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REPLY BRIEF OF 
KENTUCKY INDUSTRIAL UTILITY CUSTOMERS, INC. 

            

Kentucky Industrial Utility Customers, Inc. (“KIUC”) submits this Reply Brief in response 

to the Initial Briefs of the Sierra Club and Joint Intervenors. 

1. Ghent Unit 2 Should Not Be Retired; It Should Be Used By KU Or Bid Into 
Kentucky Power’s Thermal Resource RFP For 875 Mw Of Summer Capacity 
And 1,300 Mw Of Winter Capacity 

 Joint Intervenors argue that the “retirement of Ghent 2 is in the best interest of 

customers…”1  Sierra Club similarly argues that the failure to retire Ghent 2 will harm 

customers.2   

 Joint Intervenors and Sierra Club fail to recognize that the 495 Mw Ghent 2 coal plant is 

a valuable asset for the customers of KU, and it could be a valuable resource for the 

Commonwealth.  Ghent 2:   

• Is a large highly efficient coal unit located on the Ohio River with low fuel costs from 
Western Kentucky;3 

• Has the lowest forced outage rate of all of the Companies’ coal units;4 

• Had a 2017-2022 capacity factor of 64%;5 

 
1 Joint Intervenors Initial Briefs at 69-73. 
2 Sierra Club Initial Brief at 34-35. 
3 Kollen Direct Testimony at 10. 
4 Kollen Direct Testimony at 10. 
5 Sinclair Rebuttal Testimony at 67. 
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• Provides about 9% of the Companies’ (KU and LG&E) annual retail energy sales;6 

• Has low fixed O&M costs and benefits from economies of scale as part of the four-unit 
2,000 Mw Ghent Station (the largest power plant in Kentucky);7 

• Provides added capacity for reliability, load growth, economic development and off-
system sales;8 and 

• Keeping Ghent 2 open does not adversely affect the permitting process for either 
proposed NGCC.9  

Keeping Ghent 2 open is not costly.  The cost of keeping Ghent 2 in operation during the 

seven non-ozone months for the period 2029-2035 is only $6.5 million per year.10  If the Good 

Neighbor Plan becomes effective, or if the EPA pursues the same NOx reductions through a 

different regulation, then a $126 million SCR would be needed for year-round operation.11  The 

cost of an SCR is significantly less than the increased cost of just a single NGCC as demonstrated 

through the recently received competitive bids.12  Despite the increased cost, KIUC continues to 

support both NGCCs.13 

On September 22, 2023, Kentucky Power Company (“Kentucky Power”) issued an RFP 

for Purchase Power Agreements (“PPAs”) for new and existing thermal (coal and gas) resources 

(Attachment 1).  Kentucky Power is seeking 875 Mw of accredited summer capacity and 1,300 

Mw of accredited winter capacity.   

For existing coal or gas resources, the PPA delivery period is as early as May 1, 2026 and 

no later than June 1, 2028.  The coal or gas resource must be interconnected to PJM.  The 

 
6 Kollen Direct testimony Exhibit 3. 
7 Company Response to Sierra Club 1-14. 
8 Kollen Direct testimony at 13. 
9 See Imber Direct and Rebuttal Testimony. 
10 Sinclair Rebuttal Exhibit DSS-2, page 1.  
11 Imber Rebuttal Testimony at 9-11. 
12 Post-Hearing Response to Joint Intervenors No. 4.1. 
13 KIUC continues to support both NGCCs despite the speculative allegations of Joint Intervenors at pages 76-79 
of their Initial Brief that the RFP process was somehow rigged.  KIUC witness Mr. Kollen has years of experience 
in reviewing utility RFPs for new generation and he found no indication that process was established to achieve a 
predetermined outcome.  
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requested PPA term is seven to ten years.  Kentucky Power affiliates, such as Wheeling Power, 

the other 50% owner of Mitchell Units 1 and 2, cannot submit a competitive bid. 

The due date for proposals is November 8, 2023.  This is only days after a decision is 

expected in this case. 

Ghent 2 may be one of only a small number of existing coal or gas plants that can meet 

these requirements.  But a retirement decision would eliminate this option to the possible 

detriment of the ratepayers of both KU and Kentucky Power.  PJM would certainly welcome 

additional thermal generation.  In fact, PJM desperately needs it. 

The Commission is currently investigating whether Kentucky Power has violated its 

obligation to provide adequate service due to its failure to maintain sufficient generation.14  The 

Commission explained that it “is concerned about the future of Kentucky Power as a utility and 

about the customers it serves in Eastern Kentucky.”15   

Under these circumstances, it is appropriate for the Commission to take an active 

oversight role: 1) to encourage KU to pursue the opportunity to sell the energy and capacity from 

Ghent 2 to Kentucky Power; and 2) to ensure that Kentucky Power objectively evaluates the 

proposal. 

Commission oversight is appropriate for many reasons.  If a Ghent 2 PPA can reasonably 

meet part of the needs of Kentucky Power, then this will contribute to low-cost and stable energy 

pricing in Eastern Kentucky, and will enhance service reliability.  If energy and capacity from 

Ghent 2 can cost-effectively be sold to Kentucky Power, then KU’s ratepayers will benefit through 

a reduction to the plant’s remaining net book costs.  The Kentucky economy will also benefit 

 
14 Electronic Investigation Of The Service, Rates And Facilities Of Kentucky Power Company, Case No. 2021-00370. 
15 Case No. 2021-00370, September 15, 2021 Order at 6. 
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through greater local coal production with associated mining and transportation jobs and 

increased state and local tax revenue.   

The Commission should recognize that AEP might have an economic motivation to have 

Wheeling Power sell energy and capacity from the Mitchell Plant to Kentucky Power after 2028 

on a negotiated basis post-RFP.  Power from Mitchell at a negotiated rate after 2028 might be 

part of a reasonable short-term plan.  That option cannot be excluded.  But undue reliance should 

not be placed on AEP as it must balance the needs of both Kentucky and West Virginia.16   

Ghent 2 is a valuable asset.  It can be used by KU for added reliability, load growth, 

economic development and off-system sales.  It can potentially be used by Kentucky Power as a 

base load unit for native load.  Commission oversight is appropriate to reasonably determine 

how that asset should be used.  This is fully consistent with the Legislative intent of SB 4. 

2. Sierra Club’s Conclusion That Joining PJM Would Save The Companies $125 
Million – $140 Million Annually Cannot Be Relied On. 

Sierra Club asserts that based on the analysis of its witness Mr. Levitt the Companies 

could save approximately $125 million – $140 million annually by joining PJM.17  Sierra Club’s 

analysis has at least three significant errors. 

First, Sierra Club’s analysis does not include any of the costs of PJM membership.  The 

annual PJM administrative fee is projected to be $19.2 million to $26.4 million.18  PJM’s annual 

Regional Transmission Expansion Planning (“RTEP”) costs are projected to be $17.8 million to 

$20.5 million.19  Other miscellaneous PJM costs are projected to total $10.5 million to $16.6 

 
16 After 2028, Kentucky Power will still be a 50% owner of Mitchell.  During the terminated Liberty acquisition, 
Kentucky and West Virginia tried and failed to agree on transfer pricing.  How much Wheeling Power will pay 
Kentucky Power for its 50% ownership interest remains undetermined. 
17 Sierra Club Initial Brief at 92. 
182022 RTO Membership Analysis (Attachment 1 to Response to Sierra Club 2-26). 
19 Id. 
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million annually.20  Including only projected PJM benefits while ignoring projected PJM costs is 

obviously incomplete. 

Second, Sierra Club’s analysis assumes that in 2028 the Companies will have 6,790 Mw 

of generation (without adding any new NGCC capacity) and that virtually all of that same 

capacity (6,647 Mw) will still be in operation 32 years later in 2050.21  Sierra Club’s own Hearing 

Exhibit 2 shows that the Companies plan to retire all of the Ghent Units by 2037, all of the Mill 

Creek Units by 2039, and Trimble County Unit 1 in 2045.  The only existing units that are 

planned to still be in operation in 2050 are Trimble County Unit 2 and Cane Run 7.22  Sierra Club 

provides no explanation as to how PJM membership could so dramatically extend the 

operational lives of the Companies’ generation. 

Third, Sierra Club makes an unrealistic assumption about the cost of market-based 

generation capacity in PJM.  It assumes the Companies could purchase 407 Mw of generation 

capacity in 2050 for $11 million ($72/Mw-day).23  At this price, the Companies could supply their 

entire 2050 projected capacity requirement (including reserves) of 8,026 Mw for only $210.9 

million.24  This is just a fraction of the annual generation supply cost of the system today.  It is 

highly unlikely that market-based generation capacity in PJM in 2050 will be a fraction of today’s 

cost.   

Before it reviewed even one piece of evidence Sierra Club already knew its position: retire 

as much coal generation as possible and don’t build any new natural gas replacement capacity.  

That is Sierra Club’s mission statement.25 

 
20 Id. 
21 KIUC Hearing Exhibit 3. 
22 Sierra Club Hearing Exhibit 2. 
23 KIUC Hearing Exhibit 3. 
24 8,026 Mw x $72 x 365. 
25 Sierra Club’s website provides:  “We want to close all US coal plants.  We’re more than halfway there.”  “We 
want to stop all new gas infrastructure.  That means no more dangerous pipelines or carbon-polluting plants.” 
https://coal.sierraclub.org/campaign  

https://coal.sierraclub.org/campaign
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CONCLUSION 

EPA notwithstanding, PJM, MISO, NERC and FERC have all recently come to realize that 

the accelerated retirement of coal generation threatens reliability, public health and public 

safety.26  Through the prudent use of its existing generation assets, Kentucky is in the unique 

position of being able to help both the local economy and the regional power grid. 

Respectfully submitted, 
 
 
/s/ Michael L Kurtz     
Michael L. Kurtz, Esq. 
Jody Kyler Cohn, Esq. 
BOEHM, KURTZ & LOWRY 
36 East Seventh Street, Suite 1510 
Cincinnati, Ohio 45202 
Ph:  513.421.2255   Fax:  513.421.2764 
mkurtz@BKLlawfirm.com 
jkylercohn@BKLlawfirm.com  
 
COUNSEL FOR KENTUCKY INDUSTRIAL 
UTILITY CUSTOMERS, INC. 

October 4, 2023 

 
26 Kollen Direct Testimony at 7-9; Sinclair Rebuttal Testimony at 3-4, 29-31.  
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