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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 Establish a
Regulatory Account

Case No. 2012-00063

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

Kentucky Industrial Utility Customers, Inc. (“KIUC”), by counsel, petitions the Kentucky Public Service
Commission (“Commission”) to grant KIUC approval, pursuant to 807 KARS5:001, § 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, KIUC requests that the Commission excuse it from filing the remaining 9 copies required by

Comimission rules.

Respectfully submitted,

Lol

Michael L. Kurtz,iéq.

Kurt J. Boehm, Esq.
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36 East Seventh Street, Suite 1510
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COUNSEL FOR KENTUCKY INDUSTRIAL UTILITY
CUSTOMERS, INC.
August 20, 2012
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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 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 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 “4PPLICATION 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
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.

“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 thev disclose the contents of Protected
Materials. Hayet may use this information for purposes of this proceeding, and may not use
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1. INTRODUCTION AND QUALIFICATIONS

>

>

Direct Testimony of William Steinhurst

Please state your name, business address, and position.

My name is William Steinhurst, and I am a Senior Consultant with Synapse
Energy Economics (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 portfolio 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
Commission, Regulatory Assistance Project, National Association of Regulatory
Utility Commissioners (NARUC), National Regulatory Research Institute
(NRRI), American Association of Retired Persons (AARP), The Utility Reform

Page 1
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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.

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

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

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. | 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.

I was the lead author or co-author of Vermont’s long-term energy plans for 1983,
1988, and 1991, as well as the 1998 report Fueling Vermont’s Future:
Comprehensive Energy Plan and Greenhouse Gas Action Plan, and also
Synapse’s study Portfolio Management: How to Procure Electricity Resources to
Provide Reliable, Low-Cost, and Efficient Electricity Services to All Retail
Customers. 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 2011, NRRI commissioned a second edition of that work.

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

On whose behalf are you testifying in this case?

I am testifying on behalf of Sierra Club.

Direct Testimony of William Steinhurst Page 2
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Have you testified previously before the Kentucky Public Service
Commission?

No, I have not. However, 1 did prepare prefiled testimony in Kentucky PSC Cases
No. 2011-00161 and No. 2011-00162, which were settled.

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 projection of revenue requirements for each resource option under those future
scenarios and its conclusions regarding the merits of its proposed CPCN based

upon its projections and analyses.

2. FINDINGS AND OVERVIEW OF TESTIMONY

Q

A

Direct Testimony of William Steinhurst

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

Page 3
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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 need 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 overau requirement that utility rates are “fair,
just, and reasonable.” KRS § 278.030(1); KRS § 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.

3. EXPECTATION FOR SOUND UTILITY PLANNING

Q

HOW DOES BREC’s DECISION MAKING PROCESS COMPARE WITH
THE PROCESS A COMPANY WOULD FOLLOW TO INFORM A
REASONABLE DECISION?

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

Direct Testimony of William Steinhurst Page 4
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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, Portfolio Management.: Tools and Practices for

Regulators, 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.

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 BREC PLANNING IS LACKING

Q

Direct Testimony of William Steinhurst

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

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

follows:

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

management (DSM);
¢ The input natural gas price forecast from the PACE Global modeling;

e The use of a carbon dioxide (CO,) 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;

e The resulting output energy prices from the PACE Global modeling/ Use

of inflated market prices;

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

factors stay constant over time; and

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

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

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.

a. Piecemeal Approach to Pending and Emerging Regulations

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

A 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.

Unfortunately, BREC erred in at least two ways on this point by including in its

Direct Testimony of William Steinhurst Page 6
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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.

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 2018. 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 §316(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.

Direct Testimony of William Steinhurst Page 7
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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
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 (316(b)) rule, and new effluent
limits despite its expectation that those regulations will drive further 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, loc. 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.

Direct Testimony of William Steinhurst Page §
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c¢. Errors

Q Did any of the other errors BREC made in its economic analysis of

compliance options materially affect the outcome of its analysis?

A Yes. Among the material errors BREC made were

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

forecasts,

e Using a CO; 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 KIUC 2-5, Big Rivers states that it relied on a single estimate of
fuel 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.

Direct Testimony of William Steinhurst Page 9
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d. Failure to Model Retrofits Against Relevant Alternative Options

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

A 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.

Q 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

Direct Testimony of William Steinhurst Page 10
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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, future carbon regulation, and more. Furthermore, a resource
portfolio so dominated by one technology and one fuel 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 BREC. 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 future

DSM programs, and those savings amount to approximately 0.01% 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
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 programs 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 programs that saved electric energy at a rate in

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
and Counting: A Historical Review and Current Assessment of Electric Utility Energy Efficiency Activity in

the States, June 27, 2012, 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.

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 KIUC 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 $917 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 1s economic nonsense.

I do not 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.
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recommendation for reporting portfolio cost risk using TEVAR, the value at risk to
expiration.'* 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 CPUC required
validation of SCE’s proprietary, in-house portfolio risk model.">'¢

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 future, 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.'’

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.

' The Commission stated, “while we continue to believe that it is unwise to be overly prescriptive in
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 common 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)

'® The CPUC 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
commercially available risk measurement model. SCE later questioned the ability of an independent
reviewer to assess the internal validity of its model but was overruled. The Commission clarified that
certification required a determination that all the features of the model work as advertised, that the
model is mathematically 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)

" PG&E’s STPP was essentially subsumed into its LTPP. (CPUC, Resolution E-3951. Sept. 22, 2005)

' 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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percent of the stochastic mean portfolio cost to 30 percent of the 95 percent confidence
level portfolio cost.*’

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.

B.3. Washington

The Washington Utilities and Transportation Commission (UTC 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 CO, emissions.’® The Commission does not require that
IRPs consider externalities explicitly, although these issues may be considered in other
proceedings. '

* MTPSC Docket 2004-3-45, Order 6557c¢.
9 WAC 480 100 238.

31 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 Planning Survey: Washington. Sep 2005. Available at http://www 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.** 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.** 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.”*

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.””> 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.*® 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.”’

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
if they are impact or are impacted by other measures. Liz Baldwin, op. cit..

33 The risk mitigation benefits that energy efficiency, other DSM, or renewable resources provide are
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 terms of reliability, price, supply, and
strategic risk mitigation. Phone interview, Hank McIntosh, WA Ultilities and Transportation
Commission, Integrated Resource Planning. Jan. 27, 2006.

3 Linda Anderson, “Avista Utilities aims high on efficiency,” nwcurrent. Nov 29, 2005.
http://www.nwcurrent.com/efficiency/industrial/ 1978117 html

35 Phone interview, Hank McIntosh, WA Utilities and Transportation Commission, Integrated Resource
Planning. Jan. 27, 2006. See also Northwest Power and Conservation Council. (NWPCC) 2003. Power
Supply Adequacy Forum: State IRP Requirements and Issues. Available at
http://www.nwcouncil.org/energy/powersupply/adequacyforum/

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

%7 Liz Baldwin, Sep 2005(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. Utilities 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-run components are required), the assumed cost of compliance with
CO; regulations, and acceptable levels of reliability and price escalation risks.*® Utilities
can choose to reject Staff’s technical advice on modeling methods®” 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
18-month horizon, consistent with available product terms and the uncertainty associated
with hydro conditions.*

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 provisions.*'

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.** The RFP data inform the
utility’s decisions going forward, and the Commission may use this information when
evaluating utility performance during rate cases.*’

* WUTC General Order No. R-526, Jan. 4, 2006, Docket UE-030311.

* Liz Baldwin, /bid.

Y Phone interview, Rich Stevens, Director of Corporate Risk Management, Avista. Jun. 30, 2006.
‘' WAC 480-107-015, -025, -035

*2 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 PURPA.

 WAC 480-107-015, -025, -035
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Q2.50

Q2.51

Q2.52

Q2.53

Q2.54

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.
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.

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.

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.

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.

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,

Q2.56

Q2.57

Q2.58

Q2.59

Q2.60

“‘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?

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.

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 poliution 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.

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.

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?

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, efc).

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).

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.

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.

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.

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.

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.

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.

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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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 Consuilting, 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. Consulting Services. Ventyx will make available the services of Ventyx personnel to perform ceriain 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 (i) 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 (i) 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 Rights. 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. Al 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
and/or 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.

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 VENTYX'S LIABILITY UNDER THIS AGREEMENT SHALL NOT EXCEED
THE AMOUNT PAID BY CLIENT TO VENTYX UNDER THE SOW GIVING RISE TO THE LIABILITY.

Relationship of Parties. Ventyx in furnishing the Services to Client under this Agreement is acting only as an
independent contractor.

Aareement. 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 uniess 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 WHEREOQF, 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 o enter into this Agreement and to carry out

the transactions contemplated in this Agreement.

ACCEPTED:
Hayet Power Systems Consulting

Authorized Signature:

Printed Name:

Title:

Date:

Ventyx Confidential and Proprietary
201111-R9

ACCEPTED:
Ventyx Inc.

Authorized Signature:

Printed Name:

Title:

Date:

Authorized Signature.

Printed Name:

Title:

Date’
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SOW-ADV-NA-120476

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 Ventyx Project Manager

Name: Brenton Meese Name: Joe McLeer

Phone: 678.825.1467 Phone: 678-830-1079

Cell: 404.964.8882 Cell:

Fax: Fax:

E-mail: Brenton.Meese@ventyx.ahb.com E-mail: joseph.mcleer@ventyx.abb.com
Client Project Manager Client "Bill to” Contact/Dept..

Name: Phil Hayet Name: Phil Hayet

Address: 215 Huntcliff Terrace Address: 215 Huntcliff Terrace

Atlanta, GA 30350 Atlanta, GA 30350

Phone: 770-587-5402 Phone: 770-587-5402

Fax: 877-862-0734 Fax: 877-862-0734

E-mail: philhaye@concentric.net E-mail: philhaye@concentric.net
PO#:

EPM Planning and Risk Training -ESTIMATE STATEMENT OF WORK (ESOW) FOR Hayet Power Systems Consulting |
Page 4 of 10
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11

1.2

21

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 instaliation 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 1-day
training session as opposed to the typical 3-4 days of training required for most new PaR users.

References
e EPM 5.3 Minimum Data Model Requirements

o EPM 5.3 Certified Environments

SCOPE OF WORK

Task 1 — 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 1-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 |
Page 5 of 10
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31

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):

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):

. None.

EPM Planning and Risk Training -ESTIMATE STATEMENT OF WORK (ESOW) FOR Hayet Power Systems Consulting |
Page 6 of 10



SOW-ADV-NA-120476

3.4 Assumptions

The following assumptions have been made when producing this Statement of Work (SOW):

e 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.

e  All Ventyx software is to be delivered electronically.

s  Training will be provided at Ventyx's Atlanta office, unless an alternative mutually agreed
upon location is decided at the time of the training.

e  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 piace, and
will provide all required access, prior to the Ventyx consultants commencing work.

s Client computer hardware and software will meet the minimum requirements as specified in
the References noted in Section 1.2 of this SOW.

e 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 |
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4

4.1

CHARGES

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.

Estimated Estimated
Task Effort Duration Resources Day Rate Fee
Provide EPM Planning and -
Risk Overview training 1 day 1 day Training Consultant 2,000 2,000

;%\giiomwnal Consulting | 4 ook | 4weeks | Lead Consultant 2,400 12,000

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 (ESOW) FOR Hayet Power Systems Consuilting |
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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 WHEREOQF, 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 Del.uke, tencia.deluke@ventyx.abb.com
Fax +1-770-206-2279

If your company requires an original hard copy, please mail two signed sets to:

Tencia Del uke
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 |
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VENTYX
2012 RATE SCHEDULE - CONSULTING SERVICES
Rate Group ngisy;:ee
Sr. Vice President 420
Vice President, Subject Matter Expert / Expert Witness 400
Director 370
Principal Consultant 315
Lead Consultant 300
Project Manager 265
Senior Consultant 230
Consultant 210
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 |
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Base Case

Build
Build No SCR

Buy
Build no smelter

Buy no smelter



APM PCM

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 [2/18/12]

Big Rivers.15Year.CSAPR by Gen.Colemanout [2/8/12]

Big Rivers.15Year.CSAPR by Gen.Varlimit [2/22/12]

Big Rivers.15Year.CSAPR By Equip.NoSmelters [2/14/12]

Big Rivers.15Year.CSAPR By Gen.NoSmelters [2/15/12]

Big Rivers.15Year.CSAPR By Gen.VarlLimits NoSmelters

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.15Year.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

CSAPR.ByEquip.Gen

CSAPR.ByEquip.Gen
CSAPRByEquip.GenNoSmelter
CSAPR.ByGen.Gen
CSAPRByGen.PriceVarLimit
CSAPRByEquip.GenNoSmelter
CSAPRByGen.GenNoSmelter
CSAPRByGenVarLimitGen.NoSmelter
CSAPRByEquipPriceNoSmelter.CurrentPrices
Equip.NoColeNoCentury.CurrentPrices
ByEquipNoWilson.ColeGenNoSmelter.CurrentPrices
CSAPRByGen.NoSmelter.SetDispatch
Prices-ByEquipNoWilson.ColeGenNoSmelter
Prices-ByEquipNoWilson.ColeGenNoSmelter
Prices-ByEquipNoWilson.ColeGenNoSmelter
CSAPRByGen.NoColemanCentury.CurrentPrices
CSAPRByGen.NoWilsonCentury.CurrentPrices
CSAPR.ByGen.VarLimitGen
CSAPRByEquip.lL.owerGreenNox.Gen



Scenario 2

CAIR.BaseCase.Price

CSAPR.ByEquip.Price

CSAPR.ByEquip.Price
CSAPRByEquip.PriceNoSmelter
CSAPR.ByEquip.Price
CSAPR.ByGen.VarLimitGen
CSAPRByEquip.PriceNoSmelter
CSAPRByGen.PriceNoSmelter
CSAPRByGen.PriceVarLimit
CSAPRByYEquipGenNoSmelter.CurrentPrices
Prices-ByEquipNoWilson.ColeGenNoSmelter
Prices-ByEquipNoWilson.ColeGenNoSmelter
Prices-ByEquipNoWilson.ColeGenNoSmelter
Equip.NoWilsonNoAlcan.CurrentPrices
ByEquipNoWilson.ColeGenNoSmelter.CurrentPrices
Equip.NoColeNoCentury.CurrentPrices
Prices-ByEquipNoWilson.ColeGenNoSmelter
Prices-ByEquipNoWilson.ColeGenNoSmelter
Prices-ByEquipNoWilson.ColeGenNoSmelter
Prices-ByEquipNoWilson.ColeGenNoSmelter
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Rounald M. Sullivan
Jesse T, Mountjoy
Frank Stainback
James M. Miller
Michacel A. Fiorella
Allen W. Holbrook
R. Michael Sullivan
Bryan R. Reynolds
Tyson A. Kamuf
Mark W. Starnes

C. Ellsworth Mountjoy
Mary L. Moorhouse

Telephone (270) 926-4000
Telccopicr (270) 683-6694

100 St. Ann Building
PG Box 727
Owensboro, Kentucky
42302-0727

SULLIVAN, MOUNTJOY, STAINBACK & MILLER PsC

ATTORNEYS AT LAW

June 8, 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 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,
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. A copy of
this letter and a copy of this response have been served on each of the
persons listed on the enclosed service list.

Sincerely,
T g[ ~
Tyson Kamuf

TAK/ej
Enclosures

cc: Mark A. Bailey
Albert Yockey



Service List
PSC Case No. 2012-00063

Jennifer B. Hans, Esq.
Dennis G. Howard, II, Esq
Lawrence W. Cook, Esq.
Matt James, Esq.

Assistant Attorneys General
1024 Capitol Center Drive
Suite 200

Frankfort, KY 40601-8204

Michael L. Kurtz, Esq.

Kurt J. Boehm, Esq.

Boehm, Kurtz and Lowry

36 East Seventh Street, Suite 1510
Cincinnati, OH 45202

David C. Brown, Esqg.
Stites & Harbison PLLC
1800 Providian Center
400 West Market Street
Louisville, KY 40202

Joe Childers, Esq.

Joe F. 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

Christopher Leung
Earthjustice

156 William Street

Suite 800

New York, New York 10038
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COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY

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

Case No. 2012-00063

N’ N S N’ S N’ S’

RESPONSE OF BIG RIVERS ELECTRIC CORPORATION TO JOINT MOTION TO
COMPEL OR TO ISSUE A SUBPOENA DUCES TECUM

Kentucky Industrial Utility Customers, Inc. (“KIUC”), Ben Taylor, Sierra Club, and the
Kentucky Attorney General (collectively, the “Intervenors”) have filed a joint motion (“Motion
to Compel”) asking the Kentucky Public Service Commission (“Commission”) to either (i)
require Big Rivers Electric Corporation (“Big Rivers”) to reqilest 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 disingenuous
allegations made by the Intervenors in their Motion to Compel, Big Rivers would like to reiterate
that it recognizes the time constraints placed on the Commission and 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 Intervenors have sought in this

proceeding on an expedited basis. In fact, Big Rivers provided a substantial amount of model-
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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. 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 Global price curve data for
energy prices, fuel prices, and allowance prices;
2. 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 that ACES performed
for this case;
3. 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
4. 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 1, 2012, and the same day, it provided the price and load shape data that ACES
used. Also, when KIUC 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 Big 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
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information cited in the Motion to Compel ask for “all models and spreadsheets developed

[Ty BT

containing input assumptions and output results, all written reports, memos, emails or
documentation of any type that” ACES produced,® “all of the production cost modeling
(including input and output files) and workpapers...generated by ACES Power Marketing,”
“any and all inputs that were chosen,™ and documents transferred between Big Rivers and
ACES.® Big Rivers’ responses to those requests for information are fully responsive. The CDs
referenced above contain all of the relevant models and spreadsheets with input assumptions and
output results, and all of the relevant input and output data and files, and Big Rivers’ responses
to the reqt;ests for information contain all other documents transferred between Big 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, functioniﬁg 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 pépulate
their 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 fully-populated, functioning database. Big Rivers provided all of the

information requested in the items cited by the Intervenors in their Motion. Thus, the

! See Item 21 of KIUC’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 KIUC’s First Set of Data Requests.

3
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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 also 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, the CDs contain all of the input data that was available
to ACES in the format provided to ACES. With that information and the software ACES used
(the Ventyx/ABB Planning and Risk model), a modeler competent with the Ventyx/ABB model
would have everything needed to run the models and to validate ACES’ results. The
Intervenors’ statements in their Motion to Compel that withoul the database, “there is no way for
the parties or the Commission to recreated the modeling performed by ACES;”® that without the
database it would be “impossible for the Commission to determine with certainly whether Big
Rivers” Application meets the standards set forth in KRS 278.020 and KRS 278.183;"7 that

without the database, the Ventyx/ABB model is “yseless;”®

and that without the database,
“Intervenors cannot run the Ventyx model” are simply untrue. It is Big Rivers’ understanding
that the information it has provided is similar to the information provided by Louisville Gas and
Electric 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.
7 See Motion to Compel at 2.
8 See Motion to Compel at 5.
? See Motion to Compel at 5.
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The Intervenors’ real complaint is that the information Big Rivers has provided is
“formatted differently” than the database format.'® 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 fact 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 inputs the Intervenors already have is
insufficient to justify ordering Big Rivers to somehow require ACES to produce the database.

Nevertheless, while Big 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 Ventyx/ABB to
produce the database. Also, the ACES database contains highly sensitive information from a
number 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 Intervenors 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 non-Big Rivers information.

1% See Motion to Compel at 4.
1" See Motion to Compel at 6.
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2. ACES will then provide its database to Ventyx/ABB for Ventyx/ABB to strip out the
non-Big Rivers information.
3. 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.
4. An Intervenor that wants the database must obtain all approvals and licenses from
Ventyx/ABB necessary for 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 to destroy the database and all
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.
5. ACES will then supply (or have Ventyx/ABB supply) the stripped-down database to a
modeler for the Intervenor.
Given ACES’ willingness to provide the database under these reasonable conditions, the
Commission should deny the Intervenors’ Motion to Compel as moot.

In their Motion to Compel, the Intervenors alternatively ask the Commission to issue a
subpoena duces tecum pursuant to KRS 278.320 to require ACES to produce the database. KRS
278.320 provides, in pertinent part, that the “[Clommission 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.”’> 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 Big 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

database. >

However, as explained above, in the CDs referenced above, Big Rivers provided a
substantial amount of information and data to the Intervenors even before Big Rivers' responses
to the requests for information were due, including inputs and outputs from Big Rivers’ financial
model, inputs and outputs from Sargent & Lundy’s model, inputs and 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.”® 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 from running the Ventyx/ABB model. This is patently incorrect. As
noted previously, Big 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 Ventyx/ABB model. Most recently, on the June 4 conference call, Big

12 KRS 278.320 (emphasis added).
13 See Motion to Compel at 2, 3,4, 5,6, 7.
14 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
the call fo resolve obstacles to providing additional material 1o 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 for

information were “obstructive and evasive.”"’

The only basis for this statement is that Big
Rivers “has failed to require or request ACES to produce the” ACES database.'® 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 affiliates,'” Big Rivers and ACES are not affiliates, and Big
Rivers has neither the ability nor the authority to require ACES to turn over its database.
Although Big Rivers did not previously provide the database, Big Rivers did provide (in the CDs
referred to above) all of the data that a modeler competent with the Ventyx/ABB 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, the Intervenors suggest that they need (and thus imply that they do not have):

(1) the company's estimate (or bid) for their envirommental 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

15 See Motion to Compel at 2.
16 See Motion to Compel at 2.
' See Motion to Compel at 4 (“ACES is not an unaffiliated entity...”).
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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."®
However, Big Rivers has provided all of that information in Big Rivers’ application filed in this
proceeding and in the CDs referenced above. Later on page 2 of the Motion to Compel, the
Intervenors state that they need “information regarding input and output results, the modeling
and analytical structure utilized, which sensitivities were used, including inputs and outpuls, and
how those sensitivities were selected.”’® Big Rivers has also provided this information, in its
application filed in this matter, in the CDs referenced above, and in a number of its responses to
the Commission Staff’s and the Intervenors’ initial requests for information, including but not
limited to Ttems 2, 9, 11, 13, 15, 16, 17, 19, 20, 24, 25, 26, 29, 39, and 40 of the Commission
Staff’s First Request for Information; Items 6, 7 14, 17, 24, 25, 26, 29, 32, 33, 34, 36, 37, 43, 47,
and 54 of KIUC’s First Set of Data Requests; Items 1, 4, 5, 7, 13, 17, 18, 22, 23, 35, 39, 47, 50,
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, 36, 38, 41, 46, 47, 50,
51, 52, and 55 of Ben Taylor and the Sierra Club’s Initial Requests for Information.

Lastly, on page 7 of the Motion to Compel, the Intervenors state, “The continued lack of
critical data necessary to this case is a result of Big Rivers’ failure to provide [a witness to
provide information regarding assumptions used by ACES]."®® There is no lack of data because
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

Azman), and he did so in Big Rivers’ responses to the initial requests for information.

1% See Motion to Compel at 2.
*? See Motion to Compel at 2.
%0 See Motion to Compel at 7.
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The Intervenors have not shown that Big Rivers has failed to properly and reasonably
respond to any request for information 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 the conditions noted herein, the Motion to Compel should be denied as moot.

WHEREFORE, Big Rivers respectfully requests that the Commission deny the Motion to
Compel as moot.

On this the 8™ day of June, 2012.

(%«M M(‘-/\

Jamie$ M. Miller

Tyson Kamuf

SULLIVAN, 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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Lane Kollen
Page 11

Are there problems with the Company’s production cost modeling?

Yes. These problems are addressed by Mr. Hayet. In addition, Mr. Hayet has re-
run 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. The FM simulates the Company’s accounting and ratemaking
processes over a projected 15 year period, from 2012 through 2026. The FM
includes the following interrelated spreadsheets:

¢ Trial Bal (trial balance by RUS account)

e Charts (computes financial and rate metrics)

e Risk (scales market power prices)

e NPV (computes net present value of “to-go” costs of compliance plan
alternatives)















Lane Kollen
Page 21

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 BUILD CASE

2012 2013
Production Cost Model
Fuel {including Start-Up) 266 47 28535
Variable Envronmental Ot 2896 3262
Purchased Power 4246 3710
Allowance Purchases 003 048
Oft-System Sales (3599) (49 40)
Fixed Cost of Capital
Debt Senice z23
Debt Issuance Cost 012
Property Tax oo0
Property Insurance 000
Labor 000
Rewenue Requirement 30193 30859
PV of Revenue Requireme 30193 28591

2012
Production Cost Model
Fuel (Including Start-Up) 266 47
Variable Emironmental Ot 28.96
Purchased Power 42 48
Allowance Purchases 003

Off-System Sales

Fixed Cost of Capital
Debt Senvice

Debt Issuance Cost
Property Tax
Property Insurance
Labor

Rewvenue Requirement 301 93

PV of Rewenue Requireme 301 83

2014 2015 2016 2017 2018 2018 2020 2021 2022 2023 2024 2025 2026 Total
29878 30940 32162 33702 34029 26403 36626 37315 37875 39472 39610 41869 40991 526056
3856 3960 5337 5665 5807 6250 6410 6582 6807 7041 7305 V730 7667 BE5V7
3614 3234 3136 2918 2067 2346 3175 303t 3842 3220 4493 3515 5347 52793
078 093 (043) 149 002 230 035 27 o8r 347 063 327 Q10 17.01

(58.81) (6232) (7579)

718 1315 2008
012 012 012
000 000 015
000 018 054
000 0.20 040

32277 33360 35143

27708 26534 25898

(103 01) (100 63) (127 66) (123 85) (132 62) (136.09) (154 88) (141 34)

2008
012
044
056
042

2008
012
043
058
043

2008
012
042
059
044

2008
012
o4l
061
045

2008
012
040
0863
047

2008
012
039
065
048

2008
012
038
067
0.50

2008
012
037
069
051

34294 34906 34628 36019 36107 37174 36767 39515

23416 22082 202 97

195 61

181 68

173 3%

158 82

B81G RIVERS ELECTRIC CORPORATION BUILD SMELTER LOAD L.OSS SENSITIVITY

2013

28535
3262
3710

048

231
012
000
ooo
025

308 84

286 15

2014 2015 2016
28398 30120 31614
3596 3804 5216
1289 1316 1322
050 076 (137)

718 1315 2008
012 012 012
000 000 015
000 018 0.54
025 025 000
3704 1586
3180 1262

2017

33501
66 34
139

138

2008
012
044
056
000

2018

2018

2020

2021

2022

2023

158.14

2024

33914 36213 36542 37172 37727 39212 39450

57.92
1399

(0.99)

2008
012
043
058
000

6225
1405
217

20 08
012
042
059
000

64 08
1479

(073)

2008
012
o4
681
000

6571
14 88
253

2008
012
040
063
000

67 98
14 96

(039)
(3599) (49.40) (303 86) (351 00) (415 54) (513 63) (556 42) (597 76) (625 36) (672 79) (701 83) (783 63) (798 22)

2008
012
039
065
000

7019
1577
315

2008
012
0.38
067
000

7303
1581
(0.83)

2008
012
037
069
000

(162 08) (126 90) (1,594 .46)

2008
012
036
an
0.53

2008
012
035
073
054

243.49
1.72
413
7.14
5.36

39414 43508 5,34163

146 15

2025

149 48

2026

3,210.39

Total

41547 40674 521266

7718
1689
277

76 54
1671

(162)

858.97
269.55
7.86

(841 10) (797 95) (8,044.48)

2008
012
036
07
000

2008
012
035
073
000

(1068) (5657) (7918) (7968) (87.20) (99 00) (102 92) (121 44) (117 B4) (114 40) (95.61)

243.43
172
4.13
7.14
0.75

(14 49) (85 79) (125.16) (135 94) (160 57) (196 75) (220 76) (281.15) (204 45) (308 52) (278 29) (1,436.21)

{334.06)












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 )
PLAN, FOR APPROVAL OF ITS AMENDED )
ENVIRONMENTAL COST RECOVERY )
SURCHARGE TARIFF, FOR CERTIFICATES )
OF PUBLIC CONVENIENCE AND )
NECESSITY, AND FOR AUTHORITY TO )

)

ESTABLISH AREGULATORY ACCOUNT

KENTUCKY INDUSTRIAL UTILITY CUSTOMERS, INC.'s
SUPPLEMENTAL SET OF DATA REQUESTS TO
BIG RIVERS ELECTRIC CORPORATION

Dated: June 22, 2012



10.

11.

12.

DEFINITIONS

“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, parinership,
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” Imay 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.



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

Q2.17

Q2.18

Q2.19

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
smelter.”

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.

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.

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.

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, i.e., 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 refiected in future market prices.
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BOEHM, KURTZ & LOWRY

ATTORNEYS AT 1LAW
36 EAST SEVENTH STREET
SUITE 1510
CINCINNATI, OHIO 45202
TELEPHONE (513) 421-2255

TELECOPIER (513) 421-2764

Yia Overnight Mail

May 2, 2012

Mr, Jeff Derouen, Executive Director
Kentucky Public Service Commission
211 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 REPLY TO BIG RIVERS ELECTRIC CORPORATION’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.

Michael L. Kurtz, Esq.
Kurt J. Boehm, Esq.
BOEHM, KURTZ & LOWRY
MLKkew
Attachment
cc: Certificate of Service
Quang Nyugen, Esq.
David C. Brown, Esq.

(i WORK KIUC Kenergy Big Rivers 2012 00063 {Env. compliance & surcharge) Derguen Ltr.docx












e 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.

e Big Rivers’ plant specific data provided to ACES Power Marketing.
e The ACES Power Marketing production cost models used.

e The Big Rivers’ corporate financial model used and studies of compliance
alternatives.

e 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.

e Testimony from an ACES witness to support the production cost model runs.

e The assumptions under the sensitivity studies which assume the loss of the
7,300,000 mWh 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 Commission 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 KIUC’s Motion To Dismiss
Does Not Cure The Utility’s Deficient Application.

On page 3 of its Response, Big Rivers contends that KIUC’s “real complaint [in the KIUC
Motion to Dismiss] seems fo be that it has insufficient 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 liev of waiting for KIUC's discovery requests.



1. Electronic copies of the spreadsheet models used in the cost effectiveness
evaluation, and

2. PACE Global price curve data for energy prices, fitel 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.

oI.  CONCLUSION

For the foregoing reason KIUC respectfully requests that the Commission dismiss, without

prejudice, the April 2, 2012 Application of Big Rivers.

Respectfully submitted,

W/M“

Michael L. Kurtz, Fsq.

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@BKLlawfirm.com

COUNSEL FOR KENTUCKY INDUSTRIAL
UTILITY CUSTOMERS, INC.


http://mkurtz(cciBKLlawfirm.com
http://BKLlawfirm.com

May 2, 2012

Dowd Cheount wew]

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

CO-COUNSEL FOR ALCAN PRIMARY
PRODUCTS CORPORATION
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BOEHM, KURTZ & LOWRY

ATTORNEYS AT LAW
36 EAST SEVENTH STREET
SUITE 1510
CINCINNATI, OHIO 45202
TELEPHONE (513) 4212255

TELECOPIER (513} 421-2764

Via Overnight Mail

April 11, 2012

Mr. Jeff Derouen, Executive Director
Kentucky Public Service Commission
211 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
KENTUCKY INDUSTRIAL UTILITY CUSTOMERS, INC. 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 Yours,

Mo P e

Michael L. Kurtz, Esq.
Kurt J. Boehm, Esq.
BOEHM, KURTZ & LOWRY
MLKkew
Attachment
cc: Certificate of Service
Richard Raff, Esq.
David C. Brown, Esq,

G: WORK KIUC Kenergy Big Rivers 2012 00063 (Env. complinnce & surcharge; - Derouen Lr.docy



COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION

IN THE MATTER OF: THE APPLICATION OF BIG RIVERS :

ELECTRIC CORPORATION FOR APPROVAL OF ITS 2012 : Case No. 2012-00063
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

PETITION TO INTERVENE OF
KENTUCKY INDUSTRIAL UTILITY CUSTOMERS, INC.

Pursuant to K.R.S. §278.310 and 807 KAR 5:001 Section 3(8), Kentucky Industrial Utility Customers,

Inc. (“KIUC”) requests that it be granted full intervenor status in the above-captioned proceeding and states in

support thereof as follows:

1. KIUC is an association of the largest electric and gas public utility customers in Kentucky. The purpose
of KIUC 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 Corp. who will participate herein are: Alcan Primary Products Corporation, Century Aluminum
of Kentucky, General Partnership, Domtar Paper Co., LL.C, 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. All KIUC member companies have a similar interest in ensuring that the rates charged by Big Rivers to

Kenergy for pass-through to retail consumers are just and reasonable.

4, The matters being decided by the Commission in this case may have a significant impact on the rates paid
by KIUC members for electricity. Electricity represents a significant cost of doing business for KIUC members.

The attorneys for KIUC authorized to represent them in this proceeding and to take service of all documents are:



Michael L. Kurtz, Esq.

Kurt J. Boehm, Esq.

BOEHM, KURTZ & LOWRY

36 E. Seventh Street, Suite 1510

Cincinnati, Ohio 45202

Ph: (513) 421-2255, Fax: (513) 421-2765

E-Mail: mkurtzi@BKLlawfirm.com

kboehm@BKL lawfirm.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(istites.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.

WHEREFORE, KIUC requests that it be granted full intervenor status in the above captioned

proceeding.

Respectfully submitted,

P A~

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@BK Llawfirm.com

kboehm{@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 AL CAN PRIMARY PRODUCTS
CORPORATION

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 mailing
a true and correct copy by overnight mail, unless other noted, this 20™ day of April, 2012 to the following

P20 et T Lo
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 40601-8204

JAMES M MILLER, ESQ.

SULLIVAN, MOUNTIJOQY, STAINBACK & MILLER, PSC
100 ST. ANN STREET

P.O. BOX 727

OWENSBORO, KENTUCKY 42302-0727



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 . Case No. 2012-00063
OF ITS AMENDED ENVIRONMENTAL COST RECOVERY

SURCHARGE TARIFF, FOR CERTIFICATES OF PUBLIC

CONVENIENCE AND NECESSITY, AND FOR AUTHORITY

TO ESTABLISH A REGULATORY ACCOUNT

MOTION TO DISMISS

Kentucky Industrial Utility Customers, Inc. (“KIUC”) moves the Kentucky Public Service
Commission (“Commission”) 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

Application 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 (May 19, 2006); Order, Case No. 2005-00057 (Feb. 9, 2007); Energy
Regulatory Commission v. Kentucky Power Company, Ky. App., 605 S.W. 2d 46, 50 (1980); Order, Case No. 2001-00265
{(May 13, 2002). Further administrative findings must be based on substantial evidence. Kentucky Board of Nursing v. Ward,
Ky. App., 890 S.W.2d 641, 642 (1994).
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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:

e Sargent & Lundy models and electronic spreadsheets used to assess compliance options.

e 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.

e Big Rivers’ plant specific data provided to ACES Power Marketing.
e The ACES Power Marketing production cost models used.
¢ The Big Rivers’ corporate financial model used and studies of compliance alternatives.

e 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.

e Testimony from an ACES witness to support the production cost model runs.

e The assumptions under the sensitivity studies which assume the loss of the 7,300,000
mWh 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 insufficient evidence for the utility to establish a prime facie case and meet its burden of

proof.



COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION

IN THE MATTER OF THE:

APPLICATION OF BIG RIVERS ELECTRIC ) CASE NO. 2012-00063
CORPORATION FOR APPROVAL OF ITS )
2012 ENVIRONMENTAL COMPLIANCE )
PLAN, FORAPPROVAL OF ITS AMENDED )
ENVIRONMENTAL COST RECOVERY )
SURCHARGE TARIFF, FOR CERTIFICATES )
OF PUBLIC CONVENIENCE AND )
NECESSITY, AND FORAUTHORITY TO )

)

ESTABLISH A REGULATORY ACCOUNT

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, 2012 Application (“Application™) is based. The information Intervenors seek is

necessary to the Commission’s ultimate determination of whether the April-22042-Application
EApplieation™ 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

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: (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 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. A

applicant must disclose information regarding input and output results, the modeling and

analytical structure utilized, and which sensitivities were used, including inputs and outputs, 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 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 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 modeling carried out by ACES. Qetherwise

the Commission will be confronted with Big Rivers’ conclusions (apples) and the Intervenors’

conclusions (oranges).

( Formatted: Centered



The modeling in this case was a multi-step process involving three parties: Big Rivers,
PACE Global (“PACE”) and AGES-PeowerMarketina-*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. H-is-eeorrect-that-Big

Rivers-has-provided-to-Interveners-all-the

but-ondy-i-the formatit

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 Planning and Risk

(“PAR”) modelVentyxPAR seftware-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 analysis

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 1-21 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. 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

? Direct Testimony of Mark Hite, pages 7-8
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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 anv 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, Ifalicense 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 Tavlor 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, ACES has refused to provide all of the requested

information. See Big Rivers’ Response to KIUC Initial Request for Information; Big Rivers’

Response to Sierra Club Initial Request for Information. While it is eerreettrue that Big Rivers

has provided te—Intervenors all the data that it provided to ACES, but-Big Rivers has not

produced the database and inpuis 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. CITE. Without such

database and inputs. there is no wav 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 Staff’s Initial Request for Information,
S
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Item 1: see also Big Rivers website at http://www.bigrivers.com/power.aspx. “As a member of

ACES, Big Rivers has an annual bilatera] 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

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 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 Cominission 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 Attomey General’s office, ACES representatives suggested
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-haveKIUC 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 does not include whatever “switches” or
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http://www.bigrivers.coni/oower.aspx

“vectors” that ACES had to decide how to set in developing the database that it used in the

cost” alternatives to be transparent and provide exactly the information that Intervenors seek by

this Motion. (Can we accurately cite KPSC cases?)

KIUC attempted to remedy this issue through a letter (email?) sent via email to Big
Rivers on May 11, 2012 in which KIUC specifically requested “[t]he input data assumptions, and
all supporting documents associated with the development of the input data assumptions” used
by ACES as well as “[t]he 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 KIUEC s-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, KIUC 1-20, KIUC 1-21, and-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 it. In the

June 4, 2012 conference call ACES took the position that the specific files sought were the

3 The May 11, 2012 Letter (email?) is Attached
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proprietary work product of ACES and that ACES was not obligated to provide the information

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

reproducingto attempt to -identically reproduce what ACES has already created.

Even if there were adequate time for Intervenors to eeuld-perform that work and-were
willing-te-do—se, 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 -i d-to-asron-control-switches—thatin determininge 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.’

* Big Rivers has not facilitated that process by providing all of the cominunications between Big Rivers and ACES . ..—'{Formatted: Font: 10 pt

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.

® The importance of such switches or vectors was seen in the recent CPCN proceeding regarding Kentucky Power
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 KPC

re-ran the model without that vector on, the results showed that the company’s initial modeling had overstated { Formatted: Centered
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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 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 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
modelingﬂ6 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 future energy purchases under various alternatives by $1 to 52 biflion. See Scott C. Weaver Rebtuttal
Testimony at 27-28 filed in Docket No, 2011-0401,
* KIUC Motion to Dismiss filed April 23, 2012.

T { Formatted: Font: Not Italic
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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.

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@BKLlawfirm.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
CO-COUNSEL FOR ALCAN PRIMARY
PRODUCTS CORPORATION

’ 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. _,(Formatted: Centered
10


mailto:mkurtz@BKL,lawfirm.com
mailto:kboehm@BKLlawfirm.com
mailto:dbrown@stites.com

{ Formatted:

Indent: First line: 0.5"

Indent: Left: 3"

Font: Bold

Joe Childers, Esq. «-----{ Formatted:
Joe F. Childers & Associates _..--{ Formatted:
300 Lexington Building - { Formatted:

Indent: First line: 0.5"

g_/L,./k_,

201 West Short Street
Lexington, Kentucky 40507
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Staff Attorney
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85 Second Street
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Counsel for Ben Taylor and Sierra Club
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COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION

IN THE MATTER OF THE:

APPLICATION OF BIG RIVERS ELECTRIC ) CASE NO. 2012-00063
CORPORATION FOR APPROVAL OF ITS )
2012 ENVIRONMENTAL COMPLIANCE )
PLAN, FOR APPROVAL OFITS AMENDED )
ENVIRONMENTAL COST RECOVERY )
SURCHARGE TARIFF, FOR CERTIFICATES )
OF PUBLIC CONVENIENCE AND )
NECESSITY, AND FORAUTHORITY TO )

)

ESTABLISH A REGULATORY ACCOUNT

MOTION TO COMPEL OR, IN THE AL TERNATIVE,
TO ISSUE SUBPOENA DUCES TECUM

Kentucky Industrial Utility Customers, Inc. (“KIUC”) and 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

the confidentiality concerns of Big Rivers with the minimum reguirements of ranspareney and 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.
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™.2 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. 1t 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

! Big Rivers Response to the Staff's Initial Request for Information, Item 1

? Direct Testimony of Mark Hite, pages 7-8

" See also Big Rivers Response to the AG's Initial Requast for Information, Item 15, In which the AG reque
and all inputs used in the modeling.”




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.

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 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. The Affidavits also verify that it is usual and customary

information that Intervenors seek by this Motion. f(Can we accurately cite KPSC cases?)

KIUC attempted to remedy this issue through a letter (email?) sent to Big Rivers on May
11, 2012 in which KIUC specifically requested “[t]he input data assumptions, and all supporting
documents associated with the development of the input data assumptions” used by ACES as

well as “[t]he actual production cost model that ACES used, as well as all input files that went to

Comment [J1]: Note that in this case, the PSC
has already chided Big Rivers as to transparency in
its preliminary order denying KIUC's motion to
dismiss

1 Comment [J2}: 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

to your research/citations on this point.



which you are asserting a claim of privilege and any other information pertinent to the claim that
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.

REQUESTS FOR INFORMATION

1. Please execute a PaR model run of the Company’s Build case with the following
changes:

a. Refer to page 22 lines 17-18 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
2011$ to nominal dollars in the calculation of NPVRR as follows:

2012 2013 2014 2015 2016 2017 2018 2019 2020
Wilson FGD $1.78 $27.73 $56.19 $49.50 $7.41 $0.00 $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 $0.00
HMPL | SO2 (Gross) $0.15 $1.13 $1.57 $0.35 $0.00 $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 $0.00
Reid 1 NG $0.10 3111 $0.00 $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 $0.00
Green | Hg $0.00 $0.60 34.09 $4.82 $0.00 $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 $0.00
Coleman 1 Hg $0.00 $0.40 $4.90 $4.45 $0.00 $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 $0.00
Coleman 3 Hg $0.00 $0.40 $4.90 $4.45 $0.00 $0.00 $0.00 $0.00 $0.00
HMPL | Hg $0.00 $0.00 $0.00 $0.25 $0.00 $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 $0.00

c. Please add the capital expenditures recommended by Sargent & Lundy to comply
with the forthcoming NAAQS revisions, the CCR rule, and the 316(b) rule, in
nominal dollars as follows:




2012 2013 2014 2015 2016 2017 2018 2019 2020
Green 1 NAAQS $0.00 $0.00 $0.00 $0.00 $0.00 $87.41 $0.00 $0.00 $0.00
Green 1 CCR $0.00 $0.00 $0.00 $0.00 $0.00 $15.11 $0.00 $0.00 $0.00
Green 1 316(b) $0.00 $0.00 $0.00 $0.00 $0.00 $1.11 $0.00 $0.00 $0.00
Green 2 CCR $0.00 $0.00 $0.00 $0.00 $0.00 $15.11 $0.00 $0.00 $0.00
Green 2 316(b) $0.00 $0.00 $0.00 $0.00 $0.00 $1.11 $0.00 $0.00 $0.00
HMPL | CCR $0.00 $0.00 $0.00 $0.00 $0.00 $15.11 $0.00 $0.00 $0.00
HMPL 2 CCR $0.00 $0.00 $0.00 $0.00 $0.00 $15.11 $0.00 $0.00 $0.00
Coleman 1 CCR $0.00 $0.00 $0.00 $0.00 $0.00 $13.67 $0.00 $0.00 $0.00
Coleman 1 316(b) $0.00 $0.00 $0.00 $0.00 $0.00 $1.44 $0.00 $0.00 $0.00
Coleman 2 CCR $0.00 $0.00 $0.00 $0.00 $0.00 $13.67 $0.00 30.00 $0.00
Coleman 2 316(b) $0.00 $0.00 $0.00 $0.00 $0.00 $1.44 $0.00 $0.00 $0.00
Coleman 3 CCR $0.00 $0.00 $0.00 $0.00 $0.00 $13.67 $0.00 $0.00 $0.00
Coleman 3 316(b) $0.00 $0.00 $0.00 $0.00 $0.00 $1.44 $0.00 $0.00 $0.00

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 316(b) rule, in nominal dollars as follows:




12eTee § 10091€ § | s08'60€ § | 0€L'€0E § | SLL'L6T § 956'167 § | ¢1C98T $ | 00908 $ | 860°SLT § 9LL'69C § - § | (9)91€ £ urRwWdO)
- $ - $ - $ - $ - $ - $ - § - $ - $ - $ - § | YDD guwunO)
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" $ - $ - $ - $ - $ - $ - $ - § - $ - $ - § | ¥DD rueuwdjoy
1zezee § T0091€ § | s08'60€ §$ | OEL'€0E § | SLL'L6T § 956167 $ | ¢1T98C §$ | 00908 $ | 860°SLT § 9LL'69C § - ¢ | (@)org [ weune)
- $ - $ - $ - $ - § - § - $ - $ - $ - 3 - § | YWOD I w0y
- $ - $ - $ - $ - $ - § - $ - $ - $ - § - 8 UDD T 1dIAH
- $ - $ - $ - $ - $ - $ - $ - $ - $ - $ -8 DD 1 TdINH
g15°8€T  § I78ceC § | 9scec $ | 09L¥Te § | €scoz § | €€09IT § I6L1ic § | w90z § | cLs'eor § | se966l § - $ (4)91€ T U3
- $ - $ - $ - $ - $ - $ - $ - $ - $ - $ -3 DD T U
816'8¢T § Iv8€cz § | 9sc6ce $ | 09LbTe § | €S€0TT § | €€09IT § 6L11Z & | #9920 § | TLS'E0T $§ | S€9°661 3 -3 (9)O1€ T udID
- $ - $ - $ - $ - $ - $ - $ - $ - $ - $ - 8 UYDD T uddk)
€S3V8LTS | SYTOELTS | PIL9LOTS | 6TTVIITS VLLTLS TS | LTETeSTS | OL8TLYTS | TBEVTVTS SPR'9LETS | 6980LETS - ¢ | SOVVNI WD
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Respectfully submitted,

Joe Childers, Esq.

Joe F. Childers & Associates
300 Lexington Building

201 West Short Street
Lexington, Kentucky 40507
859-253-9824

859-258-9288 (facsimile)

Of counsel:

Kristin Henry

Staff Attorney

Sierra Club

85 Second Street

San Francisco, CA 94105
Phone: (415)977-5716

Fax: (415) 977-5793
kristin.henry(@sierraclub.org

Shannon Fisk

Earthjustice

156 William Street

Suite 800

New York, New York 10038
(215) 327-9922
sfisk@earthjustice.org

Dated: July 30, 2012
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Assistant Attorney General's Office
1024 Capital Center Drive, Suite 200
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Michael L. Kurtz

Kurt J. Boehm

Boehm, Kurtz & Lowry

36 East Seventh Street, Suite 1510
Cincinnati, OH 45202

David C. Brown, Esq.
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1800 Aegon Center, 400 West Market Street
Louisville, KY 40202
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