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The dersigned, Lisa D. Steinkuhl, Director Rates & Regulatory Planning, being
duly sworn, deposes and says that she has personal knowledge of the matters set forth in
the foregoing data requests and that the answers contained therein are true and correct to

the best of :r knowledge, information and belief.

Lisa é Steinkuhl Affiant

Subscribed and sworn to before me by Lisa D. Steinkuhl on this day of

. 2025.

INVILANI T ULDDLII
My Commission Expires:

EMILIE SUNDERMAN
Motary Publie
State of Qhig

My Comm. Expires
July 8, 2027




VERIFICATION

STATE OF NORTH CAROLINA
SS:

COUNTY OF MECKLENBURG

The undersigned, Grady S. Carpenter III, Director Regional Financial Forecasting,
being duly sworn, deposes and says that he has personal knowledge of the matters set forth
in the foregoing data requests and that the answers contained therein are true and correct
to the best of his knowledge, information and belief.

Bad Cop T

Grady S. Carpenter ITT Affiant

+h
Subscribed and sworn to before me by Grady S. Carpenter III on this ] 171 day of

M, 2025.
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VERIFICATION
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COUNT OF M._TON )

The undersigned, Sarah Lawler, VP Rates & Regulatory Strategy, being duly
sworn, deposes and says that she has personal knowledge of the matters set forth in the
foregoing data requests, and that the answers contained therein are true and correct to the

best of her kno'  dge, information and belief,

Sarah Lawler Affiant
Subscribed and sworn to before me by Sarah Lawler on this y o

2025.

NOTARY PUBLIC
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2 JANUBS My Commission Expires:
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VERIFICATION

STATE OF NORTH CAROLINA
SS:

A

COUNTY OF MECKLENBURG

The undersigned, Thomas J. Heath, Jr., Corporate Finance Director, being duly
sworn, deposes and says that he has personal knowledge of the matters set forth in the
foregoing data requests and that the answers contained therein are true and correct to the

best of his knowledge, information and belir

: is | S
Subscribed and sworn to before me by Thomas J. Heath, Jr. on this l_‘i day of

Je (@Mﬁq 2025.
RIS QCM,

NOTARY PUBLIC ¢
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VERIFICATION

STATE OF NORTII CAROLINIA )
) SS:

COUNTY OF MECKLENBURG )

The undersigned, Matt Kalemba, Vice President Intergated Resoure Planning,
being duly sworn, deposes and says that he has personal knowledge of the matters set
forth in the foregoing data requests and that the answers contained therein are truc and
correct to the best of his knowledge, information and belief.

Matt Kalcm’é;\ﬂiam

Subscribed and sworn to before me by Matt Kalemba on this _ZZ_ day of

Doy , 2025.
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EX1 nz.-c, - . My Commission Expires
'i-.:c‘w '... B\ My Commission Expires: Nov. 13, 2029
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VERIFICATION

STATE OF NORTH CAROLINA
SS:

st gttt

COUNTY OF MECKLENBURG

The undersigned, John Swez, Managing Director Trading & Dispatch, being duly
sworn, deposes and says that he has personal knowledge of the matters set forth in the
fotegoing data requests, and that the answers eontained therein are true and correct to the

best of his knowledge, information, and belief.

oy

John %we? Afﬁant

Subscribed and sworn to before me by John Swez on this [f’dTL day ofmf/(,r
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My Commission Expires:
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VERIFICATION

COMMONWEALTH OF
MASSACHUSETTS
COUNTY OF MIDDLESEX )

SS:

The undersigned, Joshua C. Nowak, Vice President, being duly sworn, deposes
and says that he has personal knowledge of the matters set forth in the foregoing data

requests and that the answers contained therein are true and correct to the best of his

il (AL

osl:rﬁa C.Nowak Affiant

knowledge, information and belief.

Subscribed and sworn o before me by Joshua C. Nowak on this LA day of

Gonaeys a0s
@N@ S OIAY

My Commission Expires:

& REGINA A. KOLB

Notery Public
COMMONWEALTH OF MASSACHUSETTS
My Commigsion Expires On

Ngvember 27, 2026




VERIFICATION

STATE OF OHIO
SS:

S N e’

COUNTY OF FRANKLIN

The undersigned, Amy B. Spiller, State President of Duke Energy Ohio, Inc. and
its subsidiary, Duke Energy Kentucky, Inc., being duly sworn, deposes and says that she
has personal knowledge of the matters set forth in the foregoing data requests and that the
answers contained therein are true and correct to the best of her knowledge, information,

and belief.

Subscribed and sworn to before r of

2025,

EMILY ANN OLIVE -
SCHWISOwW )
Notary Public
State of Ohio
My Comm. Expires
August 16, 2028

My Commission Expires:






VERIFICATION

S ATE OF OHIO )
) SS:
C( NTY OF HAMILT(C 1 )

The undersigned, Marc W. Amold, Vice President, Zone Operations being duly
sworn, deposes and says that he has personal knowledge of the matters set forth in the

foregoing data requests and that the answers contained therein are true and correct to the

best of his knowledge, information and belief.

/M&/M

Mare W. Arnold Affiant 7

Subseribed and sworn to before me by Marc W. Arnold on this 1y of

2025.
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VERIFICATION

STATE OF NORTH CAROLINA
’ SS:

COUNTY OF MECKLENBURG

The undersigned, Sharif S. Mitchell, Manager of Accounting, being duly sworn,
deposes and says that he has personal knowledge of the matters set forth in the foregoing

data requests and that the answers contained therein are true and correct to the best of his

knowledge, information and belief. M [ { \ 2

Shafif S. Mitchell Affiant

A
Subscribed and swormn to before me by Sharif S. Mitchell on this 5 day of
Docamber, 2024.

NOTARY PUBLIC

My Commission Expires: 1{2f !’bq
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VERIFICATION

STATE OF NORTH CAROLINA
SS:

St N S’

COUNTY OF MECKLENBURG

The undersigned, Danielle L. Weatherston, Manager Accounting II, being duly
sworn, deposes and says that she has personal knowledge of the matters set forth in the
foregoing data requests and that the answers contained therein are true and correct to the

best of her knowledge, information and belief.

Laniclic L. weainersion, Atriant

Subscribed and sworn to before me by Daniclle L. Weatherston on this | L day

of janmaf:\ , 2025,
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Duke Energy Kentucky

Case No. 2024-00354

STAFF Second Set Data Requests
Date Received: January 8, 2025

STAFF-DR-02-001

REQUEST:
Refer to Case No. 2022-00372 filing dated November 7, 2024, refund Report. !

a. Confirm that Duke Kentucky has not completed the refunds as ordered by
the Commission in that case. If not confirmed, explain.

b. Identify the document or testimony in this matter that addresses the need to
credit Duke Kentucky’s remaining money owed to customers.

c. If Duke Kentucky is unable to cite to the information that addresses the need
to credit Duke Kentucky’s remaining money owed to customers, explain how Duke
Kentucky intends to comply with the refund Order.

RESPONSE:

a. Deny. Duke Kentucky has completed the refunds as ordered by the
Commission in that case. As stated in the Company’s November 7, 2024 refund report,
filed in the Post Case Correspondence in Case No. 2022-00372, available at:
https://psc.ky.gov/pscect/2022-00372/e.rolfes-adkins@duke-
energy.com/11072024043100/Closed/DEK_Refund Report 110724.pdf.

The refunds were calculated and included on active customers’ bills from

September 9, 2024 through September 24, 2024 as a miscellaneous adjustment. The

! Case No. 2022-00372, Electronic Application of Duke Energy Kentucky, Inc. for (1) An Adjustment of
Electric Rates; (2) Approval of New Tariffs; (3) Approval of Accounting Practices to Establish Regulatory
Assets and Liabilities; and (4) All Other Required Approvals and Relief (filed Nov. 7, 2024), Duke
Kentucky’s Refund Report.



refunds for inactive customers were credited against the customer’s outstanding balance,

if any, or mailed a check to their last known address.

b. N/A.
C. N/A.
PERSON RESPONSIBLE: Lisa D. Steinkuhl



Duke Energy Kentucky

Case No. 2024-00354

STAFF Second Set Data Requests
Date Received: January 8, 2025

STAFF-DR-02-002

REQUEST:

Refer to Application, Volume 11, Schedule B-8 page 1. Explain the approximate 67 percent
increase from the base period to the 13-month average forecasted test period in
“Construction Work in Progress.” Include in the explanation any work papers, estimates,
and a list of specific projects that result in the increase.

RESPONSE:

The CWIP balance on Schedule B-8 is total legal entity including both electric
jurisdictional projects and gas non-jurisdictional projects.

This increase is largely driven by a planned East Bend Limestone Conversion
project which has a 13-month average Construction Work in Progress (CWIP) balance of
$44.7M compared to a base period amount of $11.2M. In addition, there are two
Woodsdale CT Unit Major Inspection projects with a total 13-month average CWIP
balance of $6.5M compared to $0 in the base period. These electric projects are
jurisdictional.

Lastly, there is $17.9M in the 13-month average CWIP balance related to the AMO07
Pipeline Replacement project compared to $13.1M in the base period. This gas project is

non-jurisdictional.



Note the Company is not requesting to include CWIP in rate base and the resulting

revenue requirement in this proceeding.

PERSON RESPONSIBLE: Grady “Tripp” S. Carpenter



Duke Energy Kentucky

Case No. 2024-00354

STAFF Second Set Data Requests
Date Received: January 8, 2025

STAFF-DR-02-003

REQUEST:

Refer to the Application generally. Explain, with specific examples, the change in
circumstances since the last base rate case, Case No. 2022-00372, that would lead Duke
Kentucky to be entitled to recover any terminal net salvage value in this matter.
RESPONSE:

As outlined on pages 5 and 6 in the Direct Testimony of Sarah Lawler, the Commission
denied recovery of terminal net salvage costs in Case No. 2022-00372 citing that the
rebuttable presumption created by KRS 278.264(2) had not been met by the Company. See

the Commission’s October 12, 2022, Order in Case No. 2022-00372, page 14, providing
in relevant part:

“The Commission also finds that terminal net salvage should be removed
from the depreciation rates due to the requirements of KRS 278.264(2) that
the Commission “shall not . . . take any other action which authorizes or
allows for the recovery of costs for the retirement of an electric generating
unit...unless the presumption created by this section is rebutted.” Duke
Kentucky has the burden to overcome the presumption established in KRS
278.264 and without sufficient evidence for the rebuttal, the Commission
cannot allow recovery of costs for the retirement of the electric generating
units.”!

"' In re: Electronic Application of Duke Energy Kentucky, Inc. for (1) An Adjustment of Electric Rates; (2)
Approval of New Tariffs; (3) Approval of Accounting Practices to Establish Regulatory Assets and
Liabilities; and (4) All Other required Approvals and Relief; Case No. 2022-00372 (Ky.P.S.C. Order at
14)(Oct. 12, 2023).



The Company has in this case, submitted evidence to meet that rebuttable

presumption created under KRS 278.264 as outlined on pages 14 through 16 of the

Company’s Application in this case as follows:

Terminal net salvage should be included in the Company’s existing
depreciation expense to avoid intergeneration subsidies where future
customers are paying for the retirement of existing generating assets that are
presently being used to serve current customers, and in recognition of the
principles of cost causation and avoiding rate shock to future customers.

In satisfaction of the rebuttable presumption set forth in KRS 278.264, as fully
explained in the Company’s testimony, the Company will eventually replace
its existing fossil generation with new and dispatchable generation that is:

a) Dispatchable in PIM;

b) Maintains or improves the reliability and resilience of the transmission
grid;

¢) Maintains minimal reserve requirements;

d) Has the same or higher capacity value and net capability as the assets
to be retired;

e) Will not harm Company’s ratepayers by causing Duke Energy
Kentucky to incur any net incremental costs that could be avoided by
continuing to operate the electric generating unit proposed for
retirement in compliance with applicable law;

f) Is not being incentivized through any Federal Agency incentives; and

g) Will be permitted, constructed, and operational before the exiting units’



retirement.

The Direct Testimony of Sarah Lawler beginning on page 6 explains the rebuttable
presumption. Company witnesses Bill Luke, Matt Kalemba, and John Swez also provide
direct testimony supporting how the Company now meets the criteria of the rebuttable
presumption.

PERSON RESPONSIBLE: Legal
Sarah E. Lawler



Duke Energy Kentucky
Case No. 2024-00354
STAFF Second Set Data Requests
Date Received: January 8, 2025
STAFF-DR-02-004
REQUEST:
Refer to the Application generally. Confirm that the capital projects and expenses related
to East Bend Station were excluded from the revenue requirement. Explain why the capital
investment and expenses related to East Bend Station are excluded in this case. If not
confirmed, explain.
RESPONSE:
The only capital projects and expenses related to East Bend Station excluded from the
revenue requirement in this proceeding are the capital costs for those projects recovered in
the Environmental Surcharge Mechanism. These assets are excluded from rate base on
Schedule B-2.1. Although a portion of the revenue requirement for the ESM was rolled
into base rates per a previous Commission order in Case No. 2023-00374, the model
calculations for base rates are such that the assets are still removed from the rate base in
this proceeding on Schedule B-2.1. Then the revenue requirement is adjusted on Schedule
D-2.18 to roll the approved revenue requirement associated with those assets back into base
rates.

All other capital projects and expenses related to East Bend Station are included in

the revenue requirement.

PERSON RESPONSIBLE: Lisa D. Steinkuhl



Duke Energy Kentucky
Case No. 2024-00354
STAFF Second Set Data Requests
Date Received: January 8, 2025
CONFIDENTIAL STAFF-DR-02-005
(As to Attachment (d) only)
REQUEST:
Refer to the Direct Testimony of Thomas J. Heath, Jr. (Heath Direct Testimony), page 20,
lines 2-4, and Schedules J-2 and J-3.

a. Explain the Bloomberg implied forward curve.

b. If alternative forecasted rates could have been used, explain why they were
not utilized.

c. Explain the addition of a 25-basis point credit spread to the interest rate for
the forecast period of long term commercial paper. Include in the response why this
addition is appropriate.

d. For the expected $150 million and $175 million debt issuances, explain the
appropriateness of using a weighted average of the 5-year, 10-year, and 15-year U.S.
Treasury yield and the respective added basis point credit spreads. Include in the response
how each respective adder was derived.

RESPONSE:

CONFIDENTIAL PROPRIETARY TRADE SECRET (As to Attachment (d) only)

a. Bloomberg uses market data, including real-time trades, to derive an
implied forward curve. A forward curve is meant to be indicative of where future rates are
expected to be based on current market data and activity. While there are other forecasted

forward rates that are available, Bloomberg is widely regarded as the market standard and



the system in which Duke Energy has access and utilizes to pull market data and forward
curves.

b. Please see the response to (a) above.

c. The 25 basis point credit spread used for the Company’s LT Commercial
Paper rate is the estimated credit spread over 1 month SOFR for the Company’s
Commercial Paper borrowings over time. Historically, the Company’s Commercial Paper
rate versus 1 month SOFR supports using a credit spread in this range. See STAFF-DR-
02-005(c) Attachment for a historical comparison of these rates.

d. The Company compiles forecasted LTD rates by weighting the 5-year, 10-
year, and 15-year US Treasuries plus a credit spread for each of those tenors. The average
life of Duke Energy Kentucky's outstanding debt portfolio is ~11 years as of September
30, 2024. The weighting of the 5-year, 10-year, and 15-year US Treasuries (plus credit
spreads) is reflective of the ~11 year average of the LTD portfolio as of September 30.
2024. Estimated credit spreads for Duke Energy Kentucky were determined by comparing
the actual credit spreads on each of the Company’s last three debt issuances to indicative
credit spreads for Piedmont Natural Gas near the date of the Company's debt issuances.
The Company believes Piedmont to be the closest comparison within the Duke Energy
enterprise as it issues smaller tranched unsecured debt, similar to Duke Energy Kentucky.
Please refer to STAFF-DR-02-005(d) Confidential Attachment for support of how the
Company calculated the forecasted LTD rate for the expected $150 million and $175

million debt issuances.

PERSON RESPONSIBLE: Thomas J. Heath, Jr.



12/31/2022
3/31/2023
6/30/2023
9/30/2023

12/31/2023
3/31/2024
6/30/2024
9/30/2024

12/31/2024

Average

Weighted Average CP rate

4.61%
5.25%
5.39%
5.55%
5.63%
5.51%
5.50%
5.13%
4.711%
5.25%

1M SOFR  Difference

4.30%
4.82%
5.06%
5.31%
5.40%
5.32%
5.33%
4.84%
4.33%
4.97%

0.31%
0.43%
0.33%
0.24%
0.23%
0.19%
0.17%
0.29%
0.38%
0.29%

KyPSC Case No. 2024-00354
STAFF-DR-02-005(c) Attachment
Page 1l of 1



CONFIDENTIAL PROPRIETARY TRADE
SECRET

STAFF-DR-02-005(d)
CONFIDENTIAL ATTACHMENT

FILED UNDER SEAL



Duke Energy Kentucky
Case No. 2024-00354
STAFF Second Set Data Requests
Date Received: January 8, 2025
CONFIDENTIAL STAFF-DR-02-006
(As to Attachment only)

REQUEST:
Refer to the Direct Testimony of Matthew Kalemba (Kalemba Direct Testimony), page 4,
lines 1-6. Provide a table showing Duke Kentucky’s internal peak load forecast for system
planning purposes, the Duke Kentucky PJM Interconnection, L.L.C. (PJM) load
obligations separating out the peak coincidence factors and system reserve requirements
for the current and previous three years and any forecasts for which a comparison is

possible.

RESPONSE:

CONFIDENTIAL PROPRIETARY TRADE SECRET (As to Attachment only)

Please see STAFF-DR-02-006 Confidential Attachment for the requested information.
From a timing perspective, the “2025/26 FRR Plan Peak Load” is most comparable to the
“Internal Spring ’24 Forecast” while the “2024/23 FRR Plan Peak Load” is most
comparable to the “Internal Spring ’23 Forecast” and the “2023/22 FRR Plan Peak Load”

is most comparable to the “Internal Spring *22 Forecast”.

PERSON RESPONSIBLE: Matthew Kalemba



CONFIDENTIAL PROPRIETARY TRADE
SECRET

STAFF-DR-02-006
CONFIDENTIAL ATTACHMENT

FILED UNDER SEAL



Duke Energy Kentucky
Case No. 2024-00354
STAFF Second Set Data Requests
Date Received: January 8, 2025
STAFF-DR-02-007
REQUEST:
Refer to the Kalemba Direct Testimony, page 5, lines 7-14. Refer also to Duke Kentucky’s
response to Commission Staff’s First Request for Information (Staff’s First Request), Iltem
18, in Case No. 2024-00197,! which identifies the costs associated with its overall preferred
portfolio and a preferred portfolio in the absence of the EPA CAA Section 111 update. For
the current proceeding, identify the costs, by account number and filing(s), for the planning
for or any preliminary actions or expenses associated with implementing the preferred
portfolio.
RESPONSE:
There are no costs included in this proceeding that are associated with implementing the
preferred portfolio in either the EPA CAA Section 111 update scenario or in the absence

of the EPA CAA Section 111 update scenario. Any costs associated with implementing

the preferred portfolios will occur in future proceedings.

PERSON RESPONSIBLE: Matthew Kalemba

!'See Case No. 2024-00197, Electronic 2024 Integrated Resource Plan of Duke Energy Kentucky, Inc. (filed
Sept. 4, 2024), Duke Kentucky’s Responses to Staff’s First Request.



Duke Energy Kentucky
Case No. 2024-00354
STAFF Second Set Data Requests
Date Received: January 8, 2025
STAFF-DR-02-008
REQUEST:
Refer to the Kalemba Direct Testimony, page 5, lines 7-14 and page 6, lines 11-21. Refer
also to Case No. 2024-00197, Duke Kentucky’s response to Staff’s First Request, Item 18,
Attachment.

a. Provide a copy of Duke Kentucky’s response to Item 18, including the
attachment, in this case.

b. Confirm that in Tab Figure 6.1, the 111 Scenario with DFO Conversion
2030 (DFO Conversion) does not become cost effective until 2040.

c. In Tab 6.1 for the DFO Conversion and the 111 Scenario East Bend 2
Retires 2032 (Retires in 2032) for the years 2025-2027, even though East Bend is burning
100 percent coal, the Retires in 2032 scenario almost doubles in cost and is more costly
than the DFO conversion scenario. Explain what, in the model runs, makes the Retires in
2032 scenario more costly.

d. In Tab 6.1 for the DFO Conversion and the 111 Scenario East Bend 2
Retires 2032 (Retires in 2032) for the years 2028-2031, the cumulative cost differential
between the scenarios increases from approximately $16.8 million to $131.7 million in
2031. Even though carbon capture and sequestration (CCS) is added to the combined cycle

gas turbine (CCGT), explain what in the model runs account for the apparent increasing

cost advantage of the Retires in 2032 scenario.



e. All else being equal due to the parasitic load, the addition of CCS to a given
generation unit will decrease the amount of energy that can be placed onto the grid. Explain
whether the model differentiated between the capacity and energy output of a CCGT with
and without CCS. Include in the response whether PJM makes, or is planning to make, any
distinction in accredited capacity for units with and without CCS.

RESPONSE:

a. Please note, there was a transcription error in the original file labeled
“STAFF-DR-01-018.xls.” Four of the cases had incorrect values in some of the years. The
attached file, “STAFF-DR-02-008 Attachment 1” corrects those errors. The corrected
values are in blue font. These corrections align the data with the figures in the filed IRP
and they do not change our conclusions in the IRP. Additionally, the trends identified based
on the original 01-018 attachment for when a particular case becomes more or less
economic versus another case are largely unchanged as a result of this correction.

b. Confirmed. In the optimized cases provided in Figure 6.1 the DFO case is
not lower cost than the “Retires 2032” case until 2040.

c. There are no structural differences between the two cases in the 2025-2027
(i.e., both cases have the same set of resources with the same availability), but Encompass
allows for random outages to occur throughout the year while keeping the number and
duration of outages the same between cases. In this case, a random forced outage likely
occurred in the Retire *32 case during a period when energy costs were higher than when
that same outage occurred in the DFO case. The largest PVRR difference between the two

cases is in 2025, so that is the year that would be driving the difference over that period.



d. First, as a point of clarity, the CC w/ CCS asset does not show up on the
system until 2039 in the optimized DFO case when East Bend retires. In the optimized
“Retires 2032 case, East Bend is replaced with a combination of CTs, battery storage, and
solar. The primary drivers for the cost increase in the DFO case in the years 2028 to 2031
are as follows. First, the retire case avoids a major maintenance outage in 2028 at East
Bend. It is assumed that a full outage would not be required to maintain operations through
the end of 2031. However, in the DFO case, that outage would still be required. Second,
the capital cost for the DFO conversion project is assumed to begin being incurred in 2030
in the model. Finally, forcing East Bend to burn natural gas starting in 2030 leads to higher
fuel and market purchase costs.

e. Yes, the Company assumes a lower installed capacity for a CC w/ CCS vs
a CC w/o CCS (588 MW vs 664 MW). The Company further assumes that the %
accreditation for a CC is the same as a CC w/ CCS (approximately 75%). The Company is
not aware if PJM is planning to make any distinction in accredited capacity for units with

and without CCS.

PERSON RESPONSIBLE: Matthew Kalemba



Figure 6.1: PVRR ($000) - Optimized With EPA CAA Section 111 Update

2025 2026
111 Scenario with DFO Conversion 2030 $428,770 $682,472
111 Scenario 100% Natural Gas Conversion $434,243  $686,442
111 Scenario East Bend 2 Retires 2032 $437,159  $692,098
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Figure 6.2: PVAR ($000) - Alternate With EPA CAA Sectlon 111 Update
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Figure 6.3: PVRR ($000)- Optimized Without EPA CAA Section 111 Update
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Figure 6.4: PVAR ($000) - Alternate Without EPA CAA Section 111 Update

2025
Alternate - East Bend DFO C with CC by 2039 $434,568
Alternate - East Bend DFO Ci with SMR by 2039 $434,166
Alternate - East Bend DFO Ci with CCR by 2036 $434,699
Alternate - East Bend DFO Ci with CC Repl. by 2039 and Accelerated Renewable $434,178
Preferred - East Bend Retirement by 2036 and Accelerated Renewables $441,203

Alternate - East Bend Retirement by 2042 $439,817
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Duke Energy Kentucky

Case No. 2024-00354

STAFF Second Set Data Requests
Date Received: January 8, 2025

STAFF-DR-02-009

REQUEST:

Refer to the Kalemba Direct Testimony, page 5, lines 7-14 and page 6, lines 11-21. Refer
also to Case No. 2024-00197, Duke Kentucky’s Response to Staff’s First Request, Item
18, Attachment.

a. In Tab Figure 6.3, for each of the years 2025-2029, explain what is
happening in the model runs that accounts for both the scenario titled “Optimized DFO
Conversion 2030 (Optimized Conversion in 2030) and the scenario titled “Optimized 111
Scenario Natural Gas Conversion by 2030 being less costly than the Optimized East Bend
Retirement by 2036 (Optimized Retries in 2036) scenario.

b. If not addressed previously, in Tab Figure 6.3, for each of the years 2025-
2029, explain the reasons for the Optimized Retires in 2036 scenario increasing in cost
from approximately $444.4 million to $1,190 million over the 2025-2029 period.

c. In the Optimized Retires in 2036 scenario, explain the rationale or
requirement for including CCS with the addition of a CCGT in 2036.

d. In Tab Figure 6.3, for each of the years 2030-2040, explain whether Duke
Kentucky’s retail customers would pay more or be subject to higher costs cumulatively,
under either the Optimized DFO Conversion in 2030 scenario or the Optimized 111
Scenario Natural Gas Conversion scenario than under the Optimized Retries in 2036

scenario. If not, explain.



RESPONSE:

a. Much of the difference is associated with the timing of random outages
between cases. While forced outage number and duration are the same in a given year
across cases, when those outages occur in a given year may vary. So, the “retire in 2036”
case may see an outage during a period with higher fuel or power prices, while the DFO
and NGC cases may see outages in less expensive periods. Additionally, in 2028, the NGC
case avoids a major maintenance outage on East Bend. This occurs because the model sees
lower Capacity Factors on East Bend in 2030 and realizes it can delay the maintenance
outage.

b. See response to subpart (a) above.

c. Figure 6.3 is based on “optimized” portfolios where the model is allowed to
select any available technology. The optimized portfolios were allowed to select any
available technology, and did not consider factors such as market exposure risk, technology
risk, or the requirements associated with Kentucky Senate Bill 4 or Kentucky Senate Bill
349. Specifically, the optimized case that retires East Bend in 2036 optimally selects a
Combined Cycle fitted with Carbon Capture Sequestration (CCS) to replace East Bend.
While CCS technology may be viable by 2036, the Company did not feel it appropriate to
include this nascent technology in its preferred portfolio. The primary reason a CC w/ CCS
was selected was due to the benefit of the 45Q tax credits associated with carbon
sequestration. Given the issues with the “optimized” portfolios, the Company developed
portfolios with more viable replacement technologies. These portfolios are presented in
response to Commission Staff’s First Request for Information (Staff’s First Request), [tem

18, Attachment, Tab Figure 6.4.



d. The Company has not performed a rate analysis of these portfolios to
determine the impacts to customers under these optimized portfolios. From a PVRR
perspective, the total cost of the portfolio from 2030 to 2040 for the “Retire in 2036” case

1s lower than either the DFO or NGC cases.

PERSON RESPONSIBLE: Matthew Kalemba



Duke Energy Kentucky
Case No. 2024-00354
STAFF Second Set Data Requests
Date Received: January 8, 2025
STAFF-DR-02-010
REQUEST:
Refer to the Kalemba Direct Testimony, page 5, lines 7-14 and page 6, lines 11-21. Refer
also to Case No. 2024-00197, Duke Kentucky’s Response to Staff’s First Request, Item
18, Attachment.

a. In Tab Figure 6.2, explain the time required from planning to receiving
Commission approval to completing the East Bend dual fuel conversion by, including an
approximate time for when a certificate filing would be made at the Commission.

b. In Tab Figure 6.2 for the Preferred East Bend DFO Conversion with CC
Replacement by 2039 portfolio, explain why CCS is not or would not be required when
either the 2030 DFO conversion or the 2039 CC replacement occurs.

c. In Tab Figure 6.3, for the years 2025-2029 the scenario titled Optimized
East Bend retirement by 2036 with a CC with CCS is more costly than the scenario titled
Optimized East Bend DFO Conversion by 2030. Explain the reasons in the model runs to
account for the cost disparity between the two portfolios.

d. In Tab Figure 6.3, for each year in the 2030-2040 forecast period, the
Optimized Retires in 2036 with a CC with CCS and Accelerated Renewables scenario is
cumulatively less costly than the Optimized DFO Conversion in 2030 scenario with cost

differentials ranging from $63.6 million in 2030 to $165 million in 2040. Explain the

reasons for the increasing cost disparity between the two scenarios.



e. In Tab Figure 6.3, explain why the Optimized East Bend DFO Conversion
by 2030 scenario is not required to install CCS in 2039 along with the CCGT to compare
with the Optimized Retires in 2036 with a CC with CCS and Accelerated Renewables
scenario.

f. In Tab Figure 6.4, explain the time required from planning to receiving
Commission approval to completing the retirement of East Bend Retires by 2036 with
Accelerated Renewable scenario including an approximate time for when a certificate
filing would be made at the Commission.

RESPONSE:

a. In order to meet an in-service date of 1/1/2030 for the DFO project, a CPCN
would need to be filed by approximately December 2025.

b. The pathways for complying with EPA CAA 111 include 1) Retire East
Bend by 2032, 2) Convert East Bend to DFO by 1/1/2030 and retire by 1/1/2039, 3) Convert
East Bend to 100% Natural Gas by 1/1/2030, or 4) add CCS to East Bend by 1/1/2032.
Under EPA CAA 111 new NG CCs can comply by operating at 40% Capacity Factor or
by adding CCS. In Duke Energy Kentucky’s plan, the Company converts EB to DFO by
1/1/2030 and replaces EB with a CC that operates at 40% capacity factor. That plan is
compliant with EPA CAA 111 without adding CCS to either East Bend or to the new CC.

c. Similar to response to STAFF-DR-02-009, much of the difference is
associated with the timing of random outages between cases. While forced outage number
and duration are the same in a given year across cases, when those outages occur in a given
year may vary. So, the “retire in 2036 case may see an outage during a period with higher

fuel or power prices, while the DFO case may see outages in less expensive periods.



d. The primary reason for the CC w/ CCS cost being lower than the DFO cost
over this period is the cost of the DFO conversion project and the pipeline cost to bring gas
to East Bend through 2035. The operating costs of the two cases are similar through 2035
as East Bend can operate on up to 100% coal in both cases, and the model elects to operate
on primarily coal in the DFO case. In 2036, capital cost of the CC w/ CCS project, including
pipeline costs, begin to impact the CC w/ CCS case. However, those capital costs are offset
by the 45Q tax credits received from sequestering CO2.

e. The Optimized East Bend DFO Conversion by 2030 scenario does include
a CC w/ CCS when East Bend retires in 2039 in the optimized cases.

f. In order to meet an in-service date of 1/1/2030 for the DFO project, a CPCN

would need to be filed by approximately December 2025.

PERSON RESPONSIBLE: Matthew Kalemba



Duke Energy Kentucky
Case No. 2024-00354
STAFF Second Set Data Requests
Date Received: January 8, 2025
STAFF-DR-02-011

REQUEST:
Refer to the Kalemba Direct Testimony, page 18, lines 9-23 and page 19, lines 1-8. Refer
also to Duke Kentucky’s Response to Staff’s First Request, Item 18, Attachment, in Case
No. 2024-00197. Comparing the preferred portfolios in Tab 6.2 and Tab 6.4, the East Bend
Retires by 2036 with Accelerated Renewable portfolio is more costly than the Preferred
East Bend DFO Conversion with CC Replacement by 2039 portfolio from 2025 — 2029
and then is less costly from 2030 onward culminating in a cost advantage of $156.9 million

in 2040.

a. Explain what in the model runs account for the cost disparities.

b. Given the uncertainty in the current political climate and the significant cost
disparity between the two preferred portfolios, explain why Duke Kentucky’s preferred
DFO Conversion portfolio does not pose a significant risk to its ratepayers.

RESPONSE:

a. As a point of clarity, the portfolios shown in Tab 6.2 and Tab 6.4 are
evaluated under different scenarios and should not be compared directly to each other. The
portfolios in Tab 6.2 are evaluated in a scenario that includes the EPA CAA Section 111
Update while those in Tab 6.4 are evaluated without that Update. A more appropriate
comparison would be in Tab Figure 6.4 “Preferred- East Bend Retirement by 2036 and

Accelerated Renewables” vs “Alternate — East Bend DFO Conversion with CC

Replacement by 2039 and Accelerated Renewables” which shows the DFO project to be



more expensive by about $79M by 2040 vs the preferred plan without EPA CAA Section
111 Update. With that said, the primary drivers for the cost disparities between the two
portfolios in those two different scenarios are:
e The DFO option is required to burn 40% natural gas with the EPA CAA
Section 111 Update. Without the Update in place, the DFO option would be
able to burn up to 100% coal without requirements for gas generation on
the DFO unit.
e The market energy prices are slightly higher in the EPA CAA Section 111
Update scenario than in the scenario without the Update. Those higher
prices can cause the portfolios to dispatch differently in the two scenarios.
b. As discussed in the IRP, if the EPA CAA Section 111 Update were repealed
Duke Energy Kentucky would have the opportunity to pivot to the portfolio “Preferred -
East Bend Retirement by 2036 and Accelerated Renewables”. However, if the Company
has made significant investments in the DFO project prior to the repeal of the EPA CAA
Section 111 Update, and the Company moved forward with the DFO project, there would
still be great benefit to customers including increased fuel diversity and fuel flexibility
which would help limit customers exposure to market price fluctuations and still leaves the

opportunity for the Company to retire East Bend by 2039 and replace with a CC.

PERSON RESPONSIBLE: Matthew Kalemba



Duke Energy Kentucky
Case No. 2024-00354
STAFF Second Set Data Requests
Date Received: January 8, 2025
STAFF-DR-02-012
REQUEST:
Refer to the Kalemba Direct Testimony, page 16, lines 21-26, page 17, lines 3-19 and the
filings in Case No. 2024-00197 generally.

a. When modeling the DFO conversion, or natural gas conversion or the
addition of the CCGT, explain whether the restriction of keeping the East Bend or CCGT
unit below a 40 percent load factor on average for the year was ever a limiting factor during
the modeling forecast period.

b. Explain whether PJM still credits the unit with its full ELCC capacity value
when CCS is applied to a unit.

c. Explain whether PJM still credits the unit with its full ELCC capacity value
in the case of the yearly average 40 percent load factor limitation in the case of either the
DFO conversion or full natural gas conversion.

RESPONSE:

a. As required by the EPA CAA Section 111 Update, the Company limited
any new CCGT unit to 40% capacity factor if that CCGT unit did not include CCS.
Additionally, in the DFO portfolios evaluated under the EPA CAA Section 111 Update,
the Company required East Bend to burn at least 40% natural gas in the model, but East
Bend was able to operate up to 100% capacity factor as long as 40% of the energy was

sourced from natural gas. In the natural gas conversion cases, East Bend was allowed to

operate up to 100% capacity factor in all instances. Both the requirements to operate the



CC at no more than 40% capacity factor and the need to maintain at least 40% natural gas
in the DFO cases were limiting factors during the modeling process.

b. PJM has not issued guidance on the impacts of adding CCS to a unit. The
Company assumed that ELCC percentage remained the same on a unit that had CCS or did
not have CCS.

c. Currently, PJM has not assessed whether there would be impacts to a unit’s
accredited capacity. However, at this point, the Company would expect to operate the unit
such that it is available to operate at full capacity during peak demand or high loss of load
expectation (LOLE) hours. As such, if the unit is fully available during those peak hours,

then the Company expects that it would receive close to full accreditation from PJM.

PERSON RESPONSIBLE: Matthew Kalemba



Duke Energy Kentucky
Case No. 2024-00354
STAFF Second Set Data Requests
Date Received: January 8, 2025
STAFF-DR-02-013
REQUEST:
Refer to the Kalemba Direct Testimony, page 7, lines 19-23 and page 8, lines 1-3. Refer
also to Case No. 2024-00197, Table H.3, page 153.

a. Explain what the forecast pool requirement (FPR) represents for Duke
Kentucky in the context of Table H.3.

b. In Summer 2024, the excess capacity of 80 MW equates to approximately
a reserve margin of 10 percent of the 808 MW peak load. Explain how the FPR of 0.94
(758 MW) and Duke Kentucky’s required reserve margin of -6.13 percent relates to the 10
percent listed in the table.

c. Refer also to Case No. 2024-00285" generally. If Duke Kentucky were
designated a Reliability Pricing Model (RPM) PJM participant, everything else being equal
in the context of Table H.3, explain the number of MWs Duke Energy would be available
to sell into the PJM Base Residual Auction (BRA) for the summer and or winter periods.
Include in the explanation how the numbers were calculated.

RESPONSE:
a. The FPR is used to calculate the long-term minimum amount of firm

capacity needed in Duke Energy Kentucky to aid in maintaining reliability for the PJM

system. The peak load in any given year is multiplied by the FPR to determine that

! See Case No. 2024-00285, Electronic Application of Duke Energy Kentucky, Inc. to Become a Full
Participant in the PJM Interconnection LLC, Base Residual and Incremental Auction Construct for the
2027/2028 Delivery Year and for Necessary Accounting and Tariff Changes.



minimum amount of firm capacity. The FPR can also be translated into the minimum
reserve margin requirement for Duke Energy Kentucky. For instance, the FPR as calculated
by PJIM was 0.9387 for the 2025/26 BRA which means the minimum planning reserve
margin for Duke Energy Kentucky is equal to 7 — 0.9387 = -0.0613 or -6.13%. To
determine whether Duke Energy Kentucky is meeting the reliability requirements for Duke
Energy Kentucky, one can look at the “Forecast Pool Requirement (FPR) = 0.94” row in
Table H.3 and compare that to the “Firm Capacity” row. If the “Firm Capacity” row is
greater than the “FPR” row, then Duke Energy Kentucky is maintaining the minimum
reserves required for PIM. Similarly, if the “Reserve Margin” row is greater than -6.13%,
then Duke Energy Kentucky is maintaining the minimum reserves required for PJM.

b. As explained in part a, if the reserve margin is greater than -6.13%, then
Duke Energy Kentucky is meeting the reserve margin requirements for PJM. In this case,
since the reserve margin is 10%, then Duke Energy Kentucky is meeting the reserve margin
requirements for that year.

c. There are many factors that would need to be considered before offering
capacity into the auction. However, all else equal, Duke Energy Kentucky would have been
potentially been able to offer up to 128 MW excess into 2025/26 BRA. The 2025/26 BRA
covers the period June 1, 2025 to May 31, 2026, and the peak demand occurs in the summer
0f2025. From Table H.3, in Summer of 2025, the available Firm Capacity in Duke Energy
Kentucky is 888 MW while the Forecast Pool Requirement is 760 MW. This means Duke
Energy Kentucky has 128 MW excess (888 MW — 760 MW) available to sell into the
market while remaining above Duke Energy Kentucky’s FPR.

PERSON RESPONSIBLE: Matthew Kalemba
John Swez



Duke Energy Kentucky

Case No. 2024-00354

STAFF Second Set Data Requests
Date Received: January 8, 2025

CONFIDENTIAL STAFF-DR-02-014
(As to Attachment only)

REQUEST:

Refer to the Kalemba Direct Testimony, page 8, lines 9-13. Refer also to Case No. 2024-
00197, Table H.3, page 153. Table H.3 shows Duke Kentucky having excess capacity in
both summer and winter periods. Provide the number of short term capacity purchases
seasonally for the years 2020-2024 and explain the reasons for the capacity purchases.
RESPONSE:

CONFIDENTIAL PROPRIETARY TRADE SECRET (As to Attachment only)

Please see STAFF-DR-02-014 Confidential Attachment for a listing of capacity purchases
entered into during the delivery years spanning 2020-2024. Duke Energy Kentucky has
had two instances that necessitated purchase of bilateral capacity during these delivery
years:
e During the 2022/2023 Delivery Year, Duke Energy Kentucky purchased 70.1
MW of capacity for a term from January 18 to May 31, 2023. This purchase
was entered to allow the Woodsdale 3 FRR plan capacity commitment of 70
MW UCAP to be swapped with this bilateral purchase due an extended outage
at Woodsdale 3.
e Prior to the 2024/2025 PJM 3™ Incremental Auction, PJM updated the load
obligation and XEFORJ values as is completed normally. For the load side, the

Company’s load obligation changed from 883 MW to 952.1 MW, an increase



of 69.1 MW. On the resource accreditation side, although it is typical to have
slight changes between the assumed XEFORd value used for the initial FRR
plan and the final FRR’s plan XEFORd value, the XEFORd value for
Woodsdale 3, due to the outage mentioned above, changed from an initial value
of 2.8% to a final value of 83.2%. Due to this change, the amount of UCAP for
Woodsdale 3 changed from 74.8 MW to 12.9 MW, a reduction of 61.9 MW.
Duke Energy Kentucky was able to utilize the Initial FRR Plan 3% holdback
capacity of 26.5 MW, as well as additional capacity from other units to mitigate
much of this shortfall. The remaining shortfall was mitigated through the 8.8
MW bilaterial capacity purchase.

PERSON RESPONSIBLE: John D. Swez
James J. McClay
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STAFF-DR-02-014
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FILED UNDER SEAL



Duke Energy Kentucky
Case No. 2024-00354
STAFF Second Set Data Requests
Date Received: January 8, 2025
STAFF-DR-02-015
REQUEST:
Refer to the Kalemba Direct Testimony, Table 1, page 11. Refer also to Case No. 2024-
00197 Duke Kentucky’s response to Staff’s First Request, Item 18 Attachment, Tab Figure
6.1. The present value revenue requirement (PVRR) values for the DFO Conversion in
2030 do not agree between the two tables. Explain which value is correct and provide a
corrected table.
RESPONSE:
As explained in response to STAFF-DR-02-008, there was a transcription error in the
original file labeled “STAFF-DR-01-018.xls.” Four of the cases had incorrect values in
some of the years. The file, “STAFF-DR-02-008 Attachment 1” corrects those errors. The
corrected values are in blue font. Table 1, page 11 of Kalemba Direct Testimony has the
correct values, except for “East Bend DFO Conversion with CC with CCS Replacement

by 2036.” See the correct Table 1 below:

Table 1: PVRRs for Optimized and Alternate IRP Portfolios with USEPA 111d

(SMM)
With
USEPA
111d
Optimized Portfolios
East Bend DFO Conversion by 2030 $2,592
East Bend Natural Gas Conversion by 2030 $2,629
East Bend Retirement by 2032 $2,618
Alternate Portfolios
East Bend DFO Conversion with CC Replacement by
2039 $2,667




gggtg Bend DFO Conversion with SMR Replacement by $2.677
East Bend DFO Conversion with CC with CCS $2.592
Replacement by 2036 ’

East Bend DFO Conversion with CC Replacement by $2.669
2039 and Accelerated Renewables ’

East Bend Retirement by 2032 with CC Replacement | $2,753 |

Note: DFO = dual fuel optionality, indicating coal/gas co-firing; SMR = small modular
reactor; CCS = carbon capture and sequestration

PERSON RESPONSIBLE: Matthew Kalemba



Duke Energy Kentucky

Case No. 2024-00354

STAFF Second Set Data Requests
Date Received: January 8, 2025

PUBLIC STAFF-DR-02-016
REQUEST:
Refer to the Direct Testimony of Ibrar A. Khera (Khera Direct Testimony), page 7, lines
1-4. Identify this customer and the projected load.

RESPONSE:

CONFIDENTIAL PROPRIETARY TRADE SECRET

PERSON RESPONSIBLE: Ibrar Khera



Duke Energy Kentucky
Case No. 2024-00354
STAFF Second Set Data Requests
Date Received: January 8, 2025
STAFF-DR-02-017
REQUEST:
Refer to the Khera Direct Testimony, Attachment IAK-2. Provide a comparison of Duke
Kentucky’s service area energy forecast with the service area energy forecast from Duke
Kentucky's last base rate case, Case No. 2022-00372.!
RESPONSE:
Please see STAFF-DR-02-017 Attachment.
Table 1: Case No. 2024-00354 Current Forecast
Table 2: Case No. 2022-00372 Previous Forecast

Table 3: Difference between the two Forecasts

PERSON RESPONSIBLE: Ibrar Khera

!'See Case No. 2022-00372, Electronic Application of Duke Energy Kentucky, Inc. for (1) an Adjustment of
Electric Rates; (2) Approval of New Tariffs; (3) Approval of Accounting Practices to Establish Regulatory
Assets and Liabilities; And (4) All Other Required Approvals and Relief.
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2041
2042
2043
2044

RESIDENTIAL COMMERCIAL

1,512,664
1,477,914
1,516,485
1,489,339
1,413,744

1,521,775

1,531,911
1,533,956
1,538,474
1,547,199
1,547,804

1,552,517
1,559,522
1,572,058
1,582,593
1,598,235

1,617,342
1,642,840
1,661,427
1,683,929
1,707,174

1,733,954
1,747,994
1,766,815
1,787,850
1,815,023

DUKE ENERGY KENTUCKY
SERVICE AREA ENERGY FORECAST (MEGAWATT HOURS)
Case No. 2024-00354

(2)

1,460,450
1,416,427
1,536,653
1,416,933
1,473,510

1,460,036

1,429,597
1,436,236
1,430,971
1,431,949
1,426,981

1,497,937
1,497,984
1,503,791
1,503,765
1,508,308

1,588,063
1,599,382
1,601,837
1,609,048
1,616,024

1,630,395
1,634,757
1,644,617
1,655,959
1,672,505

(3)

INDUSTRIAL
817,559
746,182
751,561
736,091
743,822

727,962

742,085
741,214
738,074
735,053
732,952

732,201
732,520
732,937
732,844
731,698

730,311
727,719
723,190
718,580
714,382

716,711
718,955
721,375
723,965
726,783

(4)

STREET-HWY
LIGHTING
13,759
13,827
13,143
12,832
12,163

12,474

12,606
12,424
12,248
12,079
11,916

11,758
11,605
11,456
11,313
11,173

11,173
11,173
11,173
11,173
11,173

11,173
11,173
11,173
11,173
11,173

KyPSC Case No. 2024-00354
STAFF-DR-02-017 Attachment

(5)

OPA
275,132
187,140
150,835
231,056
226,279

250,269

252,077
250,586
249,189
248,069
247,225

246,687
246,374
246,082
245,688
245,112

244,476
243,591
242,325
241,046
239,830

239,849
239,878
239,958
240,070
240,208

(6)

OTHER
928
591
666

1,071
325

266

329
329
329
329
329

329
329
329
329
329

329
329
329
329
329

329
329
329
329
329

Page 1 of 3

(7)
(1+2+3+4+5+6)

TOTAL
CONSUMPTION
4,080,492
3,842,080
3,969,344
3,887,322
3,869,842

3,972,782

3,968,605
3,974,746
3,969,285
3,974,678
3,967,206

4,041,428
4,048,334
4,066,652
4,076,532
4,094,855

4,191,694
4,225,034
4,240,280
4,264,105
4,288,912

4,332,412
4,353,085
4,384,267
4,419,346
4,466,021



Table 2

ua b WN -

O 00 N O

10

11
12
13
14
15

16
17
18
19
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YEAR
2017
2018
2019
2020
2021

2022

2023
2024
2025
2026
2027

2028
2029
2030
2031
2032

2033
2034
2035
2036
2037

2038
2039
2040
2041
2042

RESIDENTIAL COMMERCIAL

1,395,234
1,563,656
1,512,664
1,477,914
1,516,485

1,477,026

1,483,566
1,491,406
1,516,641
1,525,979
1,542,689

1,558,264
1,575,040
1,599,006
1,615,818
1,638,609

1,664,855
1,686,490
1,716,110
1,755,426
1,779,930

1,812,453
1,844,418
1,876,353
1,904,661
1,942,978

DUKE ENERGY KENTUCKY
SERVICE AREA ENERGY FORECAST (MEGAWATT HOURS)
Case No. 2022-00372

(2)

1,450,924
1,479,511
1,460,450
1,416,427
1,536,653

1,479,917

1,552,620
1,560,974
1,609,760
1,605,549
1,606,246

1,608,843
1,609,709
1,647,150
1,645,156
1,650,163

1,653,966
1,655,411
1,662,997
1,680,893
1,685,429

1,698,219
1,711,786
1,717,136
1,721,099
1,733,124

(3)

INDUSTRIAL
800,034
814,989
817,559
746,182
751,561

796,145

791,001
787,931
781,941
775,116
769,969

767,333
765,066
762,859
761,836
760,522

758,148
754,852
753,129
754,123
755,732

757,742
759,927
762,238
764,160
766,039

(4)

STREET-HWY
LIGHTING
15,077
14,317
13,759
13,827
13,143

13,617

13,581
13,563
13,549
13,534
13,524

13,516
13,510
13,438
13,386
13,356

13,346
13,339
13,338
13,339
13,340

13,342
13,343
13,329
13,318
13,308

KyPSC Case No. 2024-00354
STAFF-DR-02-017 Attachment

(5)

OPA
276,772
284,443
275,132
187,140
150,835

266,183

267,808
267,962
268,540
269,375
270,809

272,456
274,015
275,594
277,013
278,306

279,418
280,315
281,297
282,505
283,521

284,459
285,288
286,146
286,930
287,777

(6)

OTHER
1,136
689
928
591
666

829

829
829
829
829
829

829
829
829
829
829

829
829
829
829
829

829
829
829
829
829

Page 2 of 3

(7)
(1+2+3+4+5+6)

TOTAL
CONSUMPTION
3,939,177
4,157,605
4,080,492
3,842,080
3,969,344

4,033,716

4,109,404
4,122,665
4,191,260
4,190,382
4,204,066

4,221,242
4,238,168
4,298,877
4,314,038
4,341,785

4,370,562
4,391,236
4,427,700
4,487,115
4,518,781

4,567,044
4,615,591
4,656,031
4,690,996
4,744,055



Table 3

YEAR
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034
2035
2036
2037
2038
2039
2040

(1)

DUKE ENERGY KENTUCKY
SERVICE AREA ENERGY FORECAST (MEGAWATT HOURS)
Difference between the current and previous forecast

(2)

RESIDENTIAL COMMERCIAL

30,369
15,270
7,977

(100,938)
180,164)
169,313)
175,275)
176,894)
182,728)
149,213)
147,172)
146,372)
150,201)
147,104)
(74,933)
(81,511)
(83,592)
(89,171)
(95,763)
(86,741)

(
(
(
(
(
(
(
(
(
(

Ny

(3)

INDUSTRIAL
(59,969)
(39,856)
(33,902)
(31,895)
(32,280)
(32,114)
(30,658)
(29,316)
(27,586)
(25,304)
(23,154)
(22,818)
(26,404)
(32,543)
(39,163)
(45,546)
(45,527)

(4)

STREET-HWY
LIGHTING

(1,090)
(942)
(1,110)
(1,276)
(1,437)
(1,594)
(1,680)
(1,782)
(1,900)
(2,033)
(2,166)
(2,165)
(2,166)
(2,167)
(2,168)
(2,170)
(2,156)

KyPSC Case No. 2024-00354
STAFF-DR-02-017 Attachment

(5)

OPA
(17,693
(16,463

(45 458

)
)
)
)
)
)
)
)
(32 224)
)
)
)
)
)
)
)
(46,297)

Page 3 of 3

(6) (7)
(142+3+4+5

+6)

TOTAL

CONSUMPTI

OTHER ON
(563) (149,883)
(500) (222,655)
(500) (215,637)
(500) (234,781)
(500) (246,563)
(500) (270,962)
(500) (257,449)
(500) (265,705)
(500) (275,133)
(500) (294,030)
(500) (296,381)
(500) (236,005)
(500) (262,080)
(500) (278,501)
(500) (302,939)
(500) (326,679)
(500) (323,620)



Duke Energy Kentucky
Case No. 2024-00354
STAFF Second Set Data Requests
Date Received: January 8, 2025
STAFF-DR-02-018
REQUEST:
Refer to the Khera Direct Testimony, Attachment IAK-3. Provide a comparison of Duke
Kentucky's system seasonal peak load forecast with the seasonal peak load forecast from
Duke Kentucky's last base rate case, Case No. 2022-00372.
RESPONSE:
Please see STAFF-DR-02-018 Attachment.
Table 1: Case No. 2024-00354 Current Forecast

Table 2: Case No. 2022-00372 Previous Forecast

Table 3: Difference between the two Forecasts

PERSON RESPONSIBLE: Ibrar Khera
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YEAR
2019
2020
2021
2022
2023

2024

2025
2026
2027
2028
2029

2030
2031
2032
2033
2034

2035
2036
2037
2038
2039

2040
2041
2042
2043
2044

LOAD

849
809
838
831
834

808

810
812
812
812
812

822
827
831
838
844

862
872
882
892
902

910
916
930
942
954

Duke Energy Kentucky
SYSTEM SEASONAL PEAK LOAD FORECAST (MEGAWATTS)
Case No. 2024-00354

SUMMER

CHANGE
(c)

-40
29

O OO wNnN

PERCENT
CHANGE

(d)

-4.9%
3.9%
-1.0%
0.4%

-3.2%

0.2%
0.3%
0.0%
0.0%
0.0%

1.2%
0.7%
0.5%
0.9%
0.7%

2.2%
1.2%
1.2%
1.1%
1.2%

0.9%
0.7%
1.5%
1.3%
1.3%

LOAD
821
742
678
710
810

748

737
738
740
740
739

747
749
746
755
759

774
777
779
778
798

808
808
813
816
818

WINTER ( e)

CHANGE
(c)

-79
-64
32

100

-62

= W o o

KyPSC Case No. 2024-00354
STAFF-DR-02-018 Attachment

PERCENT
CHANGE

(d)

-9.6%
-8.6%
4.7%

14.1%

-7.7%

-1.5%
0.1%
0.3%
0.1%
-0.1%

1.0%
0.3%
-0.4%
1.2%
0.6%

1.9%
0.4%
0.2%
-0.1%
2.6%

1.3%
-0.1%
0.7%
0.4%
0.1%

Page 1 of 3



KyPSC Case No. 2024-00354
STAFF-DR-02-018 Attachment

Table 2 Page 2 of 3

Duke Energy Kentucky
SYSTEM SEASONAL PEAK LOAD FORECAST (MEGAWATTS)
Case No. 2022-00372

SUMMER WINTER ( e)
PERCENT PERCENT
CHANGE CHANGE CHANGE CHANGE
YEAR LOAD (c) (d) LOAD (c) (d)
-5 2019 841 733
-4 2020 857 16 1.9% 797 64 8.7%
3 2021 849 -8 -0.9% 821 24 3.0%
-2 2022 809 -40 -4.7% 742 -79 -9.6%
-1 2023 838 29 3.6% 678 -64 -8.6%
0 2024 822 -16 -1.9% 733 55 8.2%
1 2025 836 14 1.7% 747 14 1.9%
2 2026 840 4 0.5% 747 0 -0.1%
3 2027 851 11 1.3% 763 16 2.1%
4 2028 853 1 0.1% 759 -4 -0.5%
5 2029 854 2 0.2% 757 -1 -0.2%
6 2030 857 3 0.3% 754 -3 -0.4%
7 2031 860 3 0.3% 755 1 0.1%
8 2032 870 10 1.2% 768 12 1.6%
9 2033 874 3 0.4% 768 0 0.0%
10 2034 879 6 0.7% 769 1 0.1%
11 2035 885 5 0.6% 765 -4 -0.5%
12 2036 890 5 0.6% 764 1 -0.1%
13 2037 898 8 0.9% 774 10 1.3%
14 2038 911 13 1.5% 792 18 2.3%
15 2039 919 8 0.9% 798 6 0.7%
16 2040 931 12 1.4% 797 -1 -0.1%
17 2041 942 10 1.1% 802 5 0.7%
18 2042 950 8 0.8% 802 -1 -0.1%
19 2043 956 6 0.7% 823 22 2.7%

20 2044 974 18 1.9% 833 9 1.2%



Table 3

Duke Energy Kentucky

KyPSC Case No. 2024-00354

STAFF-DR-02-018 Attachment

SYSTEM SEASONAL PEAK LOAD FORECAST (MEGAWATTS)
Difference between the current and previous forecast

YEAR
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034
2035
2036
2037
2038
2039
2040
2041
2042
2043
2044

LOAD
-14
-26
-28
-39
-40
-42
-35
-33
-39
-35
-36
-23
-18
-16
-20
-17
-22
-25
-20
-14
-20

SUMMER

LOAD
15
-11
-9
-23

WINTER ( e)

Page 3 of 3



Duke Energy Kentucky
Case No. 2024-00354
STAFF Second Set Data Requests
Date Received: January 8, 2025
STAFF-DR-02-019
REQUEST:
Refer to the Direct Testimony of Joshua C. Nowak (Nowak Direct Testimony), page 26,
Figure 6. Refer also to Attachment JCN-6. The mean of the Beta coefficients for the proxy
group companies is 0.95 from Value Line and 0.80 from Bloomberg.

a. Explain why PPL Corporation (PPL), with a Value Line Beta coefficient of
1.15 and Bloomberg Beta coefficient of 0.93, is an appropriate proxy group company.

b. Explain why OGE Energy Corporation (OGE), with a Value Line Beta
coefficient of 1.05 and Bloomberg Beta coefficient of 0.89, is an appropriate proxy group
company.

RESPONSE:

a. The proxy group was selected to include companies with business and
operating characteristics similar to the subject company and both PPL and OGE met these
criteria. Further, while PPL and OGE have the highest Beta coefficients in the proxy group,
it does not suggest a cost of equity that is substantially different from the other proxy
companies.

b. The CAPM results of PPL and OGE were approximately 85 to 175 basis
points above the mean result. Compared to the variability in the DCF analysis, this is much

closer to the mean result. In the DCF analysis, the high-end result was approximately 450

basis points above the mean result and the low-end result was more than 180 basis points



below the low-end results. Therefore, there is no basis to exclude PPL and OGE from the

proxy group.

PERSON RESPONSIBLE: Joshua C. Nowak



Duke Energy Kentucky
Case No. 2024-00354
STAFF Second Set Data Requests
Date Received: January 8, 2025
STAFF-DR-02-020
REQUEST:
Refer to the Nowak Direct Testimony, page 31, and Attachment JCN-4. Provide an update
to the DCF analyses including dividend per share growth rates.
RESPONSE:
As shown on pages 31 and 32 of Nowak Direct Testimony, research indicates that “Growth
in dividends occurs primarily as a result of growth in earnings per share (EPS)” and
“investors base their investment decisions on analysts’ expectations of growth in earnings.”
Further, “the only forward-looking growth rates that are available on a consensus basis are

analysts’ EPS growth rates.” As such, Mr. Nowak’s analysis relies on estimates of earnings

per share growth estimates and has not performed the requested analysis.

PERSON RESPONSIBLE: Joshua C. Nowak



Duke Energy Kentucky
Case No. 2024-00354
STAFF Second Set Data Requests
Date Received: January 8, 2025
STAFF-DR-02-021
REQUEST:
Refer to the Nowak Direct Testimony, page 35, lines 9-13. Refer also to Attachment JCN-
6.
a. Explain why Yahoo! Finance Beta values, once adjusted, should not be
included in the analyses in addition to Value Line and Bloomberg Beta values.
b. Provide an update to the CAPM calculations in Attachment JCN-6
including adjusted Yahoo! Finance Beta Values.
RESPONSE:
a. Mr. Nowak is not aware of Yahoo! Finance’s methodology for calculating
Beta, including the reference index used and any adjustments made to its Beta estimates.
However, Mr. Nowak is aware that Yahoo! Finance Beta estimates are based on five years
of monthly returns. Five years of monthly returns, or 60 total observations, may not
produce a statistically robust relationship for estimating Beta so they should not be included
in the CAPM analysis.
b. Mr. Nowak does not have the requested Yahoo! Finance Beta estimates

consistent with the date of his cost of equity analyses and therefore has not performed the

requested calculations.

PERSON RESPONSIBLE: Joshua C. Nowak



Duke Energy Kentucky
Case No. 2024-00354
STAFF Second Set Data Requests
Date Received: January 8, 2025
STAFF-DR-02-022
REQUEST:
Refer to the Nowak Direct Testimony, pages 35-36, and Attachments JCM-5 and JCM-6.

a. Explain why it is not inconsistent to use a Value Line Beta value, which is
based on the broader New York Stock Exchange Composite Index, and a market risk
premium based on the much narrower S&P 500 Index, in the CAPM analyses.

b. Provide the expected market return using the broader New York Stock
Exchange Composite Index as the market proxy and provide an update to the CAPM
analyses using this market return.

c. For rate making purposes for state regulated electric utilities, explain why
the Federal Energy Regulatory Commission (FERC) methodology of only considering
growth rates between 0 percent and 20 percent is reasonable.

RESPONSE:

a. As shown on pages 34 and 35 of Nowak Direct Testimony, both equation
[3] (the CAPM formula) and equation [4] (the Beta coefficient formula) require an estimate
of the required market return as a whole. The return on market indices (i.e., the S&P 500
and the New York Stock Exchange Composite Index) are used as a proxy for “the return
on the market as whole.” To the extent that the Market Risk Premium and Beta coefficient
apply different market indices in their respective estimates of the overall market return, as

long as the individual estimates are both measures of the overall market and there is no

bias between the two estimates, there is no fundamental inconsistency. Further, over the



five-year analytical period incorporated in Value Line’s Beta estimates on which Mr.
Nowak relies, weekly returns on the S&P 500 and the New York Stock Exchange
Composite Index were highly correlated. Therefore, it is unlikely for any significant
difference in Beta coefficients estimated based on the S&P 500 versus the New York Stock
Exchange Composite Index.

b. Mr. Nowak does not have the data required to estimate the market risk
premium for broader New York Stock Exchange Composite Index consistent with the date
of his cost of equity analyses and therefore has not performed the requested calculations.

c. The FERC method of calculating the market return is intended to estimate
the same input to the CAPM that Mr. Nowak is estimating in his CAPM approach — the
required return for the market as a whole. As such, there is no basis for a distinction for
applicability to state regulated electric utilities versus FERC-regulated electric utilities.
Regardless of the jurisdiction, the same analytical principles apply. Therefore, the FERC

methodology, while conservative, is reasonable.

PERSON RESPONSIBLE: Joshua C. Nowak



Duke Energy Kentucky
Case No. 2024-00354
STAFF Second Set Data Requests
Date Received: January 8, 2025
STAFF-DR-02-023
REQUEST:
Refer to the Direct Testimony of Amy B. Spiller (Spiller Direct Testimony), page 11, lines
13-15. Submit a breakdown of charitable donations made since 2016, categorized by
receipt organization, purpose, and amount.
RESPONSE:

Please see STAFF-DR-02-023 Attachment for a breakdown of charitable donations since

2016, categorized by receipt organization, purpose, and amount.

PERSON RESPONSIBLE: Amy B. Spiller
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Duke Energy Kentucky
Case No. 2024-00354
STAFF Second Set Data Requests
Date Received: January 8, 2025
STAFF-DR-02-024
REQUEST:
Refer to Spiller Direct Testimony, page 13, lines 14-18. Provide the total number of

residential customers who received benefits under the Share the Light program for the past

three years annually, along with the total amount of relief paid out to these customers.

RESPONSE:
Year | Total Customers | Total Dollars
2022 275 $82.,467
2023 395 $118,557
2024 231 $69,341

PERSON RESPONSIBLE: Jacob Colley



Duke Energy Kentucky
Case No. 2024-00354
STAFF Second Set Data Requests
Date Received: January 8, 2025
STAFF-DR-02-025
REQUEST:
Refer to Duke Kentucky’s response to Staff’s First Request, Item 9, STAFF-DR-01-
009 Attachment.xlsx. Explain why Duke Kentucky is anticipating a 132 percent increase,
or $14.82 million, in Electric Smart Grid capital costs and a 738 percent increase, or $0.59
million, in Electric Smart Grid O&M costs. Provide any supporting workpapers,
documents or contracts.
RESPONSE:
The Company’s costs associated with GS Technology and Self Optimizing Grid (SOG) are
the main contributors to the 132% increase in the Electric Smart Grid capital costs; with
the Mission Critical Transport and the multiyear Mission Critical Voice (Private LTE)
programs being the driving factors to the increase under GS Technology. Over the
respective timelines, the increase in O&M for GS Technology is due to the 553 — DEE
Communication Grid Program. This is the Enterprise wide Telecommunications
Architecture project that is used for all planning Telecommunication programs that is
spread across each of the jurisdictions. As the Company continues to expand

implementation of SOG across the Duke Energy Kentucky grid, the O&M associated will

also increase as more SOG assets will have to be maintained.

PERSON RESPONSIBLE: Marc W. Arnold



Duke Energy Kentucky
Case No. 2024-00354
STAFF Second Set Data Requests
Date Received: January 8, 2025
STAFF-DR-02-026
REQUEST:
Refer to Duke Kentucky’s response to Staff’s First Request, Item 25(b), STAFF-DR-01-
025(B) Attachment.xlsx. Refer also to Duke Kentucky’s response to Staff’s First Request,
Item 25(c), STAFF-DR-01-025(c) Attachment.xlsx.

a. Provide more information regarding the anticipated increase in Fossil Steam
Plants Construction Costs from $16.54 million in 2025 to $88.93 million in 2026. Include
in the response any workpapers, project descriptions, anticipated expenditures, or other
supporting documents for the response.

b. Provide more information regarding the anticipated increase in
Transmission Stations Construction Costs from $3.13 million in 2025 to $9.65 million in
2026. Include in the response any workpapers, project descriptions, anticipated
expenditures, or other supporting documents for the response.

RESPONSE:

a. This anticipated increase in accumulated construction costs (CWIP) is
related to the East Bend Limestone Conversion project, which has a projected CWIP
balance of $75.8M in June 2026 compared to $11.2M in February 2025. This project is
anticipated to be recovered through the ESM Rider and is projected to go into service after
the forecasted test period. It is not included in test period rate base.

b. This anticipated increase in accumulated construction costs (CWIP) is

related to a project at Wilder Substation, which has a projected CWIP balance of $5.8M in



June 2026 compared to $0.1M in February 2026. This project is not projected to go into
service within the forecasted test period and is therefore not included in test period rate

base.

PERSON RESPONSIBLE: Grady S. “Tripp” Carpenter



Duke Energy Kentucky
Case No. 2024-00354
STAFF Second Set Data Requests
Date Received: January 8, 2025
STAFF-DR-02-027
REQUEST:

Refer to Duke Kentucky’s response to Staff’s First Request, Item 26, STAFF-DR-01-
026 Attachment .xIsx. Over 5 percent of the Construction Projects detailed in the schedule
are at least 2,000 percent over each Most Recent Budget Estimate. Provide a discussion,
including specific reasons for each project, related to the projects’ incurring costs

materially above their anticipated budgets.

RESPONSE:

Please see STAFF-DR-02-027 Attachment.

PERSON RESPONSIBLE: Sharif S. Mitchell
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Duke Energy Kentucky
Case No. 2024-00354
STAFF Second Set Data Requests
Date Received: January 8, 2025
STAFF-DR-02-028
REQUEST:
Refer to Duke Kentucky’s response to Staff’s First Request, Item 53, STAFF-DR-01-
053 Attachment.xlsx. In years 2021 and 2022, the Cost of Electricity Purchased is more
than the Cost of Electricity Generated. Provide an explanation for the 60.53 percent
decrease in purchased electricity cost in 2023 and explain if this is expected to continue in
future periods.
RESPONSE:
In the Day-Ahead Energy Market, Duke Energy Kentucky submits both demand bids for
forecasted customer demand and supply offers for East Bend and Woodsdale generators to
PJM. Additionally, the actual customer load is utilized plus updates to generator offers are
submitted in the Real-Time Energy Market. In the Day-Ahead market, the Company
functions as a seller for its generation and a buyer for its customer demand to serve its
electric customers in Kentucky. In the Real-Time market, purchases or sales can be made
for both generation and load due to the difference between Day-Ahead and Real-Time
amounts.
Unit commitment, or the decision when to run a generator, is performed by both
the Company and PJM, and economic dispatch, or the determination of each units
generating output once on-line, is primarily determined by PJM. Generation dispatch and

unit commitment are both determined utilizing the operating characteristics of generators,

including planned, maintenance, and forced outages, start-up time, ramp rate, minimum



load, and maximum load, as well as the cost to operate each generator. Generally speaking,
if the Company has more generation in an hour than customer demand, a non-native sale
to PJM occurs, and if the Company has less generation in an hour than customer demand,
a purchase occurs. These purchases, added together for a year, constitute the Cost of
Electricity Purchased, and the cost to operate the generators, again summed for a year,
make up the Cost of Electricity Generated.

Since generating units are primarily operated when they are “in the money” or have
energy market revenues that are greater than the cost to operate the unit, assuming that the
LMP at the customer load zone and the LMP at the generator are approximately equal, one
would expect the Cost of Electricity Generated to be less generally less than the Cost of
Electricity Purchased. However, since the cost of Electricity Purchased (PJM LMP)
changes every 5-minutes, and the volume of Electricity Purchased changes as a function of
customer demand, generating unit commitment and dispatch, and generating unit outages,
and due to the fact that these are annual averages, the relationship between these two
amounts can change so that the Cost of Electricity Purchased is less than the Cost of
Electricity Generated, as was the case in 2023.

During mid-2021 thru all 0£ 2022, PJM Energy Market LMP increased substantially
from the lows experienced during the first year of COVID in 2020. Since Duke Energy
Kentucky first entered PJM, there have been five months where the Day-Ahead LMP at
the PJM AEP-Dayton Hub realized less than $20/MWh, with all of these occurring in the
year 2020. Conversely, again since first entering PJM, there have been 5 months where the
Day-Ahead LMP at the PJM AEP-Dayton Hub realized greater than $80/MWh, with 4 of

these months occurring in 2022. In 2023, when prices returned to more normal levels, the



change from 2022 to 2023 appears amplified since 2022 was starting from such a high
level. Since 2022 started from an elevated level, a 60.53% reduction in purchased power
for a year would not be expected to be commonly repeated in future years.

Additionally, referring to the sited report below, most major trading hubs in the US,
including PJM, experienced substantially lower average wholesale electricity prices in
2023 compared to 2022. Prices decreased primarily because oflower natural gas
prices, mild temperatures at the start of the year, and reduced average electricity loads in
many regional markets. Lower natural gas prices were the most uniform contributor to
reduced wholesale electricity prices across regions in 2023. Price changes for natural gas
have an outsized influence on electricity prices because natural gas prices tend to set the

marginal price of electricity.

PERSON RESPONSIBLE: John Swez

Source:
Wholesale U.S. electricity prices were relatively low in 2023 - U.S. Energy Information Administration (EIA)



Duke Energy Kentucky

Case No. 2024-00354

STAFF Second Set Data Requests
Date Received: January 8, 2025

STAFF-DR-02-029
REQUEST:

Refer to the Direct Testimony of Danielle L. Weatherstone (Weatherstone Direct
Testimony), pages 3-5. Explain why Duke Kentucky chose to normalize three years of
actuals for forced outage replacement purchased power costs and normalize four years of
actual planned outage O&M expense with four years of projected expense.
RESPONSE:
The Company chose to normalize the forced outage replacement power costs based on
three years of actual expense because this methodology was prescribed by the Commission
in Case No. 2017-00321. Per the April 13, 2018 Order in 2017-00321, on pages 15 and 16,
the Attorney General recommended the forced outage replacement power costs be based
on the 3-year average of actual costs and the Commission approved the recommendation.
The Company chose to normalize the planned outage O&M expense based on four
years of actual expense and four years of projected expense because this methodology was
prescribed by the Commission in Case No. 2017-00321. Per the April 13, 2018 Order in
Case No. 2017-00321, on pages 19 and 20, the Commission ordered that Duke Energy
Kentucky’s planned outage expense should be based on Commission precedent of using

the average of four historical and four projected years for the calculation.

PERSON RESPONSIBLE: Lisa D. Steinkuhl



Duke Energy Kentucky
Case No. 2024-00354
STAFF Second Set Data Requests
Date Received: January 8, 2025
STAFF-DR-02-030
REQUEST:
Refer to Weatherston Direct Testimony, pages 3-5. Provide the expense items with account
numbers that would be included in both requested deferrals.
RESPONSE:
Please refer to the AG-DR-01-076(c) response for a listing of the expense items with
account numbers that would be included in the planned outage operations and maintenance
(O&M) deferral related to planned generation maintenance outages above or below the
amount being recovered in base rates.
The expense item that would be included in the forced outage replacement
purchased power deferral is the purchased power expense related to forced outages above

or below the amounts recovered through the Company’s fuel adjustment clause or in base

rates. Purchased power costs are recorded to FERC account 555.

PERSON RESPONSIBLE: Danielle L. Weatherston



Duke Energy Kentucky
Case No. 2024-00354
STAFF Second Set Data Requests
Date Received: January 8, 2025
STAFF-DR-02-031
REQUEST:
Refer to Weatherston Direct Testimony, pages 3-5. If the Commission were to deny the
request for both deferrals, describe the effects on Duke Kentucky’s financial statements.
RESPONSE:
Duke Energy Kentucky is a smaller entity and thus experiences greater impacts from events
such as a planned outage or a forced outage. Planned outages can vary in length and
intended scope introducing significant volatility or spikiness for the Company’s bottom
line. The relative size of Duke Energy Kentucky means that there is a lack of available
mitigating factors or smoothing opportunities especially due to the limited generating
stations owned by Duke Energy Kentucky. As explained in my testimony, the planned
outage O&M expenses included in the revenue requirement reflect an average, or
normalized, expense using four years of historical costs and four years of projected costs.
In a year when planned outage expenses are over the amount included in rates, net income
would be negatively impacted. Conversely, in a year when planned outage expenses are
under the amount included in rates, net income would be positively impacted.
With respect to forced outage replacement purchased power costs, these costs have
been projected based on an average, or normalization, of three years of actual costs for
replacement purchased power for forced outages. Limited generating options at the

Company necessarily cause us to purchase power from the market when we are forced

offline. Again, any forced outage replacement power over the amount included in revenues



would negatively impact the net income of the Company. Conversely, in a year when
forced outage replacement power is under the amount included in revenues, net income
would be positively impacted.

Over time, it is expected that the years with additional expense would even out with
the years with fewer costs. Using a deferral mechanism to ensure that the expenses are in
line with the approved revenue would eliminate the volatility and provide a clearer picture

of the Company’s income.

PERSON RESPONSIBLE: Danielle L. Weatherston



Duke Energy Kentucky
Case No. 2024-00354
STAFF Second Set Data Requests
Date Received: January 8, 2025
STAFF-DR-02-032
REQUEST:
If the Commission were to deny the requested deferrals, explain what other options Duke
Kentucky would have to recover those expenses.
RESPONSE:
Currently, the only method to recover these costs is in base rates. If the Commission were
to deny the requested deferral, the Company could file an Application with the Commission
for deferral treatment of costs higher than the normalized amount included in base rates. If
the Commission approved the deferral, then the Company would request recovery of the
deferral in a future electric base rate case.

Approval of these deferrals in this case however would ensure customers only pay
for the actual costs incurred by the Company. To the extent the Company’s actual costs are
less than what is in base rates, that difference would be recorded to a regulatory liability.
To the extent the Company’s actual costs are greater than what is in base rates, that

difference would be recorded to a regulatory asset. The Company would then request

amortization of the net asset or liability in a future rate case.

PERSON RESPONSIBLE: Sarah E. Lawler
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