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VERIFICATION 

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

STATE OF OHIO 

COUNTY OF FRANKLIN 

Karl R. Bletzaclte i-_-/ 
1 
) CASE NO. 2012-00578 
) 

Subscribed aiid sworn to before me a Notary Public in aiid before said County 
aiid State, by Karl R. Rletzacker, this the t@ day of May 20 13. 

Holly M. Charles 
Notary Public-State of Ohio 

My Commission Expires 
March 7,2016 

Notary Publii 

My Commission Expires: i 



VERIFICATION 

The undersigned, MATTHEW D. FRANSEN being duly sworii, deposes and says he is 
Director, Strategic Initiatives for American Electric Power, that he has personal 
luiowledge of the inaMers set forth in the forgoing responses for which he is the identified 
witiiess and that the information contained therein is true and correct to the best of his 
information, knowledge, and belief. 

STATE OF OHIO 

COUNTY OF FRANKLIN 

1 
) CASE NO. 201 1-00578 
) 

Subscribed and sworii to before me, a Notary Public in and before said County 
and State, by Matthew D. Fransen, this the j r ,  ‘day of May 2013. 



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

STATE OF OHIO 

COUNTY OF FRANKLIN 

1 

1 
) CASE NO. 2012-00578 

Subscribed and sworn to before me a Notary Public in and before said County 
and State, by Scott C. Weaver, this the day of May 2013. 



VERIFICATION 

The uiidersigned, Raiiie I<. Woknlias, being duly sworn, deposes aiid says he is the 
Managing Director Regulatory and Fiiiaiice for ICentucky Power, that he has personal 
lmowledge of the matters set forth in the forgoing responses for which he is the identified 
witncss aiid that tlie information eoiitaiiied therein is true and correct to the best of his 
iiiloriiiatioii, knowledge, aiid belief 

Raiiie IC Woli ihs  - 

COMMON WEALTH OF I<ENTlJCI<Y ) 
) CASE NO. 2012-00578 

COlJNTY OF FRANKLIN 1 

Subscribed and sworn to before me, a Notary Puldic in and before said County 
and State, by Raiiie I<. Wohiihas, this the J’ ?%ay of May 201 3. 

My Coiiiiiiissioii Expire /7 



Commission Staff?$ 

Y 

UES 

Refer to page 9, lines 16-23, of the Rebuttal Testimony of Karl R. Bletzaclter 
(“Rletzaclter Rebuttal”). 

a. Provide tlie “indicative elasticity” values based on the EIA AEO 201 3 (Early Release). 
The estimates should be carried to the third decimal place. 

b. Provide the “indicative elasticity” values used in the earlier analysis based on tlie EIA 
AEO 201 1. The estimates should be carried to the third deciiiial place. 

c. Discuss any significant differences between the two sets of estimates arid their 
poteiitial iiiipact on the resulting coiiiinodity price estimates. 

a. Please refer to tlie file named “Case No. 2012-00578 PSC 4-1.xlsx“ (blue 
worksheets) on tlie eiiclosed CD. 

b. Please refer to tlie file mined ”Case No. 2012-00578 PSC 4-1.xlsx” (red worltsheets) 
on the eiiclosed CD. 

c. The natural gas “indicative elasticity” for tlie EIA-AEO 201 1 (“Analysis” row 3 1) 
reveals average values of 0.1 for tlie years 2016 - 2026 and 0.56 for the years 2027 - 
2035. The iiatural gas “iiidicative elasticity” for the EIA-AEO 201 3ER reveals 
average values of 0.1 for the years 2016 - 2026 and 0.23 for the years 2027 - 2040. 
These values are inelasticin that a small percentage increase in consuinptioii will 
command a larger percentage iricrease in price. The significant difference helweeii 
tlie 201 1 and the 2013ER forecasts is the relatively greater elasticity in the period 
beyond 2026. The EIA-AEO 2011 is more elastic (0.56) than ETA-AEO 2013ER 
(0.23). The coiiclusiori to be drawn is that tlie EIA cui-rently views the price of long- 
term iiatural gas supply to be relatively inore reactive to iiicreases in consumption 
than in its earlier forecast (such as iiicreases in consumption due to fiiture 
regulations). 

~ ~ ~ ~ ~ ~ S :  I<arl R Bletzacker 



sc Case No. 2 ~ ~ 2 - ~ ~ ~ ~ $  
Commission StaH9s Fourth $et o 

Item No. 2 
Page B of d 

ower co Y 

QUEST 

Refer to Exhibit SCW-3 of tlie Direct Testiinoiiy of Scott C. Weaver. 

Provide ail update to this exhibit based on tlie coinmodity price update aiialysis, as 
described at page 8, lilies 20-22, of tlie Bletzaclter Rebuttal, using tlie updated analysis 
based oii the EIA 2013 (Early Release) AEO. Include all aiialysis associated with 
Keiituclcy Power’s review of updated data. 

Please see Attachiiierit 1 for an update to Exhibit SCW-3 that includes the AEP 
ftindainental aiialysis modified view of ETA 2013 (Early Release) AEO. 

TMESS: Scott C Weaver 





ission StafPs Fo 

Item No. 3 
Page II of 1 

er cab Y 

Refer to Exhibit SCW-3R of the Rebuttal Testimony of Scott C. Weaver (“Weaver 
Rebuttal”). Provide work papers, in Excel forinat with forinulas intact and unprotected, 
that includes the source of information costs iii the impairment analysis used iii 
used in preparation of Exhibit SCW-3R. 

SPONS 

The requested information can be found in zip files I<PSC CONFIDENTIAL 4-3 and 
KPSC 4-3 on the enclosed CDs. 

SS: Ranie I<. Wohidias 



KPSC Case No. 2012-00578 
Commission Stafrs Fourth Set of Data Requests 

Dated May 15,2013 
Item No. 4 
Page 1 of 1 

Kentucky Power Company 

REQUEST 

Provide spreadsheets, in Excel format with formulas intact and uiiprotected, for all data Witness 
Bletzaclter provided to Witness Weaver for use in the analysis in the Weaver Rehittal. 

IIESPONSE 

Please see the eiiclosed CD. 

W TTNESS: Karl R Rletzacler 



ICPSC Case No. 2012-00578 
Commission Staff's Fourth Set of Data Requests 

Dated May 15,2013 
Item No. 5 
Page 1 o f1  

Kentucky Power Company 

REQUEST 

Provide aiiy analysis or data collected that reviews the sale of coal plants by other utilities 
in the last three years in the northeast. Include aiiy cost data, attempts to ~iormalize 
relative to the Mitchell Plant units, or other data that provides a coiiiparisoii of the 
proposed sales prices of the Mitcliell Plant uiiits. 

RESPONSE 

Reler to tlie Company's response to ICITJC 2-29e Attachment 1 and ICITJC 2-29e 
Attachment 2. Coiifideiitial treatment is beiiig sought for portions o€ I< IIJC 2-29e 
Attachment 2. Please also refer to the eiiclosed CD for ICPSC 4-5 Attachments I and 2 

WITNESS: Matthew D Fraiiseii 



I<PSC Case No. 201 2-00578 
Commission Staft‘s Fourth Set of Data Requests 

Dated May 15,2013 

Page 1 o f 2  
Item NO. 6 

Kentucky Power Co 

REQlJEST 

Explain tlie reason for the Rig Saiidy 2 Natural Gas Combiiied Cycle (“NGCC”) capital 
cost estimate of $1, I68/ltW versus the Energy Iiiforiiiatioii Administration (“EM’) 
capital cost estimate of $917/ltW. 

RESPONSE 

Tlie two estiiiiates are iiot fairly coinparable. Tlie EIA estimate is based on generic, 11011- 

site specific data uiililte the Company’s Rig Saiidy Unit 2 estimate tliat uses site-specilic 
information. As stated by EIA: 

“Each techiiology is represented by a generic facility of a specific size and conliguratioii, 
in a location tliat does not have t~ii~is~ial coiistraiiits or iiili-astructure requirements. Whei e 
possible, costs estimates were based on iiif‘oriiiatioii derived from actual or planned 
projects lciiowii to the coiisultaiit. When this information was not available, the project 
costs were estiniated wing costing models that account for tlie current labor and materials 
rates iieccssary to complete tlie construction of a generic facility as well as coiisisteiit 
assuiiiptioiis for the contractual relatioiisliip between tlie project owiier and the 
construction contractor. “ 

Source: lit tp://www.eia. 8ov/forecasts/cai)italcost/ 



IWSC Case No. 2012-00578 
Commission Staffs Fourth Set of Data Requests 

Dated May 15,2013 
Item No. 6 
Page 2 o f 2  

Kent u e Icy Pow e r C o rn pa n y 

By contrast, tlie capital cost AEP modeled accounts for the design basis, including plant 
hictioiiality, locatioii, reliability and risk, and are not overstated. Tlie Big Sandy IJnit 2 
estimate was prepared in accordance to the AACE Class 3 estimate, and tlie scope 01 the 
Big Sandy coiiibiiied cycle estimate is fi-illy defined and understood. The estimate was 
prepared in collaboration with Sargeiit & L~iidy (S&L), a leading architectural 
ciigineeriiig firm with extensive experieiice in desigiiiiig and estiiiiatiiig combincd cycle 
plants. Additionally, S&L, worlted with Kiewit, a leading power plant construction lirin, 
and iiiteiiial AEP operations and eiigiiieeriiig to ensure all issues associated with this 
proeject were understood. Furtlier, tlie EIA estimate excludes "ICPCo capital (work order) 
overliead allocationff costs iiicluded in the Company's estimate. The impact of thcse 
overliead costs alone can be measured by comparing tlie NGCC cost used by Keiituclty 
Power with the Compaiiy's 9; l,077/kW pre-"I<PCo capital (work order) overhead 
allocation" cost estimate also found in TABLE 3 of Conipaiiy witness Weaver's dii ect 
testimony. 

I n  siiiii, tlie Rig Sandy Unit 2 NGCC estimate and tlie EIA NGCC estimate are not 
reasonably comparable due to tlie unknown scope of tlie EIA estimate and tlie abseiice 
li.0111 tlie EIA estimate of "I<PCo capital (work order) overliead allocation" costs. 

WITNESS: Scott C Weaver 



Provide any analysis regarding the cost of installing an NGCC that could replace some or 
all of tlie power proposed in the Mitchell Plant sale. Indicate sites reviewed, technology 
considered, and comparisons to other units built. Provide data or support fiorn other 
sources of information such as the Electric Power Research Institute, EIA, the TJnited 
States Environmental Protection Agency, and/or other suppliers or contractors. 

As part of its unit disposition analyses set forth in this filing, the Company did perform 
an analysis of ail "NGCC" build alternative in the forin of its "Option 2" profile which 
assessed the installation of a new 918-MW (with duct firing) combined cycle unit 
domiciled at the Rig Sandy (Le., brownfield) site. No such additional analyses--as would 
pertain to the construction of a noli-site specific or 'greenfield' NGCC-were performed as 
the Company assumed a brownfield location that could utilize the existing 
acreageAocation, transmission intercomiection, potable water, certain structures and, 
ultimately, available trained local workforce would provide cost and other advantages. 

SS: Scott C Weaver 



IWSC Case No. 201 2-00578 
Commission Staff's Fourth Set of Data liequests 

Dated May 15,2013 
Item No. 8 
Page I of 1 

ower Company 

REQUEST 

Refer to RK W-Exhibit 4 of tlie Direct Testimony of Raiiie IC. Wolinlias. 

IQmtucky Power estimates tliat, based 011 caleiidar year 20 1 1 sales revenues, its revenue 
requirement would increase by approximately 8 percent iii tlie first year after it acquircs 
SO percent of tlie Mitchell Plant. IJsiiig Keiitucky Power's 2012 sales revenues, and 
assuming the acqtiisition of SO percent of the Mitchell Plant, provide the percent change 
in revenue requirement for: a) tlie first year after the Mitchell acquisition; aiid 1)) tlie first 
year after Big Saiidy 2 is retired. 

RESPONSE 

a. Please refer to tlie Conipany's response to AG 2-12 for a coiiiparisoii of 20 12 wider 
current rates aiid a "backcast" of tlie revenue requireiiieiit liad Kentucky Polver 
owned lialf of Mitchell and the AEP Iiitercoiniectioii Agreement had not been in 
el'fect during this period. This analysis also shows certain adjustments using 
historical average prices and capacity factors. While this analysis does not iriclrrde 
speciiic 20 14 projections, iiiaiiy of tlie Mitchell cost coiiipoiieiits shown in tlie 20 12 
aiialysis are anticipated to be fairly coiistaiit as evidenced by their stability in  
comparing tlie Company's response to AG 2-1 2 for 20 12 with RKW-Exhibit 4 which 
is based iyon 201 1 data. 

The Coiiipaiiy is preparing its upcoiiiiiig base rate filing, which will include tlie 
iiiipacts of items discussed above and other i t em (generation-, transmission- and 
clistribution-related) tliat will impact base rates and clauses. 

b. The requested analysis lias not been perfonlied because this analysis would be 
heavily asstuliption driveii 011 tlie specific rate treatment of tlie reinaiiiing Big Sandy 
2 plant balance, which will be determined in ftiture rate cases. This liiial disposition 
of Big Saiidy 2 following its retirement is a separate issue fiom tlie Coiiipaiiy's 
proposal to add Mitchell because it would exist regardless of the geiieratioii option 
proposed as an alternative to Big Saiidy 2. 

WITNESS: Raiiie I< Woliiihas 



ICPSC Case No. 2012-00578 
Commission Staff‘s Fourth Set of Data Requests 

Dated May 15,2013 
Item No. 9 
Page I o f 2  

Kentucky Power Company 

REQUEST 

Refer to Exhibit LPM-2 of tlie Direct Testiiiioiiy of Lila P. Muiisey in Case No. 20 1 1 - 
0040 1 . ’ . I<eiitucky Power estiiiiated that, based 011 the Keiitucky Jru-isdictional Revenues 
for the 12 iiioiitlis eiidiiig August 20 1 1, its reveiiue requireineiit would increase by 
approximately 3 1 percent in tlie first year that the Big Saiidy 2 Dry Flue-Gas 
Desulliirizatioii (“Scrubber”) is placed into service. 

a. State wlietlier, and if so where, this exhibit reflects tlie lower cost for f k l  at Big 
Saiidy 2 due to the installation of a Scrubber, and provide the amouiit of reduction in 
fuel cost. 

b. Esplaiii whether the level of fLiel reveiiues reflected on line 16, titled “KY Jurisdiction 
12-iiioiith Revenue (Exhibit LPM - 5, L 1.3, C3),” is the actual level of fwl revenues 
for tlie 12 iiioiitlis elided August 20 1 1. 

c. Provide an update of the Scrubber costs based on actual 12-months elided 20 1 2 
I<eiitucky jiirisdictioiial reveiiue ItWli sales. 

~~ 

c No 201 1-00401, Application 0 1  Kentucky Po\vci Coiiipany for Approval ol Its 20 I 1 Eii\iil-oniiientaI 
Compliance I”laii. for Approval of Its Amended Environmental Cost Rccove~p Suichargc Tarifl; arid Ibr lhc ( ; I  ;1111 ol ii 

C:ci tilicate of I’tiblic Conveiiience and Necessity Ibi the Consti tiction and Acquisition ol Related Facilities ( l i y  I’X‘ 
May 3 I .  201 2) .  



IWSC Case No. 2012-00578 
Commission Staff's Fourth Set of Data Requests 

Dated May 15,2013 
Item No. 9 
Page 2 o f 2  

RESPONSE 

a. Exhibit LPM-2 does iiot reflect the lower cost for f k l  at Big Saiidy 2 diic to the 
installation of a Scrubber. Please refer to the Attacliiiieiit to this response (ICPCo 
Respoiise to Coiiiiiiissioii Staff April 30, 20 12 I-Ieariiig Data Request 2) for addit.iona1 
clet ai 1 s . 

b. Yes. 

c. Updated Scrubber costs as filed in Witness Weaver's direct testimony, page 22, Tablc 
3 ,  of $948 iiiillioii plus AFIJDC of $1 14 iiiillioii were included in tlie recalculation, 
for a total Big Saiidy 2 DFGD retrofit cost of $1,062 iiiillioii. The revenucs were 
updated from a twelve-inoiitli eiided test year of August 201 1 to a twclve-month 
eiided test year of Deceinber 2012. Tlie change in tlie overall percentage increased 
lioiii tlie 3 1.20% (as filed) to 39.65%. 

WITNESS: Raiiie I< Wohnlias 



KPSC Case No. 2012-00578 
Commission Staffs Fourth Set of Data Requests 
Order Dated May 15, 201 3 
item No 9 
Attachment 1 
Page 1 of 3 

KYSC Case No. 2011-00401 
Commission Staff Data Requests 

April 30,2012 Hcaring 
Item No. 2 
Page 1 of 3 

Piled with the PSC! 011 May 8,2012 

Kentucky Power Compaity 

REQUEST 

Please provicle the current prices of 1.7 lbs SOZ/MMBTU coal allel 4.5 Ibs SO2/MM13TU coal 
aid calculate the difference between the two. Using Big Sandy Unit 2's consumption of coal in 
2010, and cunmd prices for 1.7 lbs SO2/MMBTU coal and 4S Ibs S02/MMBTU coal, please 
calculatc the difference in the cost of coal coiisumcd in Big Sandy Unit 2 would have been if it 
had been able to burn 4.5 Ibs. S02/MMBTU cod during 2010. 

The installation of a scrubber will allow KPCo to expand the sulfiu range o f  fuel purchased €or 
Dig Sandy Unit 2. Two poten~al file1 combinations with the scrubber instdlation axe cilhcr io 
pinchase a 4.5 Ib s u h r  coal that could be corisurncd with no blending, or purchase and blend 
high sulfur (7.5 lb S02) aud low sulfur (1.7 lb S02) coal to achieve a 4.5 lb sulhr coal mixture. 
Regadless of the fuel purchascd, it must mcet the other operational paraineters and constraints 
of the unit. 'The following calculatictn shows the costs of each approach, based on the cwient 
market piojections for 2013. IQCo would evaluate all of the fuel options available and inrrke 
prirchase decisions based on providing fucl at the lowest rcasonable cost. 

The coal prices used are from SNI, Energy's, April 30,2012 Weeldy Coal Report, as such inarlcet 
data would most closely represent the historical KPCo procurement practice. 

The prices as published on a per ton basis fox h e  third arid fourth quarters or 2012, as well 
calcnclw year 2013 are shown in Table 1 below. In revicwiilg the comparisons, it sliould be 
understood that Q3 2012 and Q4 2012 coal price data represent values that are closer to spot 
nlarket puirchases, wliercas the calendar year 2013 piice is more representative of a price that 
may be seen in response to a Ionger-tcrm solicitation. In addition, Q3 and 44 2012 coal market 
prices are affected by a currelit lack of market activity by inany coal consumeis. This has driven 
current coal prices below levels that are cxpectcd to be seeu in fiiture years. 

I 

Table 1 



KPSC Case No 2012-00578 
Commission Staff's Fourth Set of Data Requests 
Order Dated May 15,201 3 
Item No 9 
Attachment 1 
Page 2 of 3 

KI'SC CMC NO. 2011-00401 
Commission Staff Data Requests 

April 30,2012 Hearing 
Item No. 2 
Page 2 of 3 

Filed with the PSC OD May 8, 203 2 
. . . . . . . . .  __ . . . . .  ... __ ... __ . - . . .  .... . . . . .  . _ _  _ _ _ _  - _ _ _ _  , --. ..-- ._ -. -.__ ._ , 

_"*__ ,.____ ... .!.. ................. -.,: ..... *,'.'.---. ....... i 
' $61.60 i $6800 ' ................... L L .  __ .... -!. .... 

.... 1._-.-_. $55.60 i 
- j  1 

A coinpaxison ofthe 20 10 actual fuel cost and thc market data presetlied above is included in 
Table 2.011 page 3 ofiliis response. 



KPSC Case No. 2012-00578 
Commission Staffs Fourth Set of Data Requests 
Order Dated May 15,201 3 
Item No 9 
Attachment 1 
Page 3 of 3 

KPSC CaseNo. 2011-0U401 
Cominission Siaff Data Requests 

April 30,2012 I-learing 
lfem No. 2 

Piled with the PSC on May 8,2012 
Page 3 of 3 

-- 
$l47,993,3~1Calculated 2010 B K a n g y  Unit  2Coal Cost as Calculated in KPSC H-1 

! I 

on (23 2012 S N L 
Pricing 

on (242012 SNL 
Pricing _-_- 

. 
$127,491,730 Coal Cost Based on a 4 tb SOZ/MMBTU Pittsburg Seam Coal 
$20,501,663 Estimated Fuel Savings Based on Pittsburg Seam Coal 

Savings Rased 
oncalendar 

Year 2013 SNL 

- 

- ..I-___ 

Pricing 
I 

$132,082,303 Coal Cost Based on a 5050 Blend of CAPP and NAPP Coals 
$15,911,091 Estimated Savings based on 50:5U CAPP:NAPP Blend 

11% Percentage Estimated Savings Over 2OlOCAPP Cost 
It must he fuithcr rioted that applying forwairl looking coal prices to historical consuniption icquii cs 
L--.- 
It must he fuithc 

Pricing 
I 

$132,082,303 Coal Cost Based on a 5050 Blend of CAPP and NAPP Coals 
$15,911,091 Estimated Savings based on 50:5U CAPP:NAPP Blend 

11% Percentage Estimated Savings Over 2OlOCAPP Cost 
:r rioted that applying forward looking coal prices to historical consuniption rcquii cs -. 

many assxinlptioils, includhlg: 
-The 2010 Unit 2 Fuel Cost includes coal and transportation. 
- The cost projections for thc rnarkct are for coal only aiid do not include transportation (including such 
costs would reduce the above stated savings). 
- The cost savings is soJcly based on the cost ofthc he1 and does not lake into account other costs that 
iniglit be associated with a scriibbcr, such as tlie cost of chemicals. 
- The cunerxt coal market Tor 2013 is different fiom the market that existed in 2OkO and the niarkct when 
such l'ucl puichases are executed for KPCo will also be different. 
WITNESS: Ranie IC Wohnhas 


