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COMMONWEALTH OF KENTUCKY 

BEFORE THE, PUBLIC SERVICE COMMISSION 
FE,, j .  ? 7" , 

PlJBLlC 'E 
coIwIL,,-- -,! 1 

I N  THE MATTER OF: 

T I - I  E APPLICATION OF KENTUCKY POWER COMPANY FOR: 
( I )  A CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
AUTHORIZING THE TRANSFER TO THE COMPANY OF AN 
UNDIVIDED FIFTY PERCENT INTEREST IN THE MITCHELL 
GENERATING STATION AND ASSOCIATED ASSETS; (2) APPROVAL ) 
OF THE ASSlJMPTION BY KENTUCKY POWER COMPANY OF 
CERTAIN LIABILITIES IN CONNECTION WITH THE TRANSFER OF) 
w E  MITCHELL GENERATING STATION; (3) DECLARATORY 
RULINGS; (4) DEFERRAL OF COSTS INCURRED I N  CONNECTION ) 
WITH THE COMPANY'S EFFORTS TO MEET FEDERAL CLEAN AIR) 
ACT A N D  RELATED REQUIREMENTS (5) FOR ALL OTHER ) 
REQUIRED APPROVALS AND RELIEF ) 

1 

) 
) 

) 

) 

) CASE NO.2012-00578 

KENTUCKY POWER COMPANY RESPONSES TO 

ATTORNEY GENERAL'S INITIAL, 

SET OF DATA REQUESTS 

February 20.2013 



The undersigned, Mark A. Beclter, being duly sworn, deposes and says lie is the 
Manager, Resource Planning for American Electric Power Company that lie has personal 
laowledge of the matters set fortli in the foregoing responses for wliicll lie is the 
identified witness and that the information contained therein is true and correct to the best 
of his information, knowledge and belief 

Mark A. Becker 

STATE OF OKLAHOMA 1 

COUNTY OF TIJLSA 1 
) CASE NO. 2012-00578 

Subscribed and sworn to before me, YNotary Public in and before said County 
and State, by Mark A. Becker, this the /y 

... MY Commission Expires: 



The undersigned, Karl R. Bletzacker, being duly sworn, deposes and says he is Director, 
Fundamental Analysis for American Electric Power, that he has personal knowledge of 
the matters set forth in the forgoing responses for which he is the identified witness and 
that the information contained therein is true and correct to the best of his information, 
knowledge, and belief. 

Karl R. B l e t z a c u  

STATE OF OHIO 

COUNTY OF FRANKLJN 

) 

1 
) CASE NO. 2012-00578 

Subscribed and sworn to before me Notary Public in and before said County 
and State, by Karl R. Bletzacker, this the 5 4 day of February 20 13. 



VERIFICATION 

The undersigned, Jeffery D. LaFleur, being duly sworn, deposes and says he is Vice 
President Generating Assets APCO/KY, that he has personal knowledge of the matters 
set forth in the forgoing responses for which he is the identified witness and that the 
information contained therein is true and correct to the best of his information, 
knowledge, and belief 

STATE OF WEST VIRGINIA 1 

COUNTY OF KANAWHA ) 
) Case No. 20 12-00578 

Subscribed and sworn to before me, a Notary Public in and before said County 
and State, by Jeffery D. LaFleur, this the 1s day of February 2013. 

DOROTHY E. PHILYAW 
My Comrnission Expires: 



The undersigned, Karl A. McDermott, being duly sworn, deposes and says he is the 
Special Consultant with NERA that he has personal knowledge of the matters set forth in 
the forgoing responses for which he/she is the identified witness and that the information 
contained therein is true and correct to the best of his information, knowledge, and belief 

STATE OF ILLINOIS 

COUNTY OF CHAMPAIGN 
) CASE NO. 2012-00578 

Subscribed and sworn to before me, a Notary Public in and before said County 
and State, by Karl A. McDermott, this the II, + day of February 20 13. 

3 -Yv?r- 
Notary Publilr' 

My Commission Expires: 01 / o q h  



The undersigned, John M. McManus, being duly swoi-n, deposes and says he is Vice 
President Environmental Services for American Electric Power, that he has personal 
Itnowledge of the matters set forth in the forgoing responses for which he is the identified 
witness and that the information contained therein is true and correct to the best of his 
information, Itnowledge and belief 

Jdhn M. McManus 

STATE OF OHIO 

COUNTY OF FRANKLIN 

) 
) CASE NO. 2012-00578 
) 

Subscribed and sworn to before me, a Notary Public in and before said County 
and State, by John M. McManus, this the // day of February 2013. 

C J  

Notary Public / 

My Cornmission Expires: 



The undersigned, Gregory G. Pauley, being duly swom, deposes aiid says lie IS ihc 
President aiid Chief Operating Officer for Kentucky Power Company, that lie has 
personal knowledge of the iiiatters set forth in the Eorgoiiig respoiises lor which lie is thc 
idcntilied witiiess aiid that the iii€oriiiatioii coiitaiiied therein is tiue aiicl cor1 ect to the lxst 
o r  liis/her information, lciiowledge aiid belie€ 

COMMONWEALTH OF KENTUCKY ) 
) CASE NO. 2012-00573 

COUNTY OF FRANKLIN 1 

Subscribed aiid sworii to before me, a Notary Public iii aiid before said County 
aiid State, by Gregory G. Paiiley, tliis the //)%lay of Febnmry, 20 13" 

My Coiiiiiiissioii Expires a 3 J  &/7 



The undersigned, Scott C. Weaver, being duly sworn, deposes and says he is Managing 
Director Resource Planning and Operation Analysis for American Electric Power, that he 
has personal knowledge of the matters set forth in the forgoing responses for which he is 
the identified witness and that the information contained therein is true and correct to the 
best of his information, knowledge and belief 

, " --. 

SCOT~. Weaver 

STATE OF OHIO 

COUNTY OF FRANKLIN 

) 

1 
) CASE NO. 2012-00578 

Subscribed and sworn to before me, Notary Public in and before said County 
and State, by Scott C. Weaver, this the 5 b hay of February 201 3. 

My Commission Expires: &4&tr/~JOib 



VERIFICATION 

The undersigiied, Raiiie IC. Woludias, being duly sworn, deposes and says he is the 
Managing Director Regulatory and Fiiiaiice for ICentucky Power, that lie has personal 
knowledge of the matters set forth in the forgoing respoiises for which he is the identiliecl 
witness and that the inforination coiitained therein is true aiid correct to the best oi' his 
inlorniatioii, kiiowledge, aiid belief 

- 
Raiiie IC. Woludias 

COMMONWEALTH OF KENTUCKY ) 

COUNTY OF FRANKLIN 
) CASE NO. 20 12-00578 

Subscribed and sworn to before me, a Notary Public in aiid before said Counly 
and State, by Raiiie IC. Woludias, this the / 1% day of February, 201 3. 

My Commission Expire 7 





SC Case No. 2012-00578 

Y 

REQUEST 

Reference the application at page 6, paragraph 1 1, aiid testimony of Greg Pauley at page 
13. Please explain in detail tlie bases for the increase in the current net value of the fifty 
percent in the Mitchell units from $519 to $536 rnillioii at the time of the anticipated 
closing. 

RESPONSE 

Please see the Company’s response to KPSC 1-2. 

WITNESS: Raiiie K Woidias 



Referelice tlie application at page 6, paragraph 1 1. Please explain in detail the “undivided fifty 
percent interest in tlie liabilities associated with the Mitcliell Plant as well as certain other 
liabilities.” This data request should be coiistrued to request a inore detailed description than 
provided ia the applicatioii at page 7, paragraph 14, and the “Foriii of Asset Contribution 
Agreeiiieiit” at Sectioii 2.04. Moreover, this description should iiicliide specific detail of the net 
$1 59 inillion liabilities iioted at page 17, paragraph 42 i€ they are different than those refereiiced 
at page 6. 

See the Company’s response to KPSC 1-17. 

WITNESS: Raiiie I<. Woliidias 



Refereiice the applicatioii at page 10, paragraph 24. Please explaiii iii detail what is iiieaiit by 
“uiiiiiteiided tax coiiseqLieiices.” See also tlie testiiiioiiy of Greg Padey, lilies 10 aiid 1 1,  wherein 
the same assertion is made. 

a. Please explain in detail exactly liow tlie applicaiit caii guarantee tliat there will be no 
uiiiiiteiided tax consequences. 

b. If there are uiiiiiteiided tax consequences aiid the applicant caixiot avoid tliem, will tlie 
applicaiit commit to having tlie shareholders bear those costs? If iiot, why iiot? 

AEP aiid tlie Company structiired each step of the series of traiisactioiis so as to avoid iiicoiiie 
taxes aiid transaction taxes (such as sales aiid w e  tax) upon tlie transler o l  the assets. By use o l  
the term “unintended tax coiisequeiices”, it was ineaiit that tlie Company aiid otlier AEP entities 
did not want to increase tlie tax cost of tlie traiisactioiis to any AEP entity by taltiiig alternate 
steps to effect tlie traiisfer that are luiowii to have the ability to create oiie or more tax liabilities. 

a. The applicant caimot guarantee that there will be no uiiinteiided tax coiisequeiices. The 
applicant has structured this traiisactioii such that the applicant believes it has reduced tlie 
risk of federal aiid state iiicoiiie taxes aiid state aiid local traiisactioii taxes (i.e. sales/use 
taxes) through the steps in this traiisactioii. The pertimiit tax step for the Coinpaiiy is tlie 
inerger of NEWCO Keiituclty iiito Kentucky Power (tlie last step of a series of steps as 
described iii paragraphs 22 tlu-ougli 26 of the Application). It is intended that this ineaiis for 
tlie acquisitioii of the fifty percent uiidivided interest iii tlie Mitchell geiieratiiig station by 
Keiit~icky Power will not create a tax liability for ICeiitucky Power or any otlier AEP 
coiiipaiiy tliat is a pai-ty to the described transactions. 

b. No. Taxes are a part of doiiig business aiid any taxes that arise as a result of the acquisition 
of the Mitcliell Plant by the Coinpaiiy would be taxes tliat would have occurred in tlie 
ordiiiary course of busiiiess in addition to or but for the applicant’s effort to reduce or 
eliiiiiiiate taxes tlxoiigli tlie steps the applicant iiiteiids to use to effect this transaction. 

WITNESS: R a n k  I< Woludias 



Will the applicaiit's I<eiitucky ratepayers be required to absorb any of the transaction costs listed 
iii paragraphs 22, tlwough 26 of the application? If so, please explain in detail. 

The Coiiipaiiy structured the Transfer and Assuinptioii Transaction so as to miiiimize costs, 
including tax coiisequeiices. See Response to A 6  1-3. Any costs associated with the 
transaction, as would be the case with any of the optioiis reviewed, are a cost of service and are 
appropriately iiicluded in rates. 

WITNESS: Raiiie I(: Woldias 



Reference the application at page 14, paragraph 33. Please explain in detail how the “Transfer 
aiid Assuiiiption Traiisactioii and tlie Mitcliell Plant Operating Agreeiiieiit” coiiiply to tlie extent 
applicable uiider KRS 278.2207 and the other provisions of I<RS 278.2201 et seq. 

RESPONSE 

Tlie Company is not required to provide legal aiialysis in respoiise to discovery. 
Notwithstanding this oljection, the bases for tlie Company’s allegation tliat the proposed 
Traiisfer and Assuiiiptioii Agreement (“TransTer Agreement”) aiid Mitcliell Operating 
Agreeiiieiit (“Operating Agreeiiieiit”) coinply with tlie requireiiieiits of ICRS 278.220 1 el seq. are 
set foi-tli below. 

The parties to tlie Transfer Agreement are AEP Geiieratioii Resources Inc. aiid NEW630 
Kentucky. Neither are utilities, as tliat term is defined in KRS 278.01 0(3)(a), and thus neither 
entity, iior tlie agreement between tlieiii, is subject to tlie requirements of ICRS 278.22,OI et seq. 
Notwithstaiidiiig this fact, tlie Transfer Agreement is oiie part of tlie traiisactioii by which a 50% 
uiidivided interest in the Mitcliell Generating Station and associated assets will be transferred to 
Keiitucky Power. Thus, coiisisleiit with the iiiaiuier in which tlie term Traiisfer aiid Assumption 
Agreeineiit was used in paragraph 3.3 of the Application, tlie term Transfer Agreeiiieiit is used in 
this respoiise as shorthand For the Transfer and Assumption Transaction in its entirety. 

KRS 273.2201 - Tlie Mitchell geiieratiiig station aiid related assets will be transferred to AEP 
Generation Resources at their iiet book value. A SO% uiidivided interest in tlie Mitcliell 
Geiieratiiig Station aiid related assets will likewise traiisfer to Kentucky Power at their iiet book. 
Thus, the Coinpaiiy is not subsidiziiig aii uiuegulated activity of aii aEi1iate or itself. 

KRS 278.2203 - Following tlie traiisfer of tlie 50% undivided interest in tlie Mitchell Generation 
Station and related assets to Keiitrrcky Power, the Company will contiiiue to coinply with the 
applicable cost allocation requireiiieiits of KR S 278.2203. 



KRS 273.2205 - Following tlie transfer of tlie S O %  uiidivided iiiteresl in tlie Mitchell Generation 
Station and related assets to Kentucky Power, tlie Coiiipmy will coiitiiiue to iiiaiiitaiii its cost- 
allocatioii manual as required by KRS 278.2205. 

KRS 278.2207 - To tlie exteiit this provision is applicable to an asset tralisfer of tliis nature, tlie 
assets are traiisferriiig to Kentucky Power at tlieir iiet book value. See also Page 37 o f  Coiiipaiiy 
Witness Weaver’s testiiiioiiy. Wliere lie explains tliat tlie proposed transfer when compared to a 
port€olio tliat iiiitially relies on a marked-based solution over tlie loiig-term ecoiiomic study 
period. 

ICRS 278.2209 - Following tlie transfer of tlie 50% undivided interest in tlie Mitchell Geiieratioii 
Statioii aiid related assets to Kentucky Power, tlie Coiiipaiiy will coiitiiiue to coiiiply with tlie 
requirements of KRS 278.2209. 

KRS 273.221 1 - Followiiig tlie transfer of tlie SO% uiidivided interest in tlie Mitchell Geiieratioii 
Statioii aiid related assets to Kentucky Power, tlie Coiiipaiiy will coiitiiiue to be subject to tlie 
reinedies specified by KRS 278.221 1. 

ICRS 278.22 13 - The Transfer Agreeineiit does not iiivolve “tlie sliariiig of iiiforiiiatioii, 
databases, and resources” and thus 011 its face tlie statute is iiiapplicable to tlie proposed 
transaction. Further, the activities prohibited or required by tlie provisions of KRS 273.22 13( 1)  
- ICRS 273.221 3( 17) are iiot involved in tlie Transfer Transaction. For example, tlie trailsaction 
does not iiivolve tlie provisioii of advertisiiig space iii billing envelopes. Finally, following tlie 
transfer of tlie SO% uiidivided interest in tlie Mitchell Generation Statioii and related assets to 
ICeiituclty Power, tlie Coiiipaiiy will coiitiiiue to coinply with tlie requireineiits o f  ICRS 278.22 13. 

Tlie Mitcliell Plaiit Operating Agreeiiieiit, which is a FERC-filed tariff, establishes tlie teriiis 
uiider wliicli Appalachian Power Coiiipaiiy (“APCo”) will operate the Mitcliell Geiieratiiig 
Statioii and related assets, iiicludiiig Keiituclcy Power’s SO% uiidivided share. Uiider tlie 
Mitchell Plaiit Operatiiig Agreeiiieiit the Mitcliell Generating Station’s capacity aiid energy will 
be allocated iii proportion to owiiersliip interests of APCo and tlie Company. 

The cost of replacements, additions, retirements, worltiiig capital, iiivestiiieiit in fuel, operatioiis 
aiid inaiiiteiiaiice expenses aiid associated overlieads siinilarly will be allocated in proportion to 
the owiiersliig interests of APCo and tlie Coiiipaiiy. Coal aiid fml oil coiisuiiied will be allocated 
in proportion to dispatch by ICentuclcy Power aiid APCo. All such expenses will be deteriiiiiied 
as accounted for uiider tlie FERC Uiiiforin Systein of Accounts. 



Because the Mitcliell Plant Operating Agreement is a FERC-filed tariff, its provisions are 
deemed compliant with the requiremeiits of KRS 278.220 I et seg. ICRS 278.2203(3). 

WITNESS: Ranie K Wolulhas 



Reference the application at page 14, paragraph 33 aiid footnote 13. If the Coiiiiiiissioii fiiids that 
Transfer aiid Assumption Traiisactioii aiid the Mitcliell Plant Operating Agreeiiieiit do not h l ly  
coiiiply with the requirements of KRS 278.2207 aiicl the other provisions of ICRS 2,73.2201 et 
seq., explaiii ftilly the areas where the company would require waivers. 

The Coiiipaiiy believes tlie two agreeiiieiits comport with the requirements of ICRS 278.220 1 et 
seq. Tlie request was made based upoii the coiitiiigeiicy that the Coiiiiiiissioii deteriiiiiied there 
was oiie or more iiistaiices of noncompliance. The Coiiipaiiy’s iriteiit is to obtaiii all necessary 
approvals, iiicludiiig aiiy required waivers, to consmiinate the traiisactioiis described iii the 
Applicatioii. 

WITNESS: Raiiie IC. Wolmlias 



Reference tlie application at page 16, paragraph 37. Please explain in detail tlie modification in 
permits and licenses anticipated in the paragraph. 

SPONSE 

Existing eiiviroimeiital permits and licenses for the Mitchell Plant, such as the Title V air perinit 
and the NPDES water permit, would need to be updated to indicate a transfer in ownership from 
Ohio Power. This process iiivolves submitting a request for an administrative update or a 
notification of a change of ownership to tlie applicable regulatory agency. No changes in 
operating criteria or limits are anticipated. 

WITNESS: Jolui M McManus 



Reference the testimony of Greg Patiley at page 6. If the PSC does not approve the transfer of the 
midivided fifty percent of Mitchell to the applicant, what liappeiis to that interest in Mitchell? 

If the transfer of 50% of Mitchell Units 1 and 2 to KPCo does not occur, AEP Generation 
Resources Iiic. will retain that interest. 

WITNESS: Gregory G Pauley 



REQUEST 

Refereiice tlie testiiiioiiy of Greg Pauley at page 6. I[€ the PSC does iiot approve the transfer of the 
uiidivided fifty percent of Mitchell to tlie applicant, what will the applicaiit file with regard to the 
coiiipaiiy's curreiit filing before tlie FERC? 

See the Company's respoiise to AG 1-8. The Coiiipaiiy has not yet determined if a filing is 
required before the FERC, and, if so, what might be filed at the FERC iii respoiise to this 
hypothetical situation. 

WITNESS: Gregory G Pauley 



Refereiice tlie testimony of Greg Pauley at pages 7 aiid 8. A number of issues are listed as 
iiialtiiig the Pool Agreeiiieiit 110 loiiger feasible, iiicluding deiiiaiid side iiiaiiageiiieiit. Please 
explain iii detail why or how demand side maiiageiiient affects tlie Pool Agreeiiieiit if iiot 
addressed coiiipletely by witiiess Weaver at page 27 o f  his testimony. 

Tlie Pool Agreeiiieiit does iiot specifically address the treatiiieiit of deiiiaiid side iiiaiiageiiieiit 
(DSM). DSM could reduce tlie peaks of tlie operating companies, but may or iiiay iiol reduce 
their peaks for MLR purposes. Furtlieriiiore, the cost of DSM is iiot a coiiipoiieiit of aiiy of the 
rates (payments or receipts) coiitaiiied iii the Pool agreement. The AEP Pool aiid PJM iiiay iiot 
treat DSM or Deiiiaiid Respoiise coiisisteiitly. Fui-tlieriiiore, the states iiiay have different 
requirements for DSM which iiiay inadvertently sliift cost among iiieiiibers. 

WITNESS: Gregory G Patiley 



Reference the testiinoiiy of Greg Pauley at pages 8 aiid 9. Given the differeiice between average 
base load of Big Sandy (SOOMW) aiid Mitcliell (78O), does the conipaiiy coiiteiiiplate any effect 
on it being able to iiieet its demand, whether average or maximum? 

RESPONSE 

No. 

WITNESS: Raiiie K Wolmlias 



Reference the lestiiiioiiy or  Greg Pauley at pages 11 tlxough 12. Please provide all iiiforiiiatioii, 
iiicludiiig any modeling, data inputs aiid outputs, assuiiiptions etc. used in the “loiig teviii 
resource optimization tools” aiid the “30-year ecoiioiiiic study period” if tlie iiiforiiiatioii is not 
iiicluded in tlie Weaver testiiiioiiy or the applicatioii in general. 

Please see tlie response to KPSC 1-1, a i d  the .zip folder 011 the eiiclosed CD that contains tlie 
Strategist input a id  o~i tp~i t  data that may be released to iioii-licensed parties. 

The Coiiipaiiy is unable to provide the Strategist input and output database files. Strategist is a 
proprietary utility plamiiiig applicatioii that is liceiised solely by Veiityx Eiic., which owlis 
Strategist in its entirety. Kentucky Power coiitacted Ventyx Tnc. and it coiifirined that tlie 
applicatioii software, source code, database, aiid associated documentation, iiicludiiig input files, 
are its coiifideiitial and proprietary intellectual property. Access to the documentation iiiay be 
granted solely by Veiityx Inc., at its own discretion, uiider a mutually biiidiiig Non-Disclosure 
Agreemeiit. Access to tlie database and/or tlie applicatioii itself is granted only under exclusive 
liceiise with Veiityx Iiic. Veiityx does iiot allow access to the Strategist soiirce code uiider aiiy 
circumstances Orice the Attorney General provides ICeiitucky Power with the iianie of the 
liceiised Strategist user, I(: eiitucky Power will verify tlie liceiise with Veiityx and provide tlie 
requested files to the licensee. 

WITNESS: Mark A Beclm 



ReEereiice the testiiiiony of Greg Patiley at pages 18 through 19. In the eveiit that the Mitcliell 
geiieratiiig station is transferred on or about 1 2 0  1/13, why does the applicant iiiaiiitaiii that the 
Mitcliell geiieratiiig station “may not be available in 201 5 to be transferred?” Please explain in 
detail. 

Based on discussion with couiisel for the Office of the Attorney General, the Company 
uiiderstaiids the secoiid seiiteiice of the data request was iiitelided to read: “In the eveiit that the 
Mitchell geiieratiiig station is not transferred 011 or about...“. See the Company’s respoiise to 
KII-JC 1-2. 

WITNESS: Gregory G Pauley 



Reference the testiiiioiiy of Greg Pauley at page 20. If Big Sandy IJiiit 1 remains 011- line, will 
the applicant have excess capacity? If so, what will tlie applicant do with tlie revenues generated 
therefrom? 

Uiider tlie assumption that the Mitcliell Plant transfer is approved by tlie Commission, Big Sandy 
Unit 2 is retired and Big Sandy Unit 1 remains 011 h e  with a gas refueling, tlie Coiiipaiiy will 
have a reasonable ainouiit of capacity. 

WITNESS: Raiiie I< Wolmlias 



Reference the application iii geiieral. Will NEWCO at any point in time control, either directly or 
indirectly, the applicant? (For purposes of this question only, control iiieaiis the possessioii, 
either directly or indirectly, of tlie power to direct or cause tlie direction of the iiiaiiageiiieiit and 
policies of tlie applicant, whether tluougli tlie ownersliip of voting securities, by effecting a 
change in tlie coinposition of the board of directors, by contract or otlierwise.) 

NEWCO will not at any point control, either directly or indirectly, the applicant. 

WITNESS: Raiiie I< Woludias 



REQUEST 

Reference tlie testiiiioiiy of Mark Reclter aiid the application iii general. Did the applicaiit rely 
priiiiarily 011 tlie Strategist 0 application primarily in its decision iiialtiiig for this application? 

Yes, Strategist was the primary economic evaluation software used in the decision iiialciiig for 
this application. 

WITNESS: Scott C Weaver 



KentacRcy Power Company 

Are the costs for tlie Strategist iiiodeliiig aiid aiiy testiinoiiy related thereto incorporated into tlie 
costs for this application? 

a. If yes, is tlie applicaiit requesting tlie ratepayers to bear these costs? 

b. If yes, please provide detail o€ tlie costs, iiicludiiig but iiot limited to tlie liceiisiiig agreement, 
tlie costs for tlie iiiodeliiig ruiis aiid tlie testiiiioiiy addressiiig tlie modeling results. 

The Coinpaiiy has incurred labor-related costs in coiuiectioii with the modeling perforiiied ~ising 
Strategist, tlie evaluatioii of the results, aiid tlie preparation of testiinoiiy describiiig tlie Strategist 
iiiodeliiig and results. The Coiiipaiiy has iiot incurred aiiy Strategist liceiisiiig fees in coiiiiectioii 
with tlie preparation aiid prosecution of tlie Application. 

d b .  The Coinpaiiy is iiot seeltiiig iii this proceeding l o  recover the costs for tlie Strategist 
iiiodeliiig or any testiiiioiiy related to tlie modeling. At the appropriate time, the Coriipaiiy will 
seek to recover in a Iiiture proceeding tlie iricreiiieiital costs (e.g. consultaiits, legal expense) 
incurred in coiuiectioii with the preparation aiid prosecutioii of tlie Application as well as tlie 
costs directly iiicurred aiid iiidirectly allocated to the Coiiipaiiy. The Coiiipaiiy will iiot seek to 
recover the Strategist liceiisiiig costs. Please refer to I(;PSC 1-66 for tlie total direct cost to 
prepare and preseiit the application. 

WETNESS: Raiiie IC Wolmlias 



Can an iiidividual or tlie PSC indepeiideiitly recreate tlie Strategist 0 results arrived at by the 
applicant? 

The results could be independently recreated by an individual or the PSC if they have access to 
the Strategist model, assuming they used tlie saiiie input assuiiiptioiis used by the Company. 

WITNESS: Mark A Beclter 



Cali ail iiidividual or the PSC iiidepeiideiitly verify the Strategist 0 results arrived at by the 
app 1 icaiit ? 

SPONSIE 

The results could be iiidepeiideiitly verified by aii individual or tlie PSC if they have access to the 
Strategist model, assuiiiiiig they used tlie same iiiput assuiiiptioiis used by the Company. 

WITNESS: Mark A Beclter 



Reference tlie testiiiioiiy of Karl Bletzaclter at pages 3, 10, 11 aiid 12 as well as the testiiiioiiy in 
geiieral regarding C02 allowances. Please provide tlie results for any modeliiig that does iiot 
coiisider tlie fiiiaiicial effects of 6302. 

Please see tlie "No Carbon" folder coiitaiiied in the zip file attached to tlie respoiise to KPSC 1-1. 

'WETNESS: Scott C Weaver 



Refereiice the testiinoiiy of Karl Bletzaclter at page 12, lilies 15 aiicl 16. What is ineaiit by “the 
price elasticity of residential, commercial aiid industrial demand?” Please explaiii in detail how 
this was considered by the company in arriving at its results and how it affects the application. 

The phase “price elasticity of? residential, coiiiiiiercial and industrial demand” describes the 
respoiisiveiiess, or elasticity, of electric load to a change in its price. In the coiitext of the North 
Aiiiericaii Long-Term Forecast, the price elasticity of residential, comiiiercial and industrial 
deinaiid adjusts the Noi-tli Americaii load forecast. 

WITNESS: Karl R Bletzaclter 



Referelice the testiiiioiiy of Jeffrey LaFleur at page 4, lilies 16 aiid 17. Are the costs for the 
upgrades to the electrosiatic precipitators already iiicluded in the application? 

a. If yes, please provide the specific amounts and details related to same. 

~~~~~~~~ 

Yes; please see Coiiipaiiy witiiess Weaver's Exhibit SCW-4. 

WITNESS: Jeffery La LaFleur 



Refereiice the testiiiiony of Jeffiey LaFleur at page 4 whereat tliere is discussion of the synthetic 
gypsum. Are there actual disposal “costs” for the gypsum or are there revenues/profits since the 
gypsuiii is seiit to “the wallboard plant?” 

a. Please provide details regarding tlie wallboard plant, For example, who owiis it; are there 
reveiiues generated by the plant owner; is tlie plaiit affiliated with the applicant, etc. 

Please refer to the Company’s response iii AG 1-23 Attaclmient 1 for the gypsuiii disposal costs, 
sales proceeds, and liaiidling/disposal costs associated with other AEP plants delivering gypsum 
to Mitchell for traiisfer to tlie gypsum plant. 

a. The gypsum wallboarcl plant is owned by Cei-tainTeed Corporation. CertainTeed Corporation 
is not affiliated with the Company; therefore, the Coiiipaiiy caiuiot address the reveiiues 
generated by the plaiit owner. 

WITNESS: Jeffery D LaFleur 
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REQUEST 

Re€ereiice the testiiiioiiy o€ Jeffrey LaFleur at page 5 .  Please provide details for each “other 
iiiajor eiiviroixiieiital capital iiivestiiieiit iii progress at the Mitchell plant” including, but iiot 
liiiiited to, the actual or projected costs, in-service date, etc. 

RESPONSE 

There are t lme inajor eiiviromiiental iiivestiiieiits currently in progress at Mitcliell Plant. Phase 1 
begins each project. Phase 2 developed detailed eiigiiieeriiig aiid orders materials. Phase 3 
begins construction aiid iiistallatioii of tlie project. See tlie direct testiinoiiy of Robert L. Waltoii 
iii Case No. 20 1 1-00401 €or a description of the activities in each phase. 

Tlie New Landfill project was approved in February 201 1 aiid is estimated to go in-service in 
December 2015. Phase 1 began in February 201 1 and Phase 2 began in July 2012. Project 
actual speiidiiig at the eiid of 2012 totaled $10.6 million. 

Tlie Landfill Haul Road project was approved iii February 201 1 aiid is estimated to go in-service 
in November 2014. Phase 1 began in February 201 1 aiid Phase 2 begaii iii h i e  2012. Project 
actual spendiiig at tlie eiid of 20 12 totaled $3.6 iiiillioii. 

The estiiiiated total pro,ject cost for the Mitcliell New Laiidfill aiid Landfill I-Iaul Road is $58.6 
iiiillioii. 

Tlie Dry Fly Ash Coiiversioii prqject was approved in March 2011 aiid is estimated to go in- 
service in August 2014. Phase 1 begaii in March 201 1, Phase 2 in August 2012 aiid Phase 3 
begaii in January 2013. Project actual spendiiig at the eiid of 2012 totaled $29.7 million with an 
estimated total project cost of 9; 104.8 million. 

WITNESS: Jeffery D LaFleur 



Reference the testiiiioiiy of Jeffrey LaFleur in general. Why was the decision made to retrofit the 
Mitchell Uiiits with FGDs and SCRs prior to that of Rig Sandy, the latter being the older of the 
units? 

Please refer to the Company's response provided in I<PSC 1-Sa. 

WITNESS: Jeffery D LaFleur 



Reference the testimony of Karl McDeriiiott at pages 2 a id  3. What does the witness mean when 
he states that he reviewed the Asset Transfer Proposal “for consistelicy with traditional 
regulatory principles?” 

This is in reference to the priiiciples of least-cost acquisition of resources that have traditioiially 
been applied by regulatory bodies in Dr. McDermott’s experience. 

WITNESS: Karl A McDeriiiott 



Reference the testimony of ICarl McDeriiiott at page 5. Please explain exactly wliat the witness 
reviewed wlieii lie states that lie reviewed tlie coiiipaiiy’s aiialytical framework for coiisisteiicy 
with acceptable regiilatory practice aiid tlie Commission’s approach. 

Dr. McDeriiiott reviewed the approach, that is, tlie iiietliod rrsecl by the Company to address tlie 
questions that are traditionally part of this decision. In particular, Dr. McDeriiiott reviewed the 
Coiiipany’s analysis and approach (largely reported by Mr. Weaver) which included reviewing 
the follotviiig questions/issues: 1 j Is tlie cost-benefit approach appropriate for this decision? 2 j 
Did tlie analysis take the reasonably available options iiito account? 3) Did tlie analysis tale into 
accouiit iinportaiit regulatory and legal changes affecting the availability aiid cost o f  fbture 
resources? 4) Did tlie Compaiiy use staiidard and reasonable modeliiig tecluiiques? 5) Did the 
Coiiipaiiy evaluate tlie results of tlie aiialysis appropriately? 6) Did tlie Coinpaiiy place its 
analysis in tlie context of tlie iiecessary analysis required by Kentucky statute aiid rules as 
applied by the Commission? 

WHTNESS: I<.arl A McDeriiiott 



REQUEST 

Refereiice the testimony of John McMaims at page 5.  What does the witness mean when he 
states that the Mitchell plants are “expected to be able to achieve the MATS liiiiits without any 
upgrades to or new installatioiis of emission control equipment?” (See also page I 1  whereat the 
witness states that he expects the Mitchell plaiit to be meet the requirements of the MATS rule.) 

a. Will the Mitchel units be ceitaiii to achieve compliaiice without additional costs? If not, 
please describe any costs in detail. 

RESPONSE 

Based on experience in operating flue gas desulfurization equipment, consideration of emissions 
data obtained by the EPA per its MACT Information Collection Request, and a review of otlier 
technical repoi-ts, the Mitchell units are expected to meet the MATS limits. 

a. The Mitchell Plant is expected to be able to achieve the MATS h i t s  with the emissions 
control systems currently in operation. 

WITNESS: John M McMa~i~is 



QTJE§T 

Reference the testimony of Jolm McManus at pages 8 throi.igli 1 1. If the EPA’s Clean Water Act 
“3 16(b) Rule” is finalized on or about June 27,2013, what are the anticipated or projected costs 
on the Mitchell units? 

RESPONSE 

Please refer to Company witness Weaver’s Exhibit SCW-4 for a11 estimate of the costs necessary 
to coinply with the proposed 316(b) Rule for the Mitchell Units 1 and 2. The estimated costs to 
coinply with the proposed 3 16(b) Rule are found in the line items identified as “ML U1 3 16(b)” 
and “ML lJ2 3 16(b).” 

WITNESS: Jolm M McMaiius 



REQUEST 

Refereiice the testiinoiiy of Jolui McMaiius at pages 8 tlxougli 11. What are anticipated or 
projected costs for Mitchell to ineet aiiy clianges to the EPA’s Steam Effluent Liinitatioiis 
Guidelines (“ELG”)? If any, please describe iii detail. 

RESPONSE 

Please refer to Company witness Weaver’s Exhibit SCW-4 for an estimate of tlie costs necessary 
to coinply with potential cliaiiges to the Steam Electric ELG for the Mitchell TJiiits 1 and 2. The 
estimated costs to comply with tlie potential cliaiiges to the Steaiii Electric ELG are found iii the 
line items identified as “ML TJ1 ELG Waste Water Treatment Systeiii” aiid “ML, TJ2 ELG Waste 
Water Treatiiieiit System.”. 

WITNESS: Johi M McMaiius 
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REQIJEST 

Reference tlie testiiiiony of Jolm McMaiiLis at pages 8 tluough 11. What are anticipated or 
projected costs for Mitchell to meet any changes to tlie EPA’s Coal Combustion Residuals 
(“CCR’) Rule? If any, please describe in detail. 

RESPONSE: 

Please refer to Company witness Weaves’s Exhibit SCW-4 for an estimate of tlie costs necessary 
to comply with tlie potential changes to the CCR Rule for the Mitchell IJnits 1 and 2. The 
estimated costs to comply with the potential changes to the CCR Rule are found in the line items 
identified as “ML TJ1&2 Dry Fly Ash Coiiversioii,” “ML U1&2 Bottom Ash Pond Reline,” 
“ML TJ1 Ash Waste Water Treatment System,” “ML U2 Ash Waste Water Treatment System,” 
aiid “ML TJO New Haul Road and Laiidfill Expansion.” 

WITNESS: Jolm M McMaiiLis 



REQUEST 

Reference the testimony of Scott Weaver at pages 14 aiid 15. Is it correct to interpret the 
testiinoiiy to indicate that while tlie Strategist 0 model accounts for aii exteiisioii of purchase of 
power from Rockpoi? through 2040, there is 110 coiniiiitineiit from AEG Generating Coiiipaiiy 
beyond 2022? If so, does this affect the modeling? 

There is no coiiiiiiitineiit from AEG to provide aii exteiisioii to I<eiitucky Power to purchase 
power from Rockport beyond 2022. Because aiiy change in the coiitractual arraiigenieiit betweeii 
AEG aiid Kentucky Power will affect all the cases beiiig inodeled equally, the relative difference 
between tlie cases should iiot change. 

WITNESS: Scott C Weaver 



Refereiice tlie testiiiioiiy of Weaver at pages 42 through 44. Are tlie costs for tlie Aurora@ 
iiiodeliiig aiid any testiiiioiiy related thereto incorporated into tlie costs for this application? 

a. If yes, is tlie applicant requesting the ratepayers to bear these costs? 

b. If yes, please provide detail of the costs, iiicluding but not limited to the liceiisiiig agreement, 
tlie costs for tlie modeling ruiis aiid the testiirioiiy addressing the modeling results. 

The Company has iiicurred labor-related costs in coiiiiectioii with the iiiodeliiig perforiiied usiiig 
Aurora, tlie evaluation of tlie results, aiid tlie preparation of testiiiioiiy describing tlie Aurora 
modeling aiid results. Tlie Company also is allocated its sliare of the aiiiiual Aurora liceiisiiig 
fees. 

ah. Tlie Coiiipaiiy is not seeltiiig iii this proceeding to recover the costs for tlie Aurora 
modeling, licensing, or any testinioiiy related to the modeling. At the appropriate time, the 
Coinpaiiy will seek to recover iii a future proceeding the iiicreiiieiital costs (e.g. coiisultaiits, legal 
expense) incurred in coiiiiectioii with the preparation aiid prosecutioii of tlie Application as well 
as the costs directly incurred aiid indirectly allocated to the Company. Please refer to IWSC 1 - 
66 for the total direct cost to prepare and present tlie applicatioii. 

WITNESS;: Raiiie IC Woluihas 



Cali an individual or tlie PSC independently recreate the Aurora@ results arrived at by the 
applicant? 

The results could be iiidependeiitly recreated by an iiidividual or the ICPSC if they have access to 
tlie Aurora model, assuming they used tlie same input assuiiiptioiis used by the Company. 

WITNESS: Scott C Weaver 



REQUEST 

Cali an individual or the PSC independently verify the Aurora@ results arrived at by tlie 
applicant? 

The results could be iiidepeiidently verified by an individual or tlie KPSC if they have access to 
tlie Aurora model, assuniiiig they used the same iiiput assumptions used by tlie Coiiipaiiy. 

WITNESS: Scott C Weaver 



Rekrence tlie testiiiioiiy of Weaver at page 4.5. Why did the company not include otlier direct or 
iiidireci impacts, whether loss/gain ofjobs, etc., in tlie modeling? 

The Coiiipaiiy performed aii aiialysis that iiieasured the differeiice in the criiiiulative present 
woi-tli of the costs for the various options. As noted 011 page 4.5 of Coinpany witiiess Weaver's 
direct testimony, tlie "otlier direct or indirect iiiipacfs" would not have a significant iinpact 011 the 
relative ecorioinics of tlie resource alternatives evaluated. 

WITNESS: Scott C Weaves 



Refereiice tlie testiiiioiiy of Raiiie Woludias at page 8 aiid Exhibit RKW-4. Please update tlie 
iiiforiiiatioii to reflect tlie iiiost curreiit costs as well as tlie 201 1 data as listed. 

KPCo is preparing an analysis based 011 calendar 201 2 information that will compare tlie costs 
expected to have been iiicurred had tlie proposed asset traiisfers aiid tlie eliiiiiiiatioii of 
Iiitercoiuiectioii Agreement occurred 011 January 1, 2012, with the level of costs aiid reveiiue 
associated with the Iiitercoiuiectioii Agreeiiieiit that were reflected iii the Company’s base rates 
during 2012. 

This additioiial study should be coiiiplete 011 or about March 1, 20 1.3 and will be provided as a 
supplemeiital discovery response. 



Refereiice the testiinony of Raiiie Wolunhas at page 8. Based 011 current projections, how iiiucli 
will the applicant seek in its next rate case to be filed 011 or about June 28, 2013? 

RESPONSE 

No such deteriniliatioil lias been made. 

WETNESS: Rank I< Woluilias 


