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COMMONWEALTH OF KENTUCKY 

BEFORE THE PTJBLIC SERVICE COMMISSION 

In the Matter o f  

The Application of Kentucky Power ) 
Company to Withdraw Its Tariff RTP ) 
Pending Submission by the Coinpany j Case No. 2012-00226 COMMISSIObJ 
And Approval by the Cominissioii of j 
a New Real-Time Pricing Tariff 1 

P U B 1-1 C S E. RV I C, E 

PETITION FOR CONFIDENTIAL TREATMENT 

Kentucky Power Company (“Kentucl<y Power”) moves the Commission pursuant to 807 

KAR 5:001, Section 7, for an Order granting confidential treatment to Exhibits one though ten 

of the Rebuttal Testimony of Ranie K Wolmhas. 

Pursuant to 807 KAR 5:001, a highlighted original of the exhibits containing confidential 

information is filed with this petition. Ten redacted copies of tlie exhibits also are being filed. 

A. Mr. Wohnhas’ Testimony And Exhibits And The Statutory Standards. 

Mr. Wohnhas’ exhibits detail customer-specific information concerning purchases of 

electricity from Kentucky Power by ten customers during July and August 201 1 and 20 12. 

Kentucky Power does not object to providing to the Commission the confidential 

information. However, the information should be afforded Confidential treatment. 

KRS 61.878( l)(c)( 1) excludes from the Open Records Act: 

Upon and after July 15, 1992, records confidentially disclosed to an agency or 
required to be disclosed to it, generally recognized as confidential or proprietary, 
which if openly disclosed would permit an unfair commercial advantage to 
competitors of the entity that disclosed the records. 



This exception applies to those portions of Mr. Wolmhas’ exhibits for which confidential 

treatment is sought. 

R.  The Nature of Kentucky Power’s Iniury that Will Result from Disclosure of 
the Confidential Inforniation. 

The information for which confidential treatment is being sought involves the energy 

usage and cost for industrial entities in competitive inarltets such as petroleum refining, energy 

production and transport, steel production, and chemical manufacture. Energy costs can 

represent a substantial portion of the cost of these customers’ products. Such information is 

considered confidential information by Kentucky Power, its customers, and, Kentucky Power 

believes, the industries involved. Disclosure of the exhibits will place the energy costs of the 

industrial custoiners in the public doniain and thereby place the customers at a commercial 

disadvantage. This threat could have the effect of discouraging these and other industrial and 

coniinercial customers from locating or expanding in Kentucky Power’s service territory. 

C. The Information Is Generally Recognized As Confidential and Proprietary. 

First, the inforniation contained in the exhibits to Mr. Wohnhas’ testimony are “generally 

recognized as confidential or proprietary.” The exhibits detail sensitive information that is 

treated as Confidential by Kentucky Power and its customers. Dissemination of the information 

for which confidential treatment is being requested is restricted by Kentucky Power and AEPSC. 

The Company and AEPSC take all reasonable measures to prevent its disclosure to the public as 

well as persons within the Company who do not have a need for the information. It is Kentucky 

Power’s understanding that the information is similarly restricted by the affected customers. 
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D. Disclosure Of The Information Will Result In An Unfair Commercial 
Disadvantage for Kentucky Power. 

In general, the disclosure of tlie confidential information will place Kentucky Power at an 

unfair commercial disadvantage. Energy costs represent a significant component of the costs of 

operation for many of Kentucky Power’s large industrial customers. These customers require 

Kentucky Power to maintain this information as confideiitial, presumably because public 

dissemination would place them at a commercial disadvantage vis-a-vis their competitors. If this 

information is required to be disclosed publicly then industrial customers will be less likely to 

locate or expand iii Kentucky Power’s service territory. The impaired ability to attract such 

customers will place Kentucky Power at a competitive disadvantage as compared to electric 

utilities riot subject to this disclosure requirement. 

E. 

The records requested in KIUC 1-1 are by the terms of the request required to be 

The Information Is Required To Be Disclosed To An Agency. 

disclosed to the Commission, a “public agency” as that tenn is defined at KRS 61.870( I ) .  

Wherefore, Kentucky Power Company respectfully requests the Commission to enter an 

Order: 

1.  According confidential status to and withholding from public inspection those 

portions of Exhibits one through ten of Mr. Wohnhas’ testimony for which confidential treatment 

is sought; and 

2. Granting Kentucky Power all further relief to which it may be entitled. 
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Respectfully submitted, re-'"- ---'A. 

Mark R. Overstreet 
R. Benjamin Crittenden 
STITES & HARBISON PL,L,C 
421 West Main Street 
P. 0. Box 634 
Frankfort, Kentucky 40602-0634 
Telephone: (502) 223-3477 

COUNSEL FOR KENTUCKY POWER 
COMPANY 

CERTIFICATE OF SERVICE 

I hereby certify that a copy of the foregoing (along with redacted copies of the 
information for which confidential treatment is sought) was served by first class mail, postage 
prepaid, upon the following parties of record, this Snd day of October, 2012. 

Jennifer B. Hans 
Dennis Howard I1 
L,awrence W. Cook 
Assistant Attorneys General 
Office for Rate Intervention 
P. 0. Box 2000 
Frankfort, KY 40602-2000 

Michael L,. Krirtz 
Kurt J. Boehin 
B o e h ,  Kurtz & Lowry 
Suite 1510 
36 East Seventh Street 
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ICATION 

The undersigned, David M. Roush, being duly sworn, deposes and says he is the Director 
Regulated Pricing and Analysis, that he has personal knowledge of the matters set forth 
in the forgoing testimony and the information contained therein is true and correct to the 
best of his information, knowledge and belief 

David M. Roush 

STATE OF OHIO 

COUNTY OF FRANKLIN 

1 
) Case No. 2012-00226 
) 

Subscribed and sworn to before me Notary Public in and before said County 
and State, by David M. Roush, this the 3 day of October 2012. h? 

16 My Commission Expires: &bbC /, J d / b  - 



VERIFICATION 

The undersigned, Raiiie I<. Woliidias being duly sworn, deposes and says lie is the 
Managing Director Regulatory and Fiiiaiice for Keiituclty Power Company, that he lias 
persoiial knowledge of the matters set forth in the forgoing testimony aiid the inforination 
contaiiied therein is true and correct to the best of his information, Itnowledge, aiid belief. 

RANIE I<. WOHNHAS 

COMMONWEALTH OF KENTUCKY ) 
) CASE NO. 2012-00226 

COUNTY OF FRANKLIN ) 

Subscribed aiid sworn to before me, otary Public in and before said County 
and State, by, Raiiie IC. Woliidias, this the day of October 20 12. 

My Coiiiiiiissioii Expires: 
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ss. 
My name is David M. ROLIS~I. My business address is 1 Riverside Plaza, Coliunbiis, 

Ohio 43215. 

A U E  

I ani eniployed by the Ainericaii Electric Power Service Corporation (AEPSC) as 

Director-Regulated Pricing a~ id  Analysis. AEPSC supplies engineering, financing, 

accounting, and planning and advisory services to the eleven electric operating 

coinparlies of the American Electric Power System (AEP), one of which is Kentucky 

Power Company (Kentucky Power, KPCo or Company). 

I gradiiated froin The Ohio State IJniversity (0St.J) in 1989 with a Bachelor of 

Science degree in mathematics and a computer and information science minor. In 

1999, I earned a Master of Business Administration degree from The University of 

Dayton. I have completed both the EEI Electric Rate Fundamentals and Advanced 

Courses. In 2003, I conipleled the AEP/OSIJ Strategic Leadership Program. 111 1989, 

I joined AEPSC as a Rate Assistant. Since that time I have progressed tluough 



-3 

1 

2 

1 

4 

s A. 

6 

7 

8 

9 

10 A. 

11 

12 

13 

14 

1s 

16 

17 

18 

19 

20 A. 
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various positions and was promoted to my current position of Director-Regulated 

Pricing and Analysis in June 20 10. 

AS CT GUL 

My responsibilities include tlie oversight of the preparation of cost of service and rate 

design analysis for the AEP System operating coinpaiiies, and oversight of the 

preparation of special contracts and pricing for customers. 

A 

Yes. I have submitted testimony before the Public Service Commission of Kentucky, 

Indiana Utility Regulatoiy Commission, Michigan Public Service Conxnission, tlie 

Public Service Coinmission of West Virginia and the Public LJtilities Conxnissioii of 

Ohio. With respect to tlie Public Service Coininissioii of Kentucky, I have testified in 

a niinber of cases, iiicludiiig Case No. 2006-00045 which considered the 

requirements OC the Federal Energy Policy Act of 2005 regarding time-based 

metering, demand response, and interconnection service, and Case No. 2009-004.59 

which extended tlie Company’s voluntary real-time pricing program (ccRTPyy, Tariff 

RTP) for ai additional three years through June 2,O 13. 

YOU su IS CASE? 

No, I did not. 



I A. 

2 

3 

4 

S 

G 

7 A. 

S 

9 

10 

11 A. 

12 

13 

14 

1s 

16 

17 

1s 

19 

20 

21 

22 

23 

Tlie purpose o€ my rebuttal testimoiiy is to respond to the testimony of Kentucky 

Industrial Utility Customers, Iiic. (ICIUC) witness Baron in Case No. 2,012-00226 

coiiceriiing Tariff RTP’s capacity charge, the tariffs ob.jective, aiid the 

iinpleinentation period as a result of the setlleinent in Case No. 2009-00459. 

x. 
A s HNG? 

No. 

ENT AN 

In Case No. 2006-00045 I provided testiinoiiy to present the Coinpaiiy’s position and 

provide information to tlie Coinniission to assist in its consideratioii of the 

requirements of tlie Energy Policy Act of 2005 (EPAct ZOOS), Subtitle E Sectioii 

1252, Sinart Metering wliicli entails time-based metering and deiiiand response. In 

that case the Conmission directed tlie jurisdictioiial utilities to develop voluntary 

real-time pricing program for the large coimiiercial and industrial customers. 

In Case No. 2007-001 66 the Coinpaiiy submitted an application to iiiipleiiieiit 

a voluntary real-time pricing pilot program, Tariff RTP. That case defined the tei-nis 

and conditions of Tarifl‘ RTP. Tlie Conmission then approved the proposed pilot 

RTP program. While I was not a witness in this case, the ternis and conditions of 

Tarif€ RTP were developed under my direction aiid I ain fainiliar with both tlieni and 

the Company’s intent. 

In Case No. 2009-00459, wliicli extended Tarilf RTP for an additional tlme 
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years tlxougli Jiiiie 2,013, I provided testiniony to suppoi? the design of tlie rates for 

each tari€f. I also supported tlie I(LPCo team that negotiated tlie settlement agreement 

which established the current implementation period for Tariff RTP. 

Yes. This tariff was developed with the iiiteiit that the tariff would allow and 

encourage large coimiiercial and industrial customers to sliifi their load to take 

advantage of Tariff RTP. 

ENC G CUST NGAGE IN L 

CC TE? 

Far fioin it. It was never Kenlxicky Power’s intent that ciistomers tale service under 

Tariff RTP without also shirting some portion of their load iii response to pricing 

signals. This linkage between real-time pricing was made clear by nie as early as my 

testimony in Case No. 2006-00045 in which I noted, in discussing the low levels of 

pavticipatioii in the Company’s existing time-based pricing and load iiianagemeiit 

programs, “most custoiiiers lime decided that the economic rewards associated with 

participating in tlie various tiiiie-based programs do not oritweigh the iizcoiavenimace 

of cost‘ nssock&d rvith chrsnghg their eisnge charncter~st~cs.” (Direct Testimony 
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a i d  Exhibits of David M. Roiish, In the Matter 08 Consideration Of The 1 

Requirements For The Federal Energy Policy Act Qf 2005 Regarding Tim-Rased 

Metering, Deinand Response And Interconnection Service, 2006-00045 at 5 (Filed 

2 

3 

May 18,2006) (enipliasis supplied). 4 

Kentucky Power’s understanding of this liidtage was streiigtheiied by its S 

reading of the Commission’s December 21, 2006 Order directing Kentucky Power to 6 

develop a voluntary real-time pricing tariff €or its large coimiiercial and industrial 7 

8 custoiners : 

The Coinmission believes that some o f  the large commercial arid 
iiidustrial custoiners of the other [than Duke Keiitucky] jurisdictional 
utilities may benefit from real-time pricing tariffs because sucll 
customers have greater operating flexibility aiid, therefore, greater 
ability to modify their consumption pattenis. 

9 
10 
11 
12 
13 
14 
1s Order, In the Matter 03 Consideration Qf The Reqaiireiizents For The Federal 

Energy Policy Act Qf 200.5 Regarding Time-Based Metering, Deiiiand 16 

Response And Iiitercoranection Service, 2006-00045 at 13 (Ky. P.S.C. 

December 21,2006). 

17 

18 

Finally, Mr. Baron reads tlie language of the tariff out of context. 19 

20 

First, nothing in the program description section of the tariff from which Mr 21 A. 

Baron quotes suggests that “the ability to experiment in the wliolesale 22 

electricity niarltet by designating a portion of the custoiner’s load subject to 

standard tariff rates with tlie reinaiiider of the load subject to real-time prices” 24 

was iiiteiided by Kentucky Power as a distinct aiid indepeiident objective of 2s 

tlie experiiiieiital program. Mr. Baron reaches his conclusion only by reading 26 
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tlie sentelice in isolation and without explanation. In fact, as the inxnediately 

preceding sentence malm clear, Kentucky Power intended that Tariff RTP 

serve as a vehicle by which large industrial and conxnercial custoiiiers could 

inanage their electric costs “by shifting load from liiglier cost to lower cost 

pricing periods or by adding new load during lower price periods.” The two 

adjoining sentetices, as with any document, rnust be read together. When so 

read, the ability to experimeiit in the wholesale electricity market is simply a 

concomitant benefit of managing electricity costs by sliifting load. 

Second, it is my understanding that Kentucky law generally prohibits 

retail electric competition. Outside of managing electricity costs through 

load-shifting, gaining experience in wliolesale electricity markets in the 

abstract, as Mr. Baron suggests, is rneaiiiiigless except iii a few extraordinary 

situations. 

Finally, Mr. Baron overloolts a portion of the very sentence upon 

which he pui-ports to rely. It provides in full “[t]lie experimental pilot will 

also offer the customer the ability to experiment in tlie wholesale electricity by 

desigitatiizg c& portion of the cirstonzes ’s load subject to the starzdasd tasgf 

sates with the renzairuler of the Iond subject to sed-time prices.” Yet eight 

of the ten customers taking service under Tariff RTP failed to designate any 

load as subject to standard tariff rates. If tlie sentelice were a distinct 

objective as Mr. Baron testifies eight of his ten clients would be ineligiblc 

even under his reading of the tariff. 
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Yes. The capacity charge is based on the PJM Iiitercoiuiection Reliability Pricing 

Model (RPM) capacity auction clearing price, which is updated by PJM for each PJM 

planning year. These prices are known t h e e  years in advance o€ each planning year. 

At tlie time of the agreement in Case No. 2009-00459, the PJM capacity price for the 

20 12/20 13 planning year was known. 

No. Wliile the capacity cliarge is a major coiiiponent of tlie billing calculation for 

Tariff RTP, otlier components are also included in the total bill calculation. These 

include the energy charge, which is based on locational marginal energy prices 

(LMP), and the transiiiission charge, which is based on the AEP East Zone Network 

Integration Transmission Service (NITS) rate. At tlie time of the settlement 

agreement, May 2010, energy prices had been and were expected to continue to be 

within a range that would have made Tariff RTP attractive primarily to participants 

that shifted load to lower priced olf-peak periods. Further, the cost of transmission 

service under Tari€f RTP was expected to increase over tlie period, and did increase, 

based upon the expected growth in transmission investment. I-Iowever, the decline in 

energy prices since the May 2010 settlerneiit was not known. The decline in average 

inonthly LMPs is shown in the chart below. 
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Average Monthly LMPs 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

$75 

$70 

$65 

$60 

$55 

$45 

$40 

$35 

$30 

$25 

I I I I I I  I I I I I I I I I I I I  
-1 : ’ 

/ I l l  1 1 1 1  

I / / i l / I  

l l l l l l l l l l  

& & & & m m m m m m m m m m m m  o o o o o o o o o o o o o o o o z z z z z z T T T z z ~ 2 2 2 ~  
c m - o n  L c m x  o n  e m ”  v n  k c  y t j  o n  k c  m t j  o n  c m  

Month Year 

~ ~ 8 ~ ~ g ~ ~ o ~ ~ $ ~ ~ g ~ ~ , ~ , ~ ~ ~ , ~ ~ o ~ ~ ~ ~ ~  

As you can see, energy prices in the first nine months of 2012 have averaged 

12 approximately 2 1.7% lower than tlie corresponding period in 201 0, which includes 

13 the date of the settlement. 

14 (. AT PAGE 16 OF R. BARON STATES ‘‘ 

15 P LEV 

16 SSES BIN CAPACITY 

17 c ? 

18 A. Not really. Kentucky Power understood that it was assuming some risk iii connection 

19 with capacity charges aiid LMP-based energy charges. But it was not tlie one-sided 

20 “roll of the dice” Mr. Baron seeks to portray. In rettirii for this risk, ICentuclcy Power 

21 aiid its other custorners would reap tlie benefits of larger illdustrial and coiniiiercial 
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2.2 

23 

custoiners sliifting some poi-tion of tlieir load from higher-priced to lower priced 

periods, or adding iiew load during lower-priced periods. Under traditional cost-of- 

service principles, custoiners sliould benefit froni reduced rates only wlien they take 

actions that reduce tlie cost of providing service to them; they should not “free ride” 

and receive a beiiefit without taking action. When free-ridership occurs, tlie utility 

and its other customers are harmed. Absent the benefit of coimnensurate cost- 

reductions, Tariff RTP becomes a one-sided gamble that tlie Company did not and 

would not take. Also, even with tlie reduced energy prices such as occui-red in mid- 

2009, the shifiing of load and the resulting reduction of on-peak usage would benefit 

all customers and tlie Conipany. The Company considered this a reasonable bargain. 

mia t  is neither reasonable nor in the public interest is for Kentucky Power to sustain 

the lower revenues because of the most recent drop iii energy prices witliout any 

offsetting bcnefit froin load-sliifiing. 

A. No. During tlie first four yeas  Tariff RTP was available, not a single custoiner took 

service under it. That in itself suggests that the program was unsuccessful given that 

it originally was slated to be a three-year experiment. Although ten custoiners are 

now taking service under ‘I‘arilf RTP in its final year, none, as Mr. Wolxdias testifies, 

have shifted any load in response to price signals. As a result, some of tlie largest 

industrial entities in Kentucky Power’s service territory are benefiting by receiving 

below cost service at the expense of Kentucky Power and without any benefit to 

Kentucky Power or its other customers. Such a result is unreasonable and not in tlie 

public interest. 
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1 

2 N AN ss A ss. 

3 A: My name is Ranie I<. Wohhas. My position is Managing Director, Regulatory aiid 

4 

5 

6 AS T 

Finance, Kentucky Power Company (Keiitucky Power, ICPCo or Coiiipany). My 

busiiiess address is 101 A Enterprise Drive, Franlcfoi4, Kentucky 40602. 

7 

s A: Yes. 

9 

10 ? 

11 A. Tlie purpose of my rebuttal testimony is to respond to Ihe testimony of Kentucky 

12 Industrial Utility Customers, Iiic. (ICI'LJC) witness Baroii coiiceriiiiig Kentucky 

13 Power's proposal to withdraw its existing Tariff RTP and to establish proposed Rider 

14 

15 

RTP in Case No. 2012-00226. 

16 . A  5 

17 A. Yes. I ani spoiisoring the following ten exhibits. For each custoiiier taking service 

13 under Tariff RTP the exhibit contains a comparison of the hourly loads between 20 1 1 

19 and 2012 for July 1 tluough August 31 and the hourly load changes and prices for 
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22 

July 1 though August 31, 2012. The exlibit also presents a comparison of the 2012 

loads and prices for the July and August highest and lowest priced days. 

RKW Exhibit No. 1 , Catlettsburg Refining. 

RKW Exhibit No. 2, Air Products & Cliemicals. 

RI(W Exhibit No. 3, AK Steel Corp. 

RKW Exhibit No. 4, EQT Jeidcins. 

RT(W Exhibit No. 5, EQT Oliver. 

RT( W Exhibit No. 6, EQT Blackberry. 

RKW Exhibit No. 7, EQT Myra. 

RKW Exhibit No. 8, EQT Perry. 

RKW Exhibit No. 9, EQT Right Beaver. 

(1 0) RK W Exhibit No. 10, EQT Rocldnouse. 

IV. u 

No. In the Program Description the Company uiiaiiibiguously indicated that the tariff 

was intended for those customers who co~ild and would inanage their load: 



RICW - 

1 
2 
3 

4 

8 

9 A. 

10 

11 

12 

13 A. 

14 

1s 

16 

17 

18 

19 

20 

21 

22 A. 

23 

The RTP Tariff will offer custoiners the opportunity to manage their 
electric costs by shifting load from higher cost to lower cost pricing 
periods or by adding new load during lower price periods. 

It is difficult to coiiceive how the Company could have more clearly outlined that 

goal. 

No. Any tariff that allows a custoiner to respond to price signals by moving or 

adding load to lower price periods, as does Tariff RTP, encourages load shifting. 

Tariff RTP became effective June 1 , 2008. During the first four years of its existence 

(which is one year longer than its original experimental period) 110 customers took 

service under the tariff. 

No. Two different assessinents are available to show that this tariff has not 

accoiiiplished its goal. First, Tariff RTP was available for four years before any 

24 customer elected to tale service under it. Given the fact that the initia1 experimental 
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period established by tlie Conmission was only thee  years, that is a clear signal that 

tlie tariff was not working and demonstrates that customers were uiiwilliiig or unable 

to manage their load in response to pricing signals as was the intent o f  the tarif€. 

Second, since early JUIY wlien ten custoiiiers began taking service under this 

tarifi, it appears none have made any attempt to manage its load or sliict deiiisuid. hi 

analysis of these two months is discussed later in my rebuttal testimony. 

Again, no. The tariff was designed to encourage customers to shift or add load to 

lower price periods. The inquiries did not shift one megawatt o€ load during the first 

four years the tariff was available. 

TEN CUST 

E$ 9-10 T 

There are two reasons. First, prior to any o€ the current Tariff RTP customers sigiling 

tlie contract to take service under Tari€€ RTP, I was told by representatives o€ 

Catlettsburg Refining (Marathon) that Marathon lacked the ability to sliift load. It 

also was my understaiidiiig from some of tlic other Tarif€ RTP customers that they did 

not intend to modify their operations in response to price signals. 
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22 

A. ICeiitucky Power now lias the results of the first two months of operations under 

Tariff RTP. They indicate that no customer taltiiig service under Tariff RTP lias 

shifted or added load to lower price periods in response to price signals. 

EF 

A. The driving factor in iiialtiiig an ecoiiorriic decision 011 the amount of load to shift is 

the price signals. The stronger the price signals the greater the benefit that can result 

from responding and the greater the incentive to do so. With regard to Tariff RTP 

these LMP price signals are typically greatest during the hot summer months when 

demaiid is high. This was the case in J ~ l y ,  and in response there was no attempt by 

any Tariff RTP participant to shift load. Given such a strong incentive, it is difficult 

to understcand what other factors could encourage these customers to shift load during 

the reiiiaining months of the year. Therefore, two inoiilhs of data provide an adequate 

basis to conclude that the tariff lias failed to accoiiiplish its goal. 

Q. 1s 

A. No. Although data on each Tariff RTP participant’s efforts to shift load, including 

the actions talteii, would be helpful, iioiie was provided wlieii requested. 
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The Company reviewed tlie loads of tlie ten Tariff RTP customers €or July aiid 

August 2012. Customer specific loads were cornpared to loads from tlie same tinie 

period one year earlier, arid to the corresponding LMP market prices. 

Results for tlie ten custoiners, shown on Exhibits RI(W 1 tlxougli 10, showed 

no change in usage patterns and no response to niarltet prices even though prices 

spiked to several hundred dollars per ltilowatt hour several times iii July. This 

strongly suggests that none of these customers shifted their load to lower price 

periods. Moreover, while the Company has no way of luiowing of any internal efforts 

inade by individual custoiners to shift load during these periods, it appears nolie OC 

tlie custoiners have inade aiiy attempt to sliift or to add load to lower price periods 

since being placcd on this Tariff. 

s 

P 

OA CE s 

Yes. As an example, if a i y  of these custoiiiers had any intention of shifting load to 

manage their energy usage, this would have occurred in July when price signals were 

high. Dwing July, hourly LMP prices spilted to between $100 and $200 /ltWli 20 

times, to between $200 and $300 /kWh 10 times, and to over $300/ltWh 4 times. A 

review of each OC tlicse 10 CListoincrs’ loads duriiig these high priced hours shows that 

no attempt was made to inanage tlieir energy usage. The lack of response to such a 

strong iiiceiitive clearly shows they were unable to shift or inanage load Further, it 

would be unreasonable to expect aiiy effoit to do so in tlie reinaiiiiiig months o€ tlie 
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year when price signals are typically not as strong. In addition, it is significant that 

although Mr. Baron argues for data collection tlxougli at least June, 201 ’3 so that data 

can be collected “regarding the impact of taltiiig service under Tariff RTP on energy 

usage”, he failed to identify plans by any of the ten Tariff RTP custoiners to shift or 

add load to lower price periods. 

-s ING, A NG 

T UCK TS S? 

No. The ten customers cull-ently participating in Tariff RTP are benefiting tlxougli 

lower capacity and eiiergy prices; however, because no load has been shifted, other 

customers across the KPCo systeni are not benefiting from reduced KPCo demand. 

Moreover, as noted by the Attorney General in Case No. 2007-00166, the shifting of 

load in response to price signals, as the Company intended for participants to do, 

would provide valualde information for noli-participants as well. No lessons can be 

A. 

learned and shared with other customers coiicerniiig methods to shift or add load in 

response to price signals in the absence of the customers talting service under Tariff 

RTP actually doiiig so. 

Q* 

A. Yes. 

coiiimercial or industrial custoiners to inanage their load as was its intent. 

The Coinpaiiy has concluded that this tarif€ has not encouraged large 
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The ten customers currently taltiiig service under Tariff RTP probably would not 

benefit from Rider RTP because of their inability or unwillingness to inanage their 

load. However, tlie ten customers taltirig service under Tariff RTP are not the only 

customers who are eligible for Rider RTP. Other eligible customers who are able to 

modify their load may take service under Rider RTP and benefit from sliifiing their 

load to lower priced periods. 

Under Rider RTP, like Tariff RTP, tlie custoiner must inanage their load, 

balance this against their own production need, and respond to price signals froin the 

inarltet in order to benefit. Simply designating load to Rider RTP without shifting 

load will yield no benefits to Kentucky Power or its other custoiners. 

Mr. Baron very coinpeteiitly destroys a straw man of his own creation. He is able to 

do so only by omitting fo in  his characterization of the Company’s allegation the 

second part of the sentence. Iii fiill, paragraph 9 alleges: 

This drop in the capacity rate Tor the year 2,012-2013 has made it 
economically advantageous for cusioiners to take most, if not all, of 
their load under Tariff RTP without s ~ ~ ~ t ~ ~ ~ ~  tha%  portio^^ of their 
lond io off-peak periods. 
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(emphasis supplied). Like his clients do with Tariff RTP, Mr. Baron simply reads out 

of the allegation anything to do with load-shifting. What he cannot do is rebut the 

simple fact that his clients are benefiting fioni TariiT RTP without managing their 

load. 

It is unclear. Instead, he testifies at page 18 that the true fiiiaiicial impact will not be 

known until June, 20 13. 

No. The Company believes its estimated loss of approximately $10 to $20 million 

over the period o€ July 1, 2012 through June 30, 2013 is still reasonable. While 

actual results show that the JUIY reveiltie fioin the 10 customers 011 Tariff RTP was 

approximately $107,000 higher than it would have been had these custoiners been on 

their respective standard tari€fs, the August revenue was approximately $ 1,199,000 

lower. The approximate break-even reveme in J ~ d y  was a result of the price spikes 

during this montli that I discussed earlier. Given that tlie typically higher sunxner 

season has passed, there is nothing to lead the Company to believe its estimated 

losses are uixealistic. 
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With a siiigle exception that I discuss below, Mr. Baron once again errs. Nothing in 

the Conunission’s Order from which he quotes, or the Conipany’s response to the 

Attorney Geiieral’s Data Request, is at odds with the hindaniental premise of the 

tariff or this application: Tariff RTP was intended to provide an economic incentive 

for large industrial aid coiniiiercial customers to inanage their load by shifting or 

adding load to lower price periods. Without such active management, the tariff 

provides a windfall to participating custoiners with no beiiefit to Kentucky Power or 

its other customers. For exaniple, although Mr. Baron now criticizes the Company 

for petitioning to withdraw the tariff now that custoiiiers are taking service uiider it 

and thus depriving itself and the Cornmission of additional inforination, he overlooks, 

as I discussed above, the fact that if customers do not shiA load there is no 

inforination to beiiefit the Company or other customers. Nor do the Company or its 

custoiners benefit from reduced peaks. 

ICentucky Power elTed in its belief that the “desigiiated market portion will be a direct 

flow tlu-ough of PJM prices.” Specifically, the Conipaliy thought it would be able to 

isolate custoiners on Tariff RTP a id  buy the capacity and energy to serve these 

customers tlxough the P JM retail markets. The Coinpany subsequently learned this 

was not possible. But this iiiisuiiderst~idiiig on the part of Kentucky Power does not 
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3 and its other customers. 

4 TES NY? 

5 A. Yes. 

change the fundamental fact that it is neither reasonable nor in the public interest for 

RTP custoiners to garner a wind€all without a concomitant benefit to Keiitucky Power 
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