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DATA REQUEST

JI2 1

RESPONSE

Please refer to the Company’s response to Staff Request 2-6, including the
statement that “Each program included in the [Distribution Reliability
Rider] Work Plan and recovered through the DRR will have a specific
work order to track all costs, which are recorded to various FERC
accounts.”

a. Within the “TOR — Enhanced ROW Widening” (see Ex. EGP-4) DRR
program, please list each FERC account that costs will be assigned to
(e.g., Accounts 360, 361, 362, 363, 364, 365, 366, 367, 368, 369, 370,
371, etc.) and approximate percentages.

b. Within the “Additional Tie Lines” DRR program, please list each
FERC account that costs will be assigned to and approximate percentages.

c. Within the “DACR/Recloser Modernization” DRR program, please list
each FERC account that costs will be assigned to and approximate
percentages.

d. Within the “Additional New Distribution Substation Sources” DRR
program, please list each FERC account that costs will be assigned to and
approximate percentages.

e. Within the “Asset Renewal/Storm Hardening or Resiliency” DRR
program, please list each FERC account that costs will be assigned to and
approximate percentages.

The FERC Account numbers expected to be assigned to DRR programs include:

a. “TOR — Enhanced ROW Widening-364, 365

b. “Additional Tie Lines-364, 365

c. “DACR/Recloser Modernization”-36216

d. “Additional New Distribution Substation Sources”-362

e. “Asset Renewal/Storm Hardening or Resiliency”-364, 365
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The projects within each DRR program have not been scoped yet, so it is premature to
estimate percentages that will be assigned to each FERC Account.

Witness: Everett G. Phillips

Witness: Heather M. Whitney
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DATA REQUEST

JI2 2

RESPONSE

Please refer to the Company’s response to Staff Request 2-12, including
KPCO R KPSC 2 12 Attachment2.

a. For each customer that received HEART assistance in the 2022/2023
program year, please state whether the customer received HEART or
THAW assistance in each of the five preceding program years.

b. If the Company does not track, from year to year for each customer
account, a history of billing that includes receipt of HEART funds, please
explain why not.

c. For each customer that received THAW assistance in the 2022/2023
program year, please state whether the customer received HEART or
THAW assistance in each of the five preceding program years.

d. If the Company does not track, from year to year for each customer
account, a history of billing that includes receipt of THAW funds, please
explain why not.

a. Please see KPCO R JI 2 2 Attachmentl.

b. Not applicable. See response to part a.

c. Please see KPCO R JI 2 2 Attachmentl.

d. Not applicable. See response to part c.

Witness: Stevi N. Cobern
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DATA REQUEST

JI23

Please refer to the Company’s response to Joint Intervenors’ Request
1.21 and the Company’s response to Staff Request 2-12, including
KPCO R KPSC 2 12 Attachment2.

a. Please provide the number of customers who received assistance from
the TEE program annually from the years 2019 to 2023, and provide the
dollar amount spent per customer for each program year.

b. Please provide the number of customers that received assistance from
both the Targeted Energy Efficiency (TEE) Program and one of the
Company’s HEA Programs (HEART or THAW) assistance in the
2022/2023 program year.

c. If the Company does not track whether participants in the HEART or
THAW program also receive assistance from the TEE Program, please
explain why not.

d. Does the Company have a process for referrals of participants in the
HEART or THAW programs to the TEE program?

1. If so, please describe said process.
ii. If not, please explain why not.

e. Please refer to the TEE page on Kentucky Power’s website, at
https://www kentuckypower.com/savings/home/targeted-energy-
efficiency. Is the Company aware that the link to “contact the local
community action agency in your county of residence” is broken?

RESPONSE
a.
Customers
Receiving Total Average Spend Per
TEE Program Year Assistance Spend Customer
2019 71 $284,800 $4,011
2020 48 $199,960 $4,166
2021 70 $253,189 $3,617
2022 78 $255,312 $3,273
2023 through July 42 $129,279 $3,078
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b. In the 2022/2023 program year, 12 customers who received weatherization assistance
from the Company’s TEE program also received assistance from its HEA Programs
(HEART or THAW).

c. Not applicable. See response to subpart b.

d. Community Action Kentucky (“CAK?”), through local community action agencies,
administers and qualifies customers for the Company’s HEA Programs (HEART and
THAW) and the TEE program, which provides supplemental funding to Kentucky
Housing Corporation’s Weatherization Assistance program. The Company relies on

CAK’s expertise to refer customers to programs for which they may be eligible.

e. The referenced link has been updated to the appropriate CAPKY .org page.

Witness: Scott E. Bishop

Witness: Stevi N. Cobern
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DATA REQUEST
JI2 4 If customers qualify for both the HEA Programs and federal LIHEAP
program:

a. Are they able to receive assistance from both programs? Please explain.

b. Do they automatically receive assistance from both programs? Please
explain.

c. If they qualify for both programs, but are not able to receive assistance
from both programs, is one program the default program? Please identify
which program is the default program and/or describe any policies that
determine which program the customer will receive assistance from.

d. Is the Company aware of any process for referrals of participants in the
LIHEAP programs to the TEE program?

1. If so, please describe said process.
ii. If not, please explain why not.

RESPONSE

a. Yes, customers may qualify to receive assistance from HEART or THAW in addition
to federal programs such as LIHEAP.

b. No, customers do not automatically receive assistance from both programs. Customers
qualify for each program, HEA or LIHEAP, independently and receipt of assistance from
one program does not guarantee qualification for another program. THAW eligibility is
not income based, therefore customers who do not meet LIHEAP income guidelines may
qualify for THAW.

c. Neither program is the default program. Customers can apply for one or both programs
and may receive assistance from both or only one.

d. The TEE program provides supplemental funding to Kentucky Housing Corporation’s
Weatherization Assistance program. Local community action agencies administer and
process applications for LIHEAP programs and the Company’s TEE program. The
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Company relies on CAK’s expertise to refer customers to programs for which they may
be eligible.

Witness: Stevi N. Cobern
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DATA REQUEST
JI2 5 Please identify the number of customers participating in the Company’s
Average Monthly Payment plan (AMP) in each of the last three calendar
years.
RESPONSE

The number of customers participating in the Company’s AMP plan as of December 31
for the last three calendar years is as follows:

2020: 11,258
2021: 13,456
2022: 15,166

For 2023, 15,095 customers were participating in the AMP plan as of June 30, 2023.
AMP is an optional budget program that can levelize the bill amounts throughout the year
to help avoid seasonal spikes. Because it is an optional program, the number of
participating customers on AMP fluctuates throughout the year due to customers
enrolling or removing their account from the program.

Witness: Stevi N. Cobern
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DATA REQUEST
JI2 6 Please refer to the direct testimony of Michael M. Spaeth, page 12—13,
concerning the proposed optional seasonal provision for residential
customers.

a. In Mr. Spaeth’s view, would the proposed seasonal provision more
consistently reduce monthly bill volatility for all participants as compared
to participating in the Company’s Average Monthly Payment plan? Please
explain why or why not in full.

b. Has the Company considered offering operational seasonal provisions
for residential customers during summer months? Please explain in full.

RESPONSE

a. The proposed seasonal provision would reduce bill volatility for participating
customers as the season transitions from the shoulder months (November and April) into
winter and summer, respectively. The discounted winter months rate lessens the bill
shock a participating customer would receive had they been on the standard residential
service rate. With the AMP plan, customers pay about the same amount for electricity
each month, year round. That way, the costs of high usage in cold and hot months are
spread over the entire year. At the 12-month anniversary, any remaining balance is
applied to the AMP monthly payments for the next 12 months to further avoid a
settlement balance.

b. The Company’s residential monthly energy usage does not currently support the need
for a discounted summer rate. Nor have customers communicated a desire for such
provisions to the Company.

Witness: Michael M. Spaeth (subparts a and b)

Witness: Stevi N. Cobern (subpart b)
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DATA REQUEST

JI2 7 Please refer to the direct testimony of Everett G. Phillips, page 16, and
response to Staff’s Request No. 2-19. Please identify the specific data
source(s) Mr. Phillips relied upon for the comparison of customers per
distribution line mile.

RESPONSE

Refer to the Company’s response to KPSC 3-16 and
KPCO R KPSC 3 16 Attachmentl for the requested information.

Witness: Everett G. Phillips
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DATA REQUEST

JI2 8 Please refer to the direct testimony of Michael M. Spaeth, Exhibit MMS-
7, and to the Company’s response to Joint Intervenors’ request 1.18(a).
Please identify the special contract that is summarized in the exhibit and
provide a copy of the special contract.

RESPONSE

Please see Case Number 2020-00019 for the requested information.

Witness: Michael M. Spaeth
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DATA REQUEST
JI2 9 Please refer to the direct testimony of Cynthia G. Wiseman, page 19, lines
1-23.

a. Has the Company quantified the “lower customer bill impacts”
referenced in the testimony?

1. If yes, please provide that analysis, including any supporting
workpapers.
ii. If not, please explain in detail why not.

b. Please explain why “the suspension of rider collection until
securitization occurs . . . would be cash flow neutral compared to 2023.”

RESPONSE

a. See the Company’s supplemental response and attachment to AG-KIUC 1 _18.

b. Assuming securitization occurs in 2024, the Company’s 2024 annual cash flows from a
retail ratemaking perspective would be materially the same with or without deferral of the
rider collection. Cash that would have been collected in the rider in 2024 will be received

via the requested securitization proceeds in 2024 whether or not the Company collects
part of the rider’s annual revenue requirement before securitization occurs.

Witness: Brian K. West
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DATA REQUEST
JI2 10 Please refer to the direct testimony of Cynthia G. Wiseman, page 22, lines
6-8.

a. Has the Company quantified the extent to which “the measures . . .
describe[d] above . . . offset and reduce its requested rate increase”?

1. If yes, please provide that analysis, including any supporting
workpapers.
ii. If not, please explain in detail why not.

RESPONSE

The Company has quantified the benefit to customers for the following items based upon
the Company's proposal. As described below regarding each quantification, certain
quantifications are the estimated impact to the test year revenue requirement, whereas
others are a net present value of benefits over time. The Company did not fully compute
test year revenue requirements for all items it is not requesting in this case.

1. Securitization — see Messner Direct Testimony.
. Suspension of Decommissioning Rider and Rockport Deferral Collection — see

the Company’s September 8, 2023 Supplemental Response to AG-KIUC 1-18.

3. Postponing Depreciation Rate Updates — Estimated $69 million annually (see
Wiseman Direct Testimony at page 20).

4. Reduction to Storm Project Expense Level — Estimated $8.3 million (see

Wiseman Direct Testimony at page 20).

Reduction of Recommended ROE — see the Company’s response to KPSC 3-30.

6. Terminate PJM LSE OATT tracking through Tariff P.P.A. — see the Company’s
September 8, 2023 Supplemental Response to AG-KIUC 1 _18.

9]

Witness: Franz D. Messner
Witness: Katharine 1. Walsh
Witness: Heather M. Whitney
Witness: Brian K. West

Witness: Michael M. Spaeth



Kentucky Power Company
KPSC Case No. 2023-00159
Joint Intervenors’ Second Set of Data Request
Dated September 11, 2023

DATA REQUEST

JI2 11

RESPONSE

Please refer to the direct testimony of Timothy C. Kerns, page 13, lines 9—
14.

a. Please provide any supporting documentation in the Company’s
possession, custody, or control concerning the need for the Mitchell Unit 2
Air Heater Basket Replacement Project.

b. Please provide a detailed breakdown of the total costs of the Mitchell
Unit 2 Air Heater Basket Replacement Project, irrespective of whether the
Company proposes to recover those costs from Kentucky Power
ratepayers (i.e., inclusive of any costs that AEP’s West Virginia affiliate
might seek to recover from ratepayers in a different jurisdiction).

c. Please identify the percentage of the Mitchell Unit 2 Air Heater Basket
Replacement Project that is proposed to be borne by Kentucky ratepayers
(as opposed to ratepayers in a different jurisdiction), and please explain in
detail the Company’s rationale for this allocation.

a. Please see KPCO R JI 2 11 Attachmentl,

KPCO R JI 2 11 ConfidentialAttachment2, and KPCO R JI 2 11 Attachment3 for

the requested information.

b. Please see KPCO_R JI 2 11 Attachment4 for the requested information.

c. Please see the Company’s response to Joint Intervenors 2-11(b) for the requested
information. Please see the Company’s response to Joint Intervenors 2-12(b) for the
Company’s rationale for this allocation.

Witness: Timothy C. Kerns
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One Page Summary Page 1 of 4
Company: Kentucky Power Company Version: 1
Wheeling Power Company
Project: ML2AHBPRG - Mitchell Unit 2 Air Heater Basket Replacement -
Location: Moundsville, WV
Description: The Mitchell Unit 2 steam generator is equipped with two regenerative air heaters. The purpose of the air heaters are to improve

the thermal efficiency of the boiler by heating the incoming cooler combustion air with exiting hot flue gas. The heat transfer takes
place using baskets which consist of heat transferring corrugated plates as they travel from the hot gas side to the cold air side of
the air heater. Because of these service conditions, the baskets are subject to deterioration damage from sulfur dew point
corrosion and soot blower impact damage due to difficult to remove ammonium bisulfate depositions. The existing baskets have
been converted to a Selective Catalytic Reduction (SCR) tolerant design.These baskets are currently one year beyond their
typical life cycle and due to the horizontal shaft design these baskets will degrade exponentially.

Based upon the current severely deteriorated condition of these baskets, it is anticipated that a significant increase in Equivalent
Forced Outage Rate (EFOR) is imminent. It is recommended as a least cost alternative to replace the air heater baskets with new
baskets in 2022. The air heater baskets need to be purchased in July 2021 in order to arrive in time for installation during the
Spring 2022 outage.

Authorization

Amount: Company Function Previously This Submission | Total Approved
Approved Amount Project Cost
KYPCO GEN $0 $3,443,303 $3,443,303
WPCO GEN $0 $3,304,916 $3,304,916
Total $0 $6,748,220 $6,748,220
Cash Flow:
Capital $0 $1,815,019 $4,455,229 $0 $6,270,248
Removal $0 $0 $477,971 $0 $477,971
Total To Be
Authorized $0 $1,815,019 $4,933,200 $0 $6,748,220
Less CIAC/Other
Credits $0 $0 $0 $0 $0
Total Project Cost $0 $1,815,019 $4,933,200 $0 $6,748,220
Total Expense $0 $0 $0 $0 $0

Project Dates:

Start Date : 03/01/2021 In Service Date : 06/01/2022 Completion Date: 08/01/2022

Regulatory Kentucky Power Company -- $3.4M (51%)

Recovery: $3.4M (99%) base rate case filing, TYE 3/31/23, effective 1/1/24.
$0.03M (1%) FERC Annual Formula Rate update, TYE 12/31/22, effective 6/1/23.
Wheeling Power Company -- $3.3M (49%)
WPCo WV base rate case filing, TYE TBD, effective TBD.

Funding: IRC Approved : Yes In Budget : Yes

Approved By :

Daniel V Lee, Christian T Beam, D Brett Mattison

Approved On : 07/07/2021




KPSC Case No. 2023-00159
Joint Intervenors' Second Set of Data Requests
Dat ed Septenber 11, 2023

; foiti [tem No. 11
Capital Program Approval Requisition Attachment 1
Page 2 of 4
Funding and Approval
Direct Cost Prior Years 2021 2022 Future Years Total
Funding: In Forecast $ $0 $0 $0 $0 $0
Offsets Required $0 $1,491,784 $3,990,731 $0 $5,482,515
Total Direct Cost $0 $1,491,784 $3,990,731 $0 $5,482,515
Required
Signatures: Status Name Date
Approved Constance Gayle Casto 06/10/2021
Approved Michael L Belter 06/18/2021
Approved Timothy V Riordan 06/20/2021
Approved Timothy C Kerns 06/20/2021
Approved Michael J Zwick 06/24/2021
Approved Gary O Spitznogle 06/24/2021
Approved Robert D Gladman 06/24/2021
Approved Brian K West 06/24/2021
Approved John J Scalzo 07/01/2021
Approved Daniel V Lee 07/07/2021
Approved Christian T Beam 07/07/2021
Approved D Brett Mattison 07/07/2021
Approved Michael H Huggett 07/07/2021
Approved Douglas E Adams 07/07/2021
Project Contacts:
Type Name
Detail Provider PIANTA,JAMES R
Project Manager | PIANTA,JAMES R
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Page 3 of 4
Component Cl's
Component | Company | Description of Previously Approved This Submission Total Authorized
ID Work $) ($) (6)
Capital Removal Capital Removal Capital Removal Total
ML220SC01 KYPCO |AIR HEATER 0 0 3,204,317 238,986 3,204,317 238,986 3,443,303
BASKET
REPLACEMEN
T
KYPCO Total : 0 0 3,204,317 238,986 3,204,317 238,986 3,443,303
ML220SCWP WPCO |ML U2 AHB 0 0 3,065,931 238,985 3,065,931 238,985 3,304,916
Replacement
WP
WPCO Total : 0 0 3,065,931 238,985 3,065,931 238,985 3,304,916
Grand Total : 0 0 6,270,248 477,971 6,270,248 477,971 6,748,220
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Additional Information
IR Justification: The Mitchell Unit 2 steam generator is equipped with two regenerative air heaters. The purpose of the air heaters

are to improve the thermal efficiency of the boiler by heating the incoming cooler combustion air with exiting hot flue
gas. The heat transfer takes place using baskets which consist of heat transferring corrugated plates as they travel
from the hot gas side to the cold air side of the air heater. Because of these service conditions, the baskets are
subject to deterioration damage from sulfur dew point corrosion and soot blower impact damage due to difficult to
remove ammonium bisulfate depositions. The existing baskets have been converted to a SCR tolerant design.
Based upon the current severely deteriorated condition of these baskets, it is anticipated that a significant increase
in EFOR is eminent. It is recommended as a least cost alternative to replace the air heater baskets with new
baskets in 2022.

Alternatives An alternative is to do nothing and continue using the existing baskets. This would not be a suitable option as the
Considered: existing baskets have been in service for nine years and are severely deteriorated. The air heater baskets will
continue to deteriorate and cause an air heater failure predicted at the end of 2022. A failure would result in a three
week forced outage to make temporary repair and will cost approximately $500,000 in O&M. There will be a 300MW
load curtailment until the permanent repairs can be made in the fall of 2023 and this would require a ten week
outage.

Conclusion: Based upon the current deteriorated condition of the baskets, it is anticipated that a significant increase in EFOR is
imminent. Based on the alternatives, it is recommended as a least cost alternative to replace the air heater baskets
with new baskets in 2022.
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- - Page IO
Unit Mitchell 2 Funding ML2AHBPRG Version 1
Numbers Project Mgr. PIANTA,JAMES R
Mtc of Critical Operating Kentucky Power Company : Base
Category Code Infrastructure Company (s) Wheeling Power Company Unit Role

Project Description

ML U2 Air Heater Basket Replacement

The Mitchell Unit 2 steam generator is equipped with two regenerative air heaters. The purpose of
the air heaters are to improve the thermal efficiency of the boiler by heating the incoming cooler
combustion air with exiting hot flue gas. The heat transfer takes place using baskets which
consist of heat transferring corrugated plates as they travel from the hot gas side to the cold air
side of the air heater. Because of these service conditions, the baskets are subject to
deterioration damage from sulfur dew point corrosion and soot blower impact damage due to
difficult to remove ammonium bisulfate depositions. The existing baskets have been converted to
a Selective Catalytic Reduction (SCR) tolerant design.These baskets are currently one year
beyond their typical life cycle and due to the horizontal shaft design these baskets will degrade

Scope & Objectives

Project Plan exponentially. Based upon the current severely deteriorated condition of these baskets, it is
anticipated that a significant increase in Equivalent Forced Outage Rate (EFOR) is imminent. It is
recommended as a least cost alternative to replace the air heater baskets with new baskets in
2022. The air heater baskets need to be purchased in July 2021 in order to arrive in time for
installation during the Spring 2022 outage.

Project Phase(s) Covered In Total Estimate Cost of all
This Version Phases
Schedule In-Service Date: 2022-06-01

Project Justification

The Mitchell Unit 2 steam generator is equipped with two regenerative air heaters. The purpose of the air heaters are to improve
the thermal efficiency of the boiler by heating the incoming cooler combustion air with exiting hot flue gas. The heat transfer takes
place using baskets which consist of heat transferring corrugated plates as they travel from the hot gas side to the cold air side of
the air heater. Because of these service conditions, the baskets are subject to deterioration damage from sulfur dew point
corrosion and soot blower impact damage due to difficult to remove ammonium bisulfate depositions. The existing baskets have
been converted to a SCR tolerant design.Based upon the current severely deteriorated condition of these baskets, it is anticipated
that a significant increase in EFOR is eminent. It is recommended as a least cost alternative to replace the air heater baskets with
new baskets in 2022.

Alternatives Considered

An alternative is to do nothing and continue using the existing baskets. This would not be a suitable option as the existing baskets
have been in service for nine years and are severely deteriorated. The air heater baskets will continue to deteriorate and cause an
air heater failure predicted at the end of 2022. A failure would result in a three week forced outage to make temporary repair and
will cost approximately $500,000 in O&M. There will be a 300MW load curtailment until the permanent repairs can be made in the
fall of 2023 and this would require a ten week outage.

Financial Analysis Summary

Economic Analysis Assumptions

Year Prior Years 2023 2024 2025+ Total ($)
Amount Budgeted $0 $0 $0 $0 $0
Internal Labor/RSO $0 $0 $0 $0 $0
Material $1,657,538 $0 $0 $0 $1,657,538
FODA $199,264 $0 $0 $0 $199,264
Cash Flow (Requested) Outside Services $2,846,614 $0 $0 $0 $2,846,614
Direct Costs (AEP Portion | Other $0 $0 $0 $0 $0
=100 %) Contingency $313,554 $0 $0 $0 $313,554
Removal (No 506) $465,545 $0 $0 $0 $465,545
Total Direct $5,482,515 $0 $0 $0 $5,482,515
Delta: Budget vs
Request ($5,482,515) $0 $0 $0 ($5,482,515)
Overheads $1,010,255 $0 $0 $1,010,255 $1,010,255
LOADINGS Fringes $102,095 $0 $0 $0 $102,095
(AEP Portion = 100%) AFUDC $153,354 $0 $0 $0 $153,354
Amount to be
Authorized $6,748,220 $0 $0 $0 $6,748,220
Loaded Costs (AEP Associated O&M
Portion = 100%) (incld 506 Removal) $0 $0 $0 $0 $0

1
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ATTACHMENT 3: Risk-Balanced Technical Options (RBTO) Matrix - ML2AHBPRG Attachnent 3

Project Lead/Organization: James R Pianta Pag e 1l Of 2
RBTO Process Participants/Roles: Jim Pianta Detail Provider
Ryan Huff Steam Process Owner

Cl Project Description: ML U2 AH Basket Replacement
Overall Problem Statement: The air heater baskets are at end of life.

Design Life (5 years vs. 10 years vs. 20 years vs. 30 years, other): Other 8 year

*Required for Cl project authorization: Approver/Endorsement (see RBTO Guideline, Item 4.4.4 for Mgmt Approval & RBTO Guideline, Item 4.4.5 for Plant Sponsor endorsement):

Project Lead’s Manager approval: _Joseph E Bittinger Jr. 3/29/2021 (include typed initials & date approved)
Project Lead’s Director approval for CI’s greater than or equal to $IMM: _Matthew T Usher  3/29/2021 (include typed initials & date approved)
Plant Sponsor endorsement (Plant Manager or designated delegate): _Ryan Huff 3/30/2021 (include typed initials & date endorsed)

Notes: The Mitchell Unit 2 air heater baskets were replaced in 2012. These baskets have suffered corrosion / fatigue / erosion since the 2012 replacement due to sootblowing and typical
service. These baskets have deteriorated to a point requiring replacement in 2022. These baskets are currently 1 year beyond their typical life cycle and due to the horizontal shaft design of
these baskets will degrade exponentially. Based upon current conditions a % EFOR due to complete basket failure is predicted for 2023. Due to the current severe nature of the damage an 10
week forced outage in 2023 is anticipated if this project is not implemented in 2022.

Replace the ML2 Air Heater Baskets and Seals during the 2022 Outage versus doing nothing and accepting the associated forced outage, capital, O&M, and negative capacity impacts. The do
nothing case assumes the air heater baskets will continue to fail and cause a full air heater catastrophic failure at the end of 2022. This will require a 10 week unscheduled outage and will
need $6.9M to replace the rotors and air heater baskets.

Technical Options Risks, Key Assumptions & Benefits Capital Cost |(O&M Cost |Recommendation & Rationale

Required: Include more than 1 technical (define IF more than 1 technical option is desired to be processed
option in addition to a ‘Do-Nothing’ option Removal if |through more advanced cost estimating and business case

or a schedule deferral. known) development then define on this matrix. Cost estimate class will

be assumed to be AACEI Class V (Concept Screeening) for all
technical options unless defined otherwise in this column.

3) Complete air heater basket replacement|Risk: None $6,748,219 Recommended Air heater basket materials require routine
in 2022 Benefit: Benefit - complete replacement of air replacement based upon a predicted finite life cycle. Lowest cost
heater baskets would restore the heat transfer of acceptable options.

surface area and alleviate future projected
curtailments and forced outages.

Design: Maintain current ABS tolerant design to
continue clean-ability and performance.

1) Do Nothing Risk: Future escalating curtailments and forced |[Catastrophic |Forced Possible but not Recommended Not Recommended Outside
outage events. The existing baskets are failure basket |outage costs [stakeholders risk tolerance due to excessive forced outage
severely deteriorated and a catastrophic basket |replacement [to remove |duration.

failure is anticipated prior to the 2024 outage. If|conducted in |basket

a catastrophic failure were to occur, baskets 2023. debris and
have an 18 week lead time. A minimum 10 restore PA
week outage is required to replace the baskets. fans to
Loose basket fill can bind up the air heater in service.

service causing a forced outage to repair.

Benefit: Deferred capital expenditure.

Design:
2) Deferral to next outage of sufficient Risk: Future escalating curtailments and forced |[Catastrophic |Forced Possible but not Recommended Not Recommended. Continued
length. outage events. The existing baskets are failure basket |outage costs|degradation of the air heater baskets will become more costly and
severely deteriorated and a catastrophic basket |replacement [to remove |wash cleanings less effective to alleviate curtailments and forced
failure is anticipated prior to the 2024 outage. If|conducted in |basket outages.
a catastrophic failure were to occur, baskets 2023. debris and
have an 18 week lead time. A minimum 10 restore PA
week outage is required to replace the baskets. fans to
Loose basket fill can bind up the air heater in service.

service causing a forced outage to repair.

Benefit: Deferred capital expenditure.

Design:

4) Replace cold end baskets in 2022 and  [Risk: Hot end corrosion and degradation $5,860,000 Possible but not Recommended Cold end basket only

not hot end. continues. replacement requires the hot end needs to be removed to access
Benefit: Benefit - replacement of cold end air the cold end retaining welds and shims. Same cost as complete
heater baskets would restore the heat transfer air heater basket replacement.

surface area on cold end curtailments and
alleviate future projected curtailments and
forced outages.

Design: Maintain current ABS tolerant design to
continue clean-ability and performance.

Include more than 1 page as needed. Prepare RBTO matrix line items as complete technical options to be directly comparable (i.e., apples-to-apples), see Attachment 2.
Required: For this RBTO matrix to be ‘completed’, it must include more than one technically feasible option,
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is responsible management approved and is Plant Sponsor endorsed (see RBTO Guideline, Item 1.4). At t ac h ment 3
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Kentucky Power Company
KPSC Case No. 2023-00159
Joint Intervenors’ Second Set of Data Request
Dated September 11, 2023

DATA REQUEST

JI2 12 Please refer to the direct testimony of Timothy C. Kerns, page 12, Figure
TCK-3. For each generation capital addition listed for the Mitchell plant,
please identify:

a. Whether the dollar figure listed is the total amount that was spent at the
Mitchell plant for that purpose, only the portion of the total expenditure
that the Company seeks to recover from Kentucky ratepayers, or
something else;

b. What percentage of the total expenditure the Company seeks to recover
from Kentucky ratepayers, as opposed to ratepayers in a different
jurisdiction, and the Company’s rationale for this percentage.

RESPONSE
a. The dollar figure listed represents Kentucky Power’s share only.

b. Capital expenditures incurred prior to September 2022, excluding AFUDC, were
allocated 50:50 between Kentucky Power and Wheeling Power. Please see
KPCO R JI 2 12 Attachmentl for the allocations applied to capital expenditures
incurred on/after September 2022, excluding AFUDC.

Please see KPCO R JI 2 12 Attachment2 for the Company’s rationale, which is the
Written Consent Action of the Mitchell Operating Company, dated September 1, 2022.
Effluent Limitation Guidelines (“ELG”) and Coal Combustion Residuals (“CCR”) related
items can be found in sub-bullets c, d, and e, at the top of page 4, while capital
expenditures such as the air heater basket can be found in sub-bullets b and c in the
middle of page 4.

Witness: Timothy C. Kerns
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American Electric Power
Allocation of Non-ELG Mitchell Capital Expenditures

Annual Avg.

. Periods |Portion of Dep Life

Month |Wheeling | Kentucky Remam.mg prior to Dec. before Dec. Wheeling| Kentucky
Dep. Life
2028 2028

Sep-22 |82.73% |17.27% 220 76 34.55%
Oct-22 |82.88% {17.12% 219 75 34.25%
Nov-22 (83.03% [16.97% 218 74 3394% §2.35% 17:05%
Dec-22 |(83.18% [16.82% 217 73 33.64%
Jan-23 |83.33% |16.67% 216 72 33.33%
Feb-23 [83.49% [16.51% 215 71 33.02%
Mar-23 |83.64% |16.36% 214 70 32.71%
Apr-23 |83.80% |16.20% 213 69 3239%
May-23 |83.96% [16.04% 212 68 32.08%
Jun-23 |84.12% |15.88% 211 67 31.75%
Jul-23 |84.29% [15.71% 210 66 sLa3%| A% 15.79%
Aug-23 [84.45% [15.55% 209 65 31.10%
Sep-23 [84.62% |15.38% 208 64 30.77%
Oct-23 [84.78% |15.22% 207 63 30.43%
Nov-23 |[84.95% |15.05% 206 62 30.10%
Dec-23 |[85.12% |14.88% 205 61 29.76%
Jan-24 |85.29% |14.71% 204 60 29.41%
Feb-24 [85.47% |14.53% 203 59 29.06%
Mar-24 [85.64% |14.36% 202 S8 28.71%
Apr-24 |185.82% |14.18% 201 S7 28.36%
May-24 186.00% |14.00% 200 56 28.00%
Jun-24 |86.18% |13.82% 199 S5 27.64% 86.28% 13.72%
Jul-24  |86.36% |13.64% 198 54 27.27%
Aug-24 |86.55% [13.45% 197 S3 26.90%
Sep-24 |86.73% [13.27% 196 52 26.53%
Oct-24 |86.92% [13.08% 195 51 26.15%
Nov-24 |87.11% [12.89% 194 50 25.77%
Dec-24 |[87.31% [12.69% 193 49 25.39%

2023-00159

2023

Item No. 12

Rttachment 1

Page 1 of 3
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Annual Avg.
- Periods |Portion of Dep Life
) Remaining | .
Month |Wheeling|Kentucky Dep. Life prior to Dec. before Dec. Wheeling | Kentucky
2028 2028
Jan-25 |87.50% [12.50% 192 48 25.00%
Feb-25 |87.70% |12.30% 191 47 24.61%
Mar-25 |87.89% [12.11% 190 46 24.21%
Apr-25 (8810% |11.90% 189 45 23.81%
May-25 |88.30% |11.70% 188 44 23.40%
Jun-25 |[8850% [11.50% 187 43 22.99%
Jul-25 [8871% |11.29% 186 42 22.58% g2 1.38%
Aug-25 [88.92% [11.08% 185 41 22.16%
Sep-25 [89.13% |10.87% 184 40 21.74%
Oct-25 |89.34% |10.66% 183 39 21.31%
Nov-25 189.56% |10.44% 182 38 20.88%
Dec-25 |89.78% |10.22% 181 37 20.44%
Jan-26 [90.00% |10.00% 180 36 20.00%
Feb-26 |90.22% [9.78% 179 35 19.55%
Mar-26 190.45% [9.55% 178 34 19.10%
Apr-26 |190.68% [9.32% 177 33 18.64%
May-26 [90.91% |[9.09% 176 32 18.18%
Jun-26 [91.14% |8.86% 175 31 17.71%
Jul-26  [91.38% |8.62% 174 30 17.2a%| L28% —
Aug-26 |9162% |8.38% 173 29 16.76%
Sep-26 |91.86% |8.14% 172 28 16.28%
Oct-26 |9211% |[7.89% 171 27 15.79%
Nov-26 |92.35% |7.65% 170 26 15.29%
Dec-26 |92.60% |7.40% 169 25 14.79%
Jan-27 [9286% |7.14% 168 24 14.29%
Feb-27 |9311% |6.89% 167 23 13.77%
Mar-27 |9337% |6.63% 166 22 13.25%
Apr-27 [93.64% |6.36% 165 21 12.73%
May-27 193.90% [6.10% 164 20 12.20%
Jun-27 |9417% |5.83% 163 19 11.66%
Jul-27  |94.44% |556% 162 18 11.11% 94.33% i
Aug-27 |94.72% |5.28% 161 17 10.56%
Sep-27 [95.00% |5.00% 160 16 10.00%
Oct-27 |[95.28% |4.72% 159 15 9.43%
Nov-27 |95.57% |4.43% 158 14 8.86%
Dec-27 |95.86% |4.14% 157 13 8.28%
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Annual Avg. Page 3 of 3
. . Periods |Portion of Dep Life
. Remaining | . .
Month |Wheeling|Kentucky Dep. Life prior to Dec. before Dec. Wheeling| Kentucky
2028 2028
TR —

Jan-28 [96.15% |3.85% 156 12 7.69%
Feb-28 |96.45% {3.55% 155 11 7.10%
Mar-28 |96.75% |[3.25% 154 10 6.49%
Apr-28 |97.06% |2.94% 153 9 5.88%
May-28 |97.37% |263% 152 8 5.26%
Jun-28 |9768% |2.32% 151 7 4.64%
jul-28  [98.00% |2.00% 150 6 4.00% 3487 213%
Aug-28 [98.32% |1.68% 149 5 3.36%
Sep-28 [98.65% |1.35% 148 4 2.70%
Oct-28 |98.98% |1.02% 147 3 2.04%
Nov-28 |99.32% [0.68% 146 2 1.37%
Dec-28 |99.66% [0.34% 145 1 0.69%




KPSC Case No. 2023-00159
Joint Intervenors Second Set of Data Requests
Dated September 11, 2023

Execution Copy

WRITTEN CONSENT ACTION
OF THE MITCHELL OPERATING COMMITTEE
September 1, 2022

The undersigned, being all of the Owners’ Operating Representatives of the Operating
Committee (the “Committee™) of the Mitchell Plant Operating Agreement (the “Agreement”), do
hereby consent to the adoption of the following resolutions, which resolutions shall be deemed to
be adopted as of the date hereof (“Effective Date™) and to have the same force and effect as if
such resolutions had been adopted at a meeting duly called therefor:

1. Waiver of Notice.

RESOLVED, that any and all notice to take any action in adopting the following
resolutions be, and it hereby is, waived by the undersigned.

2. Approval of Resolutions To Implement the Agreement

WHEREAS, Wheeling Power Company (“Wheeling Power”) and Kentucky Power
Company (“Kentucky Power”) recognize that the Public Service Commission of West Virginia
(“WVPSC”) and the Kentucky Public Service Commission {“KPSC”) approved different
investments in response to federal environmental rules at the Mitchell Plant and different
approaches to operating and owning the Mitchell Plant after December 31, 2028;

WHEREAS, the WVPSC in its orders authorized Wheeling Power to make any
improvements or upgrades to the Mitchell Plant to enable compliance with the Effluent
Limitations Guidelines (“ELG Rule”), and agreed exclusively to fund all of the capital
expenditures associated with implementation of the ELG Rule (“ELG Upgrades™), and to make
other necessary improvements or upgrades to the Mitchell Plant, to preserve the option to operate
the plant past 2028;

WHEREAS, the KPSC in its orders authorized Kentucky Power to make only the
improvements and upgrades to the Mitchell Plant to enable compliance with the Coal Combustion
Residuals Rule (“CCR Rule”), and agreed to fund only its ownership share of the capital
expenditures associated with the CCR Rule (“CCR Upgrades™), but not the ELG Rule, and
acknowledged that because the ELG Upgrades are needed to operate the Mitchell Plant after
2028, approving the CCR and not the ELG Upgrades results in Kentucky Power being permitted
only to operate the Mitchell Plant until the end of 2028;

WHEREAS, on November 19, 2021, each Owner filed with its Commission a proposed
Mitchell Plant Operations and Maintenance Agreement and a proposed Mitchell Plant Ownership
Agreement (“Proposed Mitchell Agreements™) to replace the Agreement to facilitate compliance
with the KPSC’s and WVPSC’s respective orders regarding compliance with the CCR and ELG
Rules at the Mitchell Plant;

WHEREAS, the Committee believed that replacement of the Agreement with the New
Mitchell Agreements at the soonest practical date was advisable and in the best interests of

Item No. 12
Attachment 2
Page 1 of 5



KPSC Case No. 2023-00159
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ExecutioR &ghyertember 11, 2023

Kentucky Power Company, Wheeling Power Company, and their respective customers;

WHEREAS, the KPSC and WVPSC issued orders adopting versions of the Mitchell
Agreements on May 3, 2022 and July 1, 2022, respectively, that differ in material respects, such
that the Owners are unable to enter into new agreements at the current time;

WHEREAS, the Agreement remains in full force and effect in accordance with its terms
pending future negotiation of longer term arrangements by the Owners that replace the
Agreement, subject to state and other applicable regulatory approvals;

WHEREAS, in light of the foregoing developments, the Operating Committee believes
it is now in the best interests of the Mitchell Plant and their respective customers to continue
operating under the Agreement in the short term to accomplish the operational objectives
necessitated by the KPSC and WVPSC in their orders and prevent any delays in constructing the
ELG Upgrades, which could have a negative effect on future plant outages and unit availability;

WHEREAS, the Committee must establish certain operating principles pursuant to its
authority under the Agreement to appoint Wheeling Power as the operator of the Mitchell Plant,
to enable the ELG Upgrades to be performed by Wheeling Power, and to adopt the procedures
necessary to properly allocate costs between the two Owners such that Wheeling Power will pay
for all of the costs of the ELG Upgrades, in accordance with the authority of the Committee under
the Agreement;

WHEREAS, the Committee must also appropriately allocate costs between the two
Owners such that Wheeling Power will pay for the cost of capital investments to the extent they
have a depreciable life after December 31, 2028;

WHEREAS, the Committee 1s vested with certain enumerated rights and duties under the
Agreement, as well as other duties as agreed by the Owners (Section 7.2(3));

WHEREAS, the rights and responsibilities of the Committee include, but are not limited
to, (1) review and approval of an annual budget and operating plan (Section 7.2(a)); (2) decisions
on capital expenditures (Section 7.2(d)}); establishment and modification of billing procedures
(Section 7.2(f)); (3) establishment of, termination of, and approval of any change or amendment
to the operating arrangements between Kentucky Power and Agent pertaining to the Mitchell
Plant (Section 7.2(h)); and (4) review and approval of plans and procedures designed to ensure
compliance with any environmental law, regulation ordinance or permit (Section 7.2(1}));

WHEREAS, pursuant to Section 7.9 of the Agreement, capital repairs and improvements
to the Mitchell Plant will be determined by the Committee pursuant to the annual budgeting
process which shall, pursuant to Section 7.10 of the Agreement, remain in effect throughout the
applicable operating year subject to such changes, revisions, amendments and updating as the
Committee may determine; and

WHEREAS, further pursuant to Section 7.9, the expenditures that the Committee
determines have been or will be incurred exclusively for one Owner shall be assigned exclusively

Item No. 12
Attachment 2
Page 2 of 5
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ExecutiorPéGgypertember 11, 2023

to that owner, and, pursuant to Section 7.2(d), decisions on capital expenditures are among the
responsibilities of the Committee.

NOW, THEREFORE, BE IT RESOLVED, that Kentucky Power’s rights and
obligations to operate and maintain the Mitchell Plant are delegated to Wheeling Power, and
Wheeling Power accepts and consents to such delegation, effective as of the Effective Date,
including, but not limited to, Kentucky Power’s rights and obligations under Sections 1.1
(Appointment of Operator), 1.2 (Maintenance of Books and Records}), 1.4 (Monthly Statements),
1.5 (Daily Operations), 3.1 (Capital Work), 5.1 (Coal Procurement), 6.3 (Accounting - Operating
Expenses), 6.4 (Accounting — Maintenance Expenses), and 7.10 (Budgeting) of the Agreement,
including the following which shall occur on or after the Effective Date:

a. Kentucky Power’s employees who work at the Mitchell Plant shall become
employees of Wheeling Power,

b. All open and active contracts on the Effective Date for the purchase of fuel,
transportation, goods and services for the operation, maintenance and
improvement of the Mitchell Plant and all collective bargaining agreements for
labor at Mitchell Plant shall be assigned by Kentucky Power to Wheeling Power
and assumed by Wheeling Power;

c. All leased property used in support of the Mitchell Plant, including but not limited
to vehicles and computer equipment, shall be transferred on the books of the lessor
from the leased assets account of Kentucky Power to the leased assets account of
Wheeling Power; and

d. Ownership or other beneficial interest of the tugboat used at Mitchell Plant shall
be transferred to Wheeling Power.

RESOLVED, that Wheeling Power will have the power and obligation as the operator of
the Mitchell Plant to enter into and hold permits in its name on behalf of both Owners or on its
own behalf, as the circumstances require, including the ELG permits, and all existing permits not
held by Wheeling Power will be transferred to it in an orderly manner.

RESOLVED, that pursuant to Sections 7.2(d) and 7.9 of the Agreement, the Owners
jointly recognize Wheeling Power’s right to carry out and pay for the ELG Upgrades under the
Agreement and approve the following procedures to facilitate that work consistent with the orders
of the WVPSC and KPSC, and to protect Kentucky ratepayers from the associated costs and risks:

a. The permits related to the ELG Upgrades at the Mitchell Plant will be transferred
to Wheeling Power to the extent not held by Wheeling Power, and all prior
action taken by the Owners in furtherance of the foregoing is ratified and
approved;

b. All construction and other contracts related to the ELG Upgrades will be in the
name of Wheeling Power such that Wheeling Power (and not Kentucky Power)
1s contractually responsible for those contracts;

Item No. 12
Attachment 2
Page 3 of 5
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The appropriate work orders and supporting accounting will be implemented to
assign to Wheeling Power all costs associated with the ELG Upgrades;

The appropriate work orders and supporting accounting will be implemented to
assign to Wheeling Power and Kentucky Power equally all costs associated with
the CCR Upgrades;

The expenditures associated with the CCR Upgrades, in which the Owners share
equally, and the ELG Upgrades, which will be the exclusive responsibility of
Wheeling Power, will be classified in accordance with the recommendations of
the independent engineer’s report identifying the ELG Upgrades and CCR
Upgrades and their associated costs, as previously adopted by this Committee.

RESOLVED, that to further implement and clarify Sections 3.2 and 7.9 of the
Agreement, the Owners approve the following procedures related to capital items which have a
depreciable life extending beyond, or with an in-service date not occurring until after, December

31,2028:

a.

Wheeling Power will exclusively pay for any capital item whose in-service date
1s reasonably expected to be after December 31, 2028;

Wheeling Power’s Operating Representative may unilaterally authorize any
capital expenditure that will be assigned exclusively to Wheeling Power, including
the ELG Upgrades;

if a capital expenditure has a depreciable life that extends beyond December 31,
2028, Kentucky Power’s responsibility for the cost of that item will be limited to
its 50% ownership share of the cost of the asset ratably allocated to the portion of
such depreciable life occurring prior to December 31, 2028, and Wheeling Power
will be responsible for the remainder;

any other capital expenditures shall be allocated 50% to (and paid for by) each
Owner, subject to the written approval of the Operating Committee;

to the extent either Owner funds any capital item in excess of 50%, that capital
item will be owned by the Owners in proportion to their investment in that asset
for regulatory, tax and other purposes; and

an Owner’s Operating Representative may unilaterally authorize any capital
expenditure for which such Owner shall be allocated greater than 75% of the
capital costs, up to an aggregate amount of such capital costs that does not exceed
$3 million per year allocated to the other Owner.

Item No. 12
Attachment 2
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IN WITNESS WHEREOF, the undersigned have signed this written consent action il

effective as of the Effective Date.

OPERATING REPRESENTATIVES:

Dm,bu W Mattison.

D. Brett Mattison

DocuSigned by
(st T> Brom
Christian T. Beam




Kentucky Power Company
KPSC Case No. 2023-00159
Joint Intervenors’ Second Set of Data Request
Dated September 11, 2023

DATA REQUEST

JI2 13 Please refer to the direct testimony of Timothy C. Kerns, page 16, lines
12-20, and the Company’s response to Staff Request 2-33.

a. Please provide copies of the Company’s “work orders to ensure costs
related to the scope of work for each of the CCR and ELG projects are
appropriately charged.”

RESPONSE

a. Please see KPCO R JI 2 13 Attachmentl for the requested information.

Witness: Timothy C. Kerns



KPSC Case No. 2023-00159

Joint Intervenors' Second Set of Data Requests
Dat ed Septenber 11, 2023
Item No. 13
Attachnent 1
Rage 1 of 1
WPCo LTD KYES;ETD
' . Spend through WPCo (% | KPCo (%
LIS WO Description LA WD U ETL WO Task Description GL Project — WO Benefiting Loc Comment March 2023, Ll allocated to| allocated to
Order Number Status Task Number Account X March 2023,
excluding h each WO) | each WO)
AFUDC excluding
AFUDC
Bottom Ash Replaced through
E10075764 |Pond CCR Closed  |E10075764001 |BOUom AshPond CCR 000020310  [1070001 |Mitchell Plant Unit 0 |change in operational . - N/A N/A
; Compliance )
Compliance control to Wheeling
Bottom Ash . Replaced through
E10075764 |Pond CCR Closed |E10075764002 g'e‘mDv?’ Ash Hndling Conv.|5,3050310  |1080005  |Mitchell Plant Unit 0 |change in operational ; - N/A N/A
Compliance control to Wheeling
Replaced through
10164546 |MECCRELG 1oi0ceq  [E10164546001 |Mb New Wastewater Ponds |406050314 11070001 |Mitchell Plant Unit 0 |change in operational . - N/A N/A
Compliance Inst )
control to Wheeling
Replaced through
E10164546 |M-CCRELG loioced  [E10164546002 |V New Wastewater Ponds |406050310 1080005 | Mitchell Plant Unit 0 |change in operational ; ; N/A N/A
Compliance Rmvl )
control to Wheeling
Replaced through
E10164502 |MLCCRELG 1o0ceq  |E10164502001 |ML BOtom AshRemoval 456050310 5010000  |Mitchell Plant Unit 0 |change in operational (2,493) 645 135% -35%
Compliance Fuel -
control to Wheeling
Replaced through
E10164503 |MECCRELG loioceq  |E10164503001 |Mb FCD Wstewater Trmnt 406050310 1070001 |Mitchell Plant Unit 0 |change in operational ; ; N/A N/A
Compliance Inst )
control to Wheeling
ML ELG
E10539452 |CMPlianc Approved |E10539452001 |ML ELG Bottom Ash Pond (i) [MLWPCOELG|1070001  |VitChell PlANtWPCo | o wo 32,590,408 - 100% 0%
Bottom Ash Gen only
Pond
ML ELG
E10539452 |CMPlianc Approved |E10539452002 |V- ELG Dry AshHndiing ) \pcog gl1080005 | Mitchell PlantWPCo | o wo 365,448 - 100% 0%
Bottom Ash Conv(R) Gen only
Pond
Replaced by
E10539454 |MLO CCR Approved |E10539454001 |M-0 CCR New Wastewater |, \ybcoer 6[1070001  |Mitchell Plant Unit 0 |E10567546001 to (249,526) (49,344) 83% 17%
Compliance Ponds(l) .
correct owner allocation
Replaced by
E10539454 |MLO CCR Approved |E10539454002 |ML0 CCR Wastewater MLWPCOELG|1080005  |Mitchell Plant Unit 0 |E10567546002 to 13,112 13,112 50% 50%
Compliance Ponds(R) .
correct owner allocation
E10539455 'é"c;r?];iisce Approved |E10539455001 'I\:"l:‘gl CCR Bottom Ash RmVI |\, \bc0ELG|5010000  |Mitchell Plant Unit 0 |Current wo 2,103,417 | 2,100,279 50% 50%
E10539457 |MLOELG Approved |E10539457001 |ML0 ELG FGDWstewtr 1y, \y oo gl1070001  |MitChell PlantWPCo | o wo 17,033,945 - 100% 0%
Compliance Trtmnt Inst Gen only
10567546  |M-O CCR Approved |E10567546001 |M-0 CCR New Wastewater |y, \yocog 6l1070001  |CCR Mitchell Plant | Current wo 10,944,038 | 10,942,332 50% 50%
Compliance Pond(l)
E10567546 MO CCR Approved |E10567546002 |ML0 CCR Wastewater MLWPCOELG|1080005 |CCR Mitchell Plant  |Current WO 201,582 201,582 50% 50%
Compliance Ponds(R)




Kentucky Power Company
KPSC Case No. 2023-00159
Joint Intervenors’ Second Set of Data Request
Dated September 11, 2023

DATA REQUEST
JI2 14 Please refer to the direct testimony of Adrien M. McKenzie, page 45, lines
4-13.

a. Please provide the threshold values used to determine low and high end
DCEF results.

b. Please explain how the low and high end DCF value thresholds were
determined, including supporting documentation and/or analyses to
support these thresholds.

RESPONSE

a. As noted at page 45 of Witness McKenzie’s Direct Testimony, low-end DCF estimates
ranging from 1.6% to 7.3% and high-end DCF results of 19.8% and 20.4% were
eliminated. As explained at pages 44-45 of his Direct Testimony, Mr. McKenzie’s
evaluation of low-end DCEF results considered prevailing yields on public utility bonds, as
well as threshold tests applied by other regulators. Considering these benchmarks, Mr.
McKenzie eliminated DCF estimates of 7.3% and below. With respect to the 19.8% and
20.4% values, at the upper end of the DCF range, Mr. McKenzie considered these
estimates to be illogical based on the dispersion of the results, considered in light of his
professional judgment.

b. Please refer to the tab labelled “Low-end WP” in the Excel file supporting Mr.
McKenzie’s Direct Testimony, which was previously provided as

KPCO R KPSC 2 1 Attachment54 McKenzieWP54 in response to KPSC 2-1. In
addition, FERC applies a high-end test equal to 200% of the median value of all results.
The medians produced by Mr. McKenzie’s DCF study range from 8.5% to 9.6%, and
imply upper-end thresholds of 17.0% to 19.2%.

Witness: Adrien M. McKenzie



Kentucky Power Company
KPSC Case No. 2023-00159
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Dated September 11, 2023
Page 1 of 2

DATA REQUEST

JI2 15

RESPONSE

Please refer to the Company’s response to Staff Request 2-1, Attachment
10, Messner workpaper.

a. Please explain why the “conventional” regulatory asset calculations
assume a flat payment each month (as shown in the “received from
customers” column) for the entire recovery period, as with a mortgage
payment.

b. In reality, would the regulatory asset’s return of and on investment be
recovered in rates through a flat monthly payment?

1. If yes, please explain why.

i1. If not, please explain how the costs would be passed through to
rates, and how that would be calculated.

iii. If not, please explain why the NPV savings from securitization
assumed that the conventional rate recovery of a regulatory asset
would follow a flat payment.

c. If available, please provide the NPV savings assuming that the
conventional rate recovery would be the same as any regulatory asset.

d. If the regulatory asset were recovered in the manner described in (c),
would that increase or decrease the savings from securitization? Please
explain.

a. The “conventional” regulatory asset calculations assumed a flat monthly payment
because the way the regulatory assets may be recovered through conventional recovery is
presently unknown. A flat payment assumption also allows for a relatively straightforward
comparison to a flat securitization payment assumption. The illustrative calculation of the
savings associated with securitization as compared to conventional recovery is primarily
driven by the fact that securitization assumes a lower cost of capital than conventional
recovery. As described in the Direct Testimony of Witness Niehaus beginning on page 8,

line 22:

With the appropriate statutory framework and a carefully crafted financing
order, securitizations benefit from a significantly lower cost of capital
compared to traditional investor-owned utility rate mechanisms. Typically,
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traditional rate mechanisms set customer rates based upon a utility’s
weighted cost of capital, which includes an average corporate debt cost
along with a generally higher allowed return on 50 percent or more equity
capital in the calculation. Utility securitization customer charges are based
upon a capital cost comprised of 99.5 percent AAA-rated debt and 0.5
percent equity. By significantly increasing the percentage of debt and
virtually eliminating the equity return component of these transactions,
utility ratepayers can save millions of dollars in carrying costs associated
with the recovery of these legitimate utility expenses.

b.-d. See response to subpart a above.

Witness: Franz D. Messner
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DATA REQUEST

JI2 16 Please refer to the Company’s response to Staff Request 2-1, Attachment
54, McKenzie workpaper.

a. Please provide the underlying data and source for the “average utility
bond yield” rates used in tab 9(2).

b. Please provide the assumed or actual bond rating for this data.

c. Please provide the earned ROE for the industry for the years shown on
tab 9(2), for as many years as available.

RESPONSE

a. Copies of the source documents supporting the annual average utility bond yields
reported in tab 9(2) are attached as KPCO R JI 2 16 Attachmentl.

b. The yields reported on tab 9(2) are the average of the yields corresponding to the Aaa,
Aa, A, and Baa rating categories, where applicable in each year.

c. Mr. McKenzie has not conducted any analyses of average historical earned rates of

return on common equity for the electric utility industry; nor was such a study necessary
to support the recommendations and conclusions presented in his Direct Testimony.

Witness: Adrien M. McKenzie
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