COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

JOINT APPLICATION OF LOUISVILLE GAS )
AND ELECTRIC COMPANY AND KENTUCKY )
UTILITIES COMPANY FOR REVIEW, )
MODIFICATION, AND CONTINUATION OF ) CASE NO. 2014-00003
EXISTING, AND ADDITION OF NEW, )
DEMAND-SIDE MANAGEMENT AND ENERGY )
EFFICIENCY PROGRAMS )

JOINT APPLICATION

Louisville Gas and Electric Company (“LG&E”) and Kentucky Utilities Company
(“KU?”) (collectively “the Companies”) hereby petition the Kentucky Public Service Commission
(“Commission”) pursuant to KRS 278.285 to issue an Order approving their proposed 2015-2018
Demand-Side Management and Energy Efficiency Program Plan (“Proposed DSM/EE Program
Plan”) and the proposed Demand Side Management (“DSM?”) cost recovery tariffs filed herein
that will permit recovery of the costs associated with the proposed programs. The Companies
respectfully ask the Commission to issue a final order in this proceeding by November 17, 2014,
with the Companies’ revised tariff sheets to be effective on January 1, 2015.

In support of this Joint Application, the Companies respectfully state:

1. Addresses: Applicant LG&E’s full name and post office address is: Louisville
Gas and Electric Company, 220 West Main Street, Post Office Box 32010, Louisville, Kentucky
40202.

Applicant KU’s full name and business address is: Kentucky Utilities Company, One

Quality Street, Lexington, Kentucky 40507. KU’s mailing address is Kentucky Utilities



Company c/o Louisville Gas and Electric Company, 220 West Main Street, Post Office Box
32010, Louisville, Kentucky 40202.

The Companies may be reached by electronic mail at the electronic mail addresses of
their counsel set forth below.

2. Corporate Status and Articles of Incorporation. Certified copies of LG&E’s and

KU’s current Articles of Incorporation are on file with the Commission in Case No. 2010-00204,
In the Matter of: Joint Application of PPL Corporation, E.ON AG, E.ON U.S. Investments Corp.,
E.ON U.S. LLC, Louisville and Gas Electric Company and Kentucky Utilities Company for
Approval of an Acquisition of Ownership and Control of Utilities, which Articles were filed in
that proceeding on May 28, 2010, and are incorporated by reference herein pursuant to 807 KAR
5:001 § 14(2).

LG&E is incorporated in the Commonwealth of Kentucky and is in good corporate
standing, as attested by the Certificate of Existence from the Kentucky Secretary of State
attached hereto as Exhibit 1. LG&E was incorporated in Kentucky on July 2, 1913.

KU is incorporated in the Commonwealth of Kentucky and the Commonwealth of
Virginia and is in good corporate standing in both states, as attested by the Certificate of
Existence from the Kentucky Secretary of State and the Certificate of Good Standing from the
Virginia State Corporation Commission, which certificates are collectively attached hereto as
Exhibit 2. KU was incorporated in Kentucky on August 17, 1912, and in Virginia on November
26, 1991.

3. LG&E is a public utility, as defined in KRS 278.010(3)(a), engaged in the electric
and gas business. LG&E generates and purchases electricity, and distributes and sells electricity

at retail in Jefferson County and portions of Bullitt, Hardin, Henry, Meade, Oldham, Shelby,



Spencer, and Trimble Counties. LG&E also purchases, stores and transports natural gas and
distributes and sells natural gas at retail in Jefferson County and portions of Barren, Bullitt,
Green, Hardin, Hart, Henry, Larue, Marion, Meade, Metcalfe, Nelson, Oldham, Shelby, Spencer,
Trimble, and Washington Counties.

4, KU is a public utility, as defined in KRS 278.010(3)(a), engaged in the electric
business. KU generates and purchases electricity, and distributes and sells electricity at retail in

the following counties in Central, Northern, Southeastern, and Western Kentucky:

Adair Edmonson Jessamine Ohio
Anderson Estill Knox Oldham
Ballard Fayette Larue Owen
Barren Fleming Laurel Pendleton
Bath Franklin Lee Pulaski
Bell Fulton Lincoln Robertson
Bourbon Gallatin Livingston Rockcastle
Boyle Garrard Lyon Rowan
Bracken Grant Madison Russell
Bullitt Grayson Marion Scott
Caldwell Green Mason Shelby
Campbell Hardin McCracken Spencer
Carlisle Harlan McCreary Taylor
Carroll Harrison McLean Trimble
Casey Hart Mercer Union
Christian Henderson Montgomery Washington
Clark Henry Muhlenberg Webster
Clay Hickman Nelson Whitley
Crittenden Hopkins Nicholas Woodford
Daviess

5. Copies of all orders, pleadings and other communications related to this

proceeding should be directed to:

Edwin “Ed” R. Staton
Vice President, State Regulation and Rates
LG&E and KU Services Company
220 West Main Street
Louisville, Kentucky 40202
Telephone: (502) 627-4830



Allyson K. Sturgeon
Senior Corporate Attorney
LG&E and KU Services Company
220 West Main Street
Louisville, Kentucky 40202
Telephone: (502) 627-2088
allyson.sturgeon@Ige-ku.com

Kendrick R. Riggs
W. Duncan Crosby |11
Joseph T. Mandlehr
Stoll Keenon Ogden PLLC
2000 PNC Plaza
500 West Jefferson Street
Louisville, Kentucky 40202
Telephone: (502) 333-6000
kendrick.riggs@skofirm.com
duncan.crosby@skofirm.com
joseph.mandlehr@skofirm.com

Current Demand-Side Management/Energy Efficiency Programs

6. The Companies’ initial Demand-Side Management and Energy Efficiency
(“DSM/EE”) programs were implemented in 1994. Since then, the Companies have worked
with their Energy Efficiency Advisory Group (“EE Advisory Group”), a group of customer-
stakeholders that includes the Attorney General and low-income advocates, to grow and improve
the Companies’ set of DSM/EE offerings, obtaining Commission approval for those offerings in
1996, 1998, 2001, 2008, and 2011.

7. Today, the Companies have a suite of successful DSM/EE programs, which the
Commission approved in its November 9, 2011 Order in Case No. 2011-00134.' The
Companies’ current DSM/EE programs and the dates through which the Commission has

approved them are:

! In the Matter of: Joint Application of Louisville Gas and Electric Company and Kentucky Utilities Company for
Review, Modification, and Continuation of Existing, and Addition of New Demand-Side Management and Energy-
Efficiency Programs, Case No. 2011-00134, Order (Nov. 9, 2011).
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Approved through the end of 2018

Smart Energy Profile Program

Residential Refrigerator Removal Program

Residential Incentive Program

Program Development and Administration

Residential Conservation/Home Energy Performance Program
Residential Low Income Weatherization Program (“WeCare”)
Residential and Commercial Load Management/Demand Conservation
Commercial Conservation/Commercial Incentives Program

Approved through the end of 2014

Residential High Efficiency Lighting

Residential New Construction

Residential and Commercial HVAC Diagnostic and Tune-up

Customer Education and Public Information

Dealer Referral Network

8. Through November 2013, the Companies’ DSM/EE programs have produced

cumulative energy and gas savings of approximately 650 GWh and 2 million ccf, along with a
cumulative demand reduction of 331 MW. In accordance with past practice, the Companies’
2014 Integrated Resource Plan (“IRP”) will include not only these already-achieved demand

reductions, but also the projected demand reductions from the Proposed DSM/EE Program Plan.



The Companies Now Propose to Build on their DSM/EE Success in Accordance with
Commission Orders and the Companies’ Research

9. The Commission has repeatedly expressed its clear policy to promote greater
development and deployment of DSM/EE programs. In its February 17, 2011 Final Order in
Case No. 2010-00222, the Commission stated:

The Commission believes that conservation, energy efficiency and
DSM, generally, will become more important and cost-effective as

there will likely be more constraints placed upon utilities whose
main source of supply is coal-based generation.

[T]he Commission believes that it is appropriate to strongly
encourage Meade, and all other electric energy providers, to make
a greater effort to offer cost-effective DSM and other energy
efficiency programs.?

Just over a year later, the Commission directed the Companies to conduct a study in their
service territories to determine the potential for additional demand and energy savings through
DSM/EE: “[The Companies] shall file with the Commission the [DSM/EE] potential or market
characterization study as recommended in the ICF Report.”

10. In addition to responding to the Commission’s orders, the Companies have
continued to engage in DSM/EE program evaluation, measurement, and verification (“EM&V”)
to provide increasingly beneficial programming.

11. In response to the Commission’s order and as part of the Companies’ own EM&V
processes, the Companies commissioned The Cadmus Group, Inc. (“Cadmus”) to perform two

studies concerning the Companies’ current and future DSM/EE programming. The first such

2 In the Matter of: Application of Meade County Rural Electric Cooperative Corporation to Adjust Electric Rates,
Case No. 2010-00222, Order at 15-16 (Feb. 17, 2011).

¥ In the Matter of: Joint Application of Louisville Gas and Electric Company and Kentucky Utilities Company for a
Certificate of Public Convenience and Necessity and Site Compatibility Certificate for the Construction of a
Combined Cycle Combustion Turbine at the Cane Run Generating Station and the Purchase of Existing Simple
Combustion Turbine Facilities from Bluegrass Generation Company, LLC in LaGrange, Kentucky, Case No. 2011-
00375, Order at 18-21 (May 3, 2012).



study is the Energy Efficiency Potential Study (“EE Potential Study”), which is Exhibit MEH-3
to the testimony of Michael E. Hornung in this proceeding. The Companies commissioned the
EE Potential Study to comply with the Commission’s Order in Case No. 2011-00375 quoted
above. The EE Potential Study involved separate assessments of energy-efficiency potential for
electricity and natural gas in the residential and commercial sectors, considering a wide range of
energy-efficiency technologies. Results indicate a range of 941 GWh to 1,478 GWh of
achievable electricity savings, representing 3.9% to 6.1% of forecasted retail sales in 2033, and a
range of 15 million to 26 million therms of achievable natural gas savings, representing 5% to
9% of forecasted retail sales in 2033. As noted in the EE Potential Study, the Companies are
currently on track to exhaust their achievable energy-efficiency potential by 2018.

12. The second study the Companies commissioned Cadmus to perform is the
Louisville Electric and Gas/Kentucky Utility Company DSM Program Review (“Program
Review”), which is Exhibit MEH-2 to Mr. Hornung’s testimony. Cadmus performed the
Program Review contemporaneously with the EE Potential Study, and in consultation with the
Companies’ EE Advisory Group. The Program Review involved consideration of the
Companies’ existing programs, a gap analysis to identify any potential new program measures
and delivery options, secondary research of program topics, and development of
recommendations for each program moving forward. Overall, the Program Review revealed that
the Companies currently offer well-designed and efficiently administered programs that already
adhere to many industry standard best practices and produce reliable energy savings and demand
reductions. The Program Review further offered a number of recommendations for enhancing or

ending certain programs, which recommendations the Companies took into account in their



Proposed DSM/EE Program Plan. (The Proposed DSM/EE Program Plan is Exhibit MEH-1 to
Mr. Hornung’s testimony.)

13. The Proposed DSM/EE Program Plan is supported by the aforementioned studies,
and was formulated in collaboration with the Companies’ EE Advisory Group. The Companies
held meetings with the EE Advisory Group in December 2012, June 2013, and October 2013 to
discuss the EE Potential Study and the ongoing internal efforts to review the existing DSM/EE
portfolio and develop the Proposed DSM/EE Program Plan. (The Companies invited the
Attorney General’s representatives to attend the EE Advisory Group meetings, but they were
unable to attend.)

The Proposed 2015-2018 Demand-Side Management and
Enerqgy Efficiency Program Plan

14.  The Companies are proposing enhancements to their Commercial Load
Management/Demand Conservation Program, Residential Incentives Program, Commercial
Conservation/Commercial Incentives Program, and Residential Conservation/Home Energy
Performance Program. The Companies are further proposing to enhance the Customer
Education and Public Information Program and to extend it through the end of 2018 (its current
approval extends through the end of 2014). The Companies are also proposing to deploy
Advanced Metering Systems.

15.  The Proposed DSM/EE Program Plan will maintain and operate the following
programs according to their current Commission-approved designs through 2018: Smart Energy
Profile Program, Residential Load Management/Demand Conservation, Residential Refrigerator
Removal Program, Program Development and Administration, and Residential Low Income

Weatherization Program (WecCare).



16. The Companies will allow the following programs to expire because they will
have reached the end of their approval cycle and useful life by the end of 2014: Residential High
Efficiency Lighting, Residential New Construction, Residential and Commercial HVAC
Diagnostic and Tune-Up, and the Dealer Referral Network. The support for each program’s
expiration is in Exhibit MEH-1, Appendix A.

17. The Companies applied to their existing DSM/EE programs the industry-standard
cost-benefit tests set out in the California Standard Practice Manual, which the Commission
explicitly requires utilities to apply: “Any new DSM program or change to an existing DSM
program shall be supported by ... [t]he results of the four traditional DSM cost-benefit tests
[Participant, Total Resource Cost, Ratepayer Impact, and Utility Cost tests].” * Each of the
programs in the Proposed DSM/EE Program Plan except the Advanced Metering Systems passed
the Participant and Total Resource Cost tests (when applicable), and the overall portfolio passed
the Participant, Utility Cost, and Total Resource Cost tests. For reasons explained in the
testimony of David E. Huff, the Companies did not apply the California tests to the Advanced
Metering Systems.

18. The Companies project that the effect of all of their past and current DSM/EE
programs, as well as those in the Proposed DSM/EE Program Plan, will be a cumulative demand
reduction of 500 MW and cumulative energy and gas savings of 1.6 million MWh and nearly
13.4 million ccf by 2018. To achieve these benefits, the Companies project a total DSM/EE
portfolio and Advanced Metering Systems cost of $179 million from 2015 to 2018. The amount
approved by the Commission in Case No. 2011-00134 for years 2015 to 2018 is $155 million.

The Companies are requesting an additional $24 million in this proposal to support modifications

* In the Matter of the Joint Application of the Members of the Louisville Gas and Electric Company Demand-Side
Management Collaborative for the Review, Modification, and Continuation of the Collaborative, DSM Programs,
and Cost Recovery Mechanism, Case No. 1997-00083, Order at 20 (April 27, 1998).
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to the Commercial Load Management Program/Demand Conservation Program, Residential
Incentives Program, Commercial Conservation/Commercial Incentive Program, and Residential
Conservation Program/Home Energy Performance Program. These funds will also support the
continuation of the Companies’ Customer Education and Public Information Program through
the end of 2018, as well as the implementation of Advanced Metering Systems.

Advanced Metering Systems

19.  The Companies commissioned a study by DNV KEMA Energy and Sustainability
(“DNV KEMA”) to evaluate the prospects and potential features of Advanced Metering Systems
in the Companies’ service territories. The resulting LG&E and KU Smart Meter Business Case
Assessment (“Smart Meter Study”) indicated that the Companies may have opportunities to
benefit from targeted deployments of Advanced Metering Systems, but that system-wide
conversion is not justified at this time based on the data analyzed. (The Smart Meter Study is
Exhibit DEH-1 to the testimony of David E. Huff in this proceeding.) The Companies
commissioned the study as part of their ongoing study of advanced metering and consistently
with the Commission’s final order in Case No. 2011-00440, which permitted LG&E to end its
three-year responsive-pricing pilot for residential and general-service customers.®

20.  On the basis of the Smart Meter Study, the Companies propose to add the
Advanced Metering Systems, which will allow up to 5,000 LG&E and 5,000 KU residential and
small commercial customers (i.e., Rates RS and GS) to choose to have an advanced meter
installed on a purely optional first-come-first-serve basis. The goal of the Advanced Metering
Systems is to put in place the communications and control infrastructure necessary for possible

future advanced-meter deployments, as well as to provide participating customers more detailed

®> In the Matter of: Request of Louisville Gas and Electric Company to Cancel and Withdraw the Tariffs for Its
Responsive Pricing and Smart Metering Pilot Program, Case No. 2011-00440, Order at 9-10 (Mar. 22, 2012).
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information about their consumption. This goal is consistent with KRS 278.285(1)(h), which
requires the Commission to consider when reviewing a utility’s proposed DSM-EE plan, “Next-
generation residential utility meters that can provide residents with amount of current utility
usage, its cost, and can be capable of being read by the utility either remotely or from the exterior
of the home.”

21. The Companies propose to recover the capital costs of the Advanced Metering
Systems through the capital component of their DSM-EE Cost-Recovery Mechanisms (i.e., the
DCCR component). The Companies will recover the operating costs of the Advanced Metering
Systems through the mechanisms” DCR component.

DSM Tariff Matters

22.  The DSM Cost Recovery Mechanism (“DSM Mechanism”) is the means to
recover all applicable costs related to DSM/EE programs approved by the Commission. The
DSM Mechanism has operated successfully from a rate mechanism standpoint for many years,
providing customers a clear and certain line item on their bills for the Companies’ DSM/EE
programs. The Companies do not propose any changes to the DSM Mechanism other than to
adjust the rates to account for the Proposed DSM/EE Program Plan. This will include recovering
capital costs associated with the proposed Advanced Metering Systems through the DSM Capital
Cost Recovery component.

23. The Companies propose minor changes to the descriptive language contained in
the Programmatic Customer Charges section of the Companies’ tariff sheets. These proposed
changes to the descriptions of the Companies’ DSM/EE programs and the incentives available to
customers who participate reflect the changes in the Proposed DSM/EE Program Plan.

24.  Clean and redlined versions of the Companies’ revised tariff sheets reflecting all

of the changes discussed above, as well as the supporting calculations for revised sheets, are
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Exhibits RMC-1 (for KU), RMC-2 (for LG&E electric), and RMC-3 (for LG&E gas) to the
testimony of Robert M. Conroy in this proceeding.

25. The proposed tariffs provide a 30-day notice through a proposed effective date of
February 16, 2014; however, the Companies request that, after the Commission completes its
investigation in this proceeding, the Commission enter a final order by November 17, 2014,
approving the proposed programming, budgets, and metrics to be effective January 1, 2015.

26. The Companies project that the monthly bill impact of the new DSM/EE
programs and program enhancements will be $4.68 for LG&E residential electric customers and
$3.78 for KU residential electric customers using 1,000 kWh per month. The current DSM/EE
charge for LG&E residential electric customers is $4.39 and $3.49 for KU residential electric
customers. In other words, an LG&E or KU electric customer using 1,000 kwh per month will
see a DSM/EE-related bill increase of $0.29 per month.

27. The Companies project that the monthly gas bill impact of the new DSM/EE
programs and program enhancements will be $1.72 for LG&E residential gas customers using 70
ccf per month. The current DSM/EE charge for LG&E residential gas customers is $1.50. In
other words, an LG&E gas customer using 70 ccf per month will see a DSM/EE-related bill
increase of $0.22 per month.

Supporting Testimony and Request for Final Order

28. Michael E. Hornung, the Companies’ Manager, Energy Efficiency
Planning/Development, presents testimony that describes the results the Companies’ Demand-
Side Management and Energy Efficiency (“DSM/EE”) programs have produced to date, as well
as the need to continue, allow to expire, enhance, or propose new DSM/EE programs. He

sponsors the Companies’ 2015-2018 Demand-Side Management and Energy Efficiency Program
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Plan (“Proposed DSM/EE Program Plan”) and describes each program therein, as well as the
process the Companies used to formulate the review, including performing cost-benefit analyses,
interacting with customer, government, and industry stakeholders, and ensuring consistency with
the Companies’ most recent Integrated Resource Plan. Also, Mr. Hornung sponsors the
Louisville Electric and Gas/Kentucky Utility Company DSM Program Review by The Cadmus
Group, Inc. and the Energy and Efficiency Potential Study, also by Cadmus.

29. David E. Huff, the Companies’ Director of Customer Energy Efficiency and
Smart Grid Strategy, presents testimony that describes the need for the Companies’ proposed
Advanced Metering Systems. He sponsors the LG&E and KU Smart Meter Business Case
Assessment by DNV KEMA Energy and Sustainability, the Responsive Pricing and Smart
Metering Pilot Program Final Report for Louisville Gas and Electric Company, which LG&E
filed in Case No. 2011-00440, and the Residential Smart Meters Study by Bellomy Research,
Inc. Also, Mr. Huff co-sponsors the Companies’ Proposed DSM/EE Program Plan.

30. Robert M. Conroy, the Companies’ Director of Rates, presents testimony that
discusses the Companies’ DSM Mechanism and revised tariff sheets. He sponsors the
Companies’ revised tariff sheets and supporting calculations.

31. The Companies further respectfully request the Commission to complete its
investigation and issue a final order in this proceeding by November 17, 2014, with the
Companies’ revised tariff sheets to be effective on January 1, 2015.

WHEREFORE, Louisville Gas and Electric Company and Kentucky Utilities Company
respectfully request the Commission to issue an order approving the Companies’ Proposed

DSM/EE Program Plan and the proposed revised Demand Side Management cost recovery tariffs
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CERTIFICATE OF SERVICE

This is to certify that Louisville Gas and Electric Company and Kentucky Ultilities
Company’s January 17, 2014 electronic filing is a truc and accurate copy of the docuiments being
filed in paper medium; that the clectronic filing was transmitted to the Commission on January
17, 2014; that there are currently no parties that the Commission has excused from participation
by electronic means in this proceeding; that an original and one copy of the filing is being hand-
delivered to the Commission on January 17, 2014; and that on January 17, 2014, electronic mail
notification of the electronic filing will be provided to the following;

Dennis G. Howard 1T Michael L. Kurtz

Assistant Director Boehm, Kurtz & Lowry

Office of the Attorney General 36 East Seventh Street, Suite 1510
Office of Rate [ntervention Cincinnati, OH 45202

1024 Capital Center Drive, Suite 200
Frankfort, KY 40601-8204

( /\UW«'MJ/\ )&%ﬁ/é&\m

Counsel _{o)‘ Louisville Gas and Etric
Company tnd Kentucky Utilities Company




- by November 17, 2014, with the Companics’ revised tariff sheets to be effective for service

rendered on and after January 1, 2015.

Dated: January 17, 2014

10480759

Respectfully submitted,

(gl g

Kendrick’R. Riggs

W. Duncan Crosby III
Joseph T. Mandlehr

Stoll Keenon Ogden PLLC
2000 PNC Plaza

500 West Jefferson Street
Louisville, Kentucky 40202
Telephone: (502) 333-6000
kendrick.riggs@skofirm.com
duncan.crosby(@skofirim.com
joseph.mandlehr@skofirm.com

Allyson K. Sturgeon

Scnior Corporate Attorney
LG&E and KU Energy LLC
220 West Main Street
Louisville, KY 40202
Tclephone: (502) 627-2088
allyson.sturgeon{@!ge-ku.com

Counsel for Louisville Gas and Electric Company
and Kentucky Ulilities Company
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Certificate of Existence from the Kentucky
Secretary of State for Louisville Gas and Electric
Company

Exhibit 1






Certificate of Existence from the Kentucky
Secretary of State for Kentucky Utilities

Company and the Certificate of Good
Standing from the Virginia State
Corporation Commission

Exhibit 2



Commonwealth of Kentucky
Alison Lundergan Grimes, Secretary of State

Alison Lundergan Grimes
Secretary of State
P.O.Box 718
Frankfort, KY 40602-0718
(502) 564-3490
http://www.sos.ky.gov

Certificate of Existence

Authentication number: 146846
Visit https://app.sos.ky.gov/ftshow/certvalidate.aspx to authenticate this certificate.

I, Alison Lundergan Grimes, Secretary of State of the Commonwealth of Kentucky,
do hereby certify that according to the records in the Office of the Secretary of State,

KENTUCKY UTILITIES COMPANY

is a corporation duly incorporated and existing under KRS Chapter 14A and KRS
Chapter 271B, whose date of incorporation is August 17, 1912 and whose period of
duration is perpetual.

| further certify that all fees and penalties owed to the Secretary of State have been
paid; that Articles of Dissolution have not been filed; and that the most recent annual
report required by KRS 14A.6-010 has been delivered to the Secretary of State.

IN WITNESS WHEREOF, | have hereunto set my hand and affixed my Official Seal

at Frankfort, Kentucky, this g™ day of January, 2014, in the 222™ year of the
Commonwealth.

i, Bty e

Alison Lundergan Grlme
Secretary of State
Commonwealth of Kentucky
146846/0028494




CERTIFICATE OF GOOD STANDING

I Certify the Following from the Records of the Commission:

That KENTUCKY UTILITIES COMPANY is duly incorporated under the law of the Commonwealth of
Virginia;

That the date of its incorporation is November 26, 1991;
That the period of its duration is perpetual; and

That the corporation is in existence and in good standing in the Commonwealth of Virginia as of
the date set forth below.

Nothing more is hereby certified.

Signed and Sealed at Richmond on this Date:

January 8, 2014

U Joel H. Peck, Clerk of the Commission

CISECOM
Document Control Number: 1401086185
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Please state your name, position, and business address.
My name is Robert M. Conroy. | am the Director of Rates for LG&E and KU
Services Company, which provides services to Louisville Gas and Electric Company
(“LG&E”) and Kentucky Utilities (“KU”) (collectively, “Companies™). My business
address is 220 West Main Street, Louisville, Kentucky. A statement of my
qualifications and work experience is attached as Appendix A.
Have you previously testified before the Kentucky Public Service Commission?
Yes. | have previously testified before this Commission in proceedings concerning
the Companies’ most recent rate cases, fuel adjustment clauses, and environmental
cost recovery surcharge mechanisms.
What are the purposes of your testimony?
The purposes of my testimony are to summarize the filing and to discuss the Demand-
Side Management Cost Recovery Mechanism (“DSM Mechanism”).
Are you supporting any exhibits to your testimony?
Yes, | am supporting clean and redlined versions of the revised DSM Mechanism
tariff sheets for each utility, as well as supporting calculations for each set of revised
tariff sheets, which are attached hereto as Exhibits RMC-1 (for KU), RMC-2 (for
LG&E electric), and RMC-3 (for LG&E gas).

Overview
Are other witnesses offering direct testimony on behalf of the Companies in this
case?
Yes. Michael E. Hornung, the Companies’ Manager, Energy Efficiency
Planning/Development, presents testimony that describes the results the Companies’

Demand-Side Management and Energy Efficiency (“DSM/EE”) programs have
2
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produced to date, as well as the need to continue, allow to expire, enhance, or propose
new DSM/EE programs. He sponsors the Companies’ 2015-2018 Demand-Side
Management and Energy Efficiency Program Plan (“Proposed DSM/EE Program
Plan”) and describes each program therein, as well as the process the Companies used
to formulate the review, including performing cost-benefit analyses, interacting with
customer, government, and industry stakeholders, and ensuring consistency with the
Companies’ most recent Integrated Resource Plan. Also, Mr. Hornung sponsors the
Louisville Electric and Gas/Kentucky Utility Company DSM Program Review by The
Cadmus Group, Inc. and the Energy and Efficiency Potential Study, also by Cadmus.

David E. Huff, the Companies’ Director of Customer Energy Efficiency and
Smart Grid Strategy, presents testimony that describes the need for the Companies’
proposed Advanced Metering Systems. He sponsors the LG&E and KU Smart Meter
Business Case Assessment by DNV KEMA Energy and Sustainability, the
Responsive Pricing and Smart Metering Pilot Program Final Report for Louisville
Gas and Electric Company, which LG&E filed in Case No. 2011-00440, and the
Residential Smart Meters Study by Bellomy Research, Inc. Also, Mr. Huff co-
sponsors the Companies’ Proposed DSM/EE Program Plan.

Proposed Effective Date

Please explain why the Companies’ Application asks the Commission to issue a
final order in this proceeding to permit the Companies’ revised tariff sheets to
be effective for service rendered on and after January 1, 2015.

The tariff sheets filed with this Application show a proposed effective date of

February 16, 2014, which is thirty days after the January 17, 2014 filing date. The
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Companies expect the Commission, prior to the expiration of this 30-day notice, to
suspend the operation of the DSM Mechanism tariff sheets filed with this Application
for a period extending up to five months, and following the expiration of the five-
month suspension period, to issue a final order by November 17, 2014. However, in
their Application the Companies are requesting the approval of the enhanced suite of
DSM/EE programs and tariffs to be effective for service rendered on and after
January 1, 2015. The commencement of the new and enhanced DSM/EE programs
and recovery of their costs through the DSM Mechanism beginning January 1, 2015,
will allow the Companies to wind-up the current DSM/EE programs that will not be
continued and to prepare to implement the new and enhanced DSM/EE programs

requested in this Application.

Proposed Changes to the DSM Mechanism Tariff Sheets

What is the current DSM Mechanism formula?
The current DSM Mechanism formula includes components for DSM cost recovery
(“DCR”) (excluding costs capitalized), DSM revenue from lost sales (“DRLS”), DSM
incentives (“*DSMI”), DSM balancing adjustments (“DBA”), and DSM Capital Cost
Recovery (“DCCR”). The formula for calculating the DSM Cost Recovery
Component (“DSMRC”) is:

DSMRC = DCR + DRLS + DSMI + DBA + DCCR
Do the Companies propose any significant or fundamental changes to the DSM
Mechanism or the DSM tariff?
No. The DSM Mechanism has operated successfully for many years, providing

customers a clear and certain line item on their bills for the Companies’ DSM/EE
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programs.  Also, the Companies’ annual DSM/EE filings have provided the
Commission a high level of detail in a form that facilitates the Commission’s
continuous review and oversight.

Do the Companies propose any changes to the terms of their DSM Capital Cost
Recovery component?

No. The Companies propose to continue to use the DSM Capital Cost Recovery
component to recover and earn a return on the capital deployed through DSM/EE
programs, including continuing to use the return on equity the Commission approved
in Case No. 2011-00134. The Companies’ Proposed DSM/EE Program Plan includes
two programs with capital components: the Residential and Commercial Load
Management/Demand Conservation Program and the Advanced Metering Systems.
What changes do the Companies propose to make to their DSM Mechanism
tariff sheets?

The Companies propose minor changes to the language contained in the
Programmatic Customer Charges section of the Companies’ tariff sheets. These
changes address the descriptions of the Companies’ DSM/EE programs and the
incentives available to customers who participate. The Companies further propose
minor changes to the Energy Charges used to calculate the Monthly Adjustment
Factors in the DSM Cost Recovery Mechanism. These changes address program
enhancements and modifications identified in the Proposed DSM/EE Program Plan.
The revised tariff sheets (clean and redlined versions) and the supporting calculations
are attached hereto as Exhibits RMC-1 (for KU), RMC-2 (for LG&E electric), and

RMC-3 (for LG&E gas).



Do you have any recommendations for the Commission?

Yes. The Commission should approve the Companies’ Application in this
proceeding. As demonstrated in the testimony of Messrs. Hornung and Huff, the
Companies conducted comprehensive evaluation of the current and proposed
DSM/EE programming and consulted with numerous representatives of consumer
groups about the programs proposed in this Application. The strong consensus view
of those groups favors the proposed programs.

Q. Does this conclude your testimony?

Yes.

400001.147292/1047675.9



VERIFICATION

COMMONWEALTH OF KENTUCKY )
) 88
COUNTY OF JEFFERSON )

The undersigned, Robert M. Conroy, being duly sworn, deposes and says that he
i_s Director - Rates for LG&E and KU Services Company, and that he has personal
knowledge of the matters set forth in the foregoing testimony, and that the answers
contained thcrein are true and correct to the best of his information, knowledge and

belief.

RKobert vl Lonroy

Subscribed and sworn to before me, a Notary Public in and before said County

and Statc, this day of 2014,

(SEAL)

}‘Ulﬂlj’ I uuliv

My Commission Expires:

SUSAN i, WATKINS
Notery Public &t&ﬁ@&tw@@, Y
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APPENDIX A

Robert M. Conroy
Director, Rates

LG&E and KU Energy LLC
220 West Main Street
Louisville, Kentucky 40202
Telephone: (502) 627-3324

Previous Positions

Manager, Rates

Manager, Generation Systems Planning
Group Leader, Generation Systems Planning
Lead Planning Engineer

Consulting System Planning Analyst
System Planning Analyst 111 & IV

System Planning Analyst Il

Electrical Engineer Il

Electrical Engineer |

Professional/ Trade Memberships

Registered Professional Engineer in Kentucky, 1995.

Education

Essentials of Leadership, London Business School, 2004

Masters of Business Administration;

April 2004 - Feb 2008
Feb. 2001 — April 2004
Feb. 2000 - Feb. 2001
Oct. 1999 — Feb. 2000
April 1996 — Oct. 1999
Oct. 1992 - April 1996
Jan. 1991 - Oct. 1992
Jun. 1990 - Jan. 1991
Jun. 1987 - Jun. 1990

Indiana University (Southeast campus), December 1998. GPA: 3.9.

Center for Creative Leadership, Foundations in Leadership program, 1998.

Bachelor of Science in Electrical Engineering;

Rose Hulman Institute of Technology, May 1987.

GPA: 3.3
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Kentucky Utilities Company

P.S.C. No. 16, Second Revision of Original Sheet No. 86.4
Canceling P.S.C. No. 16, First Revision of Original Sheet No. 86.4

Adjustment Clause DSM
Demand-Side Management Cost Recovery Mechanism

PROGRAMMATIC CUSTOMER CHARGES

Residential Customer Program Participation Incentives:
The following Demand Side Management programs are available to residential customers
receiving service from the Company on the RS, VFD and LEV Standard Electric Rate Schedules.

Residential Load Management / Demand Conservation

The Residential Load Management / Demand Conservation Program employs switches in
homes to help reduce the demand for electricity during peak times. The program
communicates with the switches to cycle central air conditioning units, heat pumps, electric
water heaters, and pool pumps off and on through a predetermined sequence. This program
has an approved flexible incentive structure. The current program offering is defined on
Sheet No 86.8.

Residential Conservation / Home Energy Performance Program

The on-site audit offers a comprehensive audit from a certified auditor and incentives for
residential customers to support the implementation of energy saving measures for a fee of
$25. Customers are eligible for incentives ranging from $150 to $1,000 based on customer
purchased and installed energy efficiency measures and validated through a follow-up test.

Residential Low Income Weatherization Program (WeCare)

The Residential Low Income Weatherization Program (WeCare) is an education and
weatherization program designed to reduce energy consumption of LG&E’s low-income
customers. The program provides energy audits, energy education, and blower door tests,
and installs weatherization and energy conservation measures. Qualified customers could
receive energy conservation measures ranging from $0 to $2,100 based upon the customer’s
most recent twelve month energy usage and results of an energy audit.

Smart Energy Profile

The Smart Energy Profile Program provides a portion of KU’s highest consuming residential
customers with a customized report of tips, tools and energy efficiency programming
recommendations based on individual household energy consumption. These reports are
benchmarked against similar local properties. The report will help the customer understand
and make better informed choices as it relates to energy usage and the associated costs.
Information presented in the report will include a comparison of the customer’s energy usage
to that of similar houses (collectively) and a comparison to the customer’s own energy usage
in the prior year.

DATE OF ISSUE:  January 17, 2014
DATE EFFECTIVE: February 16, 2014
ISSUED BY: /s/ Edwin R. Staton, Vice President

State Regulation and Rates
Lexington, Kentucky



Kentucky Utilities Company

P.S.C. No. 16, Second Revision of Original Sheet No. 86.5
Canceling P.S.C. No. 16, First Revision of Original Sheet No. 86.5

Adjustment Clause DSM
Demand-Side Management Cost Recovery Mechanism

Residential Incentives Program

The Residential Incentives Program encourages customers to purchase and install various
ENERGY STAR® appliances, HVAC equipment, or window films that meet certain
requirements, qualifying them for an incentive as noted in the table below.

Category Item Incentive
2 Heat Pump Water Heaters (HPWH) $300 per qualifying item purchased
e Washing Machine $75 per qualifying item purchased
3 Refrigerator $100 per qualifying item purchased
s Freezer $50 per qualifying item purchased
< Dishwasher $50 per qualifying item purchased
% £ Up to 50% of materials cost only; max of $200
_’g = Window Film per customer account; product must meet
= applicable criteria.
$100 per Energy Star item purchased plus an
o Central Air Conditioner additional $100 per SEER improvement above
> minimum
; $100 per Energy Star item purchased plus
Electric Air-Source Heat Pump additional $100 per SEER improvement above
minimum

Residential Refrigerator Removal Program

The Residential Refrigerator Removal Program is designed to provide removal and recycling
of working, inefficient secondary refrigerators and freezers from KU customer households.
Customers participating in this program will be provided a one-time incentive. This program
has an approved flexible incentive structure. The current program offering is defined on
Sheet No 86.8.

Customer Education and Public Information

This program helps customers make sound energy-use decisions, increase control over
energy bills and empower them to actively manage their energy usage. Customer Education
and Public Information is accomplished through three processes: a mass-media campaign,
an elementary- and middle-school program, and training for home construction professionals.
The mass media campaign includes public-service advertisements that encourage customers
to implement steps to reduce their energy usage. The elementary and middle school
program provides professional development and innovative materials to K-8 schools to teach
concepts such as basic energy and energy efficiency concepts. The training for home
construction professionals provides education about new building codes, standards and
energy efficient construction practices which support high performance residential
construction.

DATE OF ISSUE:  January 17, 2014
DATE EFFECTIVE: February 16, 2014
ISSUED BY: /s/ Edwin R. Staton, Vice President

State Regulation and Rates
Lexington, Kentucky




Kentucky Utilities Company

P.S.C. No. 16, Second Revision of Original Sheet No. 86.6
Canceling P.S.C. No. 16, First Revision of Original Sheet No. 86.6

Adjustment Clause DSM
Demand-Side Management Cost Recovery Mechanism

Residential Advanced Metering Systems Incentives:
The following Demand Side Management offering is available to residential customers receiving
service from the Company on the RS Rate Schedule.

Advanced Metering Systems

The Advanced Metering Systems offering is designed to provide energy consumption data to
customers on a more frequent basis than is traditionally available through monthly billing.
The Program employs advanced meters to communicate hourly consumption data to
customers through a website.

Commercial Customer Program Participation Incentives:

The following Demand Side Management programs are available to commercial customers
receiving service from the Company on the GS, AES, PS, TODS, and TODP Standard Electric
Rate Schedules.

Commercial Load Management / Demand Conservation

The Commercial Load Management / Demand Conservation Program employs switches or
interfaces to customer equipment in small and large commercial businesses to help reduce
the demand for electricity during peak times. The Program communicates with the switches
or interface to cycle equipment. This program has an approved flexible incentive structure.
The current program offering is defined on Sheet No 86.9.

Commercial Conservation / Commercial Incentives

The Commercial Conservation / Commercial Incentive Program is designed to increase the
implementation of energy efficiency measures by providing financial incentives to assist with
the replacement of aging and less efficient equipment and for new construction built beyond
code requirements. The Program also offers an online tool providing recommendations for
energy-efficiency improvements. Incentives available to all commercial customers are based
upon a $100 per kW removed for calculated efficiency improvements. A prescriptive list
provides customers with incentive values for various efficiency improvement projects.
Additionally, a custom rebate is available based upon company engineering validation of
sustainable kW removed. New construction rebates are available on savings over code plus
bonus rebates for LEED certification.

Maximum annual incentive per facility is $50,000
Customers can receive multi-year incentives in a single year where such multi-
year incentives do not exceed the aggregate of $100,000 per facility and no
incentive was provided in the immediately preceding year

e Applicable for combined Prescriptive, Custom and New Construction Rebates

DATE OF ISSUE:  January 17, 2014
DATE EFFECTIVE: February 16, 2014
ISSUED BY: /s/ Edwin R. Staton, Vice President

State Regulation and Rates
Lexington, Kentucky




Kentucky Utilities Company

P.S.C. No. 16, Second Revision of Original Sheet No. 86.7
Canceling P.S.C. No. 16, First Revision of Original Sheet No. 86.7

Adjustment Clause DSM
Demand-Side Management Cost Recovery Mechanism

Customer Education and Public Information

This program helps customers make sound energy-use decisions, increase control over
energy bills and empower them to actively manage their energy usage. Customer Education
and Public Information is accomplished through three processes: a mass-media campaign,
an elementary- and middle-school program, and training for home construction professionals.
The mass media campaign includes public-service advertisements that encourage customers
to implement steps to reduce their energy usage. The elementary and middle school
program provides professional development and innovative materials to K-8 schools to teach
concepts such as basic energy and energy efficiency concepts. The training for home
construction professionals provides education about new building codes, standards and
energy efficient construction practices which support high performance residential
construction.

School Energy Management Program

The School Energy Management program will facilitate the hiring and retention of qualified,
trained energy specialists by public school districts to support facilitation of energy efficiency
measures for public and independent schools under KRS 160.325.

Commercial Advanced Metering Systems Incentives:
The following Demand Side Management offering is available to residential customers receiving
service from the Company on the GS Rate Schedule.

Advanced Metering Systems

The Advanced Metering Systems offering is designed to provide energy consumption data to
customers on a more frequent basis than is traditionally available through monthly billing.
The Program employs advanced meters to communicate hourly consumption data to
customers through a website.
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Kentucky Utilities Company

P. S. C. No. 16, Fourth Revision of Original Sheet No. 86.8
Canceling P.S.C. No. 16, Third Revision of Original Sheet No. 86.8

Adjustment Clause

DSM

Demand-Side Management Cost Recovery Mechanism

Current Program Incentive Structures

Residential Load Management / Demand Conservation

Switch Option:

$5/month bill credit for June, July, August, and September per air
conditioning unit or heat pump on single family home.
$2/month bill credit for June, July, August, and September per electric water
heater (40 gallon minimum) or swimming pool pump on single family home.
If new customer registers by May 31, 2014, then a $25 gift card per air-
conditioning unit or heat pump, water heater (40 gallon minimum) and/or
swimming pool pump switch installed.

o0 Customers in a tenant-landlord relationship will receive the entire

$25 new customer incentive.

Multi-family Option:

Tenant - $2/month bill credit per customer for June, July, August, and
September per air conditioning unit, heat pump, or water heater (40 gallon
minimum).

Entire Complex Enroliment — Property owner receives $2/month incentive per
air conditioning or heat pump switch to the premise owner for June, July,
August, and September.

If new customer registers by May 31, 2014, then a $25 gift card per air-
conditioning unit or heat pump installed, where:

o Customers in a tenant/property owner relationship where the entire
complex participates, the property owner will receive a $25 bonus
incentive per air conditioning unit, heat pump, or water heater (40
gallon minimum).

o Customers in a tenant-landlord relationship where only a portion of
the complex participates, the tenant will receive a $25 gift card new
customer incentive.

Residential Refrigerator Removal Program
The program provides $50 per working refrigerator or freezer.

DATE OF ISSUE:  January 17, 2014

DATE EFFECTIVE: February 16, 2014

ISSUED BY: /s/ Edwin R. Staton, Vice President
State Regulation and Rates
Lexington, Kentucky



Kentucky Utilities Company

P.S.C. No. 16, Second Revision of Original Sheet No. 86.9
Canceling P.S.C. No. 16, First Revision of Original Sheet No. 86.9

Adjustment Clause DSM
Demand-Side Management Cost Recovery Mechanism

Commercial Load Management / Demand Conservation

Switch Option
e $5 per month bill credit for June, July, August, and September for air
conditioning units up to 5 tons. An additional $1 per month bill credit for each
additional ton of air conditioning above 5 tons based upon unit rated
capacity.

Customer Equipment Interface Option
The Company will offer a Load Management / Demand Response program tailored to
a commercial customer’s ability to reduce load. Program participants must commit to
a minimum of 50 kW demand reduction per control event.
e $25 per kW for verified load reduction during June, July, August, and
September.
e The customer will have access to at least hourly load data for every month of
the year which they remain enrolled in the program.
e Additional customer charges may be incurred for metering equipment
necessary for this program at costs under other tariffs.

DATE OF ISSUE: January 17, 2014
DATE EFFECTIVE: February 16, 2014
ISSUED BY: /s/ Edwin R. Staton, Vice President
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Kentucky Utilities Company

P.S.C. No. 16, Fifth Revision of Original Sheet No. 86.10
Canceling P.S.C. No. 16, Fourth Revision of Original Sheet No. 86.10

Adjustment Clause

DSM
Demand-Side Management Cost Recovery Mechanism

Monthly Adjustment Factors

Residential Service Rate RS, Volunteer Fire Department Service
Rate VFD, and Low Emission Vehicle Service Rate LEV

DSM Cost Recovery Component (DCR)

DSM Revenues from Lost Sales (DRLS)

DSM Incentive (DSMI)

DSM Capital Cost Recovery Component (DCCR)
DSM Balance Adjustment (DBA)

Total DSMRC for Rates RS, VFD and LEV

General Service Rate GS

DSM Cost Recovery Component (DCR)

DSM Revenues from Lost Sales (DRLS)

DSM Incentive (DSMI)

DSM Capital Cost Recovery Component (DCCR)
DSM Balance Adjustment (DBA)

Total DSMRC for Rates GS

All Electric School Rate AES

DSM Cost Recovery Component (DCR)

DSM Revenues from Lost Sales (DRLS)

DSM Incentive (DSMI)

DSM Capital Cost Recovery Component (DCCR)
DSM Balance Adjustment (DBA)

Total DSMRC for Rate AES

Commercial Customers Served Under Power Service
Rate PS, Time of Day Secondary Service Rate TODS,
and Time-of-Day Primary Service Rate TODP

DSM Cost Recovery Component (DCR)

DSM Revenues from Lost Sales (DRLS)

DSM Incentive (DSMI)

DSM Capital Cost Recovery Component (DCCR)
DSM Balance Adjustment (DBA)

Total DSMRC for Rates PS, TODS, and TODP

Energy Charge

$ 0.00167 per kWh
$ 0.00117 per kWh
$ 0.00008 per kWh
$ 0.00090 per kWh

$(0.00004) per kWh
$ 0.00378 per kWh

Energy Charge

$ 0.00068 per kWh
$ 0.00149 per kWh
$ 0.00003 per kWh
$ 0.00008 per kWh
$(0.00006) per kWh
$ 0.00222 per kWh

Energy Charge

$0.00024 per kWh
$0.00049 per kwWh
$0.00001 per kwWh
$0.00031 per kWh

$(0.00004) per kwWh
$0.00101 per kwWh

Energy Charge

$ 0.00024 per kWh
$ 0.00050 per kWh
$ 0.00001 per kWh
$ 0.00013 per kWh

$(0.00019) per kWh
$ 0.00069 per kWh

DATE OF ISSUE:

DATE EFFECTIVE:

ISSUED BY:

January 17, 2014
February 16, 2014
/s/ Edwin R. Staton, Vice President

State Regulation and Rates
Lexington, Kentucky
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KENTUCKY UTILITIES COMPANY

Supporting Calculations for the

DSM Cost Recovery Mechanism

ELECTRIC SERVICE

Twelve-Month Period Beginning January 1, 2015
and Ending December 31, 2015



Kentucky Utilities - Electric Service

DSMRC Summary

Rate Schedule

Residential Service, Volunteer
Fire Department Service, & Low
Emission Vehicle Service

General Service

All Electric Schools

Power Service, Time-of-Day
Service - Primary & Secondary

RS,
VFD, &
LEV

GS

AES

PS,
TODP, &
TODS

Summary of Total DSM Recovery Component (DSMRC)
12-Month Period Beginning January 1, 2015

Cost Recovery Lost Sales Incentive Capital Cost Recovery Balance Adj

Component Component Component Component Component
(DCR) (DRLS) (DSMI) (DCCR) (DBA)
0.167 0.117 0.008 0.090 (0.004)
0.068 0.149 0.003 0.008 (0.006)
0.024 0.049 0.001 0.031 (0.004)
0.024 0.050 0.001 0.013 (0.019)

DSM Recovery

Component
(DSMRC)
0.378 ¢/kWh
0.222 ¢/kWh
0.101 ¢/kWh
0.069 ¢/kWh
Exhibit RMC-1
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Kentucky Utilities - Electric Service
DCR Summary

Summary of DSM Revenues from DSM Cost Recovery Compenent (DCR)
12-Month Period Beginning January 1, 2015

Rate Schedule DSM DSM
Cost Recovery Estimated Cost Recovery
Total Amount Billing Determinants Component (DCR)

Residential Service, Volunteer RS,
Fire Department Service, & Low  VFD, &

Emission Vehicle Service LEV $ 10,565,686 6,323,633,336  kWh 0.167 ¢/kwWh

General Service GS $ 1,324,801 1,959,635,314 kWh 0.068 ¢/kwWh

All Electric Schools AES $ 35,467 146,878,176  kWh 0.024 ¢/kWh
PS,

Power Service, Time-of-Day TODP, &

Service - Primary & Secondary TODS $ 780,415 3,309,226,896 kWh 0.024 ¢/kWh

Total DCR Amount $ 12,706,369

Program costs, which are categorized by residential and commercial must be allocated to the individual rate schedules. The first step, allocation
between gas and electric, and between LGE and KU, is shown on "DSM Budget Allocation" page.

Next, the DSM Program costs are further assigned to the rate schedules, which is the second and final step of the cost allocation process and is
shown on the "Calculation of DCR Component from Forecast Sales" page. The total amount to be collected for each rate class is divided by the
forecasted sales for that rate class to calculate the component rate in terms of ¢ / kWh.

Exhibit RMC-1
Page 2 of 13



Kentucky Utilities - Electric Service

DCR Summary

DSM Budget Allocation

Program Allocation 2015 Program Allocation 2015 Program Allocation 2015
Total of All Programs Development & Administration AMI/ Smart Grid
LGE: RS etal 28.4% 7,213,256 LGE: RS etal 24.7% 338,549 LGE: RS etal 0.0% 0
LGE: RGS et al 14.0% 3,558,253 LGE: RGS et al 20.4% 280,569 LGE: RGS et al 0.0% 0
LGE: GS 4.2% 1,067,338 LGE: GS 3.0% 41,432 LGE: GS 0.0% 0
LGE: PS 2.3% 588,465 LGE: PS 0.2% 2,497 LGE: PS 0.0% 0
LGE: CTOD et al 0.7% 186,979 LGE: CTOD et al 0.0% 147 LGE: CTOD et al 0.0% 0
LGE: CGS et al 0.4% 92,079 LGE: CGS et al 1.7% 23,426 LGE: CGS et al 0.0% 0
KU: RSetal 41.6% 10,565,686 KU: RS etal 41.3% 567,252 KU: RS etal 0.0% 0
KU: GS 5.2% 1,324,801 KU: GS 8.0% 110,228 KU: GS 0.0% 0
KU: AES 0.1% 35,467 KU: AES 0.1% 850 KU: AES 0.0% 0
KU: PSet al 3.1% 780,415 KU: PS etal 0.6% 8,290 KU: PS etal 0.0% 0
Total 100.0% 25,412,739 Total 100.0% 1,373,240 Total 0.0% 0
Residential Audit Residential Construction Commercial Audit
LGE: RS etal 29.4% 662,078 LGE: RS etal 0.0% 0 LGE: RS etal 0.0% 0
LGE: RGS et al 20.6% 465,468 LGE: RGS et al 0.0% 0 LGE: RGS et al 0.0% 0
LGE: GS 0.0% 0 LGE: GS 0.0% 0 LGE: GS 27.1% 904,846
LGE: PS 0.0% 0 LGE: PS 0.0% 0 LGE: PS 17.3% 577,632
LGE: CTOD et al 0.0% 0 LGE: CTOD et al 0.0% 0 LGE: CTOD et al 5.6% 186,979
LGE: CGS et al 0.0% 0 LGE: CGS et al 0.0% 0 LGE: CGS et al 0.0% 0
KU: RS etal 50.0% 1,127,546 KU: RS etal 0.0% 0 KU: RS etal 0.0% 0
KU: GS 0.0% 0 KU: GS 0.0% 0 KU: GS 26.7% 891,490
KU: AES 0.0% 0 KU: AES 0.0% 0 KU: AES 0.9% 30,050
KU: PS et al 0.0% 0 KU: PS etal 0.0% 0 KU: PS etal 22.4% 747,917
Total 100.0% 2,255,093 Total 0.0% 0 Total 100.0% 3,338,915
Residential WeCare Residential Demand Commercial HVAC
LGE: RS etal 19.3% 954,634 LGE: RS etal 0.0% 0 LGE: RS etal 0.0% 0
LGE: RGS et al 30.7% 1,518,754 LGE: RGS et al 0.0% 0 LGE: RGS et al 0.0% 0
LGE: GS 0.0% 0 LGE: GS 0.0% 0 LGE: GS 0.0% 0
LGE: PS 0.0% 0 LGE: PS 0.0% 0 LGE: PS 0.0% 0
LGE: CTOD et al 0.0% 0 LGE: CTOD et al 0.0% 0 LGE: CTOD et al 0.0% 0
LGE: CGS et al 0.0% 0 LGE: CGS et al 0.0% 0 LGE: CGS et al 0.0% 0
KU: RS etal 50.0% 2,473,388 KU: RS etal 0.0% 0 KU: RS etal 0.0% 0
KU: GS 0.0% 0 KU: GS 0.0% 0 KU: GS 0.0% 0
KU: AES 0.0% 0 KU: AES 0.0% 0 KU: AES 0.0% 0
KU: PS etal 0.0% 0 KU: PS etal 0.0% 0 KU: PS et al 0.0% 0
Total 100.0% 4,946,777 Total 0.0% 0 Total 0.0% 0
Residential Lighting Responsive Smart Meters Commerical Demand
LGE: RS etal 0.0% 0 LGE: RS etal 0.0% 0 LGE: RS etal 0.0% 0
LGE: RGS et al 0.0% 0 LGE: RGS et al 0.0% 0 LGE: RGS et al 0.0% 0
LGE: GS 0.0% 0 LGE: GS 0.0% 0 LGE: GS 0.0% 0
LGE: PS 0.0% 0 LGE: PS 0.0% 0 LGE: PS 0.0% 0
LGE: CTOD et al 0.0% 0 LGE: CTOD et al 0.0% 0 LGE: CTOD et al 0.0% 0
LGE: CGS et al 0.0% 0 LGE: CGS et al 0.0% 0 LGE: CGS et al 0.0% 0
KU: RS etal 0.0% 0 KU: RS etal 0.0% 0 KU: RS etal 0.0% 0
KU: GS 0.0% 0 KU: GS 0.0% 0 KU: GS 0.0% 0
KU: AES 0.0% 0 KU: AES 0.0% 0 KU: AES 0.0% 0
KU: PS et al 0.0% 0 KU: PS etal 0.0% 0 KU: PS et al 0.0% 0
Total 0.0% 0 Total 0.0% 0 Total 0.0% 0
Residential HVAC Dealer Referral Network Education & Information
LGE: RS etal 0.0% 0 LGE: RS etal 0.0% 0 LGE: RS etal 24.7% 996,770
LGE: RGS et al 0.0% 0 LGE: RGS et al 0.0% 0 LGE: RGS et al 20.4% 826,062
LGE: GS 0.0% 0 LGE: GS 0.0% 0 LGE: GS 3.0% 121,985
LGE: PS 0.0% 0 LGE: PS 0.0% 0 LGE: PS 0.2% 7,351
LGE: CTOD et al 0.0% 0 LGE: CTOD et al 0.0% 0 LGE: CTOD et al 0.0% 433
LGE: CGS et al 0.0% 0 LGE: CGS et al 0.0% 0 LGE: CGS et al 1.7% 68,971
KU: RS etal 0.0% 0 KU: RS etal 0.0% 0 KU: RS etal 41.3% 1,670,125
KU: GS 0.0% 0 KU: GS 0.0% 0 KU: GS 8.0% 324,537
KU: AES 0.0% 0 KU: AES 0.0% 0 KU: AES 0.1% 2,503
KU: PS et al 0.0% 0 KU: PS etal 0.0% 0 KU: PS et al 0.6% 24,407
Total 0.0% 0 Total 0.0% 0 Total 100.0% 4,043,146
Residential Incentives Residential Frig Removal Residential Smart Energy Profile
LGE: RS etal 50.0% 2,054,137, |LGE:RSetal 50.0% 1,018,363  LGE:RSetal 35.8% 1,183,779
LGE: RGS et al 0.0% 0 LGE: RGS et al 0.0% 0 LGE: RGS et al 14.2% 471,505
LGE: GS 0.0% 0 LGE: GS 0.0% 0 LGE: GS 0.0% 0
LGE: PS 0.0% 0 |LGE:PS 0.0% 0 LGE: PS 0.0% 0
LGE: CTOD et al 0.0% 0 LGE: CTOD et al 0.0% 0 LGE: CTOD et al 0.0% 0
LGE: CGS etal 0.0% 0 |LGE:CGSetal 0.0% 0 LGE:CGSetal 0.0% 0
KU: RS etal 50.0% 2,054,137 KU: RS etal 50.0% 1,018,363 KU: RS etal 50.0% 1,655,284
KU: GS 0.0% 0 KU:GS 0.0% 0 KU:GS 0.0% 0
KU: AES 0.0% 0 KU: AES 0.0% 0 KU: AES 0.0% 0
KU: PSetal 0.0% 0 | KU:PSetal 0.0% 0 KU:PSetal 0.0% 0
Total 100.0% 4,108,275 Total 100.0% 2,036,726 Total 100.0% 3,310,567
Exhibit RMC-1
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Kentucky Utilities - Electric Service
DCR Summary

Forecast Sales
kWh

January 2015
February 2015
March 2015
April 2015

May 2015

June 2015

July 2015
August 2015
September 2015
October 2015
November 2015

December 2015

Total

Total Program Costs

DCR Factor in ¢ per kWh

Calculation of DCR Component from Forecast Sales

12-Month Period Beginning January 1, 2015

Residential
Service

RS et al

694,810,717

626,388,322

570,143,621

437,868,534

368,812,149

502,044,239

601,086,505

606,734,219

481,194,637

377,905,190

444,567,133

612,078,070

6,323,633,336

$ 10,565,686

0.167

General
Service

GS

175,932,702

157,134,047

151,519,373

130,360,545

138,446,353

179,635,296

192,549,728

196,110,794

166,215,214

149,557,311

151,310,030

170,863,921

1,959,635,314

$ 1,324,801

0.068

All Electric
Schools

AES

15,307,604

13,062,782

12,631,777

11,097,010

10,800,020

10,818,499

10,242,090

12,121,206

12,639,396

11,765,220

12,018,292

14,374,280

146,878,176

35,467

0.024

Power Service
(excl. Industrial)

PS et al

270,302,269
232,974,067
240,647,191
235,211,082
273,608,143
299,689,602
323,354,424
321,341,317
282,002,826
280,690,027
267,176,479

282,229,469

3,309,226,896

780,415

0.024

Exhibit RMC-1
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Kentucky Utilities - Electric Service

DRLS Summary

Rate Schedule

Residential Service, Volunteer
Fire Department Service, & Low
Emission Vehicle Service

General Service

All Electric Schools

Power Service, Time-of-Day
Service - Primary & Secondary

Total DRLS Amount

Summary of DSM Revenues from DSM Lost Sales Compenent (DRLS)
12-Month Period Beginning January 1, 2015

Lost DSM Revenue from

Net Revenues Estimated Lost Sales
Total Amount Billing Determinants Component (DRLS)

RS,

VFD, &

LEV $ 7,368,186 6,323,633,336 kWh 0.117

GS $ 2,921,848 1,959,635,314 kWh 0.149

AES $ 71,874 146,878,176  kWh 0.049

PS,

TODP, &

TODS $ 1,669,940 3,309,226,896 kWh 0.050

$ 12,031,848

¢/kWh

¢/kWh

¢/kWh

¢/kWh

Exhibit RMC-1
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Kentucky Utilities - Electric Service
DRLS Summary

Forecast Sales
kWh

January 2015
February 2015
March 2015
April 2015

May 2015

June 2015

July 2015
August 2015
September 2015
October 2015
November 2015

December 2015

Total

Total Energy Savings
Non-variable Revenue per kWh

Lost Net Revenue

DRLS Factor in ¢ per kWh

Calculation of DRLS Component from Forecast Sales

$

12-Month Period Beginning January 1, 2015

Residential
Service

RS et al

694,810,717

626,388,322

570,143,621

437,868,534

368,812,149

502,044,239

601,086,505

606,734,219

481,194,637

377,905,190

444,567,133

612,078,070

6,323,633,336

162,294,841

0.0454

7,368,186

0.117

$

General
Service

GS

175,932,702

157,134,047

151,519,373

130,360,545

138,446,353

179,635,296

192,549,728

196,110,794

166,215,214

149,557,311

151,310,030

170,863,921

1,959,635,314

49,860,886

0.0586

2,921,848

0.149

$

All Electric
Schools

AES

15,307,604

13,062,782

12,631,777

11,097,010

10,800,020

10,818,499

10,242,090

12,121,206

12,639,396

11,765,220

12,018,292

14,374,280

146,878,176

1,699,152

0.0423

71,874

0.049

$

Power Service
(excl. Industrial)

PS et al

270,302,269
232,974,067
240,647,191
235,211,082
273,608,143
299,689,602
323,354,424
321,341,317
282,002,826
280,690,027
267,176,479

282,229,469

3,309,226,896

41,853,126
0.0399

1,669,940

0.050
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Kentucky Utilities - Electric Service
DSMI Summary

Summary of DSM Revenues from DSM Incentive Component (DSMI)
12-Month Period Beginning January 1, 2015

Rate Schedule DSM DSM
Incentive Estimated Incentive
Total Amount Billing Determinants Component (DSMI)

Residential Service, Volunteer RS,
Fire Department Service, & Low VFD, &

Emission Vehicle Service LEV $ 499,927 6,323,633,336  kWh 0.008 ¢/kWh

General Service GS $ 60,747 1,959,635,314 kWh 0.003 ¢/kwWh

All Electric Schools* AES $ 1,705 146,878,176  kWh 0.001 ¢/kWh
PS,

Power Service, Time-of-Day TODP, &

Service - Primary & Secondary TODS $ 38,609 3,309,226,896 kWh 0.001 ¢/kWh

Total DSMI Amount $ 600,988

Incentives for each individual program is calculated as 15% of Net Resource Benefits (as specified in the California Standardized Tests) capped at
5% of program costs. The incentive by programs is then allocated across the rate classes using the same method as the cost recovery component.

Exhibit RMC-1
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Kentucky Utilities - Electric Service
DSMI Summary

Forecast Sales
kWh

January 2015
February 2015
March 2015
April 2015

May 2015

June 2015

July 2015
August 2015
September 2015
October 2015
November 2015

December 2015

Total

Total Program Incentive

DSMI Factor in ¢ per kWh

Calculation of DSMI Component from Forecast Sales

12-Month Period Beginning January 1, 2015

Residential
Service

RS et al

694,810,717

626,388,322

570,143,621

437,868,534

368,812,149

502,044,239

601,086,505

606,734,219

481,194,637

377,905,190

444,567,133

612,078,070

6,323,633,336

$ 499,927

0.008

General
Service

GS

175,932,702

157,134,047

151,519,373

130,360,545

138,446,353

179,635,296

192,549,728

196,110,794

166,215,214

149,557,311

151,310,030

170,863,921

1,959,635,314

$ 60,747

0.003

All Electric
Schools

AES

15,307,604

13,062,782

12,631,777

11,097,010

10,800,020

10,818,499

10,242,090

12,121,206

12,639,396

11,765,220

12,018,292

14,374,280

146,878,176

1,705

0.001

Power Service
(excl. Industrial)

PS et al

270,302,269
232,974,067
240,647,191
235,211,082
273,608,143
299,689,602
323,354,424
321,341,317
282,002,826
280,690,027
267,176,479

282,229,469

3,309,226,896

38,609

0.001

Exhibit RMC-1
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Kentucky Utilities - Electric Service
DCCR Summary

Summary of DSM Revenues from DSM Capital Cost Recovery (DCCR)

12-Month Period Beginning January 1, 2015

Rate Schedule DSM
Capital Cost Recovery

Total Amount

Residential Service, Volunteer RS,
Fire Department Service, & Low VFD, &

Emission Vehicle Service LEV $ 5,693,092

General Service GS $ 161,608

All Electric Schools AES $ 45,296
PS,

Power Service, Time-of-Day TODP, &

Service - Primary & Secondary TODS $ 444,394

Total DCCR Amount $ 6,344,391

Estimated

Billing Determinants

6,323,633,336

1,959,635,314

146,878,176

3,309,226,896

kwh

kwh

kwh

kWh

DSM
Capital Cost Recovery

Component (DCCR)

0.090
0.008

0.031

0.013

¢/kWh

¢/kWh

¢/kWh

¢/kWh

The DSM Capital Cost Recovery (DCCR), allows the Companies’ to earn an approved rate of return on equity exclusively for the capital expenditures. The

Companies' return on equity is equal to 10.50%.

Exhibit RMC-1
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Kentucky Utilities - Electric Service
DCCR Summary

Calculation of Total E(m) and Juridictional Surcharge Billing Factor

12-Month Period Beginning January 1, 2015

Calculation of Total E(m)

E(m) = [(RB) (ROR+(ROR -DR)(TR/(1-TR)))] + OE, where

RB = DSM Rate Base = $ 3,424,660
ROR = Rate of Return on the DSM Rate Base = 7.26%
DR = Debt Rate (both short-term and long-term debt) = 1.56%
TR = Composite Federal & State Income Tax Rate = 38.90%
OE = Operating Expenses

DSM Plans
RB = 3 3,424,660
(ROR + (ROR - DR) (TR/ (1 - TR))) = 10.89%
Return on Rate Base = 3 372,945
OE = $ 5,971,445
E(m) = $ 6,344,391

E(m) by Rate Class

Electric Residential Service RS et al $ 5,693,092
General Service GS $ 161,608
All Electric Schools AES $ 45,296
Power Service (excl. Industrial) PSetal $ 444,394
Total $ 6,344,391

Exhibit RMC-1
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Kentucky Utilities - Electric Service
DCCR Summary

Calculation of Base Rate and Operating Expense

12-Month Period Beginning January 1, 2015

Determination of DSM Rate Base

Eligible Plant / Capital Expenditures In Service $ 4,467,983
Eligible Accumulated Depreciation $ (683,732)
CWIP Amount Excluding AFUDC $ 0
Eligible Net Plant / Capital Expenditures In Service $ 3,784,251
Deferred Tax Balance as of January 1, 2015 $ (359,591)
Yearly Depreciation Expense $ 0
Yearly Property Tax Expense $ 0
Total $ 3,424,660

Determination of DSM Operating Expenses

O&M Depreciation Expense Property Tax Expense

Demand Load Conservation Residential $ 4,932,345 $ 243,046 $ 29,389
Commercial $ 472,752 $ 61,867 $ 6,539

Total $ 5,405,097 $ 304,913 $ 35,928

0&M Depreciation Expense Property Tax Expense
AMI/ Smart Grid Residential $ 185,743 $ 3,684 $ -
Commercial $ 35,380 $ 702 $ -
Total $ 221,122 $ 4385 $ -

Total Operating Expenses

Residential $ 5,394,206

Commercial $ 577,240

Total Operating Expenses Total $ 5,971,445
Exhibit RMC-1
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Kentucky Utilities - Electric Service
DCCR Summary

Forecast Sales
kWh

January 2015
February 2015
March 2015
April 2015

May 2015

June 2015

July 2015
August 2015
September 2015
October 2015
November 2015

December 2015

Total

Total DCCR Program Component

DCCR Factor in ¢ per kWh

Calculation of DCCR Component from Forecast Sales

12-Month Period Beginning January 1, 2015

Residential
Service

RS et al

694,810,717

626,388,322

570,143,621

437,868,534

368,812,149

502,044,239

601,086,505

606,734,219

481,194,637

377,905,190

444,567,133

612,078,070

6,323,633,336

$ 5,693,092

0.090

General
Service

GS

175,932,702

157,134,047

151,519,373

130,360,545

138,446,353

179,635,296

192,549,728

196,110,794

166,215,214

149,557,311

151,310,030

170,863,921

1,959,635,314

$ 161,608

0.008

All Electric
Schools

AES

15,307,604

13,062,782

12,631,777

11,097,010

10,800,020

10,818,499

10,242,090

12,121,206

12,639,396

11,765,220

12,018,292

14,374,280

146,878,176

45,296

0.031

Power Service
(excl. Industrial)

PS et al

270,302,269
232,974,067
240,647,191
235,211,082
273,608,143
299,689,602
323,354,424
321,341,317
282,002,826
280,690,027
267,176,479

282,229,469

3,309,226,896

444,394

0.013

Exhibit RMC-1
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Kentucky Utilities - Electric Service
DCCR Summary

Rate Base by Program

12-Month Period Beginning January 1, 2015

Rate Base by Program

Demand Load Conservation Residential $ 2,594,927
Commercial $ 651,558
Total $ 3,246,485
AMI / Smart Grid Residential $ 149,667
Commercial $ 28,508
Total $ 178,175

Allocation between Residential and Commercial

Residential $ 2,744,594

Commercial $ 680,066

Total $ 3,424,660
Exhibit RMC-1
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Kentucky Utilities Company
P.S.C. No. 16, Second Revision of Original Sheet No. 86.4

/{ Deleted: First

Canceling P.S.C. No. 16, First Revision of Original Sheet No. 86.4

Adjustment Clause DSM
Demand-Side Management Cost Recovery Mechanism

PROGRAMMATIC CUSTOMER CHARGES

Residential Customer Program Participation Incentives:
The following Demand Side Management programs are available to residential customers
receiving service from the Company on the RS, VFD and LEV Standard Electric Rate Schedules.

Residential Load Management / Demand Conservation

The Residential Load Management / Demand Conservation Program employs switches in
homes to help reduce the demand for electricity during peak times. The program
communicates with the switches to cycle central air conditioning units, heat pumps, electric
water heaters, and pool pumps off and on through a predetermined sequence. This program
has an approved flexible incentive structure. The current program offering is defined on
Sheet No 86.8.

Residential Conservation / Home Energy Performance Program

The on-site audit offers a comprehensive audit from a certified auditor and incentives for
residential customers to support the implementation of energy saving measures for a fee of
$25. Customers are eligible for incentives yanging from $150 to $1,000 based on customer

,{ Deleted: of $500 or

purchased and installed energy efficiency measures and validated through a follow-up test.

Residential Low Income Weatherization Program (WeCare)

The Residential Low Income Weatherization Program (WeCare) is an education and
weatherization program designed to reduce energy consumption of LG&E’s low-income
customers. The program provides energy audits, energy education, and blower door tests,
and installs weatherization and energy conservation measures. Qualified customers could
receive energy conservation measures ranging from $0 to $2,100 based upon the customer’s
most recent twelve month energy usage and results of an energy audit.

Smart Energy Profile

The Smart Energy Profile Program provides a portion of KU’s highest consuming residential
customers with a customized report of tips, tools and energy efficiency programming
recommendations based on individual household energy consumption. These reports are
benchmarked against similar local properties, The report will help the customer understand

/( Deleted: in locality

and make better informed choices as it relates to energy usage and the associated costs.
Information presented in the report will include a comparison of the customer’s energy usage
to that of similar houses (collectively) and a comparison to the customer’'s own energy usage
in the prior year.
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Kentucky Utilities Company
P.S.C. No. 16, Second Revision of Original Sheet No. 86.5

Canceling P.S.C. No. 16, First Revision of Original Sheet No. 86.5

DSM
Demand-Side Management Cost Recovery Mechanism

Adjustment Clause

Residential Incentives Program

The Residential Incentives Program encourages customers to purchase and install various
ENERGY STAR® appliances, HVAC equipment, or window films that meet certain
requirements, qualifying them for an incentive as noted in the table below.

Category Item Incentive
@ Heat Pump Water Heaters (HPWH) $300 per qualifying item purchased
2 Washing Machine $75 per qualifying item purchased
S Refrigerator $100 per qualifying item purchased
I3 Freezer $50 per qualifying item purchased
< Dishwasher $50 per qualifying item purchased
% £ Up to 50% of materials cost only; max of $200
E = Window Film per customer account; product must meet
= applicable criteria.
$100 per Energy Star item purchased plus an
o Central Air Conditioner additional $100 per SEER improvement above
I minimum
; $100 per Energy Star item purchased plus
Electric Air-Source Heat Pump additional $100 per SEER improvement above
minimum

Residential Refrigerator Removal Program

The Residential Refrigerator Removal Program is designed to provide removal and recycling
of working, inefficient secondary refrigerators and freezers from KU customer households.
Customers participating in this program will be provided a one-time incentive. This program
has an approved flexible incentive structure. The current program offering is defined on
Sheet No 86.8.

Customer Education and Public Information

This_program,_helps customers _make sound ener

energy bills and empower them to actively manage their energy usage. Customer Education

an elementary- and middle-school program, and training for home construction professionals.

and Public Information is accomplished through jhree processes: a mass-media campaign

The mass media campaign includes public-service advertisements that encourage customers
to_implement steps to reduce their _energy usage. The elementary and middle school

program provides professional development and innovative materials to K-8 schools to teach
concepts such as basic energy and energy efficiency concepts. The training for home
construction professionals provides education about new building codes, standards and
energy efficient construction practices which support high performance residential
construction.
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Deleted: Residential High Efficiency
Lighting Program{

The Residential High Efficiency Lighting
program promotes an increased use of
ENERGY STAR® rated CFLs within the
residential sector. The Residential High
Efficiency Lighting Program distributes
compact fluorescent bulbs through direct-
mail. T

1

Residential New Construction Programf
The Residential New Construction program
is designed to reduce residential energy
usage and facilitate market transformation
by creating a shift in builders’ new home
construction to include energy-efficient
construction practices. Builders who are part
of the program can take advantage of
technical training classes, gain additional
exposure to potential customers and receive
incentives to help offset costs when
including more energy-efficient features
during home construction. KU will
reimburse the cost of plan reviews and
inspection costs related to an Energy Star or
HERS home certification.
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Adjustment Clause DSM
| Demand-Side Management Cost Recovery Mechanism

/[ Deleted: First

[Formatted: Font: (Default) Arial, Bold

D

A4
Residential Advanced Metering Systems Incentives:
The following Demand Side Management offering is available to residential customers receiving

service from the Company on the RS Rate Schedule.

Advanced Metering Systems

The Advanced Metering Systems offering is designed to provide energy consumption data to
customers on a more frequent basis than is traditionally available through monthly billing.
The Program employs advanced meters to communicate hourly consumption data to
customers through a website.

Commercial Customer Program Participation Incentives:

The following Demand Side Management programs are available to commercial customers
receiving service from the Company on the GS, AES, PS, TODS, and TODP Standard Electric
Rate Schedules.

Commercial Load Management / Demand Conservation
The Commercial Load Management / Demand Conservation Program employs switches or
interfaces to customer equipment,in small and large commercial businesses to help reduce

Moved up [3]: Customer Education and
Public Information{

These programs help customers make
sound energy-use decisions, increase
control over energy bills and empower them
to actively manage their energy usage.
Customer Education and Public Information
is accomplished through two processes: a
mass-media campaign and an elementary-
and middle-school program. The mass
media campaign includes public-service
advertisements that encourage customers to
implement steps to reduce their energy
usage. The elementary and middle school
program provides professional development
and innovative materials to K-8 schools to
teach concepts such as basic energy and
energy efficiency concepts.|

the demand for electricity during peak times. The Program communicates with the switches
or interface to cycle equipment. This program has an approved flexible incentive structure.
| The current program offering is defined on Sheet No 86.9.

Lommercial Conservation / Commercial Incentives
The Commercial Conservation / Commercial Incentive Program is designed to jncrease the

implementation of energy efficiency measures by providing financial incentives to assist with
the replacement of aging and less efficient equipment and for new construction built beyond
code requirements. The Program also offers an online tool providing recommendations for
energy-efficiency improvements. Incentives available to all commercial customers are based
upon a $100 per kW removed for calculated efficiency improvements. A prescriptive list

rovides customers with incentive values for various efficiency improvement,_projects.
Additionally, a custom rebate is available based upon company engineering validation of
sustainable removed. New construction rebates are available on savings over code plus
bonus rebates for LEED certification.

¢ Maximum annual incentive per facility is $50,000
e Customers can receive multi-year incentives in a single year where such multi-
ear_incentives do not exceed the aggregate of $100,000 per facility and no

incentive was provided in the immediately preceding year
e Applicable for combined Prescriptive, Custom and New Construction Rebates

Deleted: Residential HYAC Diagnostics
and Tune Up Program{

The Residential HVAC Diagnostic and Tune-
up program targets customers with HVAC
system performance issues. There are no
incentives paid directly to customers.
Customers are charged a discounted, fixed-
fee for the diagnosis and if needed, a similar
fee for implementation of corrective actions.
Thus, the program pays the portion of
diagnostic and tune-up cost in excess of the
customer charge below. The customer cost is
as follows:{

<#>Customer cost is $35 per unit for
diagnostics testf

<#>Customer cost is $50 per unit for tune-upf
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Dealer Referral Network(

The Dealer Referral Network assists
customers in identifying qualified service
providers to install energy efficiency
improvements recommended and/ or
subsidized by the various energy efficiency
programs.
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Adjustment Clause DSM

Demand-Side Management Cost Recovery Mechanism

v
Customer Education and Public Information
Jhis _program, helps customers make sound energy-use decisions, increase control over

energy bills and empower them to actively manage their energy usage. Customer Education
and Public Information is accomplished through three processes: a mass-media campaign
an elementary- and middle-school program, and training for home construction professionals.
The mass media campaign includes public-service advertisements that encourage customers
to implement steps to reduce their energy usage. The elementary and middle school
program provides professional development and innovative materials to K-8 schools to teach
concepts such as basic energy and energy efficiency concepts._ The training for home
construction professionals provides education about new building codes, standards and
energy efficient construction practices which support high performance residential
construction.

v

School Energy Management Program

Moved up [1]: Commercial Conservation

(Energy Audits) / Commercial Incentives(
The Commercial Conservation / Commercial
Inventive Program is designed to provide
energy efficiency opportunities for the
Companies’ commercial class customers
through energy audits and to increase the
implementation of energy efficiency measures
by providing financial incentives to assist with
the replacement of aging and less efficient
equipment. Incentives available to all
commercial customers are based upon a $100
per kW removed for calculated efficiency
improvements. A prescriptive list provides
customers with incentive values for various
efficiency improvements projects. Additionally,
a custom rebate is available based upon

company engineering validation of sustainable

KW removed.

The School Energy Management program will facilitate the hiring and retention of gualified

trained energy specialists by public school districts to support facilitation of energy efficiency
measures for public and independent schools under KRS 160.325.

Commercial Advanced Metering Systems Incentives:

The following Demand Side Management offering is available to residential customers receiving

service from the Company on the GS Rate Schedule.

Advanced Metering Systems

The Advanced Metering Systems offering is designed to provide energy consumption data to
customers on a more frequent basis than is traditionally available through monthly billing.
The Program employs advanced meters to communicate hourly consumption data to
customers through a website.

Deleted: Commercial HVAC Diagnostics
and Tune Up Program{

The Commercial HVAC Diagnostic and
Tune-up program targets customers with
HVAC system performance issues. There
are no incentives paid directly to customers.
Customers are charged a discounted, fixed-
fee for the diagnosis and if needed, a similar
fee for implementation of corrective actions.
Thus, the program pays the portion of
diagnostic and tune-up cost in excess of the
customer charge below. The customer cost
is as follows:{

<#>Customer cost is $50 per unit for
diagnostics test]

<#>Customer cost is $100 per unit for tune-
upf
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Dealer Referral Network

The Dealer Referral Network assists
customers in identifying qualified service
providers to install energy efficiency
improvements recommended and/ or
subsidized by the various energy efficiency
programs
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Demand-Side Management Cost Recovery Mechanism

T Moved up [2]: School Energy

‘ A

Current Program Incentive Structures

Residential Load Management / Demand Conservation

Switch Option:

$5/month  bill credit for June, July, August, and September per air

Management Prof

The School Energy Management program
will facilitate the hiring and retention of
qualified, trained energy specialists by
public school districts to support facilitation
of energy efficiency measures for public
and independent schools under KRS
160.325.9

conditioning unit or heat pump on single family home.
$2/month bill credit for June, July, August, and September per electric water

/,,,,/—f{ Deleted: &

/,//{ Deleted: &

heater (40 gallon minimum) or swimming pool pump on single family home.
If new customer registers by May 31, 2014, then a $25 gift card per air-
conditioning unit or heat pump, water_heater (40 gallon minimum)_and/or

swimming pool pump switch installed.
o0 Customers in a tenantjandlord relationship will receive the entire

/‘( Deleted: -

/'( Deleted:

$25 new customer incentive.

Multi-family Option:
Tenant - $2/month bill credit per customer for June, July, August, and { Deleted: &

September per air conditioning unit, heat pump, or water heater (40 gallon
minimum).

Entire Complex Enrollment — Property owner receives $2/month incentive per
air conditioning or heat pump switch to the premise owner for June, July,
August, and September.
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If new customer registers by May 31, 2014, then a $25 gift card per air-
conditioning unit or heat pump installed, where:

o Customers in a tenant/property owner relationship where the entire
complex participates, the property owner will receive a $25 bonus
incentive per air conditioning unit, heat pump, or water heater (40
gallon minimum).

o Customers in a tenantjandlord relationship where only a portion of
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the complex participates, the tenant will receive a $25 gift card new
customer incentive.

Residential Refrigerator Removal Program
The program provides $50 per working refrigerator or freezer.
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Kentucky Utilities Company

P.S.C. No. 16, Second Revision of Original Sheet No. 86.9

Canceling P.S.C. No. 16, First Revision of Original Sheet No. 86.9

Adjustment Clause DSM

Demand-Side Management Cost Recovery Mechanism

Commercial Load Management / Demand Conservation

Switch Option
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e $5 per month bill credit for June, July, August, and September for air

conditioning units up to 5 tons. An additional $1 per month bill credit for each
additional ton of air conditioning above 5 tons based upon unit rated
capacity.

Customer Equipment Interface Option

The Company will offer a Load Management / Demand Response program tailored to
a commercial customer’s ability to reduce load. Program participants must commit to
a minimum of 50 kW demand reduction per control event.

e $25 per kW for verified load reduction during June, July, August, and

September.

e The customer will have access to at least hourly load data for every month of
the year which they remain enrolled in the program.

e Additional customer charges may be incurred for metering equipment
necessary for this program at costs under other tariffs.
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Kentucky Utilities Company

P.S.C. No. 16, Fifth Revision of Original Sheet No. 86.10
Canceling P.S.C. No. 16, Fourth Revision of Original Sheet No. 86.10

Adjustment Clause DSM
Demand-Side Management Cost Recovery Mechanism

Monthly Adjustment Factors

Residential Service Rate RS, Volunteer Fire Department Service
Rate VFD, and Low Emission Vehicle Service Rate LEV

DSM Cost Recovery Component (DCR)

DSM Revenues from Lost Sales (DRLS)

DSM Incentive (DSMI)

DSM Capital Cost Recovery Component (DCCR)
DSM Balance Adjustment (DBA)

Total DSMRC for Rates RS, VFD and LEV

General Service Rate GS

DSM Cost Recovery Component (DCR)

DSM Revenues from Lost Sales (DRLS)

DSM Incentive (DSMI)

DSM Capital Cost Recovery Component (DCCR)
DSM Balance Adjustment (DBA)

Total DSMRC for Rates GS

All Electric School Rate AES

DSM Cost Recovery Component (DCR)

DSM Revenues from Lost Sales (DRLS)

DSM Incentive (DSMI)

DSM Capital Cost Recovery Component (DCCR)
DSM Balance Adjustment (DBA)

Total DSMRC for Rate AES

Commercial Customers Served Under Power Service

Rate PS, Time of Day Secondary Service Rate TODS,

and Time-of-Day Primary Service Rate TODP

DSM Cost Recovery Component (DCR)

DSM Revenues from Lost Sales (DRLS)

DSM Incentive (DSMI)

DSM Capital Cost Recovery Component (DCCR)
DSM Balance Adjustment (DBA)

Total DSMRC for Rates PS, TODS, and TODP

Energy Charge
$ 0.00167, per kWh

$ 0.00117, per kWh

$ 0.00008 per kWh
$ 0.00090, per kWh

$(0.00004) per kWh
$ 0.00378, per kWh

Energy Charge
$ 0.00068, per kWh

$ 0.00149, per KWh

$ 0.00003, per kWh

$ 0.00008, per kWh
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$(0.00006) per kWh
$ 0.00222, per kWh

Energy Charge
$0.00024, per kWh

$0.00049, per kWh

$0.00001 per kWh
$0.00031 per kWh

$(0.00004) per kWh
$0.00101, per kWh

Energy Charge
$ 0.00024, per kWh

$ 0.00050, per kWh

$ 0.00001 per kWh
$ 0.00013 per kWh

$(0.00019) per kWh
$ 0.00069, per kWh
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Louisville Gas and Electric Company

P.S.C. Electric No. 9, Second Revision of Original Sheet No. 86.4
Canceling P.S.C. Electric No. 9, First Revision of Original Sheet No. 86.4

Adjustment Clause DSM
Demand-Side Management Cost Recovery Mechanism

PROGRAMMATIC CUSTOMER CHARGES

Residential Customer Program Participation Incentives:
The following Demand Side Management programs are available to residential customers
receiving service from the Company on the RS, VFD and LEV Standard Electric Rate Schedules.

Residential Load Management / Demand Conservation

The Residential Load Management / Demand Conservation Program employs switches in
homes to help reduce the demand for electricity during peak times. The program
communicates with the switches to cycle central air conditioning units, heat pumps,
electric water heaters, and pool pumps off and on through a predetermined sequence.
This program has an approved flexible incentive structure. The current program offering is
defined on Sheet No 86.8.

Residential Conservation / Home Energy Performance Program

The on-site audit offers a comprehensive audit from a certified auditor and incentives for
residential customers to support the implementation of energy saving measures for a fee
of $25. Customers are eligible for incentives ranging from $150 to $1,000 based on
customer purchased and installed energy efficiency measures and validated through a
follow-up test.

Residential Low Income Weatherization Program (WeCare)

The Residential Low Income Weatherization Program (WeCare) is an education and
weatherization program designed to reduce energy consumption of LG&E’s low-income
customers. The program provides energy audits, energy education, and blower door
tests, and installs weatherization and energy conservation measures. Qualified
customers could receive energy conservation measures ranging from $0 to $2,100 based
upon the customer’s most recent twelve-month energy usage and results of an energy
audit.

Smart Energy Profile

The Smart Energy Profile Program provides a portion of LG&E’s highest consuming
residential customers with a customized report of tips, tools and energy efficiency
programming recommendations based on individual household energy consumption.
These reports are benchmarked against similar local properties. The report will help the
customer understand and make better informed choices as it relates to energy usage and
the associated costs. Information presented in the report will include a comparison of the
customer’s energy usage to that of similar houses (collectively) and a comparison to the
customer’s own energy usage in the prior year.
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Louisville Gas and Electric Company

P.S.C. Electric No. 9, First Revision of Original Sheet No. 86.5
Canceling P.S.C. Electric No. 9, Original Sheet No. 86.5

Adjustment Clause DSM
Demand-Side Management Cost Recovery Mechanism

Residential Incentives Program

The Residential Incentives Program encourages customers to purchase and install various
ENERGY STAR® appliances, HVAC equipment, or window films that meet certain
requirements, qualifying them for an incentive as noted in the table below.

Category Item Incentive
9 Heat Pump Water Heaters (HPWH) $300 per qualifying item purchased
e Washing Machine $75 per qualifying item purchased
3 Refrigerator $100 per qualifying item purchased
g Freezer $50 per qualifying item purchased
< Dishwasher $50 per qualifying item purchased
% £ Up to 50% of materials cost only; max of $200
e = Window Film per customer account; product must meet
= v applicable criteria.
$100 per Energy Star item purchased plus an
o Central Air Conditioner additional $100 per SEER improvement above
b4 minimum
2 $100 per Energy Star item purchased plus
Electric Air-Source Heat Pump additional $100 per SEER improvement above
minimum

Residential Refrigerator Removal Program

The Residential Refrigerator Removal Program is designed to provide removal and recycling
of working, inefficient secondary refrigerators and freezers from LG&E customer households.
Customers patrticipating in this program will be provided a one-time incentive. This program
has an approved flexible incentive structure. The current program offering is defined on
Sheet No 86.8.

Customer Education and Public Information

This program helps customers make sound energy-use decisions, increase control over
energy bills and empower them to actively manage their energy usage. Customer Education
and Public Information is accomplished through three processes: a mass-media campaign,
an elementary- and middle-school program, and training for home construction professionals.
The mass media campaign includes public-service advertisements that encourage customers
to implement steps to reduce their energy usage. The elementary and middle school
program provides professional development and innovative materials to K-8 schools to teach
concepts such as basic energy and energy efficiency concepts. The training for home
construction professionals provides education about new building codes, standards and
energy efficient construction practices which support high performance residential
construction.
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Louisville Gas and Electric Company

P.S.C. Electric No. 9, First Revision of Original Sheet No. 86.6
Canceling P.S.C. Electric No. 9, Original Sheet No. 86.6

Adjustment Clause DSM
Demand-Side Management Cost Recovery Mechanism

Residential Advanced Metering Systems Incentives:
The following Demand Side Management offering is available to residential customers receiving
service from the Company on the RS Rate Schedule.

Advanced Metering Systems

The Advanced Metering Systems offering is designed to provide energy consumption data to
customers on a more frequent basis than is traditionally available through monthly billing.
The Program employs advanced meters to communicate hourly consumption data to
customers through a website.

Commercial Customer Program Participation Incentives:

The following Demand Side Management programs are available to commercial customers
receiving service from the Company on the GS, PS, TODS, CTODP, and RTS Standard Electric
Rate Schedules.

Commercial Load Management / Demand Conservation

The Commercial Load Management / Demand Conservation Program employs switches or
interfaces to customer equipment in small and large commercial businesses to help reduce
the demand for electricity during peak times. The Program communicates with the switches
or interface to cycle equipment. This program has an approved flexible incentive structure.
The current program offering is defined on Sheet No 86.9.

Commercial Conservation / Commercial Incentives

The Commercial Conservation / Commercial Incentive Program is designed to increase the
implementation of energy efficiency measures by providing financial incentives to assist with
the replacement of aging and less efficient equipment and for new construction built beyond
code requirements. The Program also offers an online tool providing recommendations for
energy-efficiency improvements. Incentives available to all commercial customers are based
upon a $100 per kW removed for calculated efficiency improvements. A prescriptive list
provides customers with incentive values for various efficiency improvement projects.
Additionally, a custom rebate is available based upon company engineering validation of
sustainable kW removed. New construction rebates are available on savings over code plus
bonus rebates for LEED certification.

e Maximum annual incentive per facility is $50,000

e Customers can receive multi-year incentives in a single year where such multi-
year incentives do not exceed the aggregate of $100,000 per facility and no
incentive was provided in the immediately preceding year

e Applicable for combined Prescriptive, Custom, and New Construction Rebates
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P.S.C. Electric No. 9, First Revision of Original Sheet No. 86.7
Canceling P.S.C. Electric No. 9, Original Sheet No. 86.7

Adjustment Clause DSM
Demand-Side Management Cost Recovery Mechanism

Customer Education and Public Information

This program helps customers make sound energy-use decisions, increase control over
energy bills and empower them to actively manage their energy usage. Customer Education
and Public Information is accomplished through three processes: a mass-media campaign,
an elementary- and middle-school program, and training for home construction professionals.
The mass media campaign includes public-service advertisements that encourage customers
to implement steps to reduce their energy usage. The elementary and middle school
program provides professional development and innovative materials to K-8 schools to teach
concepts such as basic energy and energy efficiency concepts. The training for home
construction professionals provides education about new building codes, standards and
energy efficient construction practices which support high performance residential
construction.

School Energy Management Program

The School Energy Management program will facilitate the hiring and retention of qualified,
trained energy specialists by public school districts to support facilitation of energy efficiency
measures for public and independent schools under KRS 160.325

Commercial Advanced Metering Systems Incentives:
The following Demand Side Management offering is available to residential customers receiving
service from the Company on the GS Rate Schedule.

Advanced Metering Systems

The Advanced Metering Systems offering is designed to provide energy consumption data to
customers on a more frequent basis than is traditionally available through monthly billing.
The Program employs advanced meters to communicate hourly consumption data to
customers through a website.
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P.S.C. Electric No. 9, Fourth Revision of Original Sheet No. 86.8

Canceling P.S.C. Electric No. 9, Third Revision of Original Sheet No. 86.8

Adjustment Clause

DSM

Demand-Side Management Cost Recovery Mechanism

Current Program Incentive Structures

Residential Load Management / Demand Conservation
Switch Option:

$5/month bill credit for June, July, August, and September per air
conditioning unit or heat pump on single family home.
$2/month bill credit for June, July, August, and September per electric water
heater (40 gallon minimum) or swimming pool pump on single family home.
If new customer registers by May 31, 2014, then a $25 gift card per air-
conditioning unit, heat pump, water heater (40 gallon minimum) and/or
swimming pool pump switch installed.

o0 Customers in a tenant-landlord relationship will receive the entire

$25 new customer incentive.

Multi-family Option:

Tenant - $2/month bill credit per customer for June, July, August, and
September per air conditioning unit, heat pump, or water heater (40 gallon
minimum).

Entire Complex Enrollment — Property owner receives $2/month incentive per
air conditioning or heat pump switch to the premise owner for June, July,
August, and September.

If new customer registers by May 31, 2014, then a $25 gift card per air-
conditioning unit or heat pump installed, where:

o Customers in a tenant/property owner relationship where the entire
complex participates, the property owner will receive a $25 bonus
incentive per air conditioning unit, heat pump, or water heater (40
gallon minimum).

o Customers in a tenant-landlord relationship where only a portion of
the complex participates, the tenant will receive a $25 gift card new
customer incentive.

Residential Refrigerator Removal Program
The program provides $50 per working refrigerator or freezer.
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P.S.C. Electric No. 9, Second Revision of Original Sheet No. 86.9
Canceling P.S.C. Electric No. 9, First Revision of Original Sheet No. 86.9

Adjustment Clause DSM
Demand-Side Management Cost Recovery Mechanism

Commercial Load Management / Demand Conservation

Switch Option
e $5 per month bill credit for June, July, August, and September for air
conditioning units up to 5 tons. An additional $1 per month bill credit for
each additional ton of air conditioning above 5 tons based upon unit rated
capacity.

Customer Equipment Interface Option
The Company will offer a Load Management / Demand Response program tailored
to a commercial customer’'s ability to reduce load. Program participants must
commit to a minimum of 50 kW demand reduction per control event.
e $25 per kW for verified load reduction during June, July, August, and
September.
e The customer will have access to at least hourly load data for every month
of the year which they remain enrolled in the program.
e Additional customer charges may be incurred for metering equipment
necessary for this program at costs under other tariffs.
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P.S.C. Electric No. 9, Fourth Revision of Original Sheet No. 86.10
Canceling P.S.C. Electric No. 9, Third Revision of Original Sheet No. 86.10

Adjustment Clause DSM

Demand-Side Management Cost Recovery Mechanism

Monthly Adjustment Factors

Residential Rate RS, Volunteer
Fire Department Rate VFD, and
Low Emission Vehicle Service Rate LEV

DSM Cost Recovery Component (DCR)

DSM Revenues from Lost Sales (DRLS)

DSM Incentive (DSMI)

DSM Capital Cost Recovery Component (DCCR)
DSM Balance Adjustment (DBA)

Total DSMRC for Rates RS, VFD, and LEV

General Service Rate GS

DSM Cost Recovery Component (DCR)

DSM Revenues from Lost Sales (DRLS)

DSM Incentive (DSMI)

DSM Capital Cost Recovery Component (DCCR)
DSM Balance Adjustment (DBA)

Total DSMRC for Rate GS

Commercial Customers Served Under Power Service Rate PS

DSM Cost Recovery Component (DCR)

DSM Revenues from Lost Sales (DRLS)

DSM Incentive (DSMI)

DSM Capital Cost Recovery Component (DCCR)
DSM Balance Adjustment (DBA)

Total DSMRC for Rate PS

Commercial Customers Served Under Time-of-Day
Secondary Service Rate TODS and Commercial
Time-of-Day Primary Service Rate CTODP

DSM Cost Recovery Component (DCR)

DSM Revenues from Lost Sales (DRLS)

DSM Incentive (DSMI)

DSM Capital Cost Recovery Component (DCCR)
DSM Balance Adjustment (DBA)

Total DSMRC for Rates TODS, and CTODP

Energy Charge

$ 0.00170 per kWh
$ 0.00164 per kWh
$ 0.00008 per kWh
$ 0.00138 per kWh

$ (0.00012) per kWh
$ 0.00468 per kwWh

Energy Charge

$ 0.00075 per kWh
$ 0.00200 per kWh
$ 0.00004 per kWh
$ 0.00011 per kWh
$ (0.00004) per kWh
$ 0.00286 per kWh

Energy Charge

$ 0.00029 per kWh
$ 0.00067 per kWh
$ 0.00001 per kWh
$ 0.00024 per kWh
$ 0.00002 per kWh
$ 0.00123 per kWh

Energy Charge

$ 0.00022 per kWh
$ 0.00046 per kWh
$ 0.00001 per kwWh
$ 0.00003 per kwWh
$ (0.00002) per kWh
$ 0.00070 per kWh
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LOUISVILLE GAS & ELECTRIC COMPANY

Supporting Calculations for the

DSM Cost Recovery Mechanism

ELECTRIC SERVICE

Twelve-Month Period Beginning January 1, 2015
and Ending December 31, 2015



Louisville Gas and Electric - Electric Service

DSMRC Summary

Rate Schedule

Residential Service, Volunteer
Fire Dept., & Low Emission
Vehicle Service

General Service

Commercial Service under
Power Service

Commercial Time-of-Day -
Primary & Secondary

RS, VFD,
& LEV

GS

PS

CTODP &
CTODS

Summary of Total DSM Recovery Component (DSMRC)

Cost Recovery
Component

(DCR)

0.170

0.075

0.029

0.022

Lost Sales
Component

(DRLS)

0.164

0.200

0.067

0.046

12-Month Period Beginning January 1, 2015

Incentive
Component

(DSMI)

0.008

0.004

0.001

0.001

Capital Cost Recovery
Component

(DCCR)

0.138

0.011

0.024

0.003

Balance Adj
Component

(DBA)

(0.012)

(0.004)

0.002

(0.002)

DSM Recovery

Component
(DSMRC)
0.468 ¢/kWh
0.286 ¢/kWh
0.123 ¢/kWh
0.070 ¢/kWh
Exhibit RMC-2
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Louisville Gas and Electric - Electric Service
DCR Summary

Summary of DSM Revenues from DSM Cost Recovery Compenent (DCR)
12-Month Period Beginning January 1, 2015

Rate Schedule DSM DSM
Cost Recovery Estimated Cost Recovery
Total Amount Billing Determinants Component (DCR)

Residential Service,
Volunteer Fire Dept., & Low RS, VFD, &
Emission Vehicle Service LEV $ 7,213,256 4,247,089,487 kWh 0.170 ¢/kWh

General Service GS $ 1,067,338 1,424,587,692 kWh 0.075 ¢/kWh

Commercial Service under
Power Service PS $ 588,465 2,032,406,244 kWh 0.029 ¢/kWh

Commercial Time-of-Day - CTODP &
Primary & Secondary CTODS $ 186,979 839,616,941 kWh 0.022 ¢/kWh

Total DCR Amount $ 9,056,038

Program costs, which are categorized by residential and commercial must be allocated to the individual rate schedules. The first step, allocation
between gas and electric, and between LGE and KU, is shown on "DSM Budget Allocation” page.

Next, the DSM Program costs are further assigned to the rate schedules, which is the second and final step of the cost allocation process and is
shown on the "Calculation of DCR Component from Forecast Sales" page. The total amount to be collected for each rate class is divided by the
forecasted sales for that rate class to calculate the component rate in terms of ¢ / kWh.

Exhibit RMC-2
Page 2 of 13



Louisville Gas and Electric - Electric Service

DCR Summary

DSM Budget Allocation
Program Allocation 2015 Program Allocation ‘ 2015 Program Allocation 2015
Total of All Programs Development & Administration AMI/ Smart Grid
LGE: RSet al 28.4% 7,213,256 LGE: RS etal 24.7% 338,549 LGE: RS etal 0.0% 0
LGE: RGS et al 14.0% 3,558,253 LGE: RGS et al 20.4% 280,569 LGE: RGS et al 0.0% 0
LGE: GS 4.2% 1,067,338 LGE: GS 3.0% 41,432 LGE: GS 0.0% 0
LGE: PS 2.3% 588,465 LGE: PS 0.2% 2,497 LGE: PS 0.0% 0
LGE: CTOD et al 0.7% 186,979 LGE: CTOD et al 0.0% 147 LGE: CTOD et al 0.0% 0
LGE: CGS et al 0.4% 92,079 LGE: CGS et al 1.7% 23,426 LGE: CGS et al 0.0% 0
KU: RS et al 41.6% 10,565,686 KU: RS et al 41.3% 567,252 KU: RS et al 0.0% 0
KU: GS 5.2% 1,324,801 KU: GS 8.0% 110,228 KU: GS 0.0% 0
KU: AES 0.1% 35,467 KU: AES 0.1% 850 KU: AES 0.0% 0
KU: PS et al 3.1% 780,415 KU: PS et al 0.6% 8,290 KU: PS et al 0.0% 0
Total 100.0% 25,412,739 Total 100.0% 1,373,240 Total 0.0% 0
Residential Audit Residential Construction Commercial Audit
LGE: RSetal 29.4% 662,078 LGE: RSetal 0.0% 0 LGE: RS et al 0.0% 0
LGE: RGS et al 20.6% 465,468 LGE: RGS et al 0.0% 0 LGE: RGS et al 0.0% 0
LGE: GS 0.0% 0 LGE: GS 0.0% 0 LGE: GS 27.1% 904,846
LGE: PS 0.0% 0 LGE: PS 0.0% 0 LGE: PS 17.3% 577,632
LGE: CTOD et al 0.0% 0 LGE: CTOD et al 0.0% 0 LGE: CTOD et al 5.6% 186,979
LGE: CGS et al 0.0% 0 LGE: CGS et al 0.0% 0 LGE: CGS et al 0.0% 0
KU: RS et al 50.0% 1,127,546 KU: RS et al 0.0% 0 KU: RS et al 0.0% 0
KU: GS 0.0% 0 KU: GS 0.0% 0 KU: GS 26.7% 891,490
KU: AES 0.0% 0 KU: AES 0.0% 0 KU: AES 0.9% 30,050
KU: PS et al 0.0% 0 KU: PS et al 0.0% 0 KU: PS etal 22.4% 747,917
Total 100.0% 2,255,093 Total 0.0% 0 Total 100.0% 3,338,915
Residential WeCare Residential Demand Commercial HVAC
LGE: RS etal 19.3% 954,634 LGE: RS etal 0.0% 0 LGE: RS etal 0.0% 0
LGE: RGS et al 30.7% 1,518,754 LGE: RGS et al 0.0% 0 LGE: RGS et al 0.0% 0
LGE: GS 0.0% 0 LGE: GS 0.0% 0 LGE: GS 0.0% 0
LGE: PS 0.0% 0 LGE: PS 0.0% 0 LGE: PS 0.0% 0
LGE: CTOD et al 0.0% 0 LGE: CTOD et al 0.0% 0 LGE: CTOD et al 0.0% 0
LGE: CGS et al 0.0% 0 LGE: CGS et al 0.0% 0 LGE: CGS et al 0.0% 0
KU: RS et al 50.0% 2,473,388 KU: RS et al 0.0% 0 KU: RS etal 0.0% 0
KU: GS 0.0% 0 KU: GS 0.0% 0 KU: GS 0.0% 0
KU: AES 0.0% 0 KU: AES 0.0% 0 KU: AES 0.0% 0
KU: PS et al 0.0% 0 KU: PS et al 0.0% 0 KU: PS et al 0.0% 0
Total 100.0% 4,946,777 Total 0.0% 0 Total 0.0% 0
Residential Lighting Responsive Smart Meters Commerical Demand
LGE: RS et al 0.0% 0 LGE: RS et al 0.0% 0 LGE: RS et al 0.0% 0
LGE: RGS et al 0.0% 0 LGE: RGS et al 0.0% 0 LGE: RGS et al 0.0% 0
LGE: GS 0.0% 0 LGE: GS 0.0% 0 LGE: GS 0.0% 0
LGE: PS 0.0% 0 LGE: PS 0.0% 0 LGE: PS 0.0% 0
LGE: CTOD et al 0.0% 0 LGE: CTOD et al 0.0% 0 LGE: CTOD et al 0.0% 0
LGE: CGS et al 0.0% 0 LGE: CGS et al 0.0% 0 LGE: CGSetal 0.0% 0
KU: RS et al 0.0% 0 KU: RS et al 0.0% 0 KU: RS et al 0.0% 0
KU: GS 0.0% 0 KU: GS 0.0% 0 KU: GS 0.0% 0
KU: AES 0.0% 0 KU: AES 0.0% 0 KU: AES 0.0% 0
KU: PS et al 0.0% 0 KU: PS et al 0.0% 0 KU: PSetal 0.0% 0
Total 0.0% 0 Total 0.0% 0 Total 0.0% 0
Residential HVAC Dealer Referral Network Education & Information
LGE: RS etal 0.0% 0 LGE: RS etal 0.0% 0 LGE: RS etal 24.7% 996,770
LGE: RGS et al 0.0% 0 LGE: RGS et al 0.0% 0 LGE: RGS et al 20.4% 826,062
LGE: GS 0.0% 0 LGE: GS 0.0% 0 LGE: GS 3.0% 121,985
LGE: PS 0.0% 0 LGE: PS 0.0% 0 LGE: PS 0.2% 7,351
LGE: CTOD et al 0.0% 0 LGE: CTOD et al 0.0% 0 LGE: CTOD et al 0.0% 433
LGE: CGS et al 0.0% 0 LGE: CGS et al 0.0% 0 LGE: CGS et al 1.7% 68,971
KU: RS et al 0.0% 0 KU: RS et al 0.0% 0 KU: RS et al 41.3% 1,670,125
KU: GS 0.0% 0 KU: GS 0.0% 0 KU: GS 8.0% 324,537
KU: AES 0.0% 0 KU: AES 0.0% 0 KU: AES 0.1% 2,503
KU: PS et al 0.0% 0 KU: PS et al 0.0% 0 KU: PS et al 0.6% 24,407
Total 0.0% 0 Total 0.0% 0 Total 100.0% 4,043,146
Residential Incentives Residential Frig Removal Residential Smart Energy Profile
LGE: RS etal 50.0% 2,054,137 LGE: RS etal 50.0% 1,018,363 LGE: RS etal 35.8% 1,183,779
LGE: RGS et al 0.0% 0 LGE:RGSetal 0.0% 0 LGE: RGS et al 14.2% 471,505
LGE: GS 0.0% 0 LGE: GS 0.0% 0 LGE: GS 0.0% 0
LGE: PS 0.0% 0 |LGE:PS 0.0% 0 |LGE:PS 0.0% 0
LGE: CTOD et al 0.0% 0 LGE: CTOD et al 0.0% 0 LGE: CTOD et al 0.0% 0
LGE:CGSetal 0.0% 0 LGE:CGSetal 0.0% 0 LGE:CGS et al 0.0% 0
KU: RS etal 50.0% 2,054,137 KU: RS etal 50.0% 1,018,363 KU: RS et al 50.0% 1,655,284
KU: GS 0.0% 0 |KU:GS 0.0% 0 |KU:GS 0.0% 0
KU: AES 0.0% 0 KU: AES 0.0% 0 KU: AES 0.0% 0
KU: PS et al 0.0% 0 KU: PS et al 0.0% 0 KU: PS et al 0.0% 0
Total 100.0% 4,108,275 Total 100.0% 2,036,726 Total 100.0% 3,310,567
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Louisville Gas and Electric - Electric Service

DCR Summary

Forecast Sales
kWh

January 2015
February 2015
March 2015
April 2015

May 2015

June 2015

July 2015
August 2015
September 2015
October 2015
November 2015

December 2015

Total

Total Program Costs

DCR Factor in ¢ per kWh

Calculation of DCR Component from Forecast Sales

12-Month Period Beginning January 1, 2015

Residential
Service

RS et al

360,449,429
325,450,957
306,653,362
258,767,156
278,275,539
409,682,611
514,543,120
501,645,360
399,324,215
282,092,692
265,543,078

344,661,968

4,247,089,487

$ 7,213,256

0.170

General
Service

GS

118,651,822
103,866,417
110,073,990
103,343,219
116,677,933
127,770,479
149,835,628
150,086,150
118,748,694
107,597,021
106,723,333

111,213,006

1,424,587,692

$ 1,067,338

0.075

Power
Service

PS

161,357,553
149,006,472
155,217,568
150,445,864
177,771,327
195,935,736
206,642,181
205,146,662
169,425,756
157,619,160
149,672,932

154,165,033

2,032,406,244

$ 588,465

0.029

Commercial
Time of Day

CTOD et al

66,391,411
59,678,036
63,864,753
62,729,862
73,262,971
79,827,240
85,030,503
84,488,320
70,998,530
65,961,315
62,750,660

64,633,340

839,616,941

186,979

0.022

Exhibit RMC-2
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Louisville Gas and Electric - Electric Service

DRLS Summary

Rate Schedule

Residential Service,
Volunteer Fire Dept., & Low
Emission Vehicle Service

General Service

Commercial Service under
Power Service

Commercial Time-of-Day -
Primary & Secondary

Total DRLS Amount

Summary of DSM Revenues from DSM Lost Sales Compenent (DRLS)

RS,
VFD, &
LEV

GS

PS

CTODP

CTODS

Lost
Net Revenues

Total Amount

6,969,001

2,850,104

1,361,952

386,553

11,567,609

12-Month Period Beginning January 1, 2015

Estimated

Billing Determinants

4,247,089,487

1,424,587,692

2,032,406,244

839,616,941

kWh

kWh

kWh

kWh

DSM Revenue from
Lost Sales

Component (DRLS)

0.164 ¢/kWh
0.200 ¢/kWh
0.067 ¢/kWh
0.046 ¢/kWh
Exhibit RMC-2
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Louisville Gas and Electric - Electric Service

DRLS Summary

Forecast Sales
kWh

January 2015
February 2015
March 2015
April 2015

May 2015

June 2015

July 2015
August 2015
September 2015
October 2015
November 2015

December 2015

Total

Total Energy Savings
Non-variable Revenue per kWh

Lost Net Revenue

DRLS Factor in ¢ per kWh

Calculation of DRLS Component from Forecast Sales

$

12-Month Period Beginning January 1, 2015

Residential
Service

RS etal

360,449,429

325,450,957

306,653,362

258,767,156

278,275,539

409,682,611

514,543,120

501,645,360

399,324,215

282,092,692

265,543,078

344,661,968

4,247,089,487

133,505,762

0.0522

6,969,001

0.164

$

General
Service

GS

118,651,822

103,866,417

110,073,990

103,343,219

116,677,933

127,770,479

149,835,628

150,086,150

118,748,694

107,597,021

106,723,333

111,213,006

1,424,587,692

45,674,749

0.0624

2,850,104

0.200

$

Power
Service

PS

161,357,553

149,006,472

155,217,568

150,445,864

177,771,327

195,935,736

206,642,181

205,146,662

169,425,756

157,619,160

149,672,932

154,165,033

2,032,406,244

29,039,484

0.0469

1,361,952

0.067

$

Commercial
Time of Day

CTOD et al

66,391,411
59,678,036
63,864,753
62,729,862
73,262,971
79,827,240
85,030,503
84,488,320
70,998,530
65,961,315
62,750,660

64,633,340

839,616,941

9,337,017
0.0414

386,553

0.046

Exhibit RMC-2
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Louisville Gas and Electric - Electric Service

DSMI Summary

Rate Schedule

Residential Service,
Volunteer Fire Dept., & Low
Emission Vehicle Service

General Service

Commercial Service under
Power Service

Commercial Time-of-Day -
Primary & Secondary

Total DSMI Amount

Summary of DSM Revenues from DSM Incentive Component (DSMI)

RS,
VFD, &
LEV

GS

PS

CTODP

CTODS

12-Month Period Beginning January 1, 2015

DSM
Incentive

Total Amount

$ 343,703
$ 51,307
$ 29,286
$ 9,349
$ 433,645

Estimated

Billing Determinants

4,247,089,487

1,424,587,692

2,032,406,244

839,616,941

kWh

kWh

kWh

kWh

DSM
Incentive

Component (DSMI)

0.008

0.004

0.001

0.001

¢/kWh

¢/kWh

¢/kWh

¢/kWh

Incentives for each individual program is calculated as 15% of Net Resource Benefits (as specified in the California Standardized Tests) capped
at 5% of program costs. The incentive by programs is then allocated across the rate classes using the same method as the cost recovery

component.
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Louisville Gas and Electric - Electric Service

DSMI Summary

Forecast Sales
kWh

January 2015
February 2015
March 2015
April 2015

May 2015

June 2015

July 2015
August 2015
September 2015
October 2015
November 2015

December 2015

Total

Total Program Incentive

DSMI Factor in ¢ per kWh

Calculation of DSMI Component from Forecast Sales

12-Month Period Beginning January 1, 2015

Residential
Service

RS et al

360,449,429

325,450,957

306,653,362

258,767,156

278,275,539

409,682,611

514,543,120

501,645,360

399,324,215

282,092,692

265,543,078

344,661,968

4,247,089,487

$ 343,703

0.008

General
Service

GS

118,651,822

103,866,417

110,073,990

103,343,219

116,677,933

127,770,479

149,835,628

150,086,150

118,748,694

107,597,021

106,723,333

111,213,006

1,424,587,692

51,307

0.004

Power
Service

PS

161,357,553

149,006,472

155,217,568

150,445,864

177,771,327

195,935,736

206,642,181

205,146,662

169,425,756

157,619,160

149,672,932

154,165,033

2,032,406,244

29,286

0.001

Commercial
Time of Day

CTOD et al

66,391,411
59,678,036
63,864,753
62,729,862
73,262,971
79,827,240
85,030,503
84,488,320
70,998,530
65,961,315
62,750,660

64,633,340

839,616,941

9,349

0.001

Exhibit RMC-2
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Louisville Gas and Electric - Electric Service

DCCR Summary

Rate Schedule

Residential Service,
Volunteer Fire Dept., & Low
Emission Vehicle Service

General Service

Commercial Service under
Power Service

Commercial Time-of-Day -
Primary & Secondary

Total DCCR Amount

RS,
VFD, &
LEV

GS

PS

CTODP

CTODS

Summary of DSM Revenues from DSM Capital Cost Recovery (DCCR)

12-Month Period Beginning January 1, 2015

DSM
Capital Cost Recovery

Total Amount

$ 5,847,006
$ 159,233
$ 494,099
$ 23,780
$ 6,524,118

Estimated

Billing Determinants

4,247,089,487

1,424,587,692

2,032,406,244

839,616,941

kwh

kwh

kwh

kwh

DSM
Capital Cost Recovery

Component (DCCR)

0.138

0.011

0.024

0.003

¢/kWh

¢/kWh

¢/kWh

¢/kWh

The DSM Capital Cost Recovery (DCCR), allows the Companies’ to earn an approved rate of return on equity exclusively for the capital expenditures. The
Companies' return on equity is equal to 10.50%.

Exhibit RMC-2
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Louisville Gas and Electric - Electric Service

DCCR Summary

Calculation of Total E(m) and Juridictional Surcharge Billing Factor
12-Month Period Beginning January 1, 2015

Calculation of Total E(m)

E(m) = [(RB) (ROR+(ROR -DR)(TR/(1-TR)))] + OE, where

DSM Plans

E(m) by Rate Class

Electric

RB = DSM Rate Base

ROR = Rate of Return on the DSM Rate Base

DR = Debt Rate (both short-term and long-term debt)
TR = Composite Federal & State Income Tax Rate
OE = Operating Expenses

RB

(ROR + (ROR - DR) (TR / (1 - TR)))

Return on Rate Base

OE

E(m)

Residential Service RS etal
General Service GS

Power Service PS
Commercial T-of-D CTOD et al
Total

3,115,932
7.40%
1.46%
38.90%

3,115,932
11.18%

348,361

6,175,756

6,524,118

5,847,006

159,233

494,099

23,780

6,524,118

Exhibit RMC-2
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Louisville Gas and Electric - Electric Service
DCCR Summary

Calculation of Base Rate and Operating Expense

12-Month Period Beginning January 1, 2015

Determination of DSM Rate Base

Eligible Plant / Capital Expenditures In Service $ 4,412,254
Eligible Accumulated Depreciation $ (1,122,202)
CWIP Amount Excluding AFUDC $ 0
Eligible Net Plant / Capital Expenditures In Service $ 3,290,051
Deferred Tax Balance as of January 1, 2015 $ (174,120)
Yearly Depreciation Expense $ 0
Yearly Property Tax Expense $ 0
Total $ 3,115,932

Determination of DSM Operating Expenses

O&M Depreciation Expense Property Tax Expense
Demand Load Conservation Residential $ 4,932,345 $ 402,366 $ 30,645
Commercial $ 472,752 $ 104,125 $ 6,810
Total $ 5,405,097 $ 506,490 $ 37,455
0&M Depreciation Expense Property Tax Expense
AMI/ Smart Grid Residential $ 196,799 $ 4977 $ -
Commercial $ 24,323 $ 615 $ -
Total $ 221,122 $ 5592 $ -
Total Operating Expenses
Residential $ 5,567,131
Commercial $ 608,625
Total $ 6,175,756

Total Operating Expenses

Exhibit RMC-2
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Louisville Gas and Electric - Electric Service

DCCR Summary

Forecast Sales
kWh

January 2015
February 2015
March 2015
April 2015

May 2015

June 2015

July 2015
August 2015
September 2015
October 2015
November 2015

December 2015

Total

Total DCCR Program Component

DCCR Factor in ¢ per kWh

Calculation of DCCR Component from Forecast Sales

12-Month Period Beginning January 1, 2015

Residential
Service

RS et al

360,449,429

325,450,957

306,653,362

258,767,156

278,275,539

409,682,611

514,543,120

501,645,360

399,324,215

282,092,692

265,543,078

344,661,968

4,247,089,487

$ 5,847,006

0.138

General
Service

GS

118,651,822

103,866,417

110,073,990

103,343,219

116,677,933

127,770,479

149,835,628

150,086,150

118,748,694

107,597,021

106,723,333

111,213,006

1,424,587,692

$ 159,233

0.011

Power
Service

PS

161,357,553

149,006,472

155,217,568

150,445,864

177,771,327

195,935,736

206,642,181

205,146,662

169,425,756

157,619,160

149,672,932

154,165,033

2,032,406,244

$ 494,099

0.024

Commercial
Time of Day

CTOD et al

66,391,411
59,678,036
63,864,753
62,729,862
73,262,971
79,827,240
85,030,503
84,488,320
70,998,530
65,961,315
62,750,660

64,633,340

839,616,941

23,780

0.003
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Louisville Gas and Electric - Electric Service
DCCR Summary

Rate Base by Program
12-Month Period Beginning January 1, 2015

Rate Base by Program

Demand Load Conservation Residential $ 2,345,434
Commercial $ 593,059
Total $ 2,938,493
AMI / Smart Grid Residential $ 157,920
Commercial $ 19,518
Total $ 177,438

Allocation between Residential and Commercial

Residential $ 2,503,354

Commercial $ 612,577

Total $ 3,115,932
Exhibit RMC-2
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Louisville Gas and Electric Company

P.S.C. Electric No. 9, Second Revision of Original Sheet No. 86.4 /{ Deleted: First

Canceling P.S.C. Electric No. 9, First Revision of Original Sheet No. 86.4

Adjustment Clause DSM
Demand-Side Management Cost Recovery Mechanism

PROGRAMMATIC CUSTOMER CHARGES

Residential Customer Program Participation Incentives:
The following Demand Side Management programs are available to residential customers
receiving service from the Company on the RS, VFD and LEV Standard Electric Rate Schedules.

Residential Load Management / Demand Conservation

The Residential Load Management / Demand Conservation Program employs switches in T
homes to help reduce the demand for electricity during peak times. The program
communicates with the switches to cycle central air conditioning units, heat pumps,

electric water heaters, and pool pumps off and on through a predetermined sequence.

This program has an approved flexible incentive structure. The current program offering is

defined on Sheet No 86.8.

Residential Conservation / Home Energy Performance Program
The on-site audit offers a comprehensive audit from a certified auditor and incentives for
residential customers to support the implementation of energy saving measures for a fee

of $25. Customers are eligible for incentives yanging from $150 to $1,000 based on 1[ Deleted: of $500 or

customer purchased and installed energy efficiency measures and validated through a
follow-up test.

Residential Low Income Weatherization Program (WeCare)

The Residential Low Income Weatherization Program (WeCare) is an education and
weatherization program designed to reduce energy consumption of LG&E's low-income

customers. The program provides energy audits, energy education, and blower door T
tests, and installs weatherization and energy conservation measures.  Qualified

customers could receive energy conservation measures ranging from $0 to $2,100 based

upon the customer’'s most recent twelve-month energy usage and results of an energy

audit.

Smart Energy Profile

The Smart Energy Profile Program provides a portion of LG&E’s highest consuming
residential customers with a customized report of tips, tools and energy efficiency
programming recommendations based on individual household energy consumption.

These reports are benchmarked against similar local properties, The report will help the 1[ Deleted: in locality

customer understand and make better informed choices as it relates to energy usage and
the associated costs. Information presented in the report will include a comparison of the
customer’s energy usage to that of similar houses (collectively) and a comparison to the
customer’s own energy usage in the prior year.

DATE OF ISSUE:  January 17, 2014 _——{ Deleted: January 31, 2013
DATE EFFECTIVE: February 16, 2014 /{ Deleted: May 31, 2012
ISSUED BY: /s/ Edwin R. Staton, Vice President { Deleted: Lonnie E. Bellar
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Louisville Gas and Electric Company

P.S.C. Electric No. 9, First Revision of Original Sheet No. 86.5
Canceling P.S.C. Electric No. 9, Original Sheet No. 86.5

Adjustment Clause DSM

Demand-Side Management Cost Recovery Mechanism

Residential Incentives Program

The Residential Incentives Program encourages customers to purchase and install various
ENERGY STAR® appliances, HVAC equipment, or window films that meet certain
requirements, qualifying them for an incentive as noted in the table below.

Category Item Incentive
@ Heat Pump Water Heaters (HPWH) $300 per qualifying item purchased
e Washing Machine $75 per qualifying item purchased
S Refrigerator $100 per qualifying item purchased
g Freezer $50 per qualifying item purchased
< Dishwasher $50 per qualifying item purchased
% c Up to 50% of materials cost only; max of $200
E = Window Film per customer account; product must meet
= applicable criteria.
$100 per Energy Star item purchased plus an
o Central Air Conditioner additional $100 per SEER improvement above
I minimum
; $100 per Energy Star item purchased plus
Electric Air-Source Heat Pump additional $100 per SEER improvement above
minimum

Residential Refrigerator Removal Program

The Residential Refrigerator Removal Program is designed to provide removal and recycling
of working, inefficient secondary refrigerators and freezers from LG&E customer households.
Customers participating in this program will be provided a one-time incentive. This program
has an approved flexible incentive structure. The current program offering is defined on
Sheet No 86.8.

LCustomer Education and Public Information

Jhis_program, helps customers make sound energy-use decisions, increase control over

energy bills and empower them to actively manage their energy usage. Customer Education
and Public Information is accomplished through three processes: a mass-media campaign,

an elementary- and middle-school program, and training for home construction professionals.

The mass media campaign includes public-service advertisements that encourage customers
to _implement steps to reduce their energy usage. The elementary and middle school
program provides professional development and innovative materials to K-8 schools to teach

concepts such as basic energy and energy efficiency concepts. The training for home
construction professionals provides education about new building codes, standards and

enerqy efficient _construction practices which support _high performance residential
construction.

DATE OF ISSUE:

ISSUED BY:

January 17, 2014

DATE EFFECTIVE: February 16, 2014

/s/ Edwin R. Staton, Vice President

Deleted: 1

Residential High Efficiency Lighting
Programf

The Residential High Efficiency Lighting
program promotes an increased use of
ENERGY STAR® rated CFLs within the
residential sector. The Residential High
Efficiency Lighting Program distributes
compact fluorescent bulbs through direct-
mail. T

1

Residential New Construction Programf
The Residential New Construction program
is designed to reduce residential energy
usage and facilitate market transformation
by creating a shift in builders’ new home
construction to include energy-efficient
construction practices. Builders who are part
of the program can take advantage of
technical training classes, gain additional
exposure to potential customers and receive
incentives to help offset costs when
including more energy-efficient features
during home construction. LG&E will
reimburse the cost of plan reviews and
inspection costs related to an Energy Star or
HERS home certification.
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Louisville Gas and Electric Company

P.S.C. Electric No. 9, First Revision of Original Sheet No. 86.6
Canceling P.S.C. Electric No. 9, Original Sheet No. 86.6

Adjustment Clause DSM
Demand-Side Management Cost Recovery Mechanism

Residential Advanced Metering Systems Incentives:
The following Demand Side Management offering is available to residential customers receiving
service from the Company on the RS Rate Schedule.

Advanced Metering Systems

The Advanced Metering Systems offering is designed to provide energy consumption data to
customers on a more frequent basis than is traditionally available through monthly billing.
The Program employs advanced meters to communicate hourly consumption data to
customers through a website.

Commercial Customer Program Participation Incentives:

The following Demand Side Management programs are available to commercial customers
receiving service from the Company on the GS, PS, TODS, CTODP, and RTS Standard Electric
Rate Schedules.

Commercial Load Management / Demand Conservation
The Commercial Load Management / Demand Conservation Program employs switches or
interfaces to customer equipment, in small and large commercial businesses to help reduce

-

Moved up [1]: Customer Education and
Public Information

These programs help customers make
sound energy-use decisions, increase
control over energy bills and empower them
to actively manage their energy usage.
Customer Education and Public Information
is accomplished through two processes: a
mass-media campaign and an elementary-
and middle-school program. The mass
media campaign includes public-service
advertisements that encourage customers
to implement steps to reduce their energy
usage. The elementary and middle school
program provides professional development
and innovative materials to K-8 schools to
teach concepts such as basic energy and
energy efficiency concepts.{

the demand for electricity during peak times. The Program communicates with the switches
or interface to cycle equipment. This program has an approved flexible incentive structure.
The current program offering is defined on Sheet No 86.9.

LCommercial Conservation/ Commercial Incentives

The Commercial Conservation /| Commercial Incentive Program is designed tq, increase the

implementation of energy efficiency measures by providing financial incentives to assist with
the replacement of aging and less efficient equipment and for new construction built beyond
code requirements. The Program also offers an online tool providing recommendations for
energy-efficiency improvements. Incentives available to all commercial customers are based
upon _a $100 per kW removed for calculated efficiency improvements. A prescriptive list
provides customers with incentive values for various efficiency improvement, projects.

Deleted: |

1

1

Residential HVAC Diagnostics and Tune
Up Program{

The Residential HVAC Diagnostic and Tune-
up program targets customers with HVAC
system performance issues. There are no
incentives paid directly to customers.
Customers are charged a discounted, fixed-
fee for the diagnosis and if needed, a similar
fee for implementation of corrective actions.
Thus, the program pays the portion of
diagnostic and tune-up cost in excess of the
customer charge below. The customer cost is
as follows:{

<#>Customer cost is $35 per unit for
diagnostics testf

<#>Customer cost is $50 per unit for tune-upf

Additionally, a custom rebate is available based upon company engineering validation of
sustainable kW removed. New construction rebates are available on savings over code plus
bonus rebates for LEED certification.

¢ Maximum annual incentive per facility is $50,000

e Customers can receive multi-year incentives in_a single year where such
multi-year incentives do not exceed the aggregate of $100,000 per facility and
no incentive was provided in the immediately preceding year

|
\
e Applicable for combined Prescriptive, Custom, and New Construction Rebates \ \
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The Dealer Referral Network assists
custors in identifying qualified service
providers to install energy efficiency
improvements recommended and/ or
subsidized by the various energy efficiency
programs.q
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Louisville Gas and Electric Company

P.S.C. Electric No. 9, First Revision of Original Sheet No. 86.7
Canceling P.S.C. Electric No. 9, Original Sheet No. 86.7

DSM
Demand-Side Management Cost Recovery Mechanism

Adjustment Clause

A4
Customer Education and Public Information
Jhis_program, helps customers make sound energy-use decisions, increase control over

energy bills and empower them to actively manage their energy usage. Customer Education

2an elementary- and middle-school program, and training for home construction professionals.

and Public Information is accomplished through three processes: a mass-media campaign,

\

The mass media campaign includes public-service advertisements that encourage customers
to implement steps to reduce their energy usage. The elementary and middle school
program provides professional development and innovative materials to K-8 schools to teach
concepts such as basic energy and energy efficiency concepts._ The training for home
construction professionals provides education about new building codes, standards and
energy efficient construction practices which support high performance residential
construction.

v

School Energy Management Program

The School Energy Management program will facilitate the hiring and retention of qualified
trained energy specialists by public school districts to support facilitation of energy efficiency
measures for public and independent schools under KRS 160.325

Commercial Advanced Metering Systems Incentives:
The following Demand Side Management offering is available to residential customers receiving
service from the Company on the GS Rate Schedule.

Advanced Metering Systems

The Advanced Metering Systems offering is designed to provide energy consumption data to
customers on a more frequent basis than is traditionally available through monthly billing.
The Program employs advanced meters to communicate hourly consumption data to
customers through a website.

DATE OF ISSUE:  January 17, 2014

Moved up [2]: Commercial Conservation
(Energy Audits) / Commercial Incentives{

The Commercial Conservation /
Commercial Inventive Program is designed
to provide energy efficiency opportunities
for the Companies’ commercial class
customers through energy audits and to
increase the implementation of energy
efficiency measures by providing financial
incentives to assist with the replacement of
aging and less efficient equipment.
Incentives available to all commercial
customers are based upon a $100 per kW
removed for calculated efficiency
improvements. A prescriptive list provides
customers with incentive values for various
efficiency improvements projects.
Additionally, a custom rebate is available
based upon company engineering
validation of sustainable kW removed.{

Deleted: Commercial HVAC Diagnostics

and Tune Up Program{

The Commercial HVAC Diagnostic and
Tune-up program targets customers with
HVAC system performance issues. There

are no incentives paid directly to customers.
Customers are charged a discounted, fixed-

fee for the diagnosis and if needed, a
similar fee for implementation of corrective

actions. Thus, the program pays the portion

of diagnostic and tune-up cost in excess of
the customer charge below. The customer
cost is as follows:{

<#>Customer cost is $50 per unit for
diagnostics test]

<#>Customer cost is $100 per unit for tune-
upf
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Deleted: Dealer Referral Network{

The Dealer Referral Network assists
customers in identifying qualified service
providers to install energy efficiency
improvements recommended and/ or
subsidized by the various energy efficiency
programs.{
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Louisville Gas and Electric Company

P.S.C. Electric No. 9, Fourth Revision of Original Sheet No. 86.8

Canceling P.S.C. Electric No. 9, Third Revision of Original Sheet No. 86.8

Adjustment Clause

DSM

Demand-Side Management Cost Recovery Mechanism

Current Program Incentive Structures

Residential Load Management / Demand Conservation
Switch Option:

$5/month  bill credit for June, July, August, and September per air

conditioning unit or heat pump on single family home.
$2/month bill credit for June, July, August, and September per electric water

heater (40 gallon minimum) or swimming pool pump on single family home.
If new customer registers by May 31, 2014, then a $25 gift card per air-
conditioning unit, heat pump, water,heater (40 gallon minimum) and/or

swimming pool pump switch installed.
o Customers in a tenantjandlord relationship will receive the entire

$25 new customer incentive.

Multi-family Option:

Tenant - $2/month bill credit per customer for June, July, August, and T{

September per air conditioning unit, heat pump, or water heater (40 gallon
minimum).

Entire Complex Enrollment — Property owner receives $2/month incentive per
air conditioning or heat pump switch to the premise owner for June, July,
August, and September.

If new customer registers by May 31, 2014, then a $25 gift card per air-
conditioning unit or heat pump installed, where:

o Customers in a tenant/property owner relationship where the entire
complex participates, the property owner will receive a $25 bonus
incentive per air conditioning unit, heat pump, or water heater (40
gallon minimum).

o Customers in a tenantsJandlord relationship where only a portion of

the complex participates, the tenant will receive a $25 gift card new
customer incentive.

Residential Refrigerator Removal Program
The program provides $50 per working refrigerator or freezer.
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Moved up [3]: School Energy
Management Programf{

The School Energy Management program
will facilitate the hiring and retention of
qualified, trained energy specialists by
public school districts to support facilitation
of energy efficiency measures for public
and independent schools under KRS
160.325
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Louisville Gas and Electric Company

P.S.C. Electric No. 9, Second Revision of Original Sheet No. 86.9 /{ Deleted: First

Canceling P.S.C. Electric No. 9, First Revision of Original Sheet No. 86.9
Adjustment Clause DSM
Demand-Side Management Cost Recovery Mechanism

Commercial Load Management / Demand Conservation

Switch Option

e $5 per month bill credit for June, July, August, and September for air '{ Deleted: &

conditioning units up to 5 tons. An additional $1 per month bill credit for
each additional ton of air conditioning above 5 tons based upon unit rated
capacity.

Customer Equipment Interface Option
The Company will offer a Load Management / Demand Response program tailored
to a commercial customer’s ability to reduce load. Program participants must

commit to a minimum of 50 kW demand reduction per control event. P Deleted: The Company will continue to
e $25 per kW for verified load reduction during June, July, August, and enroll program participants until 10MW
September. curtailable load is achieved.
e The customer will have access to at least hourly load data for every month Deleted: &

of the year which they remain enrolled in the program.
e Additional customer charges may be incurred for metering equipment
necessary for this program at costs under other tariffs.
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Louisville Gas and Electric Company

P.S.C. Electric No. 9, Fourth Revision of Original Sheet No. 86.10

Canceling P.S.C. Electric No. 9, Third Revision of Original Sheet No. 86.10
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Adjustment Clause DSM
Demand-Side Management Cost Recovery Mechanism

Monthly Adjustment Factors

Residential Rate RS, Volunteer
Fire Department Rate VFD, and
Low Emission Vehicle Service Rate LEV

DSM Cost Recovery Component (DCR)
DSM Revenues from Lost Sales (DRLS)
DSM Incentive (DSMI)
DSM Capital Cost Recovery Component (DCCR)
DSM Balance Adjustment (DBA)
| Total DSMRC for Rates RS, VFD, and LEV

General Service Rate GS

DSM Cost Recovery Component (DCR)
DSM Revenues from Lost Sales (DRLS)
DSM Incentive (DSMI)
| DSM Capital Cost Recovery Component (DCCR)
DSM Balance Adjustment (DBA)
| Total DSMRC for Rate GS

Commercial Customers Served Under Power Service Rate PS

DSM Cost Recovery Component (DCR)

DSM Revenues from Lost Sales (DRLS)

DSM Incentive (DSMI)

DSM Capital Cost Recovery Component (DCCR)
DSM Balance Adjustment (DBA)

Total DSMRC for Rate PS

Commercial Customers Served Under Time-of-Day
Secondary Service Rate TODS and Commercial
Time-of-Day Primary Service Rate CTODP

| DSM Cost Recovery Component (DCR)
DSM Revenues from Lost Sales (DRLS)
DSM Incentive (DSMI)

| DSM Capital Cost Recovery Component (DCCR)
DSM Balance Adjustment (DBA)

| Total DSMRC for Rates TODS, and CTODP

Energy Charge
$ 0.00170Q, per kWh

$ 0.00164, per kWh

—JJ{ Deleted: Second

Deleted: 0.00192

$ 0.00008, per kWh

Deleted: 0.00144

$ 0.00138, per kWh

Deleted: 0.00009

$ (0.00012) per kWh
$ 0.00468, per kWh

Energy Charge
$ 0.00075, per kWh

$ 0.00200, per kwWh

L
~{_Deleted: 0.00106
[ Deleted: 0.00439

o

_F_ Deleted: 0.00089

$ 0.00004 per kWh
$ 0.00011, per kWh

$ (0.00004) per kWh
$ 0.00286, per kWh

Energy Charge
$ 0.00029, per kWh

$ 0.00067, per kWh

*{ Deleted: 0.00199

Deleted: 0.00004
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//F( Deleted: 0.00292

Deleted: 0.00033

$ 0.00001, per kWh

it
i Deleted: 0.00066

$ 0.00024, per kWh

Deleted: 0.00002

$ 0.00002 per kWh
$ 0.00123, per KWh

Energy Charge
$ 0.00022, per kWh

$ 0.00046 per kWh
$ 0.00001 per kWh
$ 0.00003, per kWh

$ (0.00002) per kWh
$ 0.0007Q, per kWh
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Louisville Gas and Electric Company

P.S.C. Gas No. 9, Second Revision of Original Sheet No. 86.4
Canceling P.S.C. Gas No. 9, First Revision of Original Sheet No. 86.4

Adjustment

Clause DSM
Demand-Side Management Cost Recovery Mechanism

PROGRAMMATIC CUSTOMER CHARGES

Residential Customer Program Participation Incentives:
The following Demand Side Management programs are available to residential customers
receiving service from the Company on the RGS and VFD Standard Gas Rate Schedules.

Residential Conservation / Home Energy Performance Program

The on-site audit offers a comprehensive audit from a certified auditor and incentives for
residential customers to support the implementation of energy saving measures for a fee
of $25. Customers are eligible for incentives ranging from $150 to $1,000 based on
customer purchased and installed energy efficiency measures and validated through a
follow-up test.

Residential Low Income Weatherization Program (WeCare)

The Residential Low Income Weatherization Program (WeCare) is an education and
weatherization program designed to reduce energy consumption of LG&E’s low-income
customers. The program provides energy audits, energy education, and blower door
tests, and installs weatherization and energy conservation measures. Qualified customers
could receive energy conservation measures ranging from $0 to $2,100 based upon the
customer’s most recent twelve month energy usage and results of an energy audit.

Smart Energy Profile

The Smart Energy Profile Program provides a portion of LG&E’s highest consuming
residential customers with a customized report of tips, tools and energy efficiency
programming recommendations based on individual household energy consumption.
These reports are benchmarked against similar local properties. The report will help
the customer understand and make better informed choices as it relates to energy
usage and the associated costs. Information presented in the report will include a
comparison of the customer’s energy usage to that of similar houses (collectively) and
a comparison to the customer’s own energy usage in the prior year.
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Louisville Gas and Electric Company

P.S.C. Gas No. 9, Second Revision of Original Sheet No. 86.5
Canceling P.S.C. Gas No. 9, First Revision of Original Sheet No. 86.5

Adjustment Clause DSM

Demand-Side Management Cost Recovery Mechanism

Customer Education and Public Information

This program helps customers make sound energy-use decisions, increase control
over energy bills and empower them to actively manage their energy usage. Customer
Education and Public Information is accomplished through three processes: a mass-
media campaign and an elementary- and middle-school program, and training for
home construction professionals. The mass media campaign includes public-service
advertisements that encourage customers to implement steps to reduce their energy
usage. The elementary and middle school program provides professional development
and innovative materials to K-8 schools to teach concepts such as basic energy and
energy efficiency concepts. The training for home construction professionals provides
education about new building codes, standards and energy efficient construction
practices which support high performance residential construction.

Commercial Customer Program Participation Incentives:

The following Demand Side Management programs are available to commercial customers
receiving service from the Company on the CGS, IGS, AAGS, FT, TS, and TS-2 Standard
Gas Rate Schedules and Riders.

Customer Education and Public Information

This program helps customers make sound energy-use decisions, increase control over
energy bills and empower them to actively manage their energy usage. Customer
Education and Public Information is accomplished through three processes: a mass-media
campaign, an elementary- and middle-school program, and training for home construction
professionals. The mass media campaign includes public-service advertisements that
encourage customers to implement steps to reduce their energy usage. The elementary
and middle school program provides professional development and innovative materials to
K-8 schools to teach concepts such as basic energy and energy efficiency concepts. The
training for home construction professionals provides education about new building codes,
standards and energy efficient construction practices which support high performance
residential construction.
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Louisville Gas and Electric Company

P.S.C. Gas No. 9, Third Revision of Original Sheet No. 86.6
Canceling P.S.C. Gas No. 9, Second Revision of Original Sheet No. 86.6

Adjustment Clause DSM
Demand-Side Management Cost Recovery Mechanism

Monthly Adjustment Factors:

Residential Rate RGS and

Volunteer Fire Department Rate VFD Energy Charge
DSM Cost Recovery Component (DCR) $ 0.01798 per Ccf
DSM Revenues from Lost Sales (DRLS) $ 0.00473 per Ccf
DSM Incentive (DSMI) $ 0.00083 per Ccf
DSM Capital Cost Recovery Component (DCCR) $ 0.00000 per Ccf
DSM Balance Adjustment (DBA) $ 0.00104 per Ccf
Total DSMRC for Rates RGS and VFD $ 0.02458 per Ccf

Commercial Customers Served Under Firm Commercial
Gas Service Rate CGS, As-Available Gas Service Rate

AAGS, Firm Transportation Rate FT, Gas Transportation
Service/Standby Rider TS, and Gas Transportation

Service/Firm Balancing Service Rider TS-2 Energy Charge
DSM Cost Recovery Component (DCR) $ 0.00089 per Ccf
DSM Revenues from Lost Sales (DRLS) $ 0.00000 per Ccf
DSM Incentive (DSMI) $ 0.00000 per Ccf
DSM Capital Cost Recovery Component (DCCR) $ 0.00000 per Ccf
DSM Balance Adjustment (DBA) $ 0.00009 per Ccf
Total DSMRC for Rates CGS, AAGS, FT, TS, and TS-2 $ 0.00098 per Ccf

DATE OF ISSUE:  January 17, 2014
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Louisville Gas and Electric - Gas Service
DSMRC Summary

Rate Schedule

Residential Gas Service &
Volunteer Fire Dept. RGS & VFD

Commercial Gas Service,

As Available Gas Service,

Gas Transportation

Service/Standby, & Firm CGS, AAGS,
Transportation TS, &FT

Summary of Total DSM Recovery Component (DSMRC)
12-Month Period Beginning January 1, 2015

Capital Cost Recovery

Exhibit RMC-3



Louisville Gas and Electric - Gas Service
DCR Summary

Summary of DSM Revenues from DSM Cost Recovery Compenent (DCR)
12-Month Period Beginning January 1, 2015

Rate Schedule DSM DSM
Cost Recovery Estimated Cost Recovery
Total Amount Billing Determinants Component (DCR)

Residential Gas Service & RGS &
Volunteer Fire Dept. VFD $ 3,558,253 197,851,872  Ccf 1.798 ¢/Cecf

Commercial Gas Service, As
Available Gas Service, Gas

Transportation CGS,

Service/Standby, & Firm AAGS,

Transportation TS, & FT $ 92,079 103,300,925  Ccf 0.089 ¢/Cecf
Total DCR Amount $ 3,650,332

Program costs, which are categorized by residential and commercial must be allocated to the individual rate schedules. The first step, allocation
between gas and electric, and between LGE and KU, is shown on "DSM Budget Allocation" page.

Next, the DSM Program costs are further assigned to the rate schedules, which is the second and final step of the cost allocation process and is
shown on the "Calculation of DCR Component from Forecast Sales" page. The total amount to be collected for each rate class is divided by the
forecasted sales for that rate class to calculate the component rate in terms of ¢ / CCF.

Exhibit RMC-3
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Louisville Gas and Electric - Gas Service

DCR Summary

DSM Budget Allocation

Program Allocation 2015 Program Allocation 2015 Program Allocation 2015
Total of All Programs Development & Administration AMI/ Smart Grid
LGE: RS etal 28.4% 7,213,256 LGE: RS etal 24.7% 338,549 LGE: RS etal 0.0% 0
LGE: RGS et al 14.0% 3,558,253 LGE: RGS et al 20.4% 280,569 LGE: RGS et al 0.0% 0
LGE: GS 4.2% 1,067,338 LGE: GS 3.0% 41,432 LGE: GS 0.0% 0
LGE: PS 2.3% 588,465 LGE: PS 0.2% 2,497 LGE: PS 0.0% 0
LGE: CTOD et al 0.7% 186,979 LGE: CTOD et al 0.0% 147 LGE: CTOD et al 0.0% 0
LGE: CGSet al 0.4% 92,079 LGE: CGS et al 1.7% 23,426 LGE: CGS et al 0.0% 0
KU: RS etal 41.6% 10,565,686 KU: RS etal 41.3% 567,252 KU: RS etal 0.0% 0
KU: GS 5.2% 1,324,801 KU: GS 8.0% 110,228 KU: GS 0.0% 0
KU: AES 0.1% 35,467 KU: AES 0.1% 850 KU: AES 0.0% 0
KU: PS etal 3.1% 780,415 KU: PS etal 0.6% 8,290 KU: PS et al 0.0% 0
Total 100.0% 25,412,739 Total 100.0% 1,373,240 Total 0.0% 0
Residential Audit Residential Construction Commercial Audit
LGE: RS etal 29.4% 662,078 LGE: RS etal 0.0% 0 LGE: RS etal 0.0% 0
LGE: RGS et al 20.6% 465,468 LGE: RGS et al 0.0% 0 LGE: RGS et al 0.0% 0
LGE: GS 0.0% 0 LGE: GS 0.0% 0 LGE: GS 27.1% 904,846
LGE: PS 0.0% 0 LGE: PS 0.0% 0 LGE: PS 17.3% 577,632
LGE: CTOD et al 0.0% 0 LGE: CTOD et al 0.0% 0 LGE: CTOD et al 5.6% 186,979
LGE: CGS et al 0.0% 0 LGE: CGS et al 0.0% 0 LGE: CGS et al 0.0% 0
KU: RS etal 50.0% 1,127,546 KU: RS etal 0.0% 0 KU: RS etal 0.0% 0
KU: GS 0.0% 0 KU: GS 0.0% 0 KU: GS 26.7% 891,490
KU: AES 0.0% 0 KU: AES 0.0% 0 KU: AES 0.9% 30,050
KU: PS et al 0.0% 0 KU: PS etal 0.0% 0 KU: PS et al 22.4% 747,917
Total 100.0% 2,255,093 Total 0.0% 0 Total 100.0% 3,338,915
Residential WeCare Residential Demand Commercial HVAC
LGE: RS etal 19.3% 954,634 LGE: RS etal 0.0% 0 LGE: RS etal 0.0% 0
LGE: RGS et al 30.7% 1,518,754 LGE: RGS et al 0.0% 0 LGE: RGS et al 0.0% 0
LGE: GS 0.0% 0 LGE: GS 0.0% 0 LGE: GS 0.0% 0
LGE: PS 0.0% 0 LGE: PS 0.0% 0 LGE: PS 0.0% 0
LGE: CTOD et al 0.0% 0 LGE: CTOD et al 0.0% 0 LGE: CTOD et al 0.0% 0
LGE: CGS et al 0.0% 0 LGE: CGS et al 0.0% 0 LGE: CGS et al 0.0% 0
KU: RS etal 50.0% 2,473,388 KU: RS etal 0.0% 0 KU: RS etal 0.0% 0
KU: GS 0.0% 0 KU: GS 0.0% 0 KU: GS 0.0% 0
KU: AES 0.0% 0 KU: AES 0.0% 0 KU: AES 0.0% 0
KU: PS et al 0.0% 0 KU: PS etal 0.0% 0 KU: PS et al 0.0% 0
Total 100.0% 4,946,777 Total 0.0% 0 Total 0.0% 0
Residential Lighting Responsive Smart Meters Commerical Demand
LGE: RS etal 0.0% 0 LGE: RS etal 0.0% 0 LGE: RS etal 0.0% 0
LGE: RGS et al 0.0% 0 LGE: RGS et al 0.0% 0 LGE: RGS et al 0.0% 0
LGE: GS 0.0% 0 LGE: GS 0.0% 0 LGE: GS 0.0% 0
LGE: PS 0.0% 0 LGE: PS 0.0% 0 LGE: PS 0.0% 0
LGE: CTOD et al 0.0% 0 LGE: CTOD et al 0.0% 0 LGE: CTOD et al 0.0% 0
LGE: CGS et al 0.0% 0 LGE: CGS et al 0.0% 0 LGE: CGS et al 0.0% 0
KU: RS etal 0.0% 0 KU: RS etal 0.0% 0 KU: RS etal 0.0% 0
KU: GS 0.0% 0 KU: GS 0.0% 0 KU: GS 0.0% 0
KU: AES 0.0% 0 KU: AES 0.0% 0 KU: AES 0.0% 0
KU: PS etal 0.0% 0 KU: PS etal 0.0% 0 KU: PS et al 0.0% 0
Total 0.0% 0 Total 0.0% 0 Total 0.0% 0
Residential HVAC Dealer Referral Network Education & Information
LGE: RS etal 0.0% 0 LGE: RS etal 0.0% 0 LGE: RS etal 24.7% 996,770
LGE: RGS et al 0.0% 0 LGE: RGS et al 0.0% 0 LGE: RGS et al 20.4% 826,062
LGE: GS 0.0% 0 LGE: GS 0.0% 0 LGE: GS 3.0% 121,985
LGE: PS 0.0% 0 LGE: PS 0.0% 0 LGE: PS 0.2% 7,351
LGE: CTOD et al 0.0% 0 LGE: CTOD et al 0.0% 0 LGE: CTOD et al 0.0% 433
LGE: CGS et al 0.0% 0 LGE: CGS et al 0.0% 0 LGE: CGS et al 1.7% 68,971
KU: RS etal 0.0% 0 KU: RS etal 0.0% 0 KU: RS etal 41.3% 1,670,125
KU: GS 0.0% 0 KU: GS 0.0% 0 KU: GS 8.0% 324,537
KU: AES 0.0% 0 KU: AES 0.0% 0 KU: AES 0.1% 2,503
KU: PS et al 0.0% 0 KU: PS etal 0.0% 0 KU: PS et al 0.6% 24,407
Total 0.0% 0 Total 0.0% 0 Total 100.0% 4,043,146
Residential Incentives Residential Frig Removal Residential Smart Energy Profile
LGE: RS etal 50.0% 2,054,137, |LGE:RSetal 50.0% 1,018,363  LGE:RSetal 35.8% 1,183,779
LGE: RGS et al 0.0% 0 LGE: RGS et al 0.0% 0 LGE: RGS et al 14.2% 471,505
LGE: GS 0.0% 0 LGE: GS 0.0% 0 LGE: GS 0.0% 0
LGE: PS 0.0% 0 |LGE:PS 0.0% 0 LGE: PS 0.0% 0
LGE: CTOD et al 0.0% 0 LGE: CTOD et al 0.0% 0 LGE: CTOD et al 0.0% 0
LGE: CGS etal 0.0% 0 |LGE:CGSetal 0.0% 0 LGE:CGSetal 0.0% 0
KU: RS etal 50.0% 2,054,137 KU: RS etal 50.0% 1,018,363 KU: RS etal 50.0% 1,655,284
KU: GS 0.0% 0 KU:GS 0.0% 0 KU:GS 0.0% 0
KU: AES 0.0% 0 KU: AES 0.0% 0 KU: AES 0.0% 0
KU: PS et al 0.0% 0 KU: PS etal 0.0% 0 KU: PS et al 0.0% 0
Total 100.0% 4,108,275 Total 100.0% 2,036,726 Total 100.0% 3,310,567
Exhibit RMC-3
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Louisville Gas and Electric - Gas Service

DCR Summary

Forecast Sales
Ccf

January 2015
February 2015
March 2015
April 2015

May 2015

June 2015

July 2015
August 2015
September 2015
October 2015
November 2015

December 2015

Total

Total Program Costs

DCR Factor in ¢ per Ccf

Calculation of DCR Component from Forecast Sales

12-Month Period Beginning January 1, 2015

Residential
Gas Service

RGS et al

38,868,753

37,572,880

29,784,730

17,537,252

8,014,368

4,016,242

3,409,633

3,509,545

4,190,036

6,797,168

15,463,271

28,687,994

197,851,872

$ 3,558,253

1.798

Commercial
Gas Service

CGS etal

18,973,742

18,594,103

14,239,980

9,281,404

4,662,757

3,519,914

2,959,098

2,867,563

2,995,211

3,991,055

7,420,188

13,795,910

103,300,925

92,079

0.089

Exhibit RMC-3
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Louisville Gas and Electric - Gas Service
DRLS Summary

Summary of DSM Revenues from DSM Lost Sales Compenent (DRLS)
12-Month Period Beginning January 1, 2015

Rate Schedule Lost DSM Revenue from
Net Revenues Estimated Lost Sales
Total Amount Billing Determinants Component (DRLS)

Residential Gas Service & RGS &
Volunteer Fire Dept. VFD $ 935,777 197,851,872 Ccf 0.473 ¢/Ccf

Commercial Gas Service, As
Available Gas Service, Gas

Transportation CGS,

Service/Standby, & Firm AAGS,

Transportation TS, & FT $ - 103,300,925 Ccf 0.000 ¢/Ccf
Total DRLS Amount $ 935,777

Exhibit RMC-3
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Louisville Gas and Electric - Gas Service

DRLS Summary

Forecast Sales
Ccf

January 2015
February 2015
March 2015
April 2015

May 2015

June 2015

July 2015
August 2015
September 2015
October 2015
November 2015

December 2015

Total

Total Gas Savings
Non-variable Revenue per Ccf

Lost Net Revenue

DRLS Factor in ¢ per Ccf

Calculation of DRLS Component from Forecast Sales

12-Month Period Beginning January 1, 2015

Residential Commercial
Gas Service Gas Service
RGS et al CGS et al

38,868,753 18,973,742
37,572,880 18,594,103
29,784,730 14,239,980
17,537,252 9,281,404
8,014,368 4,662,757
4,016,242 3,619,914
3,409,633 2,959,098
3,509,545 2,867,563
4,190,036 2,995,211
6,797,168 3,991,055
15,463,271 7,420,188
28,687,994 13,795,910
197,851,872 103,300,925

3,541,928 -
0.2642 0.2100
$ 935,777 $ -
0.473 0.000

Exhibit RMC-3
Page 6 of 13



Louisville Gas and Electric - Gas Service
DSMI Summary

Summary of DSM Revenues from DSM Incentive Component (DSMI)

12-Month Period Beginning January 1, 2015

Rate Schedule DSM DSM
Incentive Estimated Incentive
Total Amount Billing Determinants Component (DSMI)

Residential Gas Service & RGS &
Volunteer Fire Dept. VFD $ 163,906 197,851,872 Ccf 0.083 ¢/Ccf

Commercial Gas Service, As
Available Gas Service, Gas

Transportation CGS,

Service/Standby, & Firm AAGS,

Transportation TS, & FT $ - 103,300,925 Ccf 0.000 ¢/Ccf
Total DSMI Amount $ 163,906

Incentives for each individual program is calculated as 15% of Net Resource Benefits (as specified in the California Standardized Tests) capped
at 5% of program costs. The incentive by programs is then allocated across the rate classes using the same method as the cost recovery
component.

Exhibit RMC-3
Page 7 of 13



Louisville Gas and Electric - Gas Service

DSMI Summary

Forecast Sales
Ccf

January 2015
February 2015
March 2015
April 2015

May 2015

June 2015

July 2015
August 2015
September 2015
October 2015
November 2015

December 2015

Total

Total Program Incentive

DSMI Factor in ¢ per Ccf

Calculation of DSMI Component from Forecast Sales

12-Month Period Beginning January 1, 2015

Residential
Gas Service

RGS et al

38,868,753

37,572,880

29,784,730

17,537,252

8,014,368

4,016,242

3,409,633

3,509,545

4,190,036

6,797,168

15,463,271

28,687,994

197,851,872

$ 163,906

0.083

Commercial
Gas Service

CGS etal

18,973,742

18,594,103

14,239,980

9,281,404

4,662,757

3,519,914

2,959,098

2,867,563

2,995,211

3,991,055

7,420,188

13,795,910

103,300,925

0.000

Exhibit RMC-3
Page 8 of 13



Louisville Gas and Electric - Gas Service
DCCR Summary

Summary of DSM Revenues from DSM Capital Cost Recovery (DCCR)
12-Month Period Beginning January 1, 2015

Rate Schedule DSM
Capital Cost Recovery Estimated
Total Amount Billing Determinants

Residential Gas Service & RGS &
Volunteer Fire Dept. VFD $ - 197,851,872 Ccf

Commercial Gas Service, As
Available Gas Service, Gas

Transportation CGS,

Service/Standby, & Firm AAGS,

Transportation TS, & FT $ - 103,300,925 Ccf
Total DCCR Amount $ -

DSM
Capital Cost Recovery
Component (DCCR)
0.000 ¢/Ccf
0.000 ¢/Ccf

The DSM Capital Cost Recovery (DCCR), allows the Companies’ to earn an approved rate of return on equity exclusively for the capital expenditures.

The Companies' return on equity is equal to 10.50%.

Exhibit RMC-3
Page 9 of 13



Louisville Gas and Electric - Gas Service

DCCR Summary

Calculation of Total E(m) and Juridictional Surcharge Billing Factor

12-Month Period Beginning January 1, 2015

Calculation of Total E(m)

E(m) = [(RB) (ROR+(ROR - DR)(TR/(1-TR)))] + OE, where

DSM Plans

E(m) by Rate Class

Gas

RB = DSM Rate Base

ROR = Rate of Return on the DSM Rate Base

DR = Debt Rate (both short-term and long-term debt)
TR = Composite Federal & State Income Tax Rate
OE = Operating Expenses

RB

(ROR + (ROR - DR) (TR / (1 - TR)))

Return on Rate Base

OE

E(m)

Residential Service RGS et al
Commercial Gas Service CGSetal
Total

$ 0
7.40%
1.46%
38.90%
$ 0
11.18%
$ 0
$ 0
$ -
$ -
$ -
$ -
Exhibit RMC-3
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Louisville Gas and Electric - Gas Service
DCCR Summary

Calculation of Base Rate and Operating Expense

12-Month Period Beginning January 1, 2015

Determination of DSM Rate Base

Eligible Plant / Capital Expenditures In Service $ 0
Eligible Accumulated Depreciation $ 0
CWIP Amount Excluding AFUDC $ 0
Eligible Net Plant / Capital Expenditures In Service $ 0
Deferred Tax Balance as of January 1, 2015 $ 0
Yearly Depreciation Expense $ 0
Yearly Property Tax Expense $ 0
Total $ 0

Determination of DSM Operating Expenses

0&M Depreciation Expense Property Tax Expense
Demand Load Conservation Residential $ -3 - 0% -
Commercial $ -3 - 3 -
Total $ - 8 - $ -
0o&M Depreciation Expense  Property Tax Expense
AMI / Smart Grid Residential $ -3 - 0% -
Commercial $ -3 -3 -
Total $ - 8 - 3% -
Total Operating Expenses
Residential $ -
Commercial $ -
Total Operating Expenses Total $ -

Exhibit RMC-3
Page 11 of 13



Louisville Gas and Electric - Gas Service
DCCR Summary

Calculation of DCCR Component from Forecast Sales

12-Month Period Beginning January 1, 2015

Forecast Sales Residential
Ccf Gas Service
RGS et al

January 2015 38,868,753
February 2015 37,572,880
March 2015 29,784,730
April 2015 17,537,252
May 2015 8,014,368
June 2015 4,016,242
July 2015 3,409,633
August 2015 3,509,545
September 2015 4,190,036
October 2015 6,797,168
November 2015 15,463,271
December 2015 28,687,994
Total 197,851,872
Total DCCR Program Component $ -
DCCR Factor in ¢ per Ccf 0.000

Commercial
Gas Service

CGS etal

18,973,742

18,594,103

14,239,980

9,281,404

4,662,757

3,519,914

2,959,098

2,867,563

2,995,211

3,991,055

7,420,188

13,795,910

103,300,925

0.000

Exhibit RMC-3
Page 12 of 13



Louisville Gas and Electric - Gas Service
DCCR Summary

Rate Base by Program
12-Month Period Beginning January 1, 2015

Rate Base by Program

Demand Load Conservation Residential $
Commercial $
Total $
AMI / Smart Grid Residential $
Commercial $
Total $

Allocation between Residential and Commercial

Residential $
Commercial $
Total $
Exhibit RMC-3
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Louisville Gas and Electric Company
Gas Tariffs
Red-line Version

Exhibit RMC-3
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Adjustment Clause DSM
Demand-Side Management Cost Recovery Mechanism

PROGRAMMATIC CUSTOMER CHARGES

Residential Customer Program Participation Incentives:
The following Demand Side Management programs are available to residential customers
receiving service from the Company on the RGS and VFD Standard Gas Rate Schedules.

Residential Conservation / Home Energy Performance Program

The on-site audit offers a comprehensive audit from a certified auditor and incentives for
residential customers to support the implementation of energy saving measures for a fee
of $25. Customers are eligible for incentives yanging from $150 to $1,000 based on

customer purchased and installed energy efficiency measures and validated through a
follow-up test.

Residential Low Income Weatherization Program (WeCare)

The Residential Low Income Weatherization Program (WeCare) is an education and
weatherization program designed to reduce energy consumption of LG&E's low-income
customers. The program provides energy audits, energy education, and blower door
tests, and installs weatherization and energy conservation measures. Qualified customers
could receive energy conservation measures ranging from $0 to $2,100 based upon the
customer’s most recent twelve month energy usage and results of an energy audit.

Smart Energy Profile

The Smart Energy Profile Program provides a portion of LG&E’s highest consuming
residential customers with a customized report of tips, tools and energy efficiency
programming recommendations based on individual household energy consumption.
These reports are benchmarked against similar local properties, The report will help

Deleted: of $500 or

the customer understand and make better informed choices as it relates to energy
usage and the associated costs. Information presented in the report will include a
comparison of the customer’s energy usage to that of similar houses (collectively) and
a comparison to the customer’s own energy usage in the prior year.
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take advantage of technical training
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potential customers and receive incentives
to help offset costs when including more 1
energy-efficient features during home
construction. LG&E will reimburse the
cost of plan reviews and inspection costs
related to an Energy Star or HERS home
certification.
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Louisville Gas and Electric Company

P.S.C. Gas No. 9, Second Revision of Original Sheet No. 86.5 ,,,//[Deleted: First

Canceling P.S.C. Gas No. 9, First Revision of Original Sheet No. 86.5

Adjustment Clause DSM
Demand-Side Management Cost Recovery Mechanism
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Customer Education and Public Information
| Jhis _program, helps customers make sound energy-use decisions, increase control

Education and Public Information is accomplished through jhree processes: a mass-
media campaign and an elementary- and middle-school program, and training for
home construction professionals. The mass media campaign includes public-service
advertisements that encourage customers to implement steps to reduce their energy
usage. The elementary and middle school program provides professional development
and innovative materials to K-8 schools to teach concepts such as basic energy and
energy efficiency concepts._The training for home construction professionals provides
education about new building codes, standards and energy efficient construction
practices which support high performance residential construction.

Commercial Customer Program Participation Incentives:

The following Demand Side Management programs are available to commercial customers
receiving service from the Company on the CGS, IGS, AAGS, FT, TS, and TS-2 Standard
Gas Rate Schedules and Riders.

Customer Education and Public Information
Jhis program, helps customers make sound energy-use decisions, increase control over

PROGRAMMATIC CUSTOMER CHARGES
(continued)
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over energy bills and empower them to actively manage their energy usage. Customer \{
T
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Deleted: Dealer Referral Network{

The Dealer Referral Network assists
customers in identifying qualified service
providers to install energy efficiency
improvements recommended and/ or
subsidized by the various energy efficiency
programs.
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Adjustment Clause DSM

Demand-Side Management Cost Recovery Mechanism

Monthly Adjustment Factors:

Residential Rate RGS and
Volunteer Fire Department Rate VFD

DSM Cost Recovery Component (DCR)

DSM Revenues from Lost Sales (DRLS)

DSM Incentive (DSMI)

DSM Capital Cost Recovery Component (DCCR)
DSM Balance Adjustment (DBA)

Total DSMRC for Rates RGS and VFD

Commercial Customers Served Under Firm Commercial
Gas Service Rate CGS, As-Available Gas Service Rate
AAGS, Firm Transportation Rate FT, Gas Transportation
Service/Standby Rider TS, and Gas Transportation
Service/Firm Balancing Service Rider TS-2

DSM Cost Recovery Component (DCR)

DSM Revenues from Lost Sales (DRLS)

DSM Incentive (DSMI)

DSM Capital Cost Recovery Component (DCCR)

DSM Balance Adjustment (DBA)

Total DSMRC for Rates CGS, AAGS, FT, TS, and TS-2

Energy Charge

$ 0.01798, per Ccf
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Energy Charge

$ 0.00089
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$ 0.00009
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per Ccf
per Ccf
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Please state your name, position and business address.

My name is Michael E. Hornung. | am the Manager, Energy Efficiency
Planning/Development, for LG&E and KU Services Company, which provides
services to Louisville Gas and Electric Company (“LG&E”) and Kentucky Utilities
Company (“KU”) (collectively “Companies”). My business address is 220 West
Main Street, Louisville, Kentucky. A complete statement of my education and work
experience is attached to this testimony as Appendix A.

Have you ever testified before the Commission?

Yes, | testified before the Commission most recently in Case No. 2011-00134
concerning the review, modification, continuation, and addition of new demand-side
management and energy efficiency (“DSM/EE”) programs.’ In addition, | have
assisted with preparing responses to interrogatories and reports to the Commission
and the Virginia State Corporation Commission.

What is the purpose of your testimony?

The purpose of my testimony is to describe the historical performance of the
Companies’ DSM/EE programs and the Companies’ proposed modifications to those
programs to assist customers with their energy usage. Also, | describe the processes
and studies the Companies used to develop the proposed modifications.

Are you sponsoring any exhibits to your testimony?

Yes, attached to my testimony are Exhibits MEH-1, MEH-2, and MEH-3. Exhibit
MEH-1 is the Companies’ 2015-2018 Demand-Side Management and Energy

Efficiency Program Plan (“Proposed DSM/EE Program Plan”), which discusses the

! In the Matter of: Joint Application of Louisville Gas and Electric Company and Kentucky Utilities Company
for Review, Modification, and Continuation of Existing, and Addition of New Demand-Side Management and
Energy-Efficiency Programs, Case No. 2011-00134, Direct Testimony of Michael E. Hornung (April 14, 2011).
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historical performance of the Companies’ DSM/EE programming, describes the
process by which the Companies developed the Proposed DSM/EE Program Plan,
and presents the analyses supporting the plan. David E. Huff is co-sponsoring
Exhibit MEH-1.

Exhibit MEH-2 is the Louisville Electric and Gas/Kentucky Utility Company
DSM Program Review (“Program Review”) by The Cadmus Group, Inc. (*Cadmus”).
The Companies engaged Cadmus for the purpose of providing an independent review
of the Companies’ existing DSM/EE portfolio and providing recommendations about
economical portfolio enhancements. The Program Review provides analysis that
independently supports enhancing some DSM/EE programs and allowing others to
expire.

Exhibit MEH-3 is the Energy and Efficiency Potential Study (“EE Potential
Study™), also by Cadmus. The EE Potential Study explores the potential of energy
efficiency programming in the Companies’ service territory and quantifies the amount
of energy and demand that could be saved in the Companies’ service territory from

2014 to 2033.

Explanation of DSM/EE Programs and the Companies’ History with Them

Please provide a brief history of the Companies’ DSM/EE programs.

The Companies have a nearly 20-year history with DSM/EE programs. In 1994, the
Companies implemented their initial DSM/EE programs based on the input from their
Energy Efficiency Advisory Group (“EE Advisory Group”). Since then, the
Companies have worked with their EE Advisory Group to grow and improve the

Companies’ DSM/EE programs in five subsequent DSM/EE filings.  The
3
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Commission approved the Companies’ previous DSM/EE proposals in 1994, 1996,
1998, 2001, 2008, and 2011.

Today, the Companies have a suite of successful DSM/EE programs, which
the Commission approved in its November 9, 2011 Order in Case No. 2011-00134.?
The Companies’ current DSM/EE programs and the dates through which the
Commission has approved them are:

Approved through the end of 2018

Smart Energy Profile Program

Residential Refrigerator Removal Program

Residential Incentive Program

Program Development and Administration

Residential Conservation/Home Energy Performance Program
Residential Low Income Weatherization Program (“WeCare”)
Residential and Commercial Load Management/Demand Conservation
Commercial Conservation/Commercial Incentives Program

Approved through the end of 2014

Residential High Efficiency Lighting

Residential New Construction

Residential and Commercial HVAC Diagnostic and Tune-up
Customer Education and Public Information

Dealer Referral Network

Q. How have the Companies’ current DSM/EE programs performed to date?

2 In the Matter of: Joint Application of Louisville Gas and Electric Company and Kentucky Utilities Company
for Review, Modification, and Continuation of Existing, and Addition of New Demand-Side Management and
Energy-Efficiency Programs, Case No. 2011-00134, Order (Nov. 9, 2011).
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Through November 2013, the Companies’ DSM/EE programs have produced
cumulative energy and gas savings of approximately 650 GWh and 2 million ccf,

along with a cumulative demand reduction of 331 MW.

Demand-Side Management/Enerqy Efficiency Programs Review

Have the Companies reviewed their DSM/EE programming on an ongoing
basis?

Yes, the Companies have continued to evaluate their current DSM/EE programming
and actively engage in a continuous improvement process for programming and
practice evaluation, measurement, and verification (“EM&V”). Ongoing EM&V
provides opportunities for continuous review and increasingly beneficial
programming. Furthermore, the Companies have commissioned studies to evaluate
the impacts of current DSM/EE programming and the future potential of their
proposed DSM/EE programming.’

Has any research been conducted to understand the market potential for energy-
efficiency programming in the service territory?

Yes, the Companies commissioned Cadmus to conduct the EE Potential Study as

ordered by the Commission in Case No. 2011-00375.* An accurate copy of the EE

® The Companies have commissioned two studies of their DSM/EE portfolio, the first performed by ICF
International in 2011 and the second performed by Cadmus in 2013. The Companies provided the first study to
the Commission in the Companies’ Application for their 2012-18 DSM/EE Plan in Case No. 2011-00134, In the
Matter of: Joint Application of Louisville Gas and Electric Company and Kentucky Utilities Company for
Review, Modification, and Continuation of Existing, and Addition of New Demand-Side Management and
Energy Efficiency Programs. The 2013 Cadmus study is attached to this testimony as Exhibit MEH-2.

* In the Matter of: Joint Application of Louisville Gas and Electric Company and Kentucky Utilities Company
for a Certificate of Public Convenience and Necessity and Site Compatibility Certificate for the Construction of
a Combined Cycle Combustion Turbine at the Cane Run Generating Station and the Purchase of Existing
Simple Combustion Turbine Facilities from Bluegrass Generation Company, LLC in LaGrange, Kentucky, Case

5
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Potential Study is attached hereto as Exhibit MEH-3. The EE Potential Study
explored the potential of energy efficiency programming in the Companies’ service
territory and quantified the amount of energy and demand that could be saved in the
Companies’ service territory from 2014 to 2033. The EE Potential Study focused
primarily on efficiency technologies and practices widely commercially available at
the time of the assessment, while accounting for known changes in codes and
standards, technical limitations, total resource cost effectiveness, and customers’
willingness to adopt efficiency measures.
Please briefly describe the results of the study and the impact on future energy-
efficiency programming by the Companies.
The EE Potential Study results indicate a range of 941 GWh to 1,478 GWh of
achievable electricity savings by 2033, representing 3.9% to 6.1% of retail sales in
2033, and a range of 15 million to 25 million therms of achievable natural gas savings
by 2033, representing 5% to 9% of retail sales in 2033. The EE Potential Study noted
also that, due to the Companies’ active marketing, advertising efforts, and
relationships with trade allies, the Companies are rapidly depleting the achievable
energy efficiency potential in their service territories. As the EE Potential Study
notes, the Companies are currently on track to exhaust their achievable energy
efficiency potential by 2018.

But the Companies’ rapid depletion of their currently achievable energy-
efficiency potential does not mean there is no need for ongoing DSM/EE program

planning. Program planning relies on assumptions about future market conditions,

No. 2011-00375, Order at 18-21 (May 3, 2012) (“[The Companies] shall file with the Commission the
[DSM/EE] potential or market characterization study as recommended in the ICF Report.”).
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achievable potential, and consumers’ behavior, all of which change over time. As the
programs continue to operate, the Companies will perform ongoing impact evaluation
focusing on quantifying the energy and demand savings and other economic benefits
of the DSM/EE portfolio. Therefore, the Companies will continue to monitor
marketplace changes and, after evaluation, request approval for additional or revised
programming as such programming becomes economical.

Review of the Companies’ Current and Proposed DSM/EE Portfolio

Do the Companies consult with other parties when determining which DSM/EE
programs to propose and implement?
Yes. As | noted above, the Companies retained Cadmus to analyze the Companies’
existing DSM/EE program portfolio for possible enhancements, additions, or
revisions. Cadmus performed its analysis with input from the Companies and their
EE Advisory Group, and drafted the Program Review to provide the results of its
analysis to the Companies. Cadmus performed the Program Review
contemporaneously with the EE Potential Study, and included a review of the
Companies’ existing programming, a gap analysis, and recommendations for
programming going forward. The objective of the Program Review was to provide
options for consideration to improve program efficiency, support program expansion,
or capture higher energy savings. Many of the recommendations presented in the
Program Review have been incorporated in the Proposed DSM/EE Program Plan.

In addition, the Companies met with their EE Advisory Group to obtain
feedback about existing, proposed, and new programming concepts. (The Companies
invited all members to attend all EE Advisory Group meetings, though not all

members attended all meetings.) The EE Advisory Group includes representatives
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from the Department of Energy Development and Independence, the Kentucky
Attorney General, community-action agencies, educational institutions, governmental
environmental protection agencies, and businesses.

In formulating this filing, the Companies held a meeting with the EE Advisory
Group in December 2012 to solicit feedback. The Companies discussed with the EE
Advisory Group their EE Potential Study and the efforts that were beginning to
develop internally as it related to the current DSM/EE portfolio. During the meeting,
the EE Advisory Group discussed the current programs that were scheduled to expire
in December 2014, forecasted program performance, and the regulatory approval
process. Also, the EE Advisory Group solicited feedback on potential DSM/EE
programs for utility analysis and how to obtain additional energy savings.

After completing further analysis, the Companies again met with the EE
Advisory Group in June 2013 to share their analysis and to obtain further feedback.
The Companies provided the EE Advisory Group information regarding historical
program performance, additional information regarding expiring DSM/EE
programming, the scope of the EE Potential Study, potential program modification
opportunities, and the timing of future meetings.

The third opportunity for the Companies to communicate with representatives
of various customer groups came in October 2013. The EE Advisory Group reviewed
energy-efficiency-programming history, preliminary results from the EE Potential
Study, programs expiring from the Companies’ portfolio, and the Companies’
DSM/EE plans for 2015-2018. The October 2013 meeting included representatives

from the Kentucky Department for Energy Development and Independence, the
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Community Action Council for Lexington-Fayette, Bourbon, Harrison, and Nicholas
Counties, the Metropolitan Housing Coalition, Jefferson County Public Schools, the
Kentucky School Board Association, the Home Builders Association of Louisville,
the Legal Aid Society of Louisville, the University of Louisville, and the Louisville
Metro Government.

The Companies’ Proposed DSM/EE Program Plan is therefore the product of
the combined efforts of the Companies and all the parties they consulted with, most
notably the EE Advisory Group.

Do the Companies take into account their Integrated Resource Plan when
formulating DSM/EE proposals?

Yes, the Companies have presented DSM/EE program opportunities as part of their
Integrated Resource Plan (“IRP”). In the last couple of IRPs the Commission Staff
has supported the Companies’ continued expansions of their DSM/EE portfolio. The
Companies’ current DSM/EE Program Plan, which the Commission approved in
2012, further increased program-participation opportunities for customers and
supported the Companies in meeting their IRP cumulative-demand-reduction
projection.

The Proposed DSM/EE Program Plan

What changes are the Companies proposing to their DSM/EE portfolio?

The Companies are proposing enhancements to their Commercial Load
Management/Demand Conservation Program, Residential Incentives Program,
Commercial Conservation/Commercial Incentives Program, and Residential
Conservation/Home Energy Performance Program. The Companies are further

proposing to enhance the Customer Education and Public Information Program and to
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extend it through the end of 2018 (its current approval extends through the end of
2014). The Companies are also proposing to deploy Advanced Metering Systems.
The Proposed DSM/EE Program Plan will maintain and operate the following
programs according to their current Commission-approved designs through 2018:
Smart Energy Profile Program, Residential Load Management/Demand Conservation,
Residential Refrigerator Removal Program, Program Development and
Administration, and Residential Low Income Weatherization Program (WeCare).
Why are the Companies proposing to allow certain programs to terminate at the
end of 2014?
The Companies will allow the following programs to expire because they will have
reached the end of their approval cycle and useful life by the end of 2014:
Residential High Efficiency Lighting, Residential New Construction, Residential and
Commercial HVAC Diagnostic and Tune-Up, and the Dealer Referral Network. The
support for each program’s expiration is in Exhibit MEH-1, Appendix A.
Do the Companies use cost-benefit tests to help determine which DSM/EE
programs to propose to continue or implement?
Yes, the Companies rigorously analyze existing and potential DSM/EE programs
using the industry-standard cost-benefit tests set out in the California Standard
Practice Manual,®> which the Commission explicitly requires utilities to apply: “Any
new DSM program or change to an existing DSM program shall be supported by ...

[t]he results of the four traditional DSM cost-benefit tests [Participant, Total Resource

® The Manual is available online at: http://www.energy.ca.gov/greenbuilding/documents/background/07-
J CPUC_STANDARD_PRACTICE_MANUAL.PDF.
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Cost, Ratepayer Impact, and Utility Cost tests].”® The Manual defines the four tests

as follows:

The Participant Test: The Participants Test is the measure of the quantifiable
benefits and costs to the customer due to participation in a program. Since
many customers do not base their decision to participate in a program entirely
on quantifiable variables, this test cannot be a complete measure of the
benefits and costs of a program to a customer.’

The Ratepayer Impact Measurement Test: The Ratepayer Impact Measure
(RIM) test measures what happens to customer bills or rates due to changes in
utility revenues and operating costs caused by the program. Rates will go
down if the change in revenues from the program is greater than the change in
utility costs. Conversely, rates or bills will go up if revenues collected after
program implementations are less than the total costs incurred by the utility in
implementing the program. This test indicates the direction and magnitude of
the expected change in customer bills or rate levels.?

The Total Resource Cost Test: The Total Resource Cost Test measures the
net costs of a demand-side management program as a resource option based
on the total costs of the program, including both the participants’ and the
utility’s costs. ... This test represents the combination of the effects of a
program on both the customers participating and those not participating in a
program. In a sense, it is the summation of the benefit and cost terms in the
Participant and the Ratepayer Impact Measure tests, where the revenue (bill)
change and the incentive terms intuitively cancel (except for the differences in
net and gross savings).”

The Program Administrator Cost Test (or “Utility Cost Test”): The
Program Administrator Cost Test measures the net costs of a demand-side
management program as a resource option based on the costs incurred by the
program administrator (including incentive costs) and excluding any net costs
incurred by the participant. The benefits are similar to the TRC [Total
Resource Cost] benefits. Costs are defined more narrowly.*°

The Companies performed the four traditional DSM/EE cost-benefit tests for

each of the programs in the Proposed DSM/EE Program Plan except the Advanced

® In the Matter of the Joint Application of the Members of the Louisville Gas and Electric Company Demand-
Side Management Collaborative for the Review, Madification, and Continuation of the Collaborative, DSM
Programs, and Cost Recovery Mechanism, Case No. 1997-00083, Order at 20 (Apr. 27, 1998).

" Manual at 8.

& Manual at 13.
° Manual at 18.
19 Manual at 23.
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Metering Systems, which Mr. Huff discusses in his testimony. The results of the
cost-benefit tests for all of the other programs in the Proposed DSM/EE Program Plan
show that each program passed the Participant and Total Resource Cost tests (a score
of 1.0 or greater is “passing,” meaning that the value of program’s benefits is equal to

or greater than the cost of the program), as shown below:

DSMore Scoring
Participant Utility Cost Ratepayer Total Resource
Program Test Test Impact Test Cost Test
Residential Low Income Weatherization (WeCare) N/A 2.57 0.60 2.57
Residential Load Management N/A 1.47 1.02 2.95
Residential Refrigerator Removal N/A 1.86 0.56 2.26
Smart Energy Profile N/A 3.07 0.74 3.07
Program Development & Administration N/A 0.00 0.00 0.00
Residential Conservation 6.50 2.52 0.68 1.93
Residential Incentives 3.20 4.53 0.81 2.37
Commercial Conservation 7.56 16.42 1.18 7.26
Commerical Load Management N/A 1.64 0.86 2.27
Customer Education & Public Information N/A 0.00 0.00 0.00
Overall Portfolio | 866 3.13 0.86 307 |

Also, the Companies’ proposed DSM/EE portfolio except the Advanced
Metering Systems, taken as a whole, passes the Participant, Utility Cost, and Total

Resource Cost Tests.

Q. What are the projected overall costs and benefits of the DSM/EE program

portfolio the Companies are proposing in this proceeding?

A. The Companies project that the effect of all of their past and current DSM/EE

programs, as well as those in the Proposed DSM/EE Program Plan, will be a
cumulative demand reduction of 500 MW and cumulative energy and gas savings of
1.6 million MWh and nearly 13.4 million ccf by 2018. The following tables show the
savings broken down by year:
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Projected Energy & Demand Savings
Incremental
2015 2016 2017 2018
MWh 196,115 196,678 199,165 200,261
MW 59 57 58 58
CCF 2,480,986 2,535,279 2,632,202 2,717,998
Projected Energy & Demand Savings
Cumulative Portfolio
Pre - 2015 2015 2016 2017 2018
MWh 832,709 1,028,824 1,225,502 1,424,667 1,624,929
MW 340 388 425 463 500
CCF 3,014,996 5,495,982 8,031,261 10,663,463 13,381,461
Case 2011-00134 ' Projected Energy & Demand Savings
Cumulative Portfolio 5015 2013 2014 2015 2016 2017 2018
Pre - 2011
MWh 206,482 380,693 365,951 562,890 806,659 1,006,871 1,208,179 1,410,584
MW 182 231 281 325 378 416 453 491
CCF 806,524 1,638,358 2,381,163 4,027,556 6,564,420 9,056,652 11,634,680 14,298,503

To achieve these benefits, the Companies project a total DSM/EE portfolio
and Advanced Metering Systems cost of $179 million from 2015 to 2018. The
proposed annual budget per program per year is provided in the following table. The
amount approved by the Commission in Case No. 2011-00134 for years 2015 to 2018
is $155 million. The Companies are requesting an additional $24 million in this
proposal to support modifications to the Commercial Load Management
Program/Demand  Conservation Program, Residential Incentives Program,
Commercial Conservation/Commercial Incentive Program, and Residential
Conservation Program/Home Energy Performance Program. These funds will also
support the continuation of the Companies’ Customer Education and Public
Information Program through the end of 2018, as well as the implementation of

Advanced Metering Systems.
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DSM / EE Program O&M ($000's) 2015 2016 2017 2018 Total
Existing
Smart Energy Profile $3,311 $3,344 $3,433 $3,468 $13,555
Residential Load Management $9,865 $10,073 $10,443 $10,877 $41,257
Residential Refrigerator Removal $2,037 $2,068 $2,150 $2,211 $8,466
Residential Low Income Weatherization (WeCare) $4,947 $5,887 $6,862 $7,843 $25,539
Program Development & Administration $1,373 $1,421 $1,471 $1,522 $5,788
Revised
Commercial Load Management $946 $1,252 $1,564 $1,882 $5,643
Residential Incentives $4,108 $4,086 $4,094 $4,133 $16,422
Customer Education & Public Information $4,043 $4,110 $4,194 $4,295 $16,643
Residential Conservation $2,255 $2,250 $2,289 $2,361 $9,156
Commercial Conservation $3,339 $3,369 $3,400 $3,431 $13,538
Overall Portfolio O&M $36,223 $37,861 $39,899 $42,023 $156,006
DSM / EE Program Capital ($000's) 2015 2016 2017 2018 Total
Existing
Residential Load Management Capital $3,957 $3,528 $3,597 $3,668 $14,750
Revised
Commercial Load Management Capital $631 $644 $657 $670 $2,601
Overall Portfolio Capital $4,588 $4,172 $4,254 $4,338 $17,351
2015 2016 2017 2018 Total
TOTAL Portfolio Budget ($000's) $40,811 $42,033 $44,153 $46,360 $173,358
Case 2011-00134 ($000's) 2015 2016 2017 2018 Total
O&M Expenses $40,287 $31,528 $33,186 $34,909 $139,910
Capital Expenses $4,151 $3,681 $3,753 $3,827 $15,411
Total Budget $44,438 $35,209 $36,939 $38,736 $155,321
Difference ($000's) 2015 2016 2017 2018 Total
O&M Expenses ($4,064) $6,334 $6,713 $7,114 $16,097
Capital Expenses $437 $491 $501 $511 $1,941
Advanced Metering Systems 2015 2016 2017 2018 Total
O&M Expenses $442 $549 $556 $333 $1,879
Capital Expenses $383 $1,149 $1,149 $1,149 $3,830
Total Budget $825 $1,698 $1,705 $1,482 $5,709

Q. What monthly bill impact will the Companies’ proposed DSM/EE portfolio have
on an average residential customer?

A. The Companies project that the monthly bill impact of the new DSM/EE programs
and program enhancements will be $4.68 for LG&E residential electric customers and

$3.78 for KU residential electric customers using 1,000 kwWh per month. The current
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DSM/EE charge for LG&E residential electric customers is $4.39 and $3.49 for KU
residential electric customers. In other words, an LG&E or KU electric customer
using 1,000 kwWh per month will see a DSM/EE-related bill increase of $0.29 per
month.

The Companies project that the monthly gas bill impact of the new DSM/EE
programs and program enhancements will be $1.72 for LG&E residential gas
customers using 70 ccf per month. The current DSM/EE charge for LG&E
residential gas customers is $1.50. In other words, an LG&E gas customer using 70

ccf per month will see a DSM/EE-related bill increase of $0.22 per month.

Summaries and Evaluations of Existing Programs to Be Continued with Modifications

Please describe the Commercial Load Management/Demand Conservation
Program and the changes the Companies propose to make to it.

The Commercial Load Management/Demand Conservation Program is a voluntary
program that supports the Companies by reducing peak demand when energy
consumption is at its highest. In operation since 2001, the program utilizes switches
to cycle central air conditioning systems, heat pumps, electric water heaters, or pool
pumps in small commercial properties.

Through the existing approved budget associated with their Commercial Load
Management/ Demand Conservation Program, the Companies launched a large
commercial load management effort in 2012 to evaluate available control
technologies and customer participation. The small-scale effort included eighteen
(18) large commercial companies representing over eighty-four (84) sites across the

service territory. Sites participating in the program include retail, schools, utilities,
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local government, and distribution facilities. These enrolled sites have yielded nearly
a 10 MW demand reduction in the 2013 load control season.

With the demonstrated success of the large commercial technologies, the
Companies seek to enhance the Commercial Load Management/Demand
Conservation Program by moving the large commercial load management effort to a
full commercial deployment and being able to modify financial incentives to
encourage customers to participate in this voluntary program capped at the approved
program budgets. The expansion of the Commercial Load Management / Demand
Conservation Program to include large commercial customers will allow the
Companies to further reduce electricity usage during peak times. Based on the
participation and achievable demand reduction, the implementation of a full scale
large commercial deployment would further support the Companies’ efforts in
delaying new generation assets. In addition to the benefits to the Companies,
customers who participate in this program will benefit from equipment installation
that provides real-time monitoring capabilities to educate customers on day-to-day
energy use. This information can help customers identify additional opportunities to
use energy more efficiently.

The small commercial program goals have been reduced to allow for
increased focus on the large commercial program. The large commercial program is
designed to add 5 MW of demand response per year from 2015 to 2018. The
Companies will target an equal participation split between LG&E and KU.
Commercial customer annual participation goals for both programs are 50 customers

each. If all participation goals are met by the end of 2018, the Commercial Load
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Management / Demand Conservation Program’s potential for controllable load would
represent a resource for the Companies to reduce peak demand and delay the need for
additional generating resources.

Please explain why the Companies did not request this modification to their
Residential Load Management/Demand Conservation Program in Case No.
2011-00134.

At that time, the Companies were still exploring how a large commercial load control
program could evolve, which potential techonologies to utilize, which contractors
should support the program launch, and whether there was enough interest among
large commercial customers to justify a full scale deployment. Since November
2011, the Companies have effectively launched a small-scale large-commercial effort.
The participating large commercial customers created enough load reduction through
the 2013 cooling season to warrant implementing a full-scale large-commercial
deployment that would further support the Companies’ efforts in delaying additional
generation assets.

Please describe the Residential Incentives Program and the changes the
Companies propose to make to it.

The Commission approved the Residential Incentives Program in Case No. 2011-
00134. The program’s goal is to encourage the residential customer segment to
purchase more efficient ENERGY STAR® appliances by providing rebates ranging
from $50 to $300 to residential electric customers to offset the costs of purchasing
certain ENERGY STAR® qualified appliances, high-efficiency HVAC systems, and

qualified window film. To participate, residential customers submit a completed
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rebate application along with appropriate purchase documentation. After the
Companies approve a customer’s rebate application, the Companies send the
customer a rebate check.

The Residential Incentives Program has experienced success since its
inception due to its simple design and the variety of eligible appliances. Through
November 2013, the Companies have surpassed their anticipated rebated appliances
by 125% and their forecasted budget by 107%.

To address the exceedingly high customer participation and prevent early
program termination, the Companies seek approval for an increased incentive budget
to fund the program through 2018. The Companies’ goal is to have 35,100 rebates
annually in LG&E and KU’s combined service territory. If the Companies can
achieve their goal, the Residential Incentives Program should achieve cumulative
energy savings of almost 100,884 MWh and a demand reduction of 16.3 MW.

Please describe why the Companies are requesting such a significant increase in
incentive funds.

As a result of a simple programmatic design and the variety of appliances rebated, the
Companies have witnessed an unexpectedly high level of customer participation in
the Residential Incentive Program. Through November 2013, the Companies have
seen 32,466 rebates processed, almost triple the original forecast of 12,500. Based on
program performance and support identified in the Program Review, the Companies
are requesting additional funds to support the continuation of this highly utilized

program through its approved 2018 funding cycle.
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Please describe the Commercial Conservation/Commercial Incentives Program
and the changes the Companies propose to make to it.

The Commission approved the Commercial Conservation/Commercial Incentives
Program in Case No. 2011-00134. As currently approved, the Commercial
Conservation/Commercial Incentives Program provides participating commercial
customers a better understanding of their energy consumption through energy audits
and recommendations on energy-efficiency improvements. The Companies’
commercial customers also have the opportunity to apply for financial incentives to
assist with replacing aging and less-efficient equipment through prescriptive or
customized rebates.

The proposed filing enhancements are responsive to needs of the commercial
customer segment. The Companies seek to enhance this program in several ways: (1)
eliminating the on-site commercial audits; (2) further developing their online audit
tool as well as additional special-purpose energy tools to support commercial
customers; (3) providing rebates for new construction efforts where efficiency is
above standard building code; and (4) reducing demand reduction and the associated
rebate funding.

The Companies intended the on-site energy audit component of the
Commercial Conservation/Commercial Incentives Program to provide commercial
customers a better understanding of their energy consumption and provide
recommendations on energy-efficiency improvements. The Companies’ plan was to
provide commercial customers the means to identify improvements on the assumption

that participating commercial customers would then take advantage of available
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incentives to help offset improvement costs. Contrary to that assumption, the
Companies have seen only a 6.5% conversion rate between the amount of on-site
energy audits completed and the number of incentives submitted by commercial
customers. In addition, one of the findings in the Program Review was the realization
of fewer economic and achievable measures due to the current market conditions and
costs. Therefore, the Companies propose to reduce their prior approved annual
commercial incentive amount from $2.0 million to $1.5 million. Although the
Companies are requesting to eliminate onsite commercial audits from the DSM/EE
portfolio, they intend to rebate commercial customers who have an onsite commercial
audit independently and implement recommended energy saving measures. In
addition, the Companies propose to provide an online tool for their Business Service
Centers and commercial customer segment to allow customers to obtain
recommendations for energy-efficiency improvements. This effort will allow the
Companies’ representatives to become better advocates for energy efficiency
programming and further support commercial customer goals.  Furthermore,
encouraging new construction efforts to implement design options for efficient
construction that are above building code will further increase energy savings.

If the Companies can achieve these goals, they should achieve cumulative
energy and gas savings by the end of 2018 of 173,304 MWh and 391,881 ccf, and a
demand reduction of 63.37 MW.

Please describe the Companies’ proposal to enhance and extend their Customer

Education and Public Information Program.
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The Commission approved the Customer Education and Public Information Program
through 2014 in Case No. 2007-00319. The Companies fully implemented the
Customer Education and Public Information in 2009 with a successful marketing
campaign and school-based education program. The Companies implemented the
program to increase public awareness and understanding of both the urgent need for
more efficient use of energy and the environmental and financial impacts created by
climate change issues. The Companies implemented the Customer Education and
Public Information Program throughout their service territories.

To address the continuing need for education and increased public awareness
and understanding of both the urgent need for more efficient use of energy and the
financial impacts created by increased usage, the Companies are seeking approval for
continuation in the following aspects: (1) continuing funds that will allow for further
outreach to the current residential and commercial segments through mass media
outlets and “future customer” education efforts through school based programming;
(2) adding training opportunities for home construction professionals; and (3)
extending the Customer Education and Public Information Program through 2018.

The Customer Education and Public Information Program increases customer
awareness and encourages utilization of energy efficiency products and services.
Both current and potential future consumers learn and understand the cost advantages
of addressing electrical system load growth by embracing energy efficiency and
demand response programs relative to the higher costs associated with adding
generating assets and environmental compliance. The program’s continuing efforts

will inform consumers that energy efficiency initiatives can provide opportunities for
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them to maintain their comfort and level of service while reducing energy
consumption. The program will also continue to inform that participation in
developed energy efficiency programs costs less than construction of new power
plants and has less negative impact on utility rates and the environment.

Please describe the Residential Conservation/Home Energy Performance
Program and the changes the Companies propose to make to it.

The Commission approved the Residential Conservation / Home Energy Performance
Program in Case No. 2011-00134. The current Residential Conservation/Home
Energy Performance Program provides an onsite energy audit by a certified energy
analyst who assesses the home’s efficiency and provides a report with energy saving
improvement recommendations. Residential customers who achieve up to 30% more
efficiency in the home through implementation of energy saving improvements are
eligible for up to $1,000 in incentives to offset installation costs.

The Companies seek to enhance this program by implementing a tier structure
for multi-family properties and implementing a tier structure for insulation and
weatherization efforts as identified in the Program Review. There will be no
additional funding requested or energy or demand reductions from the requested
enhancements; the requested enhancements will operate under the approved budgets
in Case No. 2011-00134.

The Residential Conservation/Home Energy Performance Program as
proposed will allow a multi-family property incentive tier in the Residential
Conservation/Home Energy Performance Program. The addition of a multi-family

property incentive tier structure will build upon the existing Residential

22



10

11

12

13

14

15

16

17

18

19

20

21

22

23

Conservation/Home Energy Performance Program to capture energy saving in a
multi-family environment. The proposed insulation and weatherization tier is for the
homeowner who implements insulation and weatherization measures identified in the
completed onsite audit report.

The program’s proposed participation goals are the same as those approved in
Case No. 2011-00134. The goal for online participants will be 3,000 customers per
year per utility through 2018. The goal for onsite participates will be 1,000 customers
per year per utility through 2018. If the Companies can achieve these goals, they
should achieve cumulative energy savings by the end of 2018 of 20,658 MWh, a
demand reduction of 5.3 MW, and gas savings of 660,122 ccf.

Discussion of Existing Programs to Be Continued without Modification

What are the current DSM/EE programs the Companies do not propose to
change or extend at this time, and why?

The Companies propose to continue the following Commission-approved programs
without change through 2018: Smart Energy Profile Program, Residential Load
Management/Demand Conservation, Residential Refrigerator Removal Program,
Residential Low Income Weatherization Program (WeCare), and Program
Development and Administration. A brief summary of each of these programs and
its performance to date is included in the Proposed DSM/EE Program Plan. These
programs do not require change or extension at this time due to changed
circumstances or insufficient data supporting changes or extensions. Therefore, the
Companies will continue these programs per the authority the Commission granted in

Case No. 2011-00134; however, the Companies will continue to analyze these
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programs and may request enhancements to, or extensions of, these programs in later

DSM/EE filings.

Ensuring the Value and Performance of the Companies’ DSM/EE Programs

How do the Companies ensure that their DSM/EE programs remain effective
after they are approved and implemented?

The Companies recognize the value in having a continuous improvement process for
programming and practice EM&V. Currently, the Companies use a third-party
contractor to examine program design, delivery, impacts, and return on investment.
This contractor ensures quality and effectiveness of the programs, optimal use of
resources, and responsiveness to customers’ needs.

The Companies will use the results and guidance to ensure that all of the
programs contained in this filing remain prudent, demonstrate continuous
improvement, and remain a good application of customer dollars. The Companies
typically evaluate their DSM/EE programs in two phases, process evaluation and
impact evaluation. Process evaluation is a systematic assessment of an energy
efficiency program for the purposes of improving its design, delivery, and perceived
quality and usefulness to customers. Impact evaluation focuses on quantifying the
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