
February 6,2006 

Ms. Elizabeth O'Donnell 
Executive Director 
Public Service Commission 
21 1 Sower Boulevard 
Frankfort, KY 40602 

Re: PSC Case No. 2005-00053 

HAND DELIVERED 

Dear Ms. O'DonnelI: 

Please find enclosed for filing with the Commission in the above-referenced case an 
original and seven (7) copies of the responses of East Kentucky Power Cooperative, Inc., 
to the Commission Staff's Second Data Request, dated January 25,2006. 

Very truly yours, 

Charles A. Lile 
Senior Corporate Counsel 

Enclosures 

Cc: Service List 
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FO. Box 707, Winchester, Fox: (859) 744-6008 
Kentucky 40392-0707 http:llwww.ekpc.coop A Touchstone Enei&Cooperative &b - 





PSC Request No. 1 

Page 1 of 2 

EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2005-00053 

INFORMATION REQUEST RESPONSE 

PUBLIC SERVICE COMMISSION DATA REQUEST DATED 

JANUARY 25,2006 

REQUEST NO. 1 

RESPONDING PERSON: David Eames 

Reauest 1 (a): Refer to page 3 of the December 22,2005 Supplemental Prepared 

Testimony of David G. Eames ("Eames Testimony") and Exhibit 1 to the Eames 

Testimony. The testimony states, 

The results of that analysis are attached as Exhibit 1 to this 
testimony. That analysis shows that a delay in Smith 
[combustion turbine (''CV] CTs 9-12 is estimated to result in 
approximately $1 1.9 million in higher power production 
andlor power purchase costs, and $10.9 million in additional 
costs due to construction schedule delay charges, as 
detailed in the attached letter from General Electric (Exhibit 
2), for a total additional cost of $22.8 million. 

The exhibit contains the heading "EKPC Monthly Variable System Cost" and appears to 

include only $1 1.9 million, which matches the level identified in the testimony as "higher 

power production andlor power purchase costs." 

a. Is it correct that the analysis in Exhibit 1 to the Eames Testimony 
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shows only the $1 1.9 million in higher power production andlor power purchase costs 

resulting from a delay in Smith combustion turbine ("CTs") 9-12? 

Response 1 (a): Yes. None of the construction schedule delay charges detailed in 

the GE letter (Exhibit 2) were included in Exhibit 1. 

Request I (b): Are the delay costs shown in Exhibit 1 strictly variable costs or do 

they include any fixed costs? 

Response 1 (b): The delay costs shown are only variable costs. 
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EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2005-00053 

INFORMATION REQUEST RESPONSE 

PUBLIC SERVICE COMMISSION DATA REQUEST DATED 

JANUARY 25,2006 

REQUEST NO. 2 

RESPONDING PERSON: David Eames 

Request 2: The analyses contained in Exhibits 1 and 4 to the Eames Testimony are 

not the type of long-term present value revenue requirements ("PVRR) analyses 

typically relied upon by the Commission to evaluate a utility's decisions regarding both 

the construction and the timing thereof of major plant additions. Provide a 30-year 

PVRR analysis which reflects all of the cost impacts of (1) proceeding with the 

installation of Smith CTs 9-12 in 2008, as EKPC proposes, recognizing the transmission 

limitations described in the Eames Testimony, and (2) delaying the installation of these 

CTs until 2009, recognizing those same limitations. This analysis should include all 

relevant cost components, including but not limited to (1) construction costs, (2) 

financing costs, (3) depreciation expense, and (4) variable cost. 

Res~onse 2: The requested long term analysis is included in this filing as Attachment 1. 

The variable costs in the two cases are assumed to be the same from the point when the 

last unit comes online in the delay case (October 1,2009) fonvard. The variable costs 

include fuel and O&M costs. The difference in variable costs between the cases was 
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taken from EKPC's December 21,2005 filing in this case. The financing for the project 

was assumed to be in 2008 for the Base (With Limits) case, but with half of the financing 

in 2008, and half in 2009, for the Delay case. Since the units reach commercial operation 

at different times in the cases, there would be some difference in depreciation. 

Attachment 1 shows that with a 3% discount rate, there is a savings of approximately $22 

million in favor of the Base (With Limits) case. At a 6% discount rate the savings in the 

Base (With Limits) case is approximately $13 million. 
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EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2005-00053 

INFORMATION REQUEST RESPONSE 

PUBLIC SERVICE COMMISSION DATA REQUEST DATED 

JANUARY 25,2006 

REQUEST NO. 3 

RESPONDING PERSON: David Eames 

Recluest 3 (a): Exhibit 3 entitled "EKPC Expected CT Operation" of the Eames 

Testimony dated December 22,2005 shows that each of the proposed CTs will operate 

more than 2000 hours per year. Page 9 of Exhibit 4 of the application shows the 

Economic analysis of the CTs is based on the CTs operation of a maximum of 2000 

hours. 

a. How many hours per year is the "GE LMS 100" designed to 

operate? 

Resaonse 3 (a): The LMSlOO combustion turbine is designed for a range of service 

from peaking, up to continuous baseload operation of up to 8760 hours per year if 

desired, and would only have to be shut down for scheduled maintenance. Scheduled 

maintenance time will be one to four days per year, depending on what maintenance 

activities are required in a given year. 

The LMSlOO is designed with very high simple cycle efficiency. It also has good 

operating flexibility, including ten minute start capability, high efficiency part load 

operation, frequent cycling without maintenance penalty and excelleilt hot day 
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performance. Because of these attributes, the LMSlOO has the flexibility to be used in a 

wide variety of applications in the peaking and intermediate markets. 

Request 3 (b): Due to the high price of natural gas and the number of hours that 

the proposed CTs will be operating, has EKPC performed any feasibility study to 

determine whether combined cycle combustion turbines are more economical than the 

proposed CTs? If yes, provide the study. If no, explain in detail why it is not necessary 

Response 3 (b): EKPC has not done a formal study to determine whether combined 

cycle units would be more economical than the proposed CTs. However, a combined 

cycle project was proposed to EKPC in RFP No. 2004-01, and was not among the lowest 

cost proposals. A formal study on combined cycle was not done because combined cycle 

units are designed and best suited for baseload operation, they are not economical for 

peaking operation, and would not provide a significant benefit for intennediate operation, 

based on current gas prices. Combined cycle units are at a disadvantage for the type of 

peaking service EKPC has historically needed. 

EKPC has evaluated and selected the GE LMS 100 units for its projected peaking 

power needs, but believes that these units offer a unique combination of flexible 

operating characteristics, lower operational costs, and the potential for conversion to 

combined cycle operation, should EKPC's needs change. The estimate of operating hours 

for the proposed CTs was based on a specific natural gas and market price forecast 

Since natural gas prices are extremely volatile, the relationship between market prices 

and gas fired generation costs can vary greatly and, consequently, the actual CT operating 

hours may vary greatly. However, the proposed CTs capture much of the variable cost 
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benefits of combined cycle units without the negative aspects. The units, as proposed, 

will offer quick start capability and enhanced reliability and the flexibility to operate 

economically compared to other gas fired options over a wide range of operating hours. 

EKPC has discussed with GE the relative costs and performance issues related to 

the proposed LMSlOO CTs and other gas turbine options. The two options, in addition to 

the current design, that have been discussed with GE are: (1) to add the steam system 

necessary to operate the CTs as combined cycle units or (2) to add a steam injection 

system for NOx control. 

The combined cycle option would have a capital cost approximately 22 percent 

higher than the proposed units, due to the addition of the steam system. The steam 

system would add considerable complexity to the unit and increase the maintenance 

requirements of the CT. A typical combined cycle unit may take up to two hours or more 

to reach its full efficiency due to the time required to heat the steam system. The design 

layout would have to be altered to provide additional space for the steam system. The 

combined cycle option does have the benefit of an increase in capacity of about 16 

percent and an improvement of the unit heat rate by almost 14 percent. 

The steam injection option would have a capital cost approximately 14 percent 

higher due to the added steam injection system. Steam injection requires a less complex 

steam system that can be accommodated in the planned footprint of the units. This 

alternative would provide a 10 percent increase in capacity and a heat rate improvement 

of just over 12 percent. The cost per kW for the additional steam equipment, based on the 

resulting increase in capacity, is comparable to combined cycle. The steam injection 
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system would also cause a slow down in the startup of the unit, and would have higher 

water needs, but would be much less coinplex and maintenance intensive than a 

combined cycle steam system. Startup times would be slightly less for the steam 

injection option than combined cycle. Since the steam injection option can be added to 

the current design and layout at a later date, it is an option EKPC may wish to explore 

further with GE for one or more of the proposed units, as its projections of intermediate 

power needs are more fully analyzed. 

The LMSlOO CT, as proposed, provides much more operating flexibility than the 

options above, because it can reach full load in as little as ten minutes, if necessary. 

These units can be cycled on and off frequently and can ramp up and down much faster 

than combined cycle units. The ability to bring units on quickly contributes to the 

reliability of the system and is a benefit of the proposed units. Their much more 

economical operation, compared to conventional CTs, also helps to offset the high cost of 

using natural gas for peaking generation. EKPC remains convinced that these units are 

the best choice for EKPC's identified peaking generation needs, and that combined cycle 

generation would not be a more economical, or more flexible, alternative. 


