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1 Q. LEASE STATE YOU 

2 

3 A. My iiai-ne is Thoiiias M. Myers. My position is Vice President Coiimiercial & Financial 

4 Aiialysis for Americaii Electric Power Service Corporation (AEPSC), a wholly owned 

5 subsidiary of American Eleclric Power, Iiic (AEP). AEPSC supplies engineering, 

6 fiiiaiiciiig, accoruitiiig and similar plaimiiig aiid advisory services to AEP's eleven electric 

7 operating coiiipaiiies, iiicludiiig ICeiitucky Power Coiiipaiiy ("I<eiitucky Power, I<PCo or 

8 Coiiipaiiy"). My business address is 155 West Nationwide Boulevard, Columbus, Ohio 

9 43215. 

11 

12 

1 3 Lane Kolleii. 

14. Q. 

The purpose o€iiiy testimony is to respond to the off-system sales issues raised in the 

testiiiioiiy filed in this case by ICeiitucky Iiidustvial I-Jtility Custoiners (KIUC) Witiiess 

1s 

16 9, LINES 4-13 

TRACT AND I[QPCO'S ~ ~ ~ - ~ Y ~ ~ ~ ~  SAHZS 
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1 A. No I do not. While tlie proposed wind PPA would likely have an overall positive iinpact on 

OS§ margins, the amount of that impact is uiicertaiii. On page 9, lilies 4-13, Mr. ICollen 2 

3 assei-ts that if the Coiiiinissioii approves tlie wiiid contract, the purchases will result in 

increased off-system sales to the AEP pool that iii turn will iiicrease tlie Company’s 4 

5 off-system sales margins. Mr. Kolleii refers to the Compaiiy’s respoiises to KIUC 1-2 aiid 

1 .-3 in support of his stateiiieiit. However, if the Company’s responses are read in their 6 

7 entirety, a simple “1 for 1” relationship between the additioiial wind MWhs aiid total OSS 

8 margins is not aii accurate assumption. Mr. Kolleii misunderstands the Company’s 

response in that he fails to tale into account the inaiiy variables that will ultimately 9 

10 deteiiiiiiie to what degree the wind contract will impact I<PCO’s df-systelii sales margins. 

The Company’s response to KIUC 1-2 states: 11 

12 
13 
1 4 
1s 
16 
17 
18 

Renewable eiiergy resources such as tlie wind eiiergy pui  chase power agi eenieiit are 
dedicated rcsotirces. Energy output from these resow ces are assigned to a specific AEP 
operating company. As energy is received koni tlie supplier, it displaces energy that would 
otherwise be used to serve the Company’s native load requirement. This displaced energy 
iiiay potentially be used to iiicrease energy exchanges to other AEP companies or to 
iiicrease off-system sales (OSS) levels for the Company. 

19 As the Company’s response to ItKJC 1-2 points out, tlie energy displaced by the wind 

20 contract may potentially be used to increase energy exchanges to other AEP companies. Such 

21 affiliate energy exchanges are goveriied by the AEP East Pooling Agreement and would not be 

22 subject to the sharing provisions of either the existing or proposed Systeiii Sales Clause. 

23 
24 
25 
26 
27 
2*8 
2,9 
30 

Tlie response to KIUC 1-3 states: 

Sales margins are influeiiced by tiiaiiy factors, iiiaiiy of which are outside the control of the 
Company. However, to the extent additioiial energy is available at tiiiies for off-system 
sales as a result of  the Company entering into the Wind PPA, those sales iiiay be from 
Company sources that would not have been available for off-system sales had the wind 
PPA not been executed. As a result, off-system sales margins may be iiicieased as a result 
of tlie Company receiving additional energy from the wind PPA. 
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In addition to the affiliate impacts rneiitiosied in I<IT_TC 1-2, tlie response to KIUC 1-3 

points out that KPCO’s OSS iiiargiiis are iiiflueiiced by many factors, with tlie additional 

MWhs resulting from the wind contract being just m e  ofthe variables. A 1 MWli increase 

from thc wind contract does not traiislatc into a 1 MWli increase in KPCO OSS margins. 

There are periods of time wlien we are a net purchaser across tlie AEP East companies to 

ineet iiiteriial load obligations. During these periods, the wind contract will not benefit 

OSS margins, but will instead offset third-party purchase for iiiteriial load. It is difficult to 

forecast when these conditions will occur as several factors impact our energy position. 

These iiiclude such factors as iiiteriial load and generation ontput. 

No I do not. One of the fundamental keys to tlie success AEPSC has liad iii optimizing 

OSS margins is that tlie resources and obligations o f  ICPCO, together with tlie otlier AEP 

operating companies, are managed as a portfolio. Whatever OSS iiiargiiis may result from 

the approval of the wind PPA, those margins will be enhanced by the integrated nature of 

AEPSC’s optimization activities. The treatment of tliosc margins should be deteriiiiiied 

based on a holistic evaluatioii o f  how AEPSC optimizes all of ICPCO’s OSS margins. 

Mr. ICollen appears to be suggesting Illat the company’s OSS optimization activity 

and the equitable level o f  sharing between tlie coiiipaiiy and the customers should be 
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1 

2. 

3 

4 

5 

6 A. Yes. 

uiiiquely tailored to each of the coiiipaiiy’s iiidividual assets and resources used in 

providiiig electric service. Sizcli an approach is iiiipractical aiid coLiiiter~~roductive. The 

approval of the wiiid PPA aiid the appropriate structure o€ the System Sales Clause are two 

distiiict issues and should be treated as such. 



Thomas Myers, upoii first being duly sworn, liereby iiialtes oath that if the foregoing 
questions were propounded to him at a hearing before the Public Service Coiimissioii of 
Kentucky, lie woiild give the answers recorded followiiig each of said questioiis aiid that 
said answers are true. j 

Conuiionwealtli of I< eiitucky ) 
) Case No. 2009-00545 

County of Frailltliii 1 

Subscribed and swgrii to before me, a Notary Public, by Tlioiiias Myers this 
+'?g&, day of L~.D+-,L.L 2010. 

s 

Notary Public 





Filing Date: April 30,2010 



ITTIE: 
Page 1 o f 4  

1 . WOUL U PLEASE STATE YOUR NAME, 

2 

3 A. My iiaiiie is Marc D. Reitter and iiiy business acldress is 1 Riverside Plaza, C ~ I ~ i i i i b ~ i ~ ,  Ohio 

4 4321 5.  I alii employed by American Electric Power Service Coiyoratioii (AEPSC) as 

5 Manager of Corporate Finaiice. AEPSC supplies eiigiiieeriiig, financing, accouiitiiig aiid 

6 

7 

similar plamiing and advisory services to AEP’s eleven electric operating coiiipaiiies, 

including Kentucky Power Coiiipaiiy (“IC entiicky Power, IWCo or Company”). 

8 Q. 

9 

10 

The purpose of my testimony is to respond to coiifideiitial exhibit LK- 10 filed in this case 

by Keiitucky Industrial TPtility Customers (ICITJC) Witness Lane Kollen. 

13 A. 

14 

No. The Coiiipaiiy does not intend to ask for additional revenue related to an imputation of 

debt for the wind €arm purchase power agreeiiieiit (PPA). As I will describe below, only 

1.5 Staiiclard & Poors (S&P) calculates an imputed debt related to wiiid faiiii PPA’s aiid given 

16 their methodology on holding coiiipany ratings, it is not iiecessary for IWCo to offset that 

17 iiiiputatioii with aclditioiial equity. 
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A. No. Geiierally oiily S&P will iiiipute debt €or a wiiid fariii PPA. Tliere is no imputed debt 

by eitlier Moody’s Investor Service (Moody’s) or Fitcli Ratings (Fitcli). 

LI PLEASE 

PO 

Moody’s addressed PPAs in its August 2,009 Ratings Methodology update. In that update, 

Moody’s iiidicated that each particular circumstance may be treated di€lerently by 

Moody’s. However, to tlie exteiit tliere is pass-through capaldity of the cost of purcliasiiig 

power uiider the PPAs to tlieir citstoiiiers, “Moody’s regards these PPA obligatioiis as 

operating costs with no long-teriii debt-like attributes.” It is reasonable to assuine that a 

Coiiiiiiissioii approved contract in base rates Iias pass-tluougli of those costs aiid would be 

treated as aii operating cost. Many PPAs are also considered leases by the accounting rules, 

in wliicli case Moody’s will impute debt, but that is not the case for this contract. 

Fitcli addressed PPAs in 2006 and iiidicated that it occasioiially treats ail energy contract as 

debt-equivalent wlieii all of tlie €ollowiiig tlxee conditions are met: 

A. 

(1) tlie contract is iiiaterial to the company’s cash flow 

(2) tlie contract price is significantly above marltet value 

(3) the buyer has a low Iilteliliood of recovering the contract cost tlxough the 

regulatory process. 

This particular renewable eiiergy purcliase agreement is not material to IQCo aiid 

consequently violates one o€ Fitcli’s debt equivalency conditions. 

IES s 



1 

2 

-I 
3 

4- 

5 

6 

7 

8 

9 

10 

11 

12 

13 

1 4 

15 

16 

17 

18 

19 

2,0 

21 

22 

23 

Yes. S&P does iiiipute debt for PPAs, including wind fariiis. Tlie S&P aiialysis starts with 

the NPV of tlie capacity payineiits uiider the coiitract. Siiice wiiid fariiis have no capacity 

payment, S&P uses a proxy for tlie capacity charge. Tlie proxy capacity charge used by 

S&P is currently 50% ofthe €orecasted cost ofthe coiitract. Then S&P applies a risk factor 

to the NPV of capacity paymeiits a id  that risk factor varies betweeii 25% - 500/0 to 

deteriiiiiie the debt iiiiputatioii. Mr. Kolleii’s assuiiiptioii of a 30% risk €actor is coiisisteiit 

with S&P’s methodology. 

A. S&P tales a family view of ratings of tlie AEP system, wliicli differs from the coinpaiiy 

specific iiietliodology of Moody’s a d  Fitcli. S&P evaluates tlie risk profile aiid fiiiaiicial 

iiietrics of tlie eiitire systeiii to cleteriiiiiie a faiiiily credit rating which is tlieii applied to all 

the utilities. So, wliile a iiieaiiiiigful coiitract such as oiie for a baseload unit could drive an 

overall capitalization cliaiige aiid perhaps debt iiiipidatioii by tlie otlier rating agencies, it is 

iiot iiecessary for this PPA. Moreover, even a debt iinputatioii €or this coiitract by oiie 

rating agency would not have a great eiiough efiect to drive a change in the capitalization 

aiicl a residtiiig reveiiue requireiiieiit for KPCo. 

KOLEEN COR CT IN HIS ANALYSIS OF S&P’s T 

PAS IN CQPNFI IT 

1,K-I10 ‘p 

No. There are iiiiscalculatioiis in Mr. Kolleii’s aiialysis o€ the iiiiputed debt treatment by 

S&P of PPAs. First, lie disregarded usiiig a 50% proxy capacity €actor for the wind € a m  

A. 
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PPA, fLiitheriiiore, Mr. ICoIleii assumed a 50/50 capital structure for IWCo. Revising his 

Coiifideiitial Exhibit LK- 10 by applying the S&P 50% proxy capacity factor reduces the 

NPV of the reveiiue requirement to $1 05.7 iiiillioii aiid the resulting iiiiputed debt amount 

to $3 1.7 iiiillioii. Theii wing the equity perceiitage filed in the case, results in a revenue 

requiremeiit of $4.6 million. 

A. IQCo is iiot seeltiiig additional reveiiue based upon the imputed debt, if aiiy, associated 

with the wind PPA. Moreover, altliougli the iiiodificatioii oC IQCo’s capital structure in 

conformity with S&P’s iiiethoclology would result iii an aiiiiual reveiiue requirement oC 

$4.6 iiiillioii for the Coiiipaiiy, it is iiot iiecessary for IoPCo to make aiiy adjustmelit to its 

capital structure as a result of the PPA. The size of the coiitract, the family ap1xoacli of 

ratings used by SStP, and the differing approaches to contracts or  this sort by Moody’s aiid 

Fitcli iiialtes it unnecessary for the Company to impute debt for this contract. 



A AVIT 

Marc D. Reitter, upoii first beiiig duly sworii, liereby iiialces oath that if the foregoing 
questions were propouiided to liiiii at a lieariiig before tlie Public Service Coiniiiissioii of 
Iieiituclcy, lie would give tlie aiiswers recorded following each of said questions and that 
said answers are true. 

Coiimioiiwealtli of Kentuclcy ) 

County of Fraidcliii ) 
) Case No. 2009-00545 

Subscribed and swoiii io before me, a Notary Public, by i,-,c/l,, L ;-L.-r/!, this 
29th day of April 2010. 
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CASE NO. 2009- 



1 

2 Qe 

3 

4- A. 

5 

6 

7 

I: 

9 

S O  Q. 

11 

12 A. 

13 Q. 

14 A. 

1s 

16 

17 

18 

BUTTAIL, TESTIM 
SCOTT C. WEAVE 
ON BEHALF OF 

I ~ E ~ T U ~ ~ ~ ~  POWER COMPANY 
EF8 E PUBLIC SERVICE COM 

WOULD YOU PLEASE STA 

POSIITION? 

My iiaine is Scott C. Weaver, and my busiiiess address is 1 Riverside Plaza, Coluiiibus, 

Ohio 4.321 5. I am employed by tlie Aiiiericaii Electric Power Service Corporation 

(AEPSC) as Managing Director-Resource Plaimiiig and Operatioiial Analysis. AEPSC 

supplies engineeriiig, fiiianciiig, accounting aiid similar plaiviiiig aiid advisory services to 

AEP’s eleven electric operating coiiipaiiies, iiicludiiig IGxitucky Power Coiiipaiiy 

(“I<eiitucky Power, I<PCo or Company”). 

N BEHALF OF KPCO BN T 

Yes. 

WHAT IS TME PURPOSE OF 

I have reviewed the testiinoiiy filed in this case by ICeiilucky Iiidustrial Utility Custoiiiers 

(IWIC) Witness Lalie Kolleii aiicl will address certain poiiits lie has raised regarding the 

following issues and topic-areas: 

o The [act that the life cycle costs associated with tlie LD’;JVEC REPA are “least-cost” 

when coiiipared to other supply-side resources; 
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16 

17 

18 

19 

20 Q. 

21 

2,2 

23 A. 

24- 

2.5 Q. 

26 

27 

tlie possibility of other (reiiewable) optioiis availing themselves to the Coiiipaiiy in 

lieu or  the wiiid eiiergy eiiiaiiatiiig from tlie LDWEC E P A  in tlie tiinefraiiie 

required, or at a lower cost; 

tlie prospect of tlie eiiactiiieiit o€ eitlier I< entucky or Federal renewable mandates; 

the at?eiidaiit prospect tliat any such state Renewable Poitfolio Staiidards (RPS) 

enacted would be restricted to in-state reiiewable resources only; 

the “iieed” for the renewable eiiergy from tlie Lee Deltalb Wind Energy Center 

(LDWEC) tliat is associated with the proposed I<eiitucky Power Coiiipaiiy 

Renewable Energy Purcliase Agreement with FPL Energy Illinois Wind, LLC (“tlie 

REPA”, or REPA), was based not on specific requirements as set fortli uiider tlie 

AEP Iiitercoixiectioii Agreeiiieiit, but rather on tlie Company’s position around tlie 

cstalAisluiient of a renewable ciiergy portfolio; 

tlie €act that there would be 110 iiicreiiieiital traiisiiiission costs associated with the 

eiiergy received froiii tlie proposed REPA; 

the reality that tlie lbrecast o€ eiiergy pricing utilized in tlie ecoiioiiiic aiialysis of 

this wind PPA did proxy a PJM Locatioiial Margiiial Piice (LMP), and, finally; 

the coiiclusion that tliere are iiicreineiital beiieiits associated with tlie LD WEC 

REPA, rather tliaii its representation by Mr. Kolleii as causing “Iiaiiii” to I<PCo’s 

customers. 

PORT THHS rnBUTTAIL 

SOMEONE UNDER YOUR 

Yes. 

111. 7fKONS AI%% COSTS 

MRe KO,L,LEN STATES ON PAGES 6 AND 7 OF HIS ~ ~ $ T ~ ~ ~ ~ ~ ~  THAT THE 

COMPANY HAS PROW ENCE THAT THE COSTS ASSQCTIATED 

WITH THE LDWEC PPA ARIE LEAST-COST. IS TWAT A TRUE STATEMENT? 
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A. No it is iiot. As described in the very discovery respoiise Mr. Kolleii identiiies--I<:IUC 

1 - 17, represented as Exhibit LIC-4), tlie Coiiipaiiy set forth Exhibit JFG-3 which clearly 

represeiited that the offer that served as the basis for the LDWEC REPA, when compared 

to other reiiewable offers received froiii tlie same solicitatioii discussed by Coiiipaiiy 

witness Godfrey iii his direct testiiiioiiy, was iiideed tlie least-cost reiicwable alternative 

offered. Furtlier, my direct testiiiioiiy iiidicates that uiicler the reasonable assuiiiptioii that a 

federal RPS will evolve, tlie least-cost oplioii to achieve sucli iiiaiidates would be tlie 

LDWEC E P A  when compared to the cost of acquiriiig RECs. 

Moreover, tlie coinpaiiy provided iiiforiiiatioii in respoiise to discovery in tlie 

Company’s rate case proceediiig (Case No. 2009-00459), specifically, KIUC 1-1 5 a id  

KIUC 2-1, that was iiot iiieiitioiied by Mr. Kolleii. That respoiise, reproduced lierc as 

Exhibit SCW- l R ,  compares oiid contrasts the levelizecl (life cycle) cost of electricity 

(COE) 01 tlie L,DWEC REPA versz/s a raiige of levelized COE for both iiatural gas 

coiiibiiiecl cycle (NGCC) aiid iiatural gas combistion turbiiie (NGCT) resource optioiis, 

each represeiited 011 a “$ pcr Mwh” (generated) basis. The resultiiig Exhibit SCW-1 R cliart 

shows that uiider a high utilizatioii (i.c. high capacity factor) view oC eitlier of those natural 

gas facility options-wliicli of coiirse would teiid to reduce tlie “per Mwh” cost-iii all 

cases tlie LDWEC RJTA levelized life cycle cost would be tlie least-cost option. 

DOES NIR. MOlL,LEN SUGGEST gBT ER OPTIONS ]IN THE EVENT SUCllil 

RF,NEWAHBILE STANDA S ARE ENACTE 

Yes lie does. Begiimiiig 011 page 8 of liis direct testimony, he iiidicates that the Coiiipaiiy 

has identified “other optioiis” in the form oCbioiiiass co-firing at existing IQCo geiieratiiig 

iuiiits as well as the purcliase of reiiewable energy certificates. 

Q* 

A. 
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1 

Yes. As also previously iiidicated in iiiy direct testiiiioiiy in this case, while tlie iiotioii of 2, A. 

3 bioiiiass eo-firing at existing ICPCo units-such as its Big Sandy aiid Rockpoi? 

facilities-iiiay be plausible, each has iiot beeii coiisidered until the 201 5 a i d  20 13 4. 

tiiiiefiaiiie, respectively, in tlie Coiiipaiiy’s iiiclicative plaiiniiig. This is iiecessary to afford 5 

time for tlie required pulverizer aiid boiler testing of various bioiiiass feedstock options, as 6 

well as to address feedstock availability/supply issues aiicl options. 7 

8 As h r  as renewable eiiergy certificates Ixiiig utilized as an “optioii”, Mr. Kolleii 

failed to recall that iny direct testiiiioiiy in this case did offer a coiiiparisoii ofthe estimated 

iiicreiiieiital costs associated wit11 tlie LDWEC REPA versus the projected costs of ILKS.’ 

9 

10 

As further iiiclicatecl 011 page 22 of iiiy direct testimony it would: 11 

“. . .suggest tliat these iucremeiital or “net” costs ofthe LDWEC project are 
indeed anticipated to be lower than, alternatively, acquiriiig RECs alone. 
Plus, possessing the renewable eiiergy offered by tlie project offers ICPCo 
with the further, noii-quaiitified societal benefit of a more 
eiiviroilliieiitally-~ieiidly geiieratioii portfolio .” 

12 
13 
1 4- 
15 
16 

17 Q e  AS IT PERTAINS TO A BIOMASS IRENEWA LE OPTION, WHAT 

18 ONAL COST ~ N ~ ~ R ~ ~ ~ I O ~  IS NOW AVAILABLE THAT WOULD 

AST IT WITH TH4E COST OF THE ILDWEC REBA? 19 

The Company has provided a Suppleiiieiital response to Attoriiey Geiieral request 2-3. 20 A. 

Tliat Supplemental response-describing cost estimates associated with a proposed 21 

22 biomass developmelit project in Kentucky-is iiicluded as part of this rebuttal testiiiioiiy as 

Exhibit SCW-2R aiid fiixtlier deiiioiistrates the relative beiieGts of the LD WEC contract. 2.3 

Exhibit SCW-3, col. “L,” versus col. “M” ; from Weaver Diiect Testimony in Case No. 2009-00545 I 
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ATE CONSIDE ON” COSTS? IF SO, WRY? 

Yes, his coiiclusioii is in error. AEP or tlie Company W O L ~ ~  iiicur no iiicremeiital 

transmission costs associated with the energy received tluougli tlie LD WEC REPA. First, 

wider Section S..3(R) of the REPA, it specifies that the: 

“Seller shall be responsible Cor all iiitercoimectioii, electric losses, 
traiisiiiissioii aiid ancillary services arrangeiiieiits and costs required to 
deliver Purchaser’s Contact Capacity Sliare oC tlie Renewable Energy from 
tlie Facility to Purcliaser at Poiiit of Delivery. Purcliaser shall be 
responsible €or all electric losses, traiisiiiissioii aiid ancillary services 
arrangements and costs required to receive Purchaser’s Contract Capacity 
Sliare if the Reiiewable Energy at tlie Point of Dclivery and deliver such 
Energy to points beyoiid the Point of Delivcry’‘2 

So while Mr. Kollen is essentially correct by stating on page 8 of his testimony that 

tlie “coiitract provides for delivery near tlie wind farm site aiid tlie purcliaser is respoiisible 

for traiisiiiissioii”, he errors in presuiiiiiig tliere would be a cost for this transmission within 

PJMI to any such points beyond this Point of Delivery. Rather, tlie energy associated with 

this transaction received by IGxitucky Power at the (PJM) delivery point would be ascribed 

PJM Network Integration Transmission Service (NITS) status. It sliould not be coiifiisecl 

with a “point-f o-poiiit" service along a unique source-to-siirk transmission path that would 

be reserved uiicler, and payable tlwougli, tlie PJM-OATT. As a NITS transaction, tlie 

energy would flow from the establislied (LDWEC) geiieratioii node at no additional cost to 

’ “Point of Delivery” being defined under the REPA as “.“.the elecbic interconnection point.. . at which point the 
quantities of Renewable Energy and Ancillary Services rlelivered are recorded aiid measured by the Interconnection 
Provider’s [PJM] revenue meters.” 
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the energy purchaser and traiisiiiissioii owiicr/custoiiier, ICeiitucky Power. Therefore, the 

costs of tlie LDWEC REPA as represeiited in lily original Exhibit SCW-?-representing a 

piirchase cost for a delivered product (iiito PJM)--is then effeclively inclusive of 

“traiisiiiissioii costs”. 

ILLEN’S CLAIM THAT THE 

COMPANY’S RE~RESE~TAT~O~ OF 

OES NOT HNCL HE COSTS OF PJM 

C ~ ~ ~ ~ S T I I ~ ~  AND LINE LOSSES? 

No I do not. As represented in Exhibit SCW-3, the Coinpaiiy considers certain relative 

variable costs/(creclits), iiicludiiig those that would flow through AEP Pool Eiiergy 

Settleiiieiits. As part of this computation, the Coiiipaiiy accounts for the expected reveiiues 

its generating sources will receive Irom PJM in the foriii of Locatioiial Marginal Price 

(LMP). In iiiodeliiig these revenues, the company applies a proxy price that represents 

PJM LMP. Since the proxy price emulates PJMs LMP, it coiisiders all tlwee LMP 

components: Energy, Congestion aiid Line Losses. 

V. ~ ~ E ~ A ~ L E  lKiESOUR@E ~ A ~ ~ A T E S  

SIIGNIIFHCANT ~ ~ ~ ~ ~ ~ ~ A ~ ~ T ~  AS TO W ~ E ~ ~ E ~   THE^ EVER WILL BE A 

WESOURCES AND THE COMPANY DOES NOT CII,AHM OTHER 

YOU A G W E  WHTR MR. KOLH,EN? 

No. As reflected on page 11 of my direct testimony, I iiidicate mandatory RPS 

requirements “. ..are liltely to be required at the federal level.” I testify that I4.R 2454- 
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(Waxmaii-Marltey Bill) that was passed by the U.S. House iiicludecl a federal renewable 

energy staiidard (RES); aiicl that the U.S. Senate’s Eiiergy and Nat~iral Resources 

Comiiiitlee passed out of that commitlee S. 14-62 (Bingainan Bill) which likewise iiicluded 

ai1 RES, with the latter eiijoyiiig bi-paitisan support. Such ultimate RPS/RES legislatioii 

C O L I I ~  be part of either a liilly-coiiil,reheiisive set of “climate cliaiige/greeilliouse gas” 

legislatioii or, potentially, as a uiiique “carve-out” coiiipoiieiif o f  a federal eiiergy bill. It 

also bears pointing out that 29 other states and the District o f  Coluiiibia currently have 

iiiaiidated renewable portfolio staiidards ranging from 1 0-33 percent of sales. (See Exhibit 

SCW-3R “(State) Reiiewable Portfolio Standards”, April 20 10) ’. 
Moreover, the Coiiimoiiwealth of ICeiitucky is actively acldressiiig the prospect o l‘ 

an WS requirement. In addition to ICeiilucky E-I.B. 3 higlilighlecl by Mr. Kolleii, H.B. 408 

also sets forth the very real prospect for sucli mandates. A l th~~ ig l i  neither bill has passed, 

giveii the oii-going support for such legi slatioii from llic Coiiimoiiwealth’ s executive 

braiich based oii Governor Beshear’s late-2008 energy plan for the developiiieiit o f  diverse 

aiid clean eiiergy resomces: “l~~telliger~t Enei.,oy Choices for Ikritticlgi ’s Fittin-e”, it is also 

very plausible to assmiie that the Coiiimoiiwealtli wodd join the iiearly 30 states across the 

U.S.-including states contiguous to Kentucky: Illinois, Oliio, and West Virginia-that 

have adopted sucli iiiaiidated renewable energy standards. 

MR. KOLLEN ALSO SUGGESTS THAT THE LDWEC CONTRACT WOULD 

NOT QUAIL,ILFHJ AS A 

’ ht~p~//www.dsireusa.org/summarymaps/in?ee=I &RE= 1 
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A. No. Ultimately, I believe aiiy such state-specific mandates that could eiiierge in tlie 

Coiiiiiioiiwealtli of Kentucky would iiot seek to be prescriptive to I(eiitucky-sourced 

renewable eiiergy only. To do so could both greatly liiiiit the opportunity for such cleaii 

energy opportuiiities aiid poteiitially severely increase the cost of those opportunities to 

I<.eiitucky’ s electricity coiisuiiiers. 

First, Section 6(3) of1J.B. 4OS, which was iiot cited by M u .  Kollen, provicles tliat 

“. . .renewable eiiergy that is geiieratecl or purcliased by tlie retail electric supplier from a 

geiieratioiial facility that becaiiie operatioiial before the effective date of this Act may be 

used to coiiiply with the renewable portfolio standard requireiiieiit for tliat supplier.” I 

woulcl interpret this as suggesting tliat traiisactioiis such as the LD WEC project would 

potentially not be excluded. 

Second, & of the neigliboriiig states to I<.eiitucky that currently have iiiaiidated 

renewable eiiergy staiidards (Illinois, Ohio aiid West Virginia) have provisions that do 

allow use of “out-of-state” renewable eiiergy to achieve their respective RJ3S : 

Oliio: S.B. 221 (4923.64 (B)(3)): States tliat up to one-half must be 

fioiii iii-state (Oliio) reiiewable resoimes, wliile “. . . the remainder sliall 

be inet with resources than caii be shown to be deliverable into this 

state.” 

West Virginia: H.B. 103 (S 24-2,F-.i! (b)(l)): States that such renewable 

facilities must be located within tlie geographical bouiidaries of West 

Virginia, or located outside of West Virginia, but within the service 

territory of the regioiial traiismissioii organization tliat inaiiages the 

transmission systeiii iii aiiy part oftliis state (i.e. sourced from aiiy ofthe 

tliirteeii iiitei-coiuiected stztes served by PJM). 

Illinois: Public Act 0-5-0431; S.E. 1.592. (Sec L75 (c)(3)): States tliat 

for the period prior to 6/20 1 1 out-of-state reiiewable sources are 



WEAVE 
Page 10 of 14- 

9 

10 

11 

1 2, 

13 

1 4 

1s 

16 

17 

18 

19 

2,o Q. 

21 

22. 

2,3 A. 

24 

allowed oiily if iiisuf‘ficieiit “cost elfective” resources are available 

in-state. M e r  6/2011 , botli in-state arm’ sources outside of Illiiiois -.-but 

that “adjoin” Illinois-- iiiay be coiiitecl in iiieetiiig !he state renewable 

standard. If still iiisurficieiit “cost ef‘lective” resources available, 

reiiewable eiiergy “. . .shall be lmrcliased elsewliere aiid sliall be couiited 

towards compliance.” 

Third, giveii this, I find it uiililtely that the Comiiioiiwealth of Kentucky w0~11d pass 

legislation that could eff‘ectively disadvantage its electricity coiisuiiiers from a 

“cost-to-comply” perspective tluougli the establislxiieiit of such a liiiiitatioii on tlie 

renewable portfolio of its electricity service providers by effectively buildiiig a feiice 

arouiid tlie state. Moreover, altlio~rgli I alii not a legal expert, I have been advised by tlie 

Company’s legal couiisel that state legislative action that would place such restrictions on 

renewable eiiergy sourciiig  COLI^^ violate the “coiimierce clause” froiii the Uiiited States 

Constitution arid its application to interstate commercial transactions. From the 

perspective of a resowce plaimer, this would be akin to deiiyiiig the ability of Keiituclty 

coal producers to export their eiiergy product for use in Ohio geiieratiiig facilities. 

Finally, Mr. Kolleii fails to aclmowledge that any fedei.c/Z RPS requireiiieiits placed 

uipoii retail electricity providers would clearly be met via ubiquitous, nation-wide sourciiig 

OC (physical) reiiewable eiiergy and/or Renewable Eiiergy Certificates (RECs). 

WHAT A ~ ~ I T ~ O N A ~  ~ N F O ~ ~ A ~ I O ~  COU%D YOU OFFER TO SUBPORT 

THE ~ I A B ~ ~ ~ T Y  OF ~ ~ N ~ ~ ~ ~ ~ Y “ ~ A ~ E ~  NEWABLE GEWEMTHON 

EVE ANY POTENTIAL, iI9ENTUCJKY WPS? 

Though discussions with the Company’s renewable energy expert witness, Jay Godfrey, 

he informs iiie lie is aware of= renewable prqject-be it wind, solar, biomass, iiicreiiieiital 
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hydro, geotlieriiial, or laiidlill gas-that is curreiitly uiider advanced developiiieiit or 

coiistructioii within the Coiiiiiioiiweal tli, other tliaii the biomass clevelopmeiit project 

previously iiieiitioiied in this testiinoiiy aiid reCereiiced as w i t h  Exhibit SCW-2,R. 

VI. 
PLEASE EXPLAIN WHY TWE ENERGY ASSOCHATED WITH THE LDWEC 

~~~T~~~~~ POWER’S ~ S ~ ~ J R ~ ~  ~ ~ O R T F ~ L I ~  IN 

KOLLEN’S ~ ~ ~ ~ E N ~ B ~ N  THAT THE COMPANY HAS NO 

““NEED” FOR TI3BS ENE 

The fact is that Mr. Kollen lias ignored tlie basic thrust of my direct testimony in this case 

which clearly demonstrates tlie importance or Kentucky Power positioning itself for the 

liltelihood of a state or ledera1 renewable portlblio staiidard. As slated iii detail, tlie 

Coiiipaiiy aiid its AEP parent take this prospect very seriously aiid is attempting to position 

itself to take advantage of pricing for such renewablcs resources-pricing advantages tliat 

will also likely dissipate oiice such RPS mandates do come to pass-by setting forth a 

system-wide strategy that established a goal to obtain an iiicrciiieiital2,OOO MW of 

reiiewable energy resources by tlie eiid of 20 1 1 ; a prospect tliat was iiicludcd in tlie 

exteriially-publislied AEP 2009 Corporcrte Szistcrincibiliiy Repmi. Although I<PCo’ s 

iiiitial coiitributioii to tlie attaiiiiiieiit of that goal would be iiianiksted in this LDWEC 

REPA, all of tlie other AEP affiliate operating companies with geiieratioii have previously 

entered iiito comparable REPA traiisactioiis s i d i  that nearly or?e-hcdfof this goal lias 

curreiitly been met. 

4 

,i Available at http://~~ww.aep.coin/citizeiisliip/c~~e]~ol-t/clocs/CS~Repo~ t-2009-web.pdf 
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I suiiiiiiarize this very issue arouiid “need” begiiiiiiiig 011 page 18 of iiiy direct 

testiinoiiy in this case wlien I respond to the followiiig question: 

“ICPCO’S OVERALL, RENEWABLE PLAN WOLJLD ADD 
RENEWABLE RESOURCES TO AN ELECTRIC LJTILITY 
OPERATING IN A STATE-ICENTUCI<Y-WI-IICE-I CURJXENTLY 
I-IAS NO RENEWABLE PORTFOLIO STANDARD. w m  n m ~  IS 
THE ATTAINMENT OF SUCH RENEWABLE RESOURCE AMOUNTS 
NECESSARY, AND I-IOW CAN THAT BE CONSIDERED TO BE IN 
TI-IE BEST INTERESTS OF THE CLJSTOMERS OF ICPCO?” 

aiid iiiy uiiwaveriiig respoiise from that saiiie testiiiioiiy is: 

“. . .the relativc cost of electricity iiiclusive of the LDWEC wiiid geiieratioii 
wider coiisideratioii, is conn1~~etit~ve witEn alternative resoumes available 
t~ MPCQ. Second, with the curreiit federal PTCs for wiiid developiiieiit 
iiow set to expire at the eiid of2012, it would be anticipated that the costs of 

laced into service after tEnat expirationn date will8 
rease. As iiiore fully discussed in the testiiiioiiy o€ 

Company Witness Godfiey, y acting now to secure wind contracts, 
KPCo is IIocking inn wind en g y  a$ a rePaQiveny IIow cost. Third, uiider tlie 
very reasoiiable prospect that a federal renewable eiiergy standard will 
becoine law-wlietlicr included as a coiiipoiieiit of inore coiiiprelieiisive 
GI-IG legislatioii, or carved-out uiider separate legislalion-demandid for 

e T ~ S Q B B ~ C ~ S  incliuding wind eanergy willl u n 1 ~ o u b ~ e ~ I I ~  increase, 
riving tup $116: costs to K P C ~ Y ~  custcpmrilers over the nong-terna. 

Therelore, the clevelopiiieiit of a ICPCo plan to add su€ficieiit 
reiiewable resources pri 

such potendatiail federal renewable eniergy and/or G.H@ legislation. 
(eri?plin,sis ndded in bold-j3ce iyiz for piiposes of ihis rebzittcrl tesiinzony) 

to the expiration of the PTCs could serve to 
eTs’ eXp0SuTe &he risks aSsOcia$ed With 

Iii fact, Mr. Kollen fails to recogiiize the criticality of the plaixiiiig issues arouiid 

reiiewable resources when lie discusses tlie overall “iieecl” issue. By placing his liead iii the 

saiicl by siiiiply pointing to KPCo’s curreiit eiiergy positioii within the AEP Iiitercoimectioii 

Agreeiiieiit as the suggested basis for such (wiiid) eiiergy need, he does a disservice to tlie 

very coiistitueiits he represents by exposiiig tlieiii to significaiit cost exposures upoii the 

enactment of such renewable standards. 
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WEC REPA WOULD 

9 9  KPCO RATEPAYERS. IS THAT AN ACCURATE STATEMENT? 

No it is not. Based 011 the [acts set l‘orth iii both iiiy direct aiid rebuttal testimonies, it would 

suggest just the opposite; that KelitLdty Power’s custoiiiers w-ill beiiefit by the foresight to 

be an early-iiiover in the acquisition of very attractive and coiiipetitively-priced, 

carbon-free reiiewable resources represented by the L,DWEC REPA. 

In fact the ratepayer “hariii” iiieiitioiied by Mr. Kolleii tliat lie claiiiis is quantified 

011 Exhibit SCW-.3 of iiiy direct testimony is totally uiifounded. As I indicate, tlie L,DWEC 

E P A  would have an order of magnitude impact of 0.07 (seven one-hundredths) of a cent 

per ItWi effect 011 I<.PCo’s costs over tlie period represented oii tlie exhibit (col J), but that 

would exclude the coiisideratioii of tlie costs of RECs that could be borne by IQCo 

customers if required in lieti ofthis LDWEC wiiid eiiergy. As previously discussed, that 

coiiiparisoii clearly demonstrates that eschewing the iiiclusioii of wiiicl eiiergy in the 

Coiiipaiiy’s geiieratioii portfolio by doing-nothing aiid effectively becoiiiiiig a 

“price-jaltcr” for ECS, woulcl represent t~ i e  liiglier-cost optioii.’ Finally, under the [mlier 

iiotioii that available REC iiiarltets could poteiitially be extreiiiely illiquid, partictilady in 

aiiy initial years of an RPS pcriod, it would iiirtlier suggest that such REC pricing could be 

very volatile subjectiiig ICPCo’s custoiiiers to uiiiiecessary price uncertainty. 

For these reasoiis, the Coiiipaiiy coiicludes that the beiieiits o € the tviiicl eiiergy to 

I<PCo customers eiiiaiiatiiig from tlie L,DWEC REPA cleaily outweigh the cost (or “liariii” 

as suggested by Mr. Kolleii) aiid, iherel‘ore, affiriiis its prudence. 
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Scott C. Weaver, iipoii first being duly sworii, liereby maltes oath that if the foregoing 
questions were propounded to liiiii at a lieariiig before the Public Service Cornmission of 
ICeiituclty, lie would give the aiiswers recorded following each of said questions and that 
said aiiswers are true. 

7 

State of Ohio 1 

County of Fraiiltliii ) 
) Case No. 2009-00545 

.d, i ' !  

Subscribed and sworii to before me, a Notary Public, by Scott C. Weaver this ~7-e 
day of / Q a v t *  2010. f7 

My Commission Expires 



Exhibit SCW- 1 R 
(PLJBLIC) 

Refer to page G lilies 15-19 ol‘ MI. Scott Weaver’s Direct Testimony wlier-ein he dcscribes the 
AEP System review o€ supply-side resource options aiid coiisideration of combined cycle and 
coiiibustioii turbine reso~xccs. With respect to the proposed wind power p.ndiased power 
agreement, please provide a coinpa-ison o€ the aniiual and life cycle costs of that proposed 
contract to the most receiii feast cost bid from a supplier or AEP’s most receiit cosl projection for 
coiiibiiied cycle and/or cornbustion turbine capacity. 

See pages 2 of 3 fox a graphical coinpaison of lire-cycle costs of the proposed coiitract arid 
recent projections for CT aid CC capcity, mid  page 3 of 3 for key assumptions iised iii 

cleveloping the CT aiid ClC lice cycle costs. Coi~deiitial piotectiou of portioiis of the nttacluiicrit 
is being requested in the foiiii of il Motion for Confidential Treahieiit. 

WHTNXSS: Scott C: Weaver 



Exhibit SCW- 1 R 
(PUBLIC) 

I<PSC Case No. 2009-00459 
IWC, 1st Set of Data Requests 

Order 
Item No 15, Public 2 Page 2 of 3 

0 
Capadey Factor - % 

-- -New CC 
_- 
7- New CT 

- -New CC $llinmBTu Gas Price Reduction 
E DeKalbPPA - *-New CT $l/mniBTu Gas Price Reduction 



Exhibit SCW-1R 
(PUBLIC) 

KPSC Case No 200900459 
KIUC 1st Set of D a h  Requests 

Order 

Page 3 or 3 

P E P  SYSTEM-EAST ZONE 
New Generation Technologies 

Key Supply-Side Resource Option Assumptions (a)(b)(c) 
- - - - ~ - _ _ I _  . 

C a p a b i l i t y  (MW) Installed Trans. Full Lo2d Variable Fixed Emission Rates 
{Unforced Coliacitv) Cost(d) Cost(c) Heat Rate O&bl O&M SO2 NOx co2 

Type Std.150 Winlet Slimmer [S/iWJ [ $flW) (HHV,Rlii/lcVa) [S/t4Wi) [$/I(W-vr-yr) (Lb/mmQ!u) (LbhinBtu) (Lb/mmetuL*- 

Intermediate 
Combined Cycle (S I  GE7FA, w/ Duct Firing) 550 598 545 00007 0008 1 l G O  

Peaking 
Coinbuslion Fuhine (4x1 GE7FA) G27 652 600 00007 0033 1160 

FIole~: (a) Mal ied cos!, capability and heal rale numbers have been rounded 
(b) All COSIS In 2008 dollars 
(c) $kV/ costs are basod on tlnrorccd Cepncily~ 
(0) Tolal Pianl 8 lnlerconnectlon Cos! vdAFU0C 
(e) Transmision Cos! (SlkW,w/AFUCC). 



Exhibit SCW-2R 
(P u BL.1 C)  

Is tlic company aware that ccoPower Generation, LLC j"ecoPower"] has filccl an application 
with the ICeiitucky State Boaicl on Electiic Geiiciatioii aiid Traiisiiiission Siting seeking approval 
for constiuction o l  a 50 MW iiiercliaiit geiieratioii plait that ivoulcl utilize low grade wood and 
wood waste for fitel'? 111 your response, please consider the coiiipaiiy's respoiisc to KKJC 1-9. 

a. 

b. 

C. 

d . 

e. 

f .  

Is the coiiipaiiy aware that ecoPower proposes to sell its geiicratioii to AEP? 

I€ AEP agrees lo pi~rcliase such generation, will tlie iieccl for [lie wind-generated pom7er 
which is the subject ofthe instant case decrease or be eliiiiinatcd? 

Docs the company have aiiy cost piojcctioiis for tlic power llial would be gcncrated rroiii 
ecoPoTver's plant contrasted with the cost for tlie wiiicl-generated power? If'iiot, will the 
conipany agree to suppleiiieiit its rcspoiise to this request i n  the event any such cost 
projections are iiiadc? Please iiiclude in your ralculatioiis the dif'rereiice i n  traiisinissioii 
costs in tlie ecoPoner optioii ns conti asted witli traiisiiiissioii costs for the wid-generated 
power. 

Ti1 tlie eveiit the cost fix power li.oiii ecoPowei's facility is less cspciisive than tlic 
winrl-.generated power the coiiipaiiy proposes to purcliasc under the subject coiitracts, 
does thc coiip~iiy lbresee any possibility of caiicclliiig tlic .wind contracts aiicl replacing it 
with the powcr from ecoPower? Why or why not? Explain in clctail. 

Cali the coiiipaiiy negotiate aiiy provisions with thc o w e n  o C the wind geiieration farin 
allowing tlie coiiipaiiy to terminate the wiiirl contracts in thc cvciit the price Cor ecoPower's 
generation is less expeiisivc thaii the tvintl-generated powei ? Why or Why not? Explain in 
cle tail. 

Would it be more feasible for the PSC to wait for adclitioiial iiiforiiiatioii regarding 
ecoPower's proposals be.fore approving the contracts which are the su1)ject of the instant 
case? 



g. Do AEP, TCenluclcy Power, or any of its olficei-s, eiiiployees or other principals have any 
affiliation or I‘iiancial interest of any type or sort with ecoPowcr? 

11. In the event ICeiitucky Powei does iiot utilize ecoPo~vcr’s generation output, is i t  
coiiceivablc that other AEP subsidiaries will use it? If so, do Keiitucky Poiwr and/or any 
other AEP subsicliaiy staiict to receive aiiy financial gain ol‘aiiy type or sort, iiiclncling but 
not liiiiitecl to transmission costs aiid ofLsysteiii sales, li-oiii ccoPower’s sale of power to 
AEP? 

RESPONSE 

(a) (c). Follo\viiig the Company’s origiiial iilecl respoiise, a consultant rcpreseiiting the biomass 
project developer coiitacted the Coiiipaiiy and prov i cled estimated pi icing Lor the 
proposecl biomass project. The deidoper’s preliiiiiiiaiy target price for energy, capacity, 
REC aiid any J’LitiLre caiboii cost redLictioii value for plant output over a Icvelized tnciity- 
year term raiigcs lioiii 
DeICalb wind Power 1’ se Agreement (PPA) we 
the initial year, and a levclizcd twenty-year price of 
suppoitiiig details Lor the above pricing in its responses to ICPCS 1-14 (2OOC)-OO‘ i45)  aiicl 
KIUC 1 “1 5 (2009-004 59), respectively. 

/MWh. This target pricc conipa 
1 average price o 
RilWh. ‘Thc Coli 

Thc cleveloper’s proposed bioiiiass proj cct and [lie Company’s proposed wind-generated 
PPA each provide n btuidled producl cleliverecl to tlic PJM rtitercoiinection. The oiitpul. 
fioiii botli projects is subject lo PJM Locatiotial Marginal Pricing (LMP). 

‘The responses to subparts ((7) and (d).-(h) remain .unchanged. 
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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of 

THE APPLICATION FOR APPROVAL, OF 
RENEWABL,E ENERGY PTJRCHASE AGREEMENT ) 
FOR WIND ENERGY RESOTJRCES BETWEEN ) Case No. 2009-00545 
KENTUCKY POWER COMPANY AND FPL ILLINOIS ) 

) 

WIND, L,LC ) 

* * * * * * * *  

MOTION FOR CONFIDENTIAL TREATMENT 

Kentucky Power Company (”Kentucky Power” or “the Company”), moves the 

Commission pursuant to KRS 61.878(1)(~)(1) and 807 KAR 5:001, Section 7, for an Order 

granting confidential treatment to information included in exhibits to the proposed rebuttal 

testimony of Company witness Scott C. Weaver. 

The exact information the Company seeks confidential treatment for is already part of 

pending requests for confidentiality before the Kentucky Public Service Commission in this case 

and in case number 2009-00459. In support of its Motion for Confidential Treatment Kentucky 

Power states the information for which confidential treatment is being sought (“Confidential 

Information”) is: 

1. SCW-IR- A proposed biomass facility in Kentucky’s preliminary target price for 

energy in connection with its proposed biomass project. This information was included in a 

request for confidential treatment on April 27,201 0 as part of a supplemental answer to the 

Attorney General’s third question is his second set of discovery in this case. 



2. SCW-2R- The portions of a graph and supporting data to form a comparison of 

wind costs to an internal estimated installed cost, transmission costs, the full load heat rate, 

variable O&M and fixed O&M of natural gas combined cycle and combustion turbine 

alternatives. This information was included in a request for confidential treatment on April 27, 

2010 in response to the Kentucky Industrial TJtility Customers Question 15 in its first set of 

discovery (KITJC 1-15) in case number 2009-00459. 

3. Pursuant to 807 KAR 5:001, Section, 7, a confidential copy of each exhibit for 

which confidential treatment is sought is filed under seal with this motion. In addition, redacted 

copies of the exhibits are filed with the Company's Motion and Proposed Rebuttal Testimony. 

Statutory Standard 

3. KRS 61.878(1)(~)(1) excludes from the public disclosure requirements of the 

Open Records Act: 

"[rlecords confidentially disclosed to an agency or required by an agency to be 
disclosed to it, generally recognized as confidential or proprietary, which if 
openly disclosed would present an unfair commercial advantage to competitors of 
the entity that disclosed the records. 

The Confidential Information satisfies this exception. 

The Information Is Generally Recognized As Confidential And Proprietary 

4. The Company attached the previous filings and affidavits seeking confidential 

treatment of the same documents. The filing in case number 2009-00459 includes the affidavit of 

Scott C. Weaver in support of the confidentiality of the exhibit labeled in the rebuttal as SCW- 

1R. The filing in case number 2009-00545 includes the affidavit of Jay F. Godfrey in support of 

the confidentiality of the exhibit labeled in the rebuttal as SCW-2R.' As Mr. Godfrey and 

Mr. Weaver testify, the Confidential Information is generally considered confidential and 

2 



proprietary. Affidavit of Jay F. Godfiey at 7 4 (“Godfrey Affidavit”), Affidavit of Scott C. 

Weaver at 7 5 (“Weaver Affidavit”). The Confidential Information is not available to or 

ascertainable by, persons outside Kentucky Power or American Electric Power Service 

Corporation (“AEPSC”) (Collectively, “the Companies”) by proper means other than on a 

confidential basis. Godfrey Affidavit at 7 9, Weaver Affidavit at 7 1 1. Indeed, the Confidential 

Information derives economic value fiom the fact it is not generally known to persons who can 

obtain value fiom its disclosure. Godfrey Affidavit at 7 9, Weaver Affidavit at 7 1 1. 

5. In light of the confidential and proprietary nature of the information AEPSC and 

Kentucky Power take all reasonable efforts to protect it from public disclosure. Godfrey 

Affidavit at 7 10, Weaver Affidavit at $I 12. Among the measures taken are limiting access to 

this type of information within the companies to only those persons with a legitimate need to 

access the information, protecting against disclosure outside the Companies, and entering into 

confidentiality agreements to protect against disclosure by persons outside the Companies who 

are afforded access for legitimate purposes. Id. 

Disclosure Of The Confidential Information Will Result in An 
Unfair Competitive Advantage To The Competitors Of Kentucky Power 

6. The Confidential Information, if disclosed to competitors of the Company, or 

otherwise made publicly available, would provide an unfair competitive advantage to 

competitors of the Company. The Confidential Information therefore is entitled to protection 

from disclosure by the Commission. Specifically, the public disclosure of the Confidential 

Information would be detrimental to Kentucky Power by: 

a) Provide the public the Company’s competitive assumptions and/or negotiated contract 

terms concerning a natural gas combined cycle and combustion turbine (SCW-1R). 

The Company refers to and incorporates by reference the affidavits already on file with the Commission in this 

3 



b) Establish certain benchmarks in future negotiations, thereby potentially increasing 

costs incurred by customers of Kentucky Power and its affiliates (SCW-1R). Weaver Affidavit 

at 1 7. 

c) Permit other purchasers to benefit from Kentucky Power’s efforts in negotiating the 

REPA and “cherry-pick” the most advantageous contracts and terms to Kentucky Power’s 

competitive disadvantage (SCW-1R). Weaver Affidavit at 1 7. 

d) Increasing the cost of these sources (SCW-2R). Godfrey Affidavit at 7 7. 

e) Disclosure could discourage other generators from interacting with the Company to 

discuss future potential sources from suppliers, because the Confidential Information was 

provided based upon the understanding the information would not be publicly disclosed. 

Godfrey Affidavit at 7 8. 

7. The renewable energy market is extremely competitive. Weaver Affidavit at 1 6. 

Information such as proposed pricing of a new generator could affect the bargaining between 

potential sellers and purchasers, and provide competitors of Kentucky Power an unfair 

competitive advantage. Godfrey Affidavit at 1 6, Weaver Affidavit at 1 7 .  The Commission 

previously recognized that terms of power supply agreements that included pricing were 

confidential in this case in a Commission letter dated February 1 1 , 20 10 and filed in this docket 

on February 12,2010. 

Wherefore, Kentucky Power Company respectfully requests the Commission grant 

confidential treatment to the information described in Paragraph 1 of this Motion. 

case and Case No. 2009-00459. 
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COUNSEL FOR: 
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CERTIFICATE OF SERVICE 

I hereby certify that a copy of the foregoing was served by first class mail, postage 
prepaid, upon the following parties, this 30th day of April, 20 10. 

Dennis G. Howard, I1 
Office of Attorney General 
Division of Rate Intervention 
1024 Capital Center Drive 
P.O. Box 2000 
Frankfort, Kentucky 40602-2000 

Michael L. Kurtz 
Boehrn, Kurtz & Lowry 
2 1 10 CBL,D Center 
36 East Seventh Street 
Cincinnati, OH 45202 
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