic Reserve 
Fund and the Rural Economic Reserve (“RER) fund, This should be considered a continuing request and 
updates should be provided monthly as actual information for each succeeding month is available. 

Q1.45. Please provide the Company’s projections of the balances in the Economic Reserve Fund and the Rural 
Economic Reserve Fund for each month during the remainder of 2012 (after the most recent month for 
which actual information was provided in response to the preceding question), and for each month during 
201 3 and subsequent years. Provide all assumptions, data, and computations, including all electronic 
spreadsheets with formulas intact. 

Q1.46. In the event that Big Rivers were to fail to achieve the target MFlR under its Indenture such that Big Rivers 
was precluded from issuing debt under its Indenture, haw would that affect Big Rivers’ choice of 
environmental compliance options? 

Q1.47. Assume that the interest rate on debt issued by Big Rivers would increase due to capital market conditions, 

a. In the event that the interest rate that Big Rivers would incur on debt issued for the purpose 
of funding capital expenditures for environmental compliance were to be higher than Big Rivers’ 
official forecasted interest rate of 5.50%, please indicate how the increased interest rate would alter 
Big Rivers’ proposed plan of compliance, if at all. 

a credit downgrade of Big Rivers, or any other reason or combination of reasons. 

Q1.48. Please provide a complete copy of all existing contracts between Big Rivers and the City of 
Henderson, Henderson Municipal Power and Light, or any other entity related to the City of Henderson. 

Q1.49. Please provide all excel spreadsheets (with formulas intact) and other workpapers supporting the 
development of Mr. Wolfram’s Exhibit Number 6. Include the support for the projected draw down of the 
MRSM and the RER by year by rate schedule. 
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Q1.50. For each of the years 2012 and 2016, please provide the following information in an excel spreadsheet: 

a. Total 12 month adjusted revenues, as used in the Company’s proposed ES Tariff 

b, For each of rate schedules RDS, LIC, QFS and LICX, by rate schedule, provide 

i. Base rate revenues 

ii. FAC revenues 

iii. Non-FAC PPA revenues 

iv. Fuel revenues in base rates 

c. For the Smelter rate schedule, provide 

i. Base Fixed Energy revenues 

ii. FAC revenues 

iii. Non-FAC PPA revenues 

iv. Fuel revenues in base rates 

Q1.51. For the 12 months ending March 31, 2012 (or the most recent 12 month period available), please 
provide the following information in an excel spreadsheet: 

a. Total 12 month adjusted revenues, as used in the Company’s proposed ES Tariff 

b. For each of rate schedules RDS, LIC, QFS and LICX, by rate schedule, provide 

i. Base rate revenues 

ii. FAC revenues 

iii. Non-FAC PPA revenues 

iv, Fuel revenues in base rates 

c. For the Smelter rate schedule, provide 

i. Base Fixed Energy revenues 

ii. FAC revenues 

iii. Non-FAC PPA revenues 

iv. Fuel revenues in base rates 

Q1.52. Please provide for 2012 and 2016 the Smelter revenue and credit amounts for each of the categories 1 
through 17 listed on lines 5 through 21 of page 15 of Mr. Wolfram’s testimony in an excel spreadsheet. 

Q1.53. Please provide for the 12 months ending March 31, 2012 (or the most recent 12 month period available), 
the Smelter revenue and credit amounts for each of the categories 1 through 17 listed on page 15 of Mr. 
Wolfram’s testimony in an excel spreadsheet, 
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Q1.54. Please provide the Company’s estimated 2016 ES revenue requirement, separated into variable and fixed 
costs. Please provide the results for both the current ECR revenue requirements approved in Case No. 
2007-00460 and for the projects being requested for approval in this case (the “2012 Plan”) in an excel 
spreadsheet. 

Respectfully submitted, 

Michael L. Kurtz, Esq. 
BOEHM, KURTZ & LOWRY 
36 East Seventh Street, Suite 1510 
Cincinnati, Ohio 45202 
Ph: (513) 421-2255 Fax: (513) 421-2764 
E-Mail: mkurtz@BKLIawfirm.com 

COUNSEL FOR KENTUCKY INDUSTRIAL UTILITY 
CUSTOMERS, INC, 

David C. Brown, Esq. 
STITES & HARBISON 
1800 Providian Center, 400 West Market Street 
Louisville, KY 40202 
Ph: (502) 587-3400 Fax: (502) 587-6391 
E-mail. dbrown@stites.com 

CO-COUNSEL FOR ALCAN PRIMARY PRODUCTS 
CORPORATION 

May 21 , 2012 
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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

IN THE MATTER OF: 

APPLICATION OF BIG RIVERS ELECTRIC ) CASE NO. 2012-00063 
CORPORATION FOR APPROVAL OF ITS ) 

PLAN, FOR APPROVAL OF ITS AMENDED ) 

SURCHARGE TARIFF, FOR CERTIFICATES ) 

2012 ENVIRONMENTAL COMPLIANCE ) 

ENVIRONMENTAL COST RECOVERY ) 

OF PUBLIC CONVENIENCE AND ) 
NECESSITY, AND FOR AUTHORITY TO ) 
ESTABLISH A REGULATORY ACCOUNT ) 

KENTUCKY INDUSTRIAL UTILITY CUSTOMERS, INC.’s 

FIRST SET OF DATA REQUESTS TO 

SIERRA CLUB 

Dated: July 30, 2012 



DEFINITIONS 

1. “Document(s)” is used in its customary broad sense and includes electronic mail and all written, typed, 
printed, electronic, computerized, recorded or graphic statements, memoranda, reports, communications or 
other matter, however produced or reproduced, and whether or not now in existence, or in your possession. 

“Study” means any written, recorded, transcribed, taped, filmed, or graphic matter, however produced or 
reproduced, either formally or informally, a particular issue or situation, in whatever detail, whether or not 
the consideration of the issue or situation is in a preliminary stage, and whether or not the consideration 
was discontinued prior to completion whether preliminary or final, and whether or not referred to in Big 
Rivers’ direct testimony. 

If any document requested herein was at one time in existence, but has been lost, discarded or destroyed, 
identify such document as completely as possible, including the type of document, its date, the date or 
approximate date it was lost, discarded or destroyed, the identity of the person (s) who last had possession 
of the document and the identity of all persons having knowledge of the contents thereof. 

“Person” means any natural person, corporation, professional corporation, partnership, association, joint 
venture, proprietorship, firm, or the other business enterprise or legal entity. 

A request to identify a natural person means to state his or her full name and residence address, his or her 
present last known position and business affiliation at the time in question. 

A request to identify a document means to state the date or dates, author or originator, subject matter, all 
addressees and recipients, type of document (e.g., letter, memorandum, telegram, chart, etc.), number of 
code number thereof or other means of identifying it, and its present location and custodian. If any such 
document was, but is no longer in the Company’s possession or subject to its control, state what disposition 
was made of it. 

A request to identify a person other than a natural person means to state its full name, the address of its 
principal office, and the type of entity. 

“And” and “or’’ should be considered to be both conjunctive and disjunctive, unless specifically stated 
ot he rwise. 

“Each” and “any“ should be considered to be both singular and plural, unless specifically stated otherwise. 

Words in the past tense should be considered to include the present, and words in the present tense 
include the past, unless specifically stated otherwise. 

“You” or “your” means the person whose filed testimony is the subject of these interrogatories and, to the 
extent relevant and necessary to provide full and complete answers to any request, “you” or “your“ may be 
deemed to include any person with information relevant to any interrogatory who is or was employed by or 
otherwise associated with the witness or who assisted, in any way, in the preparation of the witness’ 
testimony. 

“Sierra Club” means Sierra Club andlor any of their officers, directors, employees, or agents who may have 
knowledge of the particular matter addressed. 

2. 

3. 

4. 

5 .  

6. 

7.  

8. 

9. 

I O .  

11. 

12, 



INSTRUCTIONS 

1, If any matter is evidenced by, referenced to, reflected by, represented by, or recorded in any document] please 
identify and produce for discovery and inspection each such document. 

2. These interrogatories are continuing in nature, and information which the responding party later becomes 
aware of, or has access to, and which is responsive to any request is to be made available to Kentucky 
Industrial Utility Customers. Any studies, documents, or other subject matter not yet completed that will be 
relied upon during the course of this case should be so identified and provided as soon as they are completed. 
The Respondent is obliged to change, supplement and correct all answers to interrogatories to conform to 
available information, including such information as it first becomes available to the Respondent after the 
answers hereto are served, 

3. Unless otherwise expressly provided, each interrogatory should be construed independently and not with 
reference to any other interrogatory herein for purpose of limitation. 

4. The answers provided should first restate the question asked and also identify the person(s) supplying the 
information. 

5. Please answer each designated part of each information request separately. If you do not have complete 
information with respect to any interrogatory, so state and give as much information as you do have with 
respect to the matter inquired about, and identify each person whom you believe may have additional 
information with respect thereto. 

6 .  In the case of multiple witnesses, each interrogatory should be considered to apply to each witness who will 
testify to the information requested. Where copies of testimony, transcripts or depositions are requested, each 
witness should respond individually to the information request, 

7. The interrogatories are to be answered under oath by the witness(es) responsible for the answer 

8. Responses to requests for revenue, expense and rate base data should provide data on the basis of Total 
Company as well as Intrastate data, unless otherwise requested. 



FIRST SET OF DATA REQUESTS OF 
KENTUCKY INDUSTRIAL UTILITY CUSTOMERS. INC. TO 

SIERRA CLUB 
Case No. 2012.00063 

Q1 .I. Please provide all spreadsheets, models and workpapers, with all formul int st, d all 
referenced spreadsheets included, that were used in the development of the results presented 
in Ms. Wilson’s Tables 1 and 12 of her testimony. This should include the cash flow models that 
were used, as discussed on page 31 of Ms. Wilson’s testimony. 

Respectfully submitted, 

Michael L. Kurtz, Esq. 
BOEHM, KURTZ & LOWRY 
36 East Seventh Street, Suite 1510 
Cincinnati, Ohio 45202 
Ph: (513) 421-2255 Fax: (513) 421-2764 
E-Mail: m kurtz@BKLlawfirm .com 

COUNSEL FOR KENTUCKY INDUSTRIAL UTILITY 
CUSTOMERS, INC. 

David C. Brown, Esq. 
STITES & HARBISON 
1800 Providian Center, 400 West Market Street 
Louisville, KY 40202 
Ph: (502) 587-3400 Fax: (502) 587-6391 
E-mail. dbrown@stites.com 

CO-COUNSEL FOR ALCAN PRIMARY PRODUCTS 
CORPORATION 

July 30, 2012 
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ATTORNEYS AT LAW 
36 EAST SEVENTH STREET 

SIJITE 1510 
ClNCZNNATI, OHIO 45202 
TELEPHONE (513) 421-2255 

TELECQPIER (513) 421-2764 

Vis Overnight Mail 

May 21,2012 

Mr. Jeff Derouen, Executive Director 
Kentucky Public Service Commission 
2 1 1 Sower Boulevard 
Frankfort, Kentucky 40602 

Re: Case No. 2012-00063 

Dear Mr. Derouen: 

Please find enclosed the original and ten (10) copies of KENTUCKY INDUSTRIAL IJTLITY 
CUSTOMERS, INC.’s FIRST SET OF DATA REQTJESTS TO BIG RIVERS EIXCTRIC: CORPORATION for 
filing in the above-referenced matter. 

By copy of this letter, all parties listed on the Certificate of Service have been served. Please place these 
documents of file. 

Very Truly Your 

mc49 
Michael L. Kurtz, Esq. 
Kurt J. Boehm, Esq. 
BQEHM, KURTZ & LOWRY 

M LKkew 
Attachment 
cc: Certificate of Service 

Quang Nyugen, Esq. 
Faith Bums, Esq 
David C. Brown, Esq. 

G: WORh K I L K  Kenergy Big Rivers 2012 00063 IEnv compliance fi. surdlarge) Dciouen Ltt-docs 



I hereby certify that a copy of the foregoing was served by electronic mail (when available) and by 
mailing a true and correct copy by regular, U.S. Mail, unless other noted, this 21ST day of May, 2012 to the 
following 

Michael L. Kurtz, Esq. 
Kurt  J. Boehm, Esq. 

JENNIFER B HANS, ESQ. 
ASSISTANT ATTORNEY GENERAL'S OFFICE 
1024 CAPITAL CENTER DRIVE, STE 200 
FRANKFORT, KENTUCKY 4060 1-8204 

JAMES M MILLER, ESQ. 
SULLIVAN, MOUNTJOY, STAINBACK & MILLER, PSC' 
100 ST. ANN STREET 
P.O. BOX 727 
OWENSBORO, KENTUCKY 42302-0727 

Joe Chifders, Esq. 
Joe F. Childers & Associates 
300 Lexington Building 
201 West Short Street 
Lexington, Kentucky 40507 

Kristin Henry, Esq. Sierra Club 
85 Second Street 
San Francisco, CA 941 OS 



COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

IN THE MATTER OF: 

APPLICATION OF BIG RIVERS 
ELECTRIC CORPORATION FOR A 
GENERAL ADJUSTMENT IN RATES 

CASE NO, 2012.00063 
1 
1 
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KENTUCKY INDUSTRIAL UTILITY CUSTOMERS, INC.’s 

FIRST SET OF DATA REQUESTS TO 

BIG RIVERS ELECTRIC CORPORATION 

Dated: May 21,2012 



DEFINITIONS 

1. 

2 

3. 

4, 

5. 

6. 

7. 

8. 

9. 

I O .  

11. 

12. 

“Document(s)” is used in its customary broad sense and includes electronic mail and all written, typed, 
printed, electronic, computerized, recorded or graphic statements, memoranda, reports, communications or 
other matter, however produced or reproduced, and whether or not now in existence, or in your possession. 
“Study” means any written, recorded, transcribed, taped, filmed, or graphic matter, however produced or 
reproduced, either formally or informally, a particular issue or situation, in whatever detail, whether or not 
the consideration of the issue or situation is in a preliminary stage, and whether or not the consideration 
was discontinued prior to completion whether preliminary or final, and whether or not referred to in Big 
Rivers’ direct testimony. 
If any document requested herein was at one time in existence, but has been last, discarded or destroyed, 
identify such document as completely as possible, including the type of document, its date, the date or 
approximate date it was lost, discarded or destroyed, the identity of the person (s) who last had possession 
of the document and the identity of all persons having knowledge of the contents thereof. 
“Person” means any natural person, corporation, professional corporation, partnership, association, joint 
venture, proprietorship, firm, or the other business enterprise or legal entity, 
A request to identify a natural person means to state his or her full name and residence address, his or her 
present last known position and business affiliation at the time in question. 
A request to identify a document means to state the date or dates, author or originator, subject matter, all 
addressees and recipients, type of document (e.g., letter, memorandum, telegram, chart, etc.), number of 
code number thereof or other means of identifying it, and its present location and custodian. If any such 
document was, but is no longer in the Company’s possession or subject to its control, state what disposition 
was made of it. 
A request to identify a person other than a natural person means to state its full name, the address of its 
principal office, and the type of entity. 
“And” and “or” should be considered to be both conjunctive and disjunctive, unless specifically stated 
otherwise, 
“Each” and “any” should be considered to be both singular and plural, unless specifically stated otherwise. 
Words in the past tense should be considered to include the present, and words in the present tense 
include the past, unless specifically stated otherwise. 
“You” or “your” means the person whose filed testimony is the subject of these interrogatories and, to the 
extent relevant and necessary to provide full and complete answers to any request, “you” or “your” may be 
deemed to include any person with information relevant to any interrogatory who is or was employed by or 
otherwise associated with the witness or who assisted, in any way, in the preparation of the witness’ 
testimony. 
”BREC” means Big Rivers Electric Corporation andlor any of their officers, directors, employees, or agents 
who may have knowledge of the particular matter addressed. 



I M STRUCTI ON S 

1, If any matter is evidenced by, referenced to, reflected by, represented by, or recorded in any document, please 
identify and produce for discovery and inspection each such document. 

2. These interrogatories are continuing in nature, and information which the responding party later becomes 
aware of, or has access to, and which is responsive to any request is to be made available to Kentucky 
Industrial Utility Customers. Any studies, documents, or other subject matter not yet completed that will be 
relied upon during the course of this case should be so identified and provided as soon as they are completed. 
The Respondent is obliged to change, supplement and correct all answers to interrogatories to conform to 
available information, including such information as it first becomes available to the Respondent after the 
answers hereto are served. 

3. Unless otherwise expressly provided, each interrogatory should be construed independently and not with 
reference to any other interrogatory herein for purpose of limitation. 

4. The answers provided should first restate the question asked and also identify the person@) supplying the 
information, 

5. Please answer each designated part of each information request separately. If you do not have complete 
information with respect to any interrogatory, so state and give as much information as you do have with 
respect to the matter inquired about, and identify each person whom you believe may have additional 
information with respect thereto. 

6. In the case of multiple witnesses, each interrogatory should be considered to apply to each witness who will 
testify to the information requested. Where copies of testimony, transcripts or depositions are requested, each 
witness should respond individually to the information request. 

7. The interrogatories are to be answered under oath by the witness(es) responsible for the answer. 

8. Responses to requests for revenue, expense and rate base data should provide data on the basis of Total 
Company as well as Intrastate data, unless otherwise requested, 



FIRST SET OF DATA REQUESTS OF 
KENTUCKY INDUSTRIAL UTILITY CUSTOMERS. INC. 

BIG RIVERS ELECTRIC CORPORATION 
Case No. 2012=00063 

Q1.1, See Spreadsheet Financial Forecast (2012-2026) Base Case (No Env Comp) 02-.xls, Worktab = PCM, Cell 
N77. This cell points to another excel spreadsheet that was not supplied with the set of Corporate 
Financial Model ("CFM") scenario spreadsheets previously supplied. Furthermore, there are other cells 
within that same spreadsheet that point to other excel spreadsheets, for example, cell N82 in the same 
WorkTab points to a Monthly Resource Report worktab in another excel spreadsheet, We request the 
Company to supply every spreadsheet that is referenced within each CFM scenario that the Company 
previously supplied, and to identify where the external spreadsheets are referenced within the CFM 
scenario spreadsheets. 

Q1,2. Refer to the five corporate financial model scenario Excel workbooks provided by the Company in response 
to the KlUC Motion to Dismiss. 

a, Please confirm that the NPV spreadsheet for each scenario quantifies the annual revenue 
requirement of all variable expenses, off system sales (OSS) revenues, and incremental fixed debt 
service used to finance the capital expenditures of the scenarios. 

b. Please confirm that the NPV spreadsheet for each scenario quantifies the incremental fixed debt 
service using a levelized methodology over 28 years using the coupon interest rate and no TIER, 

c. Please explain why the incremental fixed debt service does not include a TIER. If the Company 
agrees that the incremental fixed debt service should include a TIER, then please provide revised 
scenarios including a TIER. 

d. Please explain why the Company used a levelized methodology for the fixed debt service rather 
than an annual revenue requirement methodology consistent with the manner in which it will 
recover the build or buy costs from customers through the ECR. 

e. Please provide the inputs to the CFM base case and five scenarios obtained from ACES and all 
workpapers and other analyses used to convert the ACES data to inputs for the CFM base case 
and five scenarios, including all assumptions, data, computations, and electronic spreadsheets with 
formulas intact. 

f. Please confirm that the NPV spreadsheet for each of the two loss of Smelter load scenarios reflect 
no loss of Smelter revenues under their KPSC approved contracts after 2013, even though the 
Company assumed that the available generation freed up from the closure of the Smelters could 
under their KPSC approved contracts be sold into the market and reflected both the additional OSS 
revenues and the other effects on variable expenses in the revenue requirement. 

g. Please indicate whether the Company still believes that it correctly modeled the two loss of Smelter 
load scenarios without consideration of the loss of the Smelter revenues under their KPSC 
approved contracts and explain why it believes that the scenarios either are correct or incorrect. 



h. Please provide revised NPV spreadsheets for the two loss of Smelter load scenarios to reflect the 
loss of Smelter revenues under their KPSC approved contracts after 2013. Provide all 
assumptions, data, computations, and workpapers, including electronic spreadsheets with formulas 
intact, 

Please explain why the Company limited its CFM scenarios to 15 years (from 2012 through 2016) 
instead of a longer horizon, such as 20125, or 28 years, or a shorter horizon such as ten years, 

i. 

If ACES performed any cases other than those used in the CFM base case and five scenarios, please 
provide a detailed description of the other cases performed, and provide the same information as requested 
in the prior question for those other cases. 

Please supply all documents, memos, letters and emails that were sent back and forth between the 
Company and ACES concerning either input or output data associated with the base case and five 
scenarios, as well as any other cases that ACES performed. 

Please provide all assumptions, data, computations and workpapers, including electronic spreadsheets 
with formulas intact used to populate the CFM base case and each of the five scenarios. 

Please provide a narrative description of how the CFM model was populated with data associated with 
each generating unit environmental upgrade. 

Assuming the environmental upgrade assumptions were sourced to Sargent & Lundy, provide the 
workpapers that came from Sargent & Lundy. If the environmental upgrade assumptions were sourced 
elsewhere] still provide the workpapers that were developed in whatever process was used to create the 
environmental upgrade assumptions. 

Whatever the source of the environmental upgrade assumptions, provide any spreadsheets developed for 
the purpose of converting the environmental upgrade assumptions to the format required to be input into 
the CFM, Please provide the workpapers electronically with all formulas intact. 

For all environmental upgrades evaluated but rejected] please provide all workpapers associated with those 
upgrades, and provide inputs in the format that could be inserted into the CFM model. Please provide the 
workpapers electronically with all formulas intact. 

Q1.10. For each generating unit and purchase that is part of the Company’s resources, supply the following 
information: 

a. Owner of the resource 

b. If the Company has partial or full ownership, specify the ownership % 

c. Operator of the resource 

d. If a purchase 

i. Capacity the company is entitled to 

ii. Energy the company is entitled to 

iii. Capacity cost 
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iv. Energy cost 
e. If a unit 

Q1.l l .  

1. 

i i ,  
i i i ,  
iv. 
V. 

vi a 

vii. 
viii. 
ix. 
X. 

xi. 
xii. 
xiii, 

Min cap, max cap 
Heat rates Incremental and average 
Avail and forced outage rates 
Fuel type 
Startup cost 
Minimum down time 
Maximum up time 
Ramp rate 
Operating constraints, if any, for example, must run 
Can it be used for quick start or spinning reserves 
Fuel constraints if any 
Any other operational data 
Emissions data (rates, costs, etc) 

Supply the Company's most recently completed resource expansion plan covering the next 30 years or 
whatever length of time that the Company performs its planning based on an IRP process, or whatever 
process that the Company uses to develop a long run expansion plan. Provide this electronically in excel 
format with all formulas intact. This spreadsheet should show all calculations, In other words, if there is 
any category such as hydro capacity made up of a set of hydro units that sum to a total, provide the 
breakdown and summation to derive the total. Also, if there is a calculation of reserve margin, please 
provide the calculation with all components used in the calculation. For example, the target reserve 
margin, load, capacity (by resource) should all be readily identifiable. 

Berry Testimony 

Q1.12. Please provide all models, worksheets, analyses, etc electronicatly, with all formulas intact that led to the 
development of the results found in Mr. Berry's Exhibits 2 through 6. 

DePriest Testimony 

Q1.13. Page 13 - Please provide copies of all models and worksheets, electronically, with all formulas intact that 
S&L used to generate the "capital and O&M cost estimates used in the compliance study." 

Q1.14. Mr. DePriest mentioned that S&L compiled cost data from recent S&L FGD, SCR, and ACI, dry sorbent 
injection, and other comparable projects. 

a. Please provide a description of each project the data was compiled from. 
6 



b. Please provide the compiled results containing the data used in the Big Rivers Study. 

Q1.15. If not provided in response to the above, please provide the analyses, electronically and with all formulas 
intact, of the modelslworksheets that were used to calculate costs for each of the technology alternatives, 
and to determine the NPV of each technology over a projected 20-year life (See page 13, line I 9  of Mr. 
DePriest's testimony). 

Ql.16. Please provide all economic data provided by Big Rivers to S&L (See page 13, line 22 of Mr. DePriest's 
testimony). 

Hite Testimony 

Q1.17. Page 7 discusses that Big Rivers acquired forward pricing data from PACE Global, which included forward 
hourly energy prices, monthly coal prices, monthly natural gas prices, and monthly allowance prices. 
Please provide all documents, memos, letters and emails that went back and forth between PACE Global 
and Big Rivers regarding these analyses, including the engagement letter, contract documents, data 
assumption documents, model result analyses, etc. 

Q1,18. Provide copies of all models and spreadsheets developed containing input assumptions and output results, 
Provide these electronically, with all formulas intact. 

Q1.19. Provide copies of all written reports, memos, emails or documents of any type that PACE Global produced 
regarding this project, as well as any that Big Rivers produced related to the analyses that PACE Global 
performed. 

Q1.20. Page 8 discusses that Big Rivers received production cost results from ACES Power Marketing. Please 
provide all documents] memos, letters and emails that went back and forth between ACES and Big Rivers 
regarding these analyses, including the engagement letter, contract documents, data assumption 
documents, model result analyses, etc. 

Q1.21. Provide copies of all models and spreadsheets developed containing input assumptions and output results. 
Provide these electronically, with all formulas intact. 

Q1.22. Provide copies of all written reports, memos, emails or documentation of any type that either ACES or 
PACE Global produced regarding this project, as well as any that Big Rivers produced related to the 
analyses that either ACES or PACE Global performed. 

(21.23. Please identify the production cost model used, and provide the Documentation Manual for whatever 
production cost model ACES used in its production cost runs. 

Q1.24. Please explain the process by which parties would have to go through to acquire the ACES model used, 
and the costs associated with acquiring the model, and what alternatives exist in case parties would like to 
run alternative analyses. 

Q I  .25, Please explain why this production cost model was selected. 
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Q1.26. Please discuss why an optimal resource plan analysis was not conducted that would have evaluated more 
options including the potential retirement of the coal units being upgraded, conversion to gas, or 
replacement with combined cycle resources. 

Q1,27. Please identify the models used by Pace Global, and provide the Documentation Manuals for all of the 
models that Pace Global used in its analyses. 

Q1,28. Please explain the process by which parties would have to go through to acquire the models Pace Global 
used, and the costs associated with acquiring the model, and what options exist in case parties or the 
Commission would like to run alternative analyses. 

Q1.29. Please explain why these models were selected by Pace Global to be used in this analysis, 

Q1.30. Please explain what sensitivity analyses, other than the two loss of Smelter load scenarios, were 
performed. Please provide justification for why these sensitivity analyses were performed, and if none were 
performed other than the loss of Smelter load scenarios, please explain why not. 

Q1.31. Please explain why Big Rivers provided so little explanation of the production cost analyses that were 
performed, and why the Chief Financial Officer was selected to provide such a brief discussion of this topic. 

Q1.32. Please discuss in detail the process by which Big Rivers developed its input assumptions that were used in 
its production cost analyses and in the development of forward price assumptions, 

QI.33, What process was used to ensure that the assumptions that were used by ACES in its production cost 
modeling analyses, and the assumptions that were used by PACE Global were consistent, and provide a 
comparison of the assumptions that were used in both of the analyses. 

Q1.34. Please describe the manner in which the results developed by PACE Global were incorporated in the 
production cost analysis that ACES performed. 

Q1.35. Please provide the results electronically with all formulas intact as provided to ACES by PACE Global, 

(21.36. Please provide a copy of all emails, documents or memos prepared, sent, issued or received during the last 
six months by Mr. Bailey, Mr. Blackburn, Mr. Berry, Mr. Shaw or Mr. Hite andlor any of the General 
Managers of any of the three member cooperatives regarding Big Rivers' plan for compliance with federal 
environmental laws and regulations including, but not limited to, considerations of the "build", "partial build" 
and "buy" options referenced on page 6 of Mr. Hite's Direct Testimony. 

Q1.37. Please provide all workpapers andlor preliminary model runs associated with the "build", "partial build" and 
"buy" options referenced on page 6 of Mr. Hite's Direct Testimony including, but not limited to, documents 
andlor data associated with other environmental compliance options considered by Big Rivers, but not 
discussed in Mr. Hite's Direct Testimony. 

QI -38, Please provide a copy of all emails, documents or memos prepared, sent, issued or received during the last 
two years by Mr. Bailey, Mr. Blackburn, Mr. Berry, Mr. Shaw or Mr. Hite andlor any of the General 
Managers of any of the three member cooperatives regarding Big Rivers' business plan in the event that 
one or both of the Smelters gives notice that they intend to cease operations on the Big Rivers' system. 
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Q1.39. Please provide a copy of all emails, documents or memos prepared, sent, issued or received during the last 
two years by Mr. Bailey, Mr. Blackburn, Mr. Berry, Mr. Shaw or Mr. Hite andlor any of the General 
Managers of any of the three member cooperatives regarding consideration of mergers with another utility, 
the sale of Big Rivers to a third party, or the sale of any of Big Rivers' generating units. 

Q1.40. Please provide a list of all entities that Big Rivers has entered a confidentiality agreement with in the last 
two years. 

Q1.41. Please provide a copy of all presentations during the last two years made by the Company andlor its 
outside advisors to the Big Rivers Board of Directors regarding the potential financial impact of existing or 
proposed enviranmental regulations. 

Q1.42. Please provide a copy of all presentations that the Company has made or plans to make to the "various 
institutional investors" referenced on page 15 of Mr. Hite's Direct Testimony. 

Q1.43. Please provide a copy of all minutes from the Company's Board of Directors meetings since January 2010 
through the most recent month available. This is a continuing request and the response should be 
supplemented as each additional month is available, 

Q1.44. Please provide the current balance (as of April 2012 or May 2012, if available) in the Economic Reserve 
Fund and the Rural Economic Reserve ("RER) fund, This should be considered a continuing request and 
updates should be provided monthly as actual information for each succeeding month is available. 

Q1.45. Please provide the Company's projections of the balances in the Economic Reserve Fund and the Rural 
Economic Reserve Fund for each month during the remainder of 2012 (after the most recent month for 
which actual information was provided in response to the preceding question), and for each month during 
201 3 and subsequent years. Provide all assumptions, data, and computations, including all electronic 
spreadsheets with formulas intact. 

Q1.46. In the event that Big Rivers were to fail to achieve the target MFlR under its Indenture such that Big Rivers 
was precluded from issuing debt under its Indenture, how would that affect Big Rivers' choice of 
environmental compliance options? 

Q1.47. Assume that the interest rate on debt issued by Big Rivers would increase due to capital market conditions, 

a. In the event that the interest rate that Big Rivers would incur on debt issued for the purpose 
of funding capital expenditures for environmental compliance were to be higher than Big Rivers' 
official forecasted interest rate of 5.50%, please indicate how the increased interest rate would alter 
Big Rivers' proposed plan of compliance, if at all. 

a credit downgrade of Big Rivers, or any other reason or combination of reasons. 

Q1.48. Please provide a complete copy of all existing cantracts between Big Rivers and the City of 
Henderson, Henderson Municipal Power and Light, or any  other entity related to the City of Henderson. 

Q1.49. Please provide all excel spreadsheets (with formulas intact) and other workpapers supporting the 
development of Mr. Wolfram's Exhibit Number 6. Include the support for the projected draw down of the 
MRSM and the RER by year by rate schedule. 
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Q1.50. For each of the years 2012 and 2016, please provide the following information in an excel spreadsheet: 

a, Total 12 month adjusted revenues, as used in the Company’s proposed ES Tariff 

b, For each of rate schedules RDS, LIC, QFS and LICX, by rate schedule, provide 

i$ Base rate revenues 

ii. FAC revenues 

iii. Non-FAC PPA revenues 

iv. Fuel revenues in base rates 

c. For the Smelter rate schedule, provide 

i. Base Fixed Energy revenues 

ii. FAC revenues 

iii. Non-FAC PPA revenues 

iv. Fuel revenues in base rates 

Q1.51. For the 12 months ending March 31 , 2012 (or the most recent 12 month period available), please 
provide the following information in an excel spreadsheet: 

a. Total 12 month adjusted revenues, as used in the Company’s proposed ES Tariff 

b. For each of rate schedules RDS, LIC, QFS and LICX, by rate schedule, provide 

i. Base rate revenues 

ii. FAC revenues 

iii. Non-FAC PPA revenues 

iv. Fuel revenues in base rates 

c. For the Smelter rate schedule, provide 

i. Base Fixed Energy revenues 
ii. FAC revenues 

iii. Non-FAC PPA revenues 

iv. Fuel revenues in base rates 

Q1.52. Please provide for 2012 and 2016 the Smelter revenue and credit amounts for each of the categories 1 
through 17 listed on lines 5 through 21 of page 15 of Mr. Wolfram’s testimony in an excel spreadsheet, 

Q1.53. Please provide for the 12 months ending March 31, 2012 (or the most recent 12 month period available), 
the Smelter revenue and credit amounts for each of the categories 1 through 17 listed on page 15 of Mr. 
Wolfram’s testimony in an excel spreadsheet. 
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Q1.54. Please provide the Company’s estimated 201 6 ES revenue requirement, separated into variable and fixed 
costs Please provide the results for both the current ECR revenue requirements approved in Case No. 
2007-00460 and for the projects being requested for approval in this case (the “2012 Plan”) in an excel 
spreadsheet. 

Respectfully submitted, 

Michael L, Kurtz, Esq. 
BOEHM, KURTZ & LOWRY 
36 East Seventh Street, Suite 1510 
Cincinnati, Ohio 45202 
Ph: (513) 421-2255 Fax: (513) 421-2764 
E-Mail: mlkurtz@BKLlawfirm~,c~ 

COUNSEL FOR KENTUCKY INDUSTRIAL UTILITY 
CUSTOMERS, INC. 

STITES & HARBISON 
1800 Providian Center, 400 West Market Street 
Louisville, KY 40202 
Ph: (502) 587-3400 Fax: (502) 587-6391 
E-mail. dbrown@stites.com 

CO-COUNSEL FOR ALCAN PRIMARY PRODUCTS 
C 0 RP 0 RAT ION 

May 21,2012 
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COMMONWEALTH OF KENTUCKY 
BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter o f  

Application of Big Rivers Electric Corporation for Approval ) 
of its 2012 Environmental Compliance Plan, Approval of its ) CASE NO. 2012-00063 
Amended Environmental Cost Recovery Surcharge Tariffs, ) 
and for the Certificates of Public Convenience and Necessity, ) 
and the Authority to Establish a Regulatory Account 1 

BEN TAYLOR AND SIERRA CLUB’S REQUEST FOR 
INFORMATION TO KENTUCKY INDUSTRIAL IJTILITY CUSTOMERS 

Interveriors Ben Taylor and Sierra Club (collectively “Movants”), pursuant to the 

Kentucky Public Service Commission’s (“Coinmission”) Orders of April 30, June 19, and July 

19,2012, propound the following requests for information on the Kentucky Industrial Utility 

Customers (“KIUC”) regarding Big Rivers Electric Corporation’s application for certificates of 

public convenience and necessity and approval of its 2012 compliance plan that is the subject of 

the above captioned proceeding. 

KIUC shall answer these requests for information in the manner set forth in the April 30 

Order arid by no later than the August 6, 2012 deadline set forth in the Appendix of the June 19 

Order. Please produce the requested documents in electronic fonnat at the offices of Sierra Club, 

85 Second Street, Znd Floor, San Francisco, CA 94105 or at such other location as may be 

mutually agreed upon between counsel of record. 

Intervenors reserve the right to serve supplemental, revised, or additional discovery 

requests as permitted in this proceeding. 



DEFINITIONS 

“CCR” means coal combustion residuals 

“Coiripaiiy” refers to Big Rivers Electric Cooperative, and its affiliates, etnployees, and 

authorized agents. 

“CPCN” means certificate of public convenience and necessity 

“FGD” means flue gas desulfurization 

“Hg” means mercury 

“NAAQS” means National Ambient Air Quality Standards 

“NOx” means nitrogen oxides 

“NPV” means net present value 

“NPVRR” means net present value of revenue requirements 

“O&M” ineans operation and maintenance 

“SCR” means selective catalytic reduction technology 

“SOZ” means sulfir dioxide 

“3 16(b)” refers to Section 3 16(b) of the Clean Water Act 

PRIVILEGE OR CONFIDENTIALIITY 

If you claim a privilege including, but not limited to, the attorney-client privilege or the 

work product doctrine, as grounds for not fully and coinpletely responding to any interrogatory 

or request for production, describe the basis for your claim of privilege in sufficient detail so as 

to pennit the Commission to adjudicate the validity of the claim if called upon to do so. With 

respect to documents for which a privilege is claimed, produce a “privilege log” that identifies 

the author, recipient, date and subject matter of the documents or interrogatory answers for 



which you are asserting a claiin of privilege and aiiy other information peitineiit to the claiiri that 

would enable the Intervenors or the Coirrinission to evaluate the validity of such claiins. 

To the extent that you can legitimately claiin that any interrogatory response or 

responsive docuinent is entitled to confidentiality, the Intervenors are willing to enter into a 

confidentiality agreement that would protect such response or docuinent from public disclosure. 

Wilson FGD 

Green 2 SCR 

HMPL 1 SO2 (Gross) 

HMPL 2 SO2 (Gross) 

Wilson Hg 

Green 1 Hg 

Green 2 Hg 

Coleman 1 Hg 

Coleman 2 Hg 

Coleman 3 Hg 

HMPL 1 Hg 

HMPL 2 Hg 

Reid 1 NG 

REQUESTS FOR INFORMATION 

2012 2013 2014 2015 2016 2017 2018 2019 2020 

$1.78 $27.73 $56.19 $49.50 $7.41 $0.00 $0.00 $0.00 $0.00 

$0.99 $20.09 $44.95 $16.64 $0.00 $0.00 $0.00 $0.00 $0.00 

$0. I5 $1.13 $1.57 $0.35 $0.00 $0.00 $0.00 $0.00 $0.00 

$0.15 $1.13 $1.57 $0.35 $0.00 $0.00 $0.00 $0.00 $0.00 

$0.10 $1.1 1 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 

$0.00 $1.21 $4.90 $5.45 $0.00 $0.00 $0.00 $0.00 $0.00 

$0.00 $0.60 $4.09 $4.82 $0.00 $0.00 $0.00 $0.00 $0.00 

$0.00 $0.60 $4.09 $4.82 $0.00 $0.00 $0.00 $0.00 $0.00 

$0.00 $0.40 $4.90 $4.45 $0.00 $0.00 $0.00 $0.00 $0.00 

$0.00 $0.40 $4.90 $4.45 $0.00 $0.00 $0.00 $0.00 $0.00 

$0.00 $0.40 $4.90 $4.45 $0.00 $0.00 $0.00 $0.00 $0.00 

$0.00 $0.00 $0.00 $0.25 $0.00 $0.00 $0.00 $0.00 $0.00 

$0.00 $0.00 $0.00 $0.25 $0.00 $0.00 $0.00 $0.00 $0.00 

1. Please execute a PaR inodel run of the Company’s Build case with the following 
changes: 

a. Refer to page 22 lines 17-1 8 of the direct testimony of Philip Hayet, which states 
that the Company’s results do not include all incremental O&M costs shown in 
Exhibit Berry-2. Please add in these additional O&M costs that are identified in 
the Hayet testimony that were not included in the Company’s original run. 

b. Please change the Company’s environmental capital expenditures given in real 
201 1$ to nominal dollars in the calculation of NPVRR as follows: 

c. Please add the capital expenditures recorriinended by Sargent & L,undy to coinply 
with the forthcoining NAAQS revisions, the CCR rule, and the 3 16(b) rule, in 
nominal dollars as follows: 



Green 1 NAAQS 

Green 1 CCR 

Green 1 3 16(b) 

Green 2 CCR 

Green 2 3 16(b) 

HMPL 1 CCR 

HMPL 2 CCR 

Coleman 1 CCR 

Coleman 1 316(b) 

Coleman 2 CCR 

Coleman 2 3 16(b) 

Coleman 3 CCR 

Coleman 3 3 16(b) 

d. Please add the additional O&M expenditures associated with the technologies 
recorninended by Sargent & Lundy to coinply with the forthcoming NAAQS 
revisions, the CCR rule, and the 3 16(b) rule, in nominal dollars as follows: 

2012 2013 2014 2015 2016 2017 2018 2019 2020 

$0.00 $0.00 $0.00 $0.00 $0.00 $87.41 $0.00 $0.00 $0.00 

$0.00 $0.00 $0.00 $0.00 $0.00 $15.11 $0.00 $0.00 $0.00 

$0.00 $0.00 $0.00 $0.00 $0.00 $1.11 $0.00 $0.00 $0.00 

$0.00 $0.00 $0.00 $0.00 $0.00 $15.11 $0.00 $0.00 $0.00 

$0.00 $0.00 $0.00 $0.00 $0.00 $1.11 $0.00 $0.00 $0.00 

$0.00 $0.00 $0.00 $0.00 $0.00 $15.11 $0.00 $0.00 $0.00 

$0.00 $0.00 $0.00 $0.00 $0.00 $15.1 1 $0.00 $0.00 $0.00 

$0.00 $0.00 $0.00 $0.00 $0.00 $13.67 $0.00 $0.00 $0.00 

$0.00 $0.00 $0.00 $0.00 $0.00 $1.44 $0.00 $0.00 $0.00 

$0.00 $0.00 $0.00 $0.00 $0.00 $13.67 $0.00 $0.00 $0.00 

$0.00 $0.00 $0.00 $0.00 $0.00 $1.44 $0.00 $0.00 $0.00 

$0.00 $0.00 $0.00 $0.00 $0.00 $13.67 $0.00 $0.00 $0.00 

$0.00 $0.00 $0.00 $0.00 $0.00 $ I .44 $0.00 $0.00 $0.00 
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Respectfully submitted, 

Joe Childers, Esq. 
Joe F. Childers & Associates 
300 Lexington Building 
201 West Short Street 
L,exington, Kentucky 40507 

8 5 9-2 5 8-928 8 (facsimile) 
859-253-9824 

Of counsel: 

Kristin Henry 
Staff Attorney 
Sierra Club 
85 Second Street 
San Francisco, CA 94105 
Phone: (415)977-5716 
Fax: (415) 977-5793 
h i s  tin. henry@sierraclub. org 

Shannon Fisk 
Earthjustice 
156 William Street 
Suite 800 
New York, New York 1003 8 

sfisk@earthjustice.org 
(2 15) 327-9922 

Dated: July 30,2012 

mailto:sfisk@earthjustice.org


CERTIFICATE OF SERVICE 

I certify that I mailed a copy of Ben Taylor and Sierra Club’s Request for Information 
from Kentucky Industrial Utility Customers by first class inail on July 30,2012 to the following: 

James M. Miller, Esq. 
Tysoii I< ainuf 
Sullivan, Mountjoy, Stainback& Miller, PSC 
100 Saint A m  Street 
P.O. Box 727 
Owensboro, ICY 42302-0727 

Jennifer B. Hans 
Assistant Attorney General’s Office 
1024 Capital Center Drive, Suite 200 
Frankfort, KY 40601 -8204 

Michael L. Kurtz 
Kurt J. Boehtn 
B o e h ,  Kurtz & Lowry 
36 East Seventh Street, Suite 1510 
Cincinnati, OH 45202 

David C. Brown, Esq. 
Stites&Harbison 
1800 Aegon Center, 400 West Market Street 
Louisville, ICY 40202 
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