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Re: Case No. 2014-00396

Attached is a copy of a memorandum which is being filed in the record of the
above-referenced case. If you have any comments you would like to make regarding
the contents of the memorandum please do so within five days of receipt of this letter. If
you have any questions, please contact Jim Livers at (502)782-2655.
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INTRA-AGENCY MEMORANDUM

KENTUCKY PUBLIC SERVICE COMMISSION

TO: Case File — Case No. 2014-00396
FROM: Jim Livers, Division of Financial Analysis
DATE: April 2, 2015

RE: Informal Conference of March 31, 2015

Pursuant to an Order issued on March 27, 2015, an informal conference (“IC")
was held in this matter at the Commission’s office in Frankfort, Kentucky on March 31,
2015. A list of attendees is attached to this memorandum.

The purpose of the IC was to allow Kentucky Power Company (“Kentucky
Power”) an opportunity to inform the parties to this matter and Commission Staff
regarding the potential transfer of its 50 percent interest in the Conner Run Dam and Fly
Ash Impoundment (“Connor Run Impoundment”) located adjacent to the Mitchell
Generating Station near Moundsville, West Virginia. Kentucky Power noted that the
Connor Run Impoundment is currently used to store fly ash produced by the Kammer
Generating Station as well as fine mining coal refuse generated by the coal mining
operations of Consolidation Coal Company, a subsidiary of Murray Energy. The Connor
Run Impoundment had also been utilized in the past to store fly ash generated by the
Mitchell Generating Station. However, the Mitchell Generating Station was converted to
a dry fly ash facility and the conversion along with the construction of a landfill was
completed in November 2014. The dry fly ash generated by the Mitchell Generating
Station is now being disposed of and stored in the landfill. The only Mitchell Generating
Station waste that is currently being stored in the Connor Run Impoundment is blow-
down water associated with the cooling tower facility. Given that the Connor Run
Impoundment is not currently needed to store any coal combustion waste generated by
the Mitchell Generating Station and given that Consolidation Coal has always
possessed a right, as well as a continued need, to deposit fine mining coal refuse into
the Connor Run Impoundment, Kentucky Power has engaged in negotiations with
Consolidation Coal Company for the transfer of Kentucky Power’s interest in the Connor
Run Impoundment. Kentucky Power stated that it believes that the potential transfer
would not be subject to the provisions of KRS 278.218 and presented a Staff Opinion
issued on November 6, 2003, a copy of which is attached, in support of that belief. It is
Kentucky Power’'s belief that the Connor Run Impoundment is obsolete and will not
continue to be used as an impoundment for coal combustion wastes generated by the
Mitchell Generating Station and, therefore, KRS 278.218 would not apply to the
potential transfer.
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Kentucky Power also discussed two upcoming filings with the Federal Energy
Regulatory Commission. The first will involve a rate schedule change related to its
operations in PJM Interconnection, LLC which would result in a reduction of
approximately $1 million in the cost to be included in Kentucky Power’'s proposed PJM
Rider in Case No. 2014-00396. The second filing will be an amendment to its Power
Coordination Agreement to include Wheeling Power Company, which now owns the
other 50 percent interest in the Mitchell Generating Station.

Finding that no party had any further questions, the conference was adjourned.

Attachments:
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COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

APPLICATION OF KENTUCKY POWER )
COMPANY FOR: (1) A GENERAL ) CASE NO. 2014-00396
ADJUSTMENT OF ITS RATES FOR )
ELECTRIC SERVICE; (2) AN ORDER )
APPROVING ITS 2014 ENVIRONMENTAL )
COMPLIANCE PLAN; (3) AN ORDER )
APPROVING ITS TARIFFS AND RIDERS; )
AND (4) AN ORDER GRANTING ALL OTHER )

)

REQUIRED APPROVALS AND RELIEF
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November 6, 2003

Mr. Errol K. Wagner

Director of Regulatory Services
American Electric Power -
P.O. Box 5190
_Frankfort, KY 408602-5180

Re: Request for Opinion Regarding Applicability of KRS 278.218

Dear Mr. Wagner: .
1!
This is in response to your November 5, 2003, letter requesting a staff @pirgn as
to whether KRS 278.218 applies to the sale of twa office buildings formerly usgd I
Kentucky Power for utility purposes. Specifically, you ask whether Commissicp |
approval of the sale of those buildings Is required by the statute. Based on the fo Bbwing
analysis, we conclude that no Commission approval Is required.

KRS 278.218 requires Commission approval of a transfer of utility assefs “githe
assets have an original book value of ane milllon dollars ($1 000,000) or more arld if
one of two additional factors applies:

(a) The assets are to be transferred by the utility for reasons other than 1
obsolescence; or

(b) The assets will continue to be used to provide the same or similar se
to the utility or its customers.

(0

KRS 278.218.
l
The buildings are "assets that are owned by a utility as defined under RS
278.010(3)(a).” Moreover, the “original book value" of each building exceeds e I
statutory minimum. The criginai book value of the Ashland office building corgist 8 of
the original cost, $9.5 million, plus the $2 million in improvements. The origingl b ' Dk
value of the Ptkevﬂle office building is the original cost, $85,000, plus $1,200,§00

improvements. Thus, the first prong of the statute applies.

AN EQUAL OPPORTUNITY ENMELOYEN MIFID

g1/a82




b

11/86/2883 16:34 5825647279 PSC OF KY PAGE @2/82

-

Mr, Errol K. Wagner
November 6, 2003
Page two

The second prong does nct, as neither bullding is to be transferred for affeq
other than obsolescence and as neither will continue to be used to provide the and
similar service to Kentucky Power's customers. According to your letter, Kentu
Power no longer requires sither office bullding for utility purposes due to workfdgce]
reduction. Accordingly, the bulldings are, for Kentucky Power's purposes, obsqets

Furthermore, it does not appear that either building will be used to provide sery
simllar to that provided by Kentucky Power.

This letter is an opinion based on the facts stated in your letter. It is not
on the Commission should the issues discussed herein be presented for form
resolution. [f you have questions conceming this letter, please call Aaron G
Deborah Eversole of my staff at (502) 564-3940,

@l or

Sincerely,

&m(hm%——ﬁ

Thomas M. Dorman
Executive Director:
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*Lawrence W Cook

Assistant Attorney General

Office of the Attorney General Utility & Rate
1024 Capital Center Drive

Suite 200

Frankfort, KENTUCKY 40601-8204

*Kenneth J Gish, Jr.

Stites & Harbison

250 West Main Street, Suite 2300
Lexington, KENTUCKY 40507
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Assistant Attorney General

Office of the Attorney General Utility & Rate
1024 Capital Center Drive
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Assistant Attorney General
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Spilman Thomas & Battle, PLLC

1100 Brent Creek Blvd., Suite 101
Mechanicsburg, PENNSYLVANIA 17050

*Kentucky Power Company
101 A Enterprise Drive
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Frankfort, KY 40602
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Attorney at Law
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36 East Seventh Street
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Cincinnati, OHIO 45202
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*Honorable Matthew R Malone
Attorney at Law

Hurt, Crosbie & May PLLC
The Equus Building

127 West Main Street
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*Honorable William H May, Il
Attorney at Law

Hurt, Crosbie & May PLLC
The Equus Building
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Lexington, KENTUCKY 40507
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Attorney at Law

Stites & Harbison

421 West Main Street
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Frankfort, KENTUCKY 40602-0634

*Don C A Parker

Spilman Thomas & Battle, PLLC

1100 Brent Creek Blvd., Suite 101
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*Derrick P Williamson

Spilman Thomas & Battle, PLLC

1100 Brent Creek Blvd., Suite 101
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Managing Director, Reg & Finance
Kentucky Power Company

101 A Enterprise Drive

P. O. Box 5190

Frankfort, KY 40602
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