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KARRASCH-3 

IV. .THE 250 MW RFP FOR CAPACITY AND ENERGY 

PLEASE BRIEFLY DESCRIBE THE 250 MW RFP FOR CAPACITY AND 

ENERGY. 

The Company issued the RFP on March 28, 20 13 as pait of the process to determine the 

least-cost, reasonable solution for replacing the impending generation loss resulting from 

the anticipated retirement of its Big Sandy Unit 1 generation unit. The management and 

evaluation of this RFP was directed by se lect AEPSC personnel, who in turn were 

segregated into two groups - a Development Group and an Evaluation Group. The 

Development Group, of which I was a participating member, was responsible for the 

design, development, and management of the overall RPP process, while the Evaluation 

Group was responsible for evaluating the RFP Proposals and the BS 1 Conversion cost as 

provided by the AEPSC Projects Group (Conversion Group). The Development and 

Evaluation Groups, and their members, were separate from the Conversion Group and 

any Affiliate of the Company that may have wished to participate in th is RFP. The 

Company received responses to the RFP on June 11, 2013, the date identified within the 

RFP as the Proposal Due Date. o affi liate bids were receiv ·d. 

PLEASE DESCIUBE THE PROCESS THROUGH WfTICH THE COMPANY 

NOTIFIED PO ENTIAJL 1InDDERS OF liTS RFP. 

The Company used a variety of communication channels to notify potentially interested 

parties that it was issuing the RFP. The Company published the RPP and associated 

schedule on its website at www.kenluckypower.com/go/rfp. The Company issued a press 

release which was also posted to its website, as well as providing notice to numerous 

trade publications regarding the issuance of its RFP. The Company also maintained an 
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KARRJ\SCH- 5 

1 Kent11ck.y Povver anticipates requesting an administrative one-year extension for units 

2 undertaking retrofit or replacement projects. Absent the conversion project (i.e. if it were 

.... 

.) to select a market alternative from the RFP), Kentucky Power would be required to retire 

4 Big Sandy Unit 1 by April 16, 2015. 

5 Q. WHY IS IT IMPORTANT FOR THE BID PROPOSALS TO MEET ALL OF THE 

6 REQUIREMENTS SPECIFIED IN THE RFP? 

7 A. Two of the major reasons the proposals needed to meet all of the requirements specified 

g in the RFP were; (1) so the Company can meet the objective specified in the RFP, and (2) 

9 so that the bid proposals cou ld be evaluated on an 'apples to apples' basis. 

10 Q. PLEASE BREIFL Y DESCRIBE THE CONFORMING ID~SPONSES TO THE 

11 RFP. 

12 A. Section '-!· of the RFP detailed the scope of the product the Company was soliciting 

13 tlu·ough the RFP. Conforming responses to the RFP are those that met the requirements 

14- described in RFP. The Company received four Conforming bids rrom three different 

15 parties in response to its so licitation. he Conforming bids incluJecl one pmYcr Jurchase 

16 C1grecrnent, two asset mrchase C1grce111e11ts, and a to 11 in 1 agreement. Conf identia l 

17 Exhibit JAK-2 provides a swnmary of the Conforming Bids and Non-Confinning Bids. 

V. NON-CONFORMING RESPONSES 

18 Q. PLEASE BRIEFLY DESCRIBE THE l ON-CONFORMING RESPONSES TO 

19 TI-IE RFP. 

20 A. Non-conforming bids were defined as proposals the Company received that fa iled to meet 

21 one (or more) of the material product specifications outlined in the RFP. The Company 

22 The non·· 
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conforming bids fa iled to comply with the requirements primarily as a result of th 

Fnergy 2 and Ancilla 

Services. S )ccifirnlly. three or the n<)ll conlonning bids were from faci lities located 

within the MfSO RTO. rwo of the 11011 Lunfo111ing 1roposals were Mt projected to be 

available until January l. 20 17 al the earli es!. and more importantly, were ~m ly in th ' 

ea rl)'. sta e or <kve lo rncnt. ·1 hus. even if the RFP had considered pro )Osals from 

lacilitics that could begin de li \et): by .lune 20 16. instead of June 1, 2015. the responses 

\You!J still have been non confo1ming, 

DID THE COMP ANY CONTACT BIDDERS WITH NON-CONFORMING BIDS 

TO RESOLVE ANY BID DEFICIE1 f CIES? 

Y cs. The Company contacted non-conforming bidders to see if the deficiencies in their 

bids could be resolved . The Company issued a series of requests for information to those 

bidders consisting of questions des igned to detennine whether the aspects of their bids 

that made them non-conforming could be addressed. In each instance, the bidders were 

unable to reso lve their bid deficiencies via lheir responses to the requests for information. 

DID THE NON-CONFORMING BIDS 1ROM FACILITIES LOCATED WlTHIN 

Tl-JJ<: MISO RTO HAVE THE NECESSARY TRANSMISSION RIGHTS TO 

EUVER ENERGY AND CAPf' CllTV TO KENTUCKY POWER? 

N they did not. 

WAS THE NON-CONFORMING BIDDER PROPOSING 

FO ~ 
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OllT ffiNIN • TRANSMISSLON TOH S NE ESSA\R TOD • LI,EVT<)R ENEJ GY 

No fh e Corn x 11}Y as \et s J ·ifica ll y abou plans G_ hts in 

rel w sts for inlorrnatio r bi<l(l ~r was unabk~ ) i entify a c ncrctc 

WHY DID THE RFP EXCLUDE PROJECTS LOCATED OUTSIDE OF THE 

P JM FOOTPRINT? 

In order for a generating unit located outside of the PJM control area to provide Kentucky 

Power with capacity and energy, it must secure Long Term Firm (L TF) Transmission 

service from P JM. The process involves multiple studies and typically requires 18-24 

months to complete. Once these studies arc complete, an estimate for the amount and 

cost of upgrades would be provided by PJM to the proposed tmnsmission customer 

quantifying the cost to grant transmission service. Depending on the extent of 

transmission upgrades required, the additional time required for construction of the 

interconnection faci lities co uld exceed the origina l time required for the studies. The 

process and requirements for requesting LTf Transmission Service from PJM are set 

forth in PJM Manual 2 and PJM Manual l4A. Exhibit JAK-3 provides PJM's overview 

of the process. 

In addition to the P JM L TF Transmission Service, a transmission reservation to export 

the energy from fI SO to PJM wo uld also have to be obta ined from MISO. The process 

of securing all of the necessary fi rm transmission service would add add iLional steps, 

cost, and uncertainty to a bid proposal from a resource in 11SO. There is no need for 
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Kentucky Power or its customers to assume such large ri sks when alternatives, without 

those risks, are available within PJM. 

-CONFORMING PROPOSALS 

ERE AN EXTREMELY ll:ARLY1_S1'AGJ1~ PROn~CT AND 1AlLED TO RET 

HE DELIVERY DATE nAISE SI~I AR CONCERNS'! 

Yes. The unce rtainty re lated to the final cost and in serv ice date of these \\O earl y stage 

devclo Jment Jro msa ls added ~ i g.nifica nt ri sks lo these 1ro Josal s. Assets that cannon 

1rovide energy and ca Jacity to the Company on the de li very date increase the risk to the 

Com 1any and its customers inlwrent in rnrchascs in the s Jo t markets. 1\s in the case of 

the non-conforming f\, IISO Jrn Josals. the unccrtnint ics and risks in these ro Josa ls 

Jrc.vc nted them lrom beitw a reasonable alteJllative for the Com Jany. 

DID THE COMPANY RECEIVE ANY OTHER PROPOSALS AS PART OF THIS 

SOLICITATION'? 

Yes . EnerNOC, Inc. (EnerNOC), offered p Commercial and Industrial Demand 

Res JO nsc Program C& f DR Prooram as well as an Industri al Energy Fflici ency 

Program (lmlusl1 ial 

Jrovide 20 .MW ni' demand res Jonse. ov~r a 5-year tc ·m beginning January L ?01 5. The 

latter \Vas a Jroposa l by whi ·h EJH:xNOC m )Uld oversee the recruitment 

rn c u ement and veri fica tion services for tlio 

behalf o~· Kentucky Power 

111dust1 ial custom 'ro 
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~WERE THESE OF.FER'.E EMANO RESJ>ONSE AIND ENERGY EF rclENCY 

l) {0GRAIV S CONSIDEH. , 

SIC FORTH IN CASE NO. 201 

No 111' were not. ;o. f)lll )OSGS or tha ise the Jirst (C&T DR Program) offe · v1as 

bcca\.1se of th, conditi ns cst~blished by EncrNOC in. its 

·rn terms of the minimum ca )acit commitment. 1'.nerNOC is ready to 

commit to 20 MW it" Kenluck. Power bas no oth 'r interru )tible prngram 

offered to commercial or industrial customers. rr Kentucky Power doc 

have such a corn 1eting olTn. Enc1 NOC could still commit lo 20 rv1\V. bu 

we would ask for a limited time ieriod to conl'i1m in the marketplace lha 

\Ve cou ld fu llill that commitmc111.·· 1 

The Com Jany has an cxistinrs Tariff C.S. -l.l{ .P which mwides certain customers 

\ ith the o J JOI !unit to nominate load to be in lcrru 1tccl. I his existing Kentucky PO\ver 

tariff trio ers the condition set out in the i:nerNOC oiler <lS c uuted abo,·e. As a result 

the EncrNOC C&I DR Program canno t he considered a firm offer as re uirc<l by th~ 

RFP. Moreover. the limited si/e of the )Otentia l 20 MW offered is not material lo th 

Com )an 's 250 MW solicited resource need nor re levant lo the size and scope of th 

Mitchel l Trnnsler--<lncl, hence it would not have reasonably changed the instant anal sis 

beinn re ucsted by, the Commission in any cvcnl. 

As it crlains to the fndustrial l·T Progp1n1. nos )ci.;ilic e ti1 iatcs wcr provided 

b I l'.nerNOC < 1 ~ · Jalt or its pro ) O S<.il de aili1 l[ th 

1' Seiv ice Corpo1, lion IJJp to 250 
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\ · h En r 0 . by irt'uc of thcs vagaries, the program ~tself wa: clearly non-

FOLLOWING THE COMMISSION'S OCTOBER 7, 2013 ORDER APPROVING, 

WITH FOUR MODIFICATIONS ACCEPTED BY THE COMPANY, THE 

STIPULATION AND SETTLEMENT AGREEMENT AMONG KENTUCKY 

POWER, KENTUCKY INDUSTRIAL UTILITY CUSTOMERS, INC. AND 

SIERRA CLUB ("STIPULATKON") IN CASE NO. 2012-00578 DID THE 

COMPANY ENTER INTO FURTHER NEGOTIATIONS WITH THE 

CONFORMING BIDDERS? 

No. Paragraph 13 of the Stipulation as approved by the Commission required the 

Company to "exercise its option to terminate its March 28, 2013 Request for Proposals." 

On November 19, 2013, the Company notified the B idders that it had exercised its option 

to terminate the RFP. 

VI. RISKS ASSOCIATED WITH PROCEEDING 
WITH A lVIARKET ALTERNATIVE 

ARE THERE ANY RISKS WITH A MARKET ALTERNATIVE? 

Yes, there arc several risks tllat should be cons idered when evaluating a market 

alternative such as those provided in response to the 250 MW RFP. First, pursuing a 

market alternative introduces countcrparty risk. Second, a market alternative introduces 

additional risk regarding the maintenance and mlit condition of the facility supporting the 

purchase. And finally , there are jurisdictional considerations associated with a market 

alternative. 

PLEASE DESCIUBE SOME OF THE COUNTERPARTY RISK§ ASSOCIATED 

VVITH A MARKET ALTERNA 'fIVE. 
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WEAVER-10 
201 2-00578, approved by the Conm1ission on October 7, 201 3, the Company has 

exercised its right to terminate the 250 MW RFP. However, the analysis of the bids 

submitted in response to the 250 MW RFP remains a valuable benchmark for the 

economic analysis of the Big Sandy Unit l natural gas conversion project. 

WHAT WERE THE RRSPONSES TO THE COMPANY'S 250 MW RFP 

SOLICITATION? 

Estimated cost and performance profiles associated with the Big Sandy Unit 1 gas 

conversion option were received for modeling purposes on June 7, 2013 . As further 

described in the direct testimony of Company Witness Karrasch, on June 11 , 201 3, 

AEPSC, as agent for Kentucky Power, received a total of nine (9) su) ly-side offers 

from a total or five (5) 11011 atti liatc corn Janies. As he further described, the responses 

to the 250 MW RfP consisted of our (4) ol'fcr'> thnt conformed to the Corn any's bid 

:we ificat ions. and fo·e ()) o Ile rs that were Jccmcd to b~ non confonning. 

'WOULD YO U BRIBFJL Y IDENTIFY AND DESCRIBE THE NATURE OF 

THE CONFORMING OFFERS THAT WERJ£ FURTHER EVALUATED BY 

THE COMP ANY? 

Yes. Kentucky Power received fo ur conforming bids consisting of offers from tlu·c' 

faci lit ies, or port ions thereof: 

<\ES I )ny(on l\l\\ et 1'' I jo 1 · 

pt gahhit l la,;h. I, Y) 
-..~~ ......... ....,._ 

[ '6 1\I\\. \[J,\ ('I;" >dlt!C1 



WEAVER- 11 
WERE OTHl•:n, N 0{ •ER ONSIDEIUi: W E 

2 AL YZING T E 250 MW -RFP, OLI l' A 'UON~ 

3 A. 

4 xclu<lcd from furthe1 ana lysis i11 accordance \\_'i lh the re( uircm uls · 11( instructions 

5 

6 ensure that the res Jnnscs cou ld l c C< rn 1a1ed to the f3ig Sandy lJnit I gas conversion 

7 op tion and to Jcrrnit the Con1Jany to 1espond to the Commission 's May 28, 201 3, 

0 
0 Order in Case No. 201 2-00578 in a meaningful l'ashion. Mr. Kanasch ' s testimony 

9 Jrovides i'urther infonnation on why the exc luded su ly-siclc pro Josa ls were non-

10 conform ing, and the bases for the 150 MW RrP requirements that were Jot met by 

11 the exc luded ro Josa ls. 

12 Q. HOW WERE THE COSTS AND PERFORMANCE PARAMETERS OF THE 

13 250 MW RFP BIDS DEVELOPED FOR USE IN THE STRATEGIST® 

14 MODELING? 

15 A. The 250 MW RFP bid analys is involved extracting and assembling the pricing and 

16 performance characteristics submitted for each conforming proposal, by the 

17 respective bidding parties. As Company Witness Karrasch describes, to the extent 

18 that issues arose that requi red clarification from the non-affi liate bidders, requests fo r 

19 additional information were made by the Company 's representative to the designated 

20 contact person for each of the respective responding companies . This clarification 

21 process occurred within the period June 11 tlu·o ugh June 2 1, 2013 . 

22 Q. DID THE COMPANY REFRESH THE INFORMATION CONTAINED IN 

23 THE CONFORMING PROPOSALS? 
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V/EAVER-14 
of carbon dioxide emitted from all fossil generating sources beginning in the year 

2022. 10 

A. BIG SANDY UNIT 1 EVALUATION SUMMARY 

WHAT WERE THE RESULTS OF THE BIG SANDY UNIT 1 MODELING 

ANALYSIS? 

Exhibit SCW-1 offers a tabular summarization and comparison of the long-tenn 

modeling results for the tlu-ee Kentucky Power disposition options/sub-options for 

Big Sandy Unit 1 identified on TABLE 1. As also previously described in this 

testimony these modeling results represent relative cost analyses, meaning they are 

compared to each other to determine the least-cost alternative outcomes. Given that, 

Exhibit SCW-1 reflects the relative cost/benefit of the 13 ig Sandy Unit 1 gas 

conversion (Option ff. I) versus both a (PJM) market substitution alternative (Option 

#2A), as well as the results of the Company's 250 MW RFP (Option #2B). It 

establishes that the optimum Kentucky Power long-Lenn alternative would be one that 

would include the conversion of Big Sandy Unit 1 as a natural-gas fired steam unit. 

Option #1 is a least-cost option over the long-term study period analyzed. It is lower 

than Option #2A by $ 134 million. Further, it varies from the 250 MW RFP offers 

valuated Option #? B) by a rang of $-.::: 1'/> -to- $ 128 million. 

THE MODELING SUGGESTS 'f!HIAT T HE BIG SANDY Ul llT 1 GAS 

10 See pages 11 and 12 of the direct test imony of Company Witness Bletzacker in Case No. 20 12-00578 for a 
discussion of how the amount and timing of this assumed "carbon tax" was estab li shed for such modeling 
purposes. See also pages l6 and 17 of the supplementa l testimony of Company Wit11css Munczinski and the 
hearing testimony of Company Witness MeManus in Case No. 20 12-00578 for a d iscussion of how the 2022 
carbon tax start elate compo1is with the President's recent directive to !he EPA regarding regulation of GHG for 
ex isting so urces. 
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WEAVER- 15 
ON. lS THE 

No it is not. As further described later in th is test imony, a previous analys is from 

Case No. 2012-00578 indicated that the Big Sanely Unit 1 gas conversion option was 

, pcnsii\< ,. than the 1,5 year pe king ca Jacity 

iTenaska TAl; 11 but that there were other "qualitative" factors which would provide 

additional relative value to the Big Sandy Unit 1 gas conversion solution. 12 Under the 

modeling for this case, the cost of the 15- ea1 Tcnaska TA is a )proxima Ix $ U 

million- over the long-term study 1eriocl rnodelcd-bclow the 13in Sai1d Unit l gas 

conversion option. 

As with the $ ..J. million CPvV fimm1b!e variance in the j)rior modeling fron 

Case No. 201 2··00578. a $ 17 million unfavorable variance is nol material lrom th 

Jcrs )ectivc of such long··tcnn economic 111odclin11. As a )ercentauc of the 'total' 

CPW cl\'er the long-lerm (through 2040 lucly periolL a $ l 7 million relative varianc 

is equa l to less than three-fe11t!1s o[ une 1ace11! (0.3%) or Kentucky Power's overall 

study period CPW of costs. 1 In sho1 L the difference is within the margin or error o' 

the modeling, and thus c ualifics as a least-cost alternative. 

DOES THE CHANGE IN IN-SERVICE DATE FOR THE BIG SANDY UNIT 1 

CONVERSION HAVE ANY MATER][AL IMPACT ON THE ANALYSIS? 

No. The Strategist® analysis performed for this case continued to assume a June 1, 

20 I) in-service date for the Big Sandy Unit 1 natural gas conversion. This was done 

to ensure an "apples to apples" comparison with 250 MW RFP-based market 

11 See supplementa l tes ti mo ny of S.C. Weaver in Case No. 20 12-00578; pg. 3. 
12 ibid; pgs. 8-9. 
13 $ 16.8 million/ $5,947 million (Option fl l total CPW) = 0.002825 
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A. 

WEAVER- 16 
alternatives. To uow shift this conversion project in-service date to the anticipated 

"mid-May 2016" elate as described by Company Witness Walton would uufairly bias 

the relative results of Option ff.1 versus the RfP offers- which had each assumed a 

June 20 15 sta1t date- inasmuch as the Big Sandy Unit 1-related economics would be 

advantaged by virtue of the prospect of operating for nearly an additional year as a 

lower-cost, coal-fired unit. Moreover, the additional year of lower cost, coal-fired 

operation is only available under the MA TS Rule if Big Sanely Unit 1 is to be 

converted in this fashion. 

WHAT OTHER FACTORS ASSOCIATED WITH THESE MODELING 

RESULTS SHOULD BE RECOGNIZED? 

When viewed from an "annual" CPW perspective, the relative CPW differences 

between the Big Sandy Unit l Gas Conversion and the 15-ye::ir l'enaska TA ar 

initi ally even less mmounccd. ,\s shm\n on ~c hart al the bottom of (Confidential 

million more cos tly as of the 'ea r 2020, and sti I less than 10 million $9A million 

more cost ly as of the year 2025 . 

Note further on (Confidential) Exhibit SCW-IA that if one were to exclude 

the value of "ICAP Revenue" (col. B), then the ()Jtion HI Big Sandy gas conversio 

o Jtion wou ld continue to be least-cost versus all alternative o 1tions, including the 15-

ear Tenaska TA. However, when con id ' rin o the incremental capacity va l u~ 

fi:om the currently price-volatile PJM-RPM capacity market construct were not 
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I 0 rnilhoJ1 1e/011 that of" llie 

entia11 y vo lalli. le PJM ca )a ity val 1e 

the Bi« Sandy Unit 1 com' rs1 would b. less costly than eac 1 ' th conlC.nrniJ g 

offc1s rece ived 1mler this modeling o1 ) . 

WHAT ADDITIONAL ADVANTAGES WOULD THIS CAPACITY AND 

ENERGY PRESERVATION AT BIG SANDY OFFER KENTUCKY POWER 

AND ITS CUSTOMERS? 

It would naturally increase the relative "mix" of natural gas into Kentucky Power's 

generating portfolio. As described in the test imony of Company Witness Wohnhas, 

after Big Sandy Unit 1 is converted, that natura l gas-sourced capacity mix would 

equate to nearly 18 percent. 14 With that, it would then offer a physical hedge against 

the prospect of any lower-than-forecasted natural gas and attendant PJM energy 

pnces. 

ARE THERE OTHER NON-MODELED, OR "QUALITATIVE" FACTORS 

THAT WOULD ALSO SUGGEST THAT THE BIG SANDY UNIT I GAS 

CONVERSION IS THE SUPERIOR OPTI01 T TO FILL THIS 

APPROXIMATE 250 MW CAPACITY AND JIL:NERGY TRANCHE? 

Yes . As also described by Company Witness Karrasch, factors such as Company 

ow nership and asset control (versus potential performance risk associated with 

receiving power and energy via a purchase power arrangement) also represents a 

relat ive qualitative benefit that was not considered in this comparative 250 MW RFP 

economic evaluation, but would further validate that the Big Sandy Unit 1 gas 

conversion option is the best alternative. 

14 268 MW I (268 MW + 780 MW [50% sliare of M itchell 1&2] + 393 MW [Rockport 1&2 purchascl + 58.5 
MW ecoPowcr PPA) = 17.9% 
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WEAVER- 19 
long-term Big Sandy Unit 1 (and Unit 2) disposition p lan. First, as summarized on 

the second line of data found on Exhibit SCW-2, the relat ive CPW economic cost of 

the option which, instead of selecting a Big Sandy Unit l gas conversion, assumed an 

approximate 250 MW incremental purchase of capacity and energy from the 

Fundamentals-forecastecl PJM market for as long as 10 years (Option #2A) is +$ 195 

million. 

PLEASE OFFER FURTHER ELABORATION ON THESE RESULTS 

SUMMARIZED ON EXHIBIT SCW-2. 

Focusing fmiher on (Confidential) Exhibit SCW-2A, detail is also offered identifying 

the relative study period CPW cost differences between a Kentucky Power resource 

portfolio that would include the Big Sandy Unit l gas conversion (Option # 1) versus 

-ach of t he-~ conforming non-affiliate proposals received via the March 2gtli 250 MW 

RFP. Again , althougl1 rcconnized as bein r onl y sli ghtly (-$--!- milli on) less expensiv ' 

within the margin of error or the modelino erfonned, the Big Sandy Unit l gas 

conversion o Jtion was found to be less costly than all Lr conforming 11011-affiliat 

proposals. 

WHY IS THERE A SLIGHT CHANGE IN THE 250 MW RFP MODELING 

RESUJL TS OF!c?ERED IN THIS CASE FROM THOSE PREPARED AS PART 

OF CASE NO. 2012-00578? 

The non-material changes in modeled CPW results derive fro m changes in tvvo of the 

key inputs to the Strategist® model that occurred subsequent to the iss uance of 

supplemental testimony in Case No _ 20 12-00578 . 



#1 

#2A 

#ZB 

Kentucky· ·compar.y 

Big Sandy Unit 1 Disposition Ana1ysis - CONFIDENTIAL Summary • 
Cumulative Present Wonh {QIW) of Modeled Revenue Requi;err.ents, 28-YearStudy Period (201-3·2040). Expressed i:i 20l.3S 

($00)) 

OPTION Description 

Big Sandy 1 Natural Gas Conversion (7/2015) 

eig Sandy 1 Retirement (6/2015) w/ (PJM) Market Replacement 

/tdorlve "Change 

Big Sandy 1 Retirement (6/2015). w/ {250 MW flf P) Wiaricet Repl<>cement 

via the following (mutually·exd usive) CONFORMING OFFERS 

received in response to the 250 MW RFP: 
..;; ~::v·i:-:- - ::i..vers1de ::T · ::.SOMW} ?urc'l Power Ag~eenerit 

T ~Jsl<.J · 01g 5<1ndv CT !.iOO MW-Full) Asset Pu·c~ase Agreerrent 

-c1c:.si<i1 • 8~z Sancy Ci {300 MVV: -:-oiling Agreer..ent 

(A) 

KP Co 

Revenue 

Requirement 

(Exd. !CAP) 

6,127,071 

6,156,422 

6.117,670 

&,280,329 

5,137,843 

Les!: 

IBI 

iCAP 

Revenue 

I <Cost> 

179,457 

75,222 

lh,3C$ 

207,123 

:01 . • 23 

Les!: 

{Q-{Al·l•I (OJ IE) 
KP Co KPCo Revenue ICAP Revenue 

Revenue Requirement (Ex. ICAP) I <Cost> 

Requ irement, 

Net Option #1 Option#1 

5,947,603 

6,081,201 29,351 (104,246) 

$,953.e51 599 S.C.S'::', 

6,073,200 153,258 27.t:SS 

s.::30.1:1 10,772 27,655 

i ')-{OJ·IEI 
KPCo Revenue 

Requi reme;it, Net 

v. 
Option Ill 

133,597 

1.25% 

5 L.59 

:25,603 
16.883) 

::-·'- :J~: Beno L.r.::: C~ai-~tred \186 MW-Pama:) .:i.~'jet p_rCfl Agr'.Tln: 

• Note: A!J. o:n.o l't'-et Includ e., as part of ICentuclcy ?owcr's nea rer-term resourc:? portfolio: 

6. 189,:03 113,590 £.,07£,SOS 52.032 ·J.1n: ____ :.27,9:4 

o Continua tion of 393 MW Rockport Purchase; 

o 50% Mitchell Trans fer eff: 1/2014 

o Retirement of BS \Jnit 2 eff: 6/2015; 

o 58.S MW etoPower Hazard, LLC biomil.5.5 re.iewable enersv purchase etf: l /2017;oi nd 

o OSM auumptions per ExhlbitSCW-l;Table 1·2 Cii~eNo. 2012-00578 
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ORIGINAL RESULTS REPRODUCED FROM CASE NO. 2012-00578 

CONFIDENTIAL& BUSINESS SENSITIVE 

Kentucky Power Company 

Big Sandy Unit 1 Disposition Analysis -- CONFIDENTIAL Summary * 
Cumulative Present Worth (CPW) of Modeled Revenue Requirements, 28-Year Study Period (2013-2040), Expressed in 2013$ 

($000) 

OPTION OPTION Descriotion 

~n Big Sandy 1 Natural Gas Conversion (7/2Cn.S) 

lt2A Big Sandy 1Retirement16/2015). w/ (PJM) Market Replacement 

:128 Big Sandy 1 Retirement (6/2015). w/ (250 MW RFP) Market Replacement 

via the following (mutually-exclusive) CONFORMING OFFERS 

received in response to the 250 MW RFP: 

L~ 'c1 ::. ~. <::rs j2 :-:-:2:0~¥ A :ii.Heh Power Agreement 

~::..-<.:: - ~ . .3::!.10 (713GD vlW-;- ~11/ Asset Purchase Agreerner.t 

3 T1..: .a! <.3 - Cr~ Sa:1dy Ci f300 MWj Tolling Agjeement 

:: 01 • tasr 3•_ -d ...:i .. 2 Coal-Fired (186 MW-Partial) Asset PurchAgrmnt 

IA) 

KP Co 

Revenue 

Requirement 

(Exel. ICAP) 

6,261,339 

6,355,890 

5,29:.658 
6,428,355 

5,299,925 

6,484,245 

•Nore: In addition, &offer-specific analyses include, .:is part of Kentucky Power's nearer-term resource portfolio: 

o Continuation of 393 MW Rockport Purchase; 

o 50% Mitchell Transfer eff: 1/2014 

o Retirement of BS Unit 2 eff: 6/2015; ar.d 

o DSM assumptions per Exhibit SCW-1; Table 1·2 Use No. 2012-00578 

(Bl 

ICAP 

Revenue 

/ <Cost> 

59,448 

(40,824) 

5£,865 

93.755 

93,796 

94,573 

(Q=!AHBI 

KP Co 

Reven ue 

Requirement, 

Net 

6,201,891 

6,396,713 

:::.238, ..,9,; 

s,33~ :;s9 

(DI (E) 

KP Co Revenue ICAP Revenue 

Requirement (Ex. ICAP) / <Cost> 

v. v. 
Option 111 Option 111 

94,550 (100,272) 

3C,3"1.S 5.5831 

167 016 34,3!8 

5.206,!29 38,586 :;.:.,348 
6,389,o_7_3 ______ 2_2_2._S_D6 ______ ._'5,:25 

(Fl=!Ol-IEI 

KPCo Revenue 

Requirement, Net 

v. 
Option Ill 

194,822 

36,SOZ 

:32,568 

~.237 

187,781 


