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PUBLIC SERVICE
COMMISSION

August 27, 2007 HAND DELIVERED

Ms. Elizabeth O'Donnell
Executive Director

Public Service Commission
211 Sower Boulevard

Frankfort, KY 40602

Re: PSC Case No. 2007-00266

Dear Ms. O'Donnell:

Please find enclosed for filing with the Commission in the above-referenced case an

original and seven copies of the Responses of East Kentucky Power Cooperative, Inc. to
the Commission Staff’s First Data Request, dated August 20, 2007.

Very truly yours,

ZACA

Charles A. Lile
Senior Corporate Counsel
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COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION
IN THE MATTER OF:
THE APPLICATION OF EAST KENTUCKY POWER
COOPERATIVE FOR CONTINUATION OF THE

TOUCHSTONE ENERGY MANUFACTURED HOME
PROGRAM

CASE NO. 2007-00266

R S e e

CERTIFICATE
STATE OF KENTUCKY )
COUNTY OF CLARK ;
William A. Bosta, being duly sworn, states that he has supervised the preparation of the
responses of East Kentucky Power Cooperative, Inc. to the Public Service Commission Staff
First Data Requests in the above-referenced case dated August 20, 2007, and that the matters and

things set forth therein are true and accurate to the best of his knowledge, information and belief,

formed after reasonable inquiry.

Witl— A Fis ,4‘/

Subscribed and sworn before me on this 37 ﬂ‘day of August, 2007.

Notary @ﬁ& % %
My Commission expires: Mgﬂ




COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

THE APPLICATION OF EAST KENTUCKY POWER )
COOPERATIVE FOR CONTINUATION OF THE ) CASE NO.
TOUCHSTONE ENERGY MANUFACTURED HOME ) 2007-00266
PROGRAM )

RESPONSES TO COMMISSION STAFF’S FIRST DATA REQUEST
TO EAST KENTUCKY POWER COOPERATIVE, INC.
DATED AUGUST 20, 2007



EAST KENTUCKY POWER COOPERATIVE, INC.

PSC CASE NO. 2007-00266
CONTINUATION OF TOUCHSTONE ENERGY MANUFACTURED
HOME PROGRAM
COMMISSION STAFF’S SECOND DATA REQUEST DATED 5/09/07

East Kentucky Power Cooperative, Inc. (EKPC) hereby submits responses to the
Commission Staff’s First Data Request dated August 20, 2007. Each response with its

associated supportive reference materials is individually tabbed.
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EAST KENTUCKY POWER COOPERATIVE, INC.

PSC CASE NO. 2007-00266
CONTINUATION OF TOUCHSTONE ENERGY MANUFACTURED
HOME PROGRAM
FIRST DATA REQUEST RESPONSE

COMMISSION STAFF’S FIRST DATA REQUEST DATED 8/20/07

REQUEST 1

RESPONSIBLE PARTY: William A. Bosta

COMPANY: East Kentucky Power Cooperative, Inc.
REQUEST 1. Has EKPC performed the “California Tests” (ratepayer participant

test, utility cost test, ratepayer impact measure test, and total resource cost test) to
determine the cost effectiveness of the Touchstone Energy Manufactured Home
Programs (“Program’)?

a. Ifyes, provide all applicable workpapers including the results
of these tests.

b.  Ifno, perform these tests and provide the results including all

workpapers and explaining all assumptions.

RESPONSE 1a-b. Yes. EKPC performed the “California Tests” and submitted the

results in support of its original filing for approval of the Touchstone Energy
Manufactured Home program, Case No. 2002-00313. The results of those tests and the
associated assumptions and workpapers are included herein as PSC-1, Attachment 1 to
this request. In addition, EKPC performed “California Tests” in its 2003 IRP and 2006
IRP for the Touchstone Energy Manufactured Home program and such information is

provided in PSC-1,
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Attachment 2. As indicated in these attachments, the Total Resource Cost Test (TRC)

result was favorable in each instance.
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CALIFORNIA TEST INFORMATION
FROM ORIGINAL APPLICATION
IN CASE NO. 2002-00313
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SECTION III

KEY ASSUMPTIONS

(1) The benefits and costs for this program are expressed in terms of the Standard
California cost effectiveness tests. EKPC utilized the software package

DSManager that was developed by the Electric Power Research Institute (EPRI). These
tests are: (1) Ratepayer Impact Test; (2) Participant Test; and (3) Total Resource Cost
Test.

(2) EKPC's generation capacity credit is based on the heating/cooling load shape for a
manufactured home reduced by 30%, the estimated load reduction from this program.
This is based on the U.S. DOE/EPA's assessment of energy conservation and load
reduction for this type of manufactured home. Subsequently, EKPC has estimated the
expected savings are 2.88 kW per participant in winter and 0.80 kW per participant in
summer. Avoided capacity costs were determined using EKPC's forecasted base load
capacity capital cost.

(3) EKPC's production cost savings are based on the estimated reduction in fuel and
variable operating and maintenance expenses due to the decrease in kWh generated as a
result of the program.

(4) Fixed administrative costs are estimated at $5,000 per year for EKPC and $5,000 per
year for the Member Systems. Clerical costs are based on administrative support to
interface with the Member Systems, manufactured home industry representatives, plus
processing rebates on a monthly basis. Management costs are based on program
development time, meeting with Member Systems, industry representatives and program
participants, plus a periodic review and analysis of the program. Variable costs are
estimated at $30 per participant per year for EKPC and for the Member Systems. These
are marketing costs to cover promotion of the program through brochures and
advertising.

(5) Wholesale demand and energy rates are based on EKPC wholesale tariff Schedule E-
2.

(6) Retail rates are based on the average residential rates of EKPC's sixteen Member
Systems.

(7) As a result of the positive benefit / cost ratio resulting from the Total Resource Cost
Test, EKPC has elected to use a $250 rebate for each participant. This rebate is based
upon EKPC's assessment of the minimum acceptable level required to achieve market
penetration expectations. EKPC will rebate $250 per participant to the Member System
who in turn will flow this amount through to the participant. Therefore, the Member
Systems will have no net rebate expense.
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(8) The number of new customers is estimated to be 70 in year one, 130 in year two, 180
in year three, 240 in year four, and 300 in year five. These estimates are based on
EKPC's estimate of customer growth and the likelihood of manufactured home
purchases.

(9) Based on the DOE/EPA's assessment of energy conservation for the Energy Star
manufactured home, EKPC has used a reduction of 30% in kWh consumption, or about
5,150 kWh per participant per year.

(10) The participant's average incremental investment for the Touchstone Energy
Manufactured Home is estimated to be around $1,000. This investment is based on
information provided by the manufactured home industry.

(11) For purposes of determining the present value of future benefits and costs of the
program, the following discount rates were used: EKPC = 6.5%; Member Systems =
10%; and Participants = 18%. The discount rates reflect the varying risks and
opportunity cost of funds for with each party.

(12) The estimated number of free riders is 25% of the total participants. A free rider is
defined as a customer who would have made the incremental investment in the
manufactured home even without the incentive of a $250 rebate.

(13) The program assesses the addition of new participants over five years. The present
value of benefits and costs are evaluated over a 20-year period. No additional
participants are evaluated after year six. This approach is standard in DSM program
analysis.
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CALIFORNIA TEST INFORMATION
FROM THE 2003 IRP
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EAST KENTUCKY POWER COOPERATIVE, INC.

PSC CASE NO. 2007-00266
CONTINUATION OF TOUCHSTONE ENERGY MANUFACTURED
HOME PROGRAM
FIRST DATA REQUEST RESPONSE

COMMISSION STAFF’S FIRST DATA REQUEST DATED 8/20/07
REQUEST 2

RESPONSIBLE PARTY: Jeffry E. Hohman
COMPANY: East Kentucky Power Cooperative, Inc.
REQUEST 2. Refer to EKPC’s Application Attachment 1, page 4 of 5. Has

EKPC prepared marketing materials highlighting the benefits of an energy efficient
manufactured home or the benefits of using an Energy Star heat pump over a
conventional electric forced air furnace?

a. If yes, provide copies of materials developed.

b. Ifno, what is the target date for having the marketing

materials ready?

RESPONSE 2a. Yes. Please see the Attachment to PSC Request 2.
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PSC Request 3
Page 1 of 2

EAST KENTUCKY POWER COOPERATIVE, INC.

PSC CASE NO. 2007-00266
CONTINUATION OF TOUCHSTONE ENERGY MANUFACTURED
HOME PROGRAM
FIRST DATA REQUEST RESPONSE

COMMISSION STAFF’S FIRST DATA REQUEST DATED 8/20/07

REQUEST 3

RESPONSIBLE PARTY: William A. Bosta

COMPANY: East Kentucky Power Cooperative, Inc.
REQUEST 3. Refer to EKPC’s Application Exhibit 1, page 2 of 5. EKPC states

that for the years 2004-2005 the Program had 11 participants.

a.  Calculate the associated dollar value of estimated savings to
date for the Program.

b.  Calculate the dollar value of expected future savings
associated with the Program for 2007-2025.

c.  Using the expected future savings, calculate the net present

value of the Program, showing all calculations and assumptions.

RESPONSE 3. In order to respond to this request, EKPC prepared a new

DSManager run using the historic (2004-2006) actual values for 1) number of
participants, 2) rebates, 3) administrative costs, 4) estimated MWH savings taken from
the company’s 2003 IRP, and 5) estimated avoided energy and capacity cost taken from
the Company’s 2003 IRP. That IRP was in effect during the 2004-2006 timeframe.
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RESPONSE 3a. The present value of the estimated savings to date is $5,415.

Please see the information contained in PSC-3, Attachment 1, Page 1 for that

computation and Page 2 for the number of participants.

RESPONSE 3b. The estimated future savings under the Total Resource Cost Test

for 2007 through 2021 (the last year for which avoided capacity and avoided production
cost were available in the 2003 IRP) on a present value basis equals $30,338. PSC-3,

Attachment 1, provides the computation.

RESPONSE 3c. The present value of all savings, both for the 2004 through 2006

time period and for the estimated future savings of 207 through 2021, equals $35,753.
This present value savings amount is based on the production cost savings and avoided
generation, transmission and distribution capacity costs for the 2004 through 2006 period
and the savings for those same components for the 2007-2021 projected time period. The
net present value, including both benefits and costs, under the Total Resource Cost test,
equals $21,161. PSC-3, Attachment 2, includes the results and explanations for the Total
Resource Cost Test, the Power Supplier Utility Test and the Participant Test.
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Historic Cost information for Touchstone Energy Manufactured Home Program

Participants (Used to calculate values in response 3)

Rebates paid by EKPC
Rebates paid by Coop

5
$
Administrative/Labor Costs $
$

Total Annual Costs incurred by EKPC

Admin per customer $

Total Rebate per customer $

Fixed EK Admin $
EK Rebate per customer $
Coop Rebate per customer $
Total EK Costs $

2004
150
150

1,500

1,650

1,500.00

300.00

1,500

150.00

150.00

1,650

& R

&

$
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2005
9

1,350
1,350

3,800

5,150

42222

300.00

3,800

150.00

150.00

5,150

Note: Cost information taken from Annual Reports submitted to the Commission in the

Touchstone Energy Manufactured Home Program.

Page 2 of 2
2006

1

$ 150
$ 150
$ 1,300
$ 1,450
$ 1,300.00
$ 300.00
$ 1,300
$ 150.00
$ 150.00
$ 1,450
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EAST KENTUCKY POWER COOPERATIVE, INC.

PSC CASE NO. 2007-00266
CONTINUATION OF TOUCHSTONE ENERGY MANUFACTURED
HOME PROGRAM
FIRST DATA REQUEST RESPONSE

COMMISSION STAFF’S FIRST DATA REQUEST DATED 8/20/07

REQUEST 4

RESPONSIBLE PARTY: William A. Bosta

COMPANY: East Kentucky Power Cooperative, Inc.
Request 4. Were costs and benefits associated with the Program included in

test-year calculations filed in Case No. 2006-00472?
a. If yes, explain the extent to which they have been included.

b.  Ifno, explain why they were not included.

RESPONSE 4. Yes. EKPC did not eliminate any costs or benefits associated with

the Touchstone Energy Manufactured Home Program in Case No. 2006-00472.






PSC Request 5
Page 1 of 1

EAST KENTUCKY POWER COOPERATIVE, INC.

PSC CASE NO. 2007-00266
CONTINUATION OF TOUCHSTONE ENERGY MANUFACTURED
HOME PROGRAM
FIRST DATA REQUEST RESPONSE

COMMISSION STAFF’S FIRST DATA REQUEST DATED 8/20/07
REQUEST 5

RESPONSIBLE PARTY: Jeffry E. Hohman
COMPANY: East Kentucky Power Cooperative, Inc.
REQUEST 5. Refer to EKPC’s Application Exhibit 1, page 4 of 5, in which Mr.

Hohman requests the continuation of this Program. Would a customer who has not
participated in this Program previously be eligible to receive a rebate of up to $150 upon

replacing an old heating appliance with an energy efficient heat pump? Explain.

RESPONSE 5. Yes. Inrecognition of the low number of participants historically,

EKPC believes that it is imperative to make the program as flexible and open as possible.
As aresult, it is proposed that customers with an older, inefficient heating system be
awarded a rebate of up to $150 for replacing their existing furnace with a heat pump that

meets minimum Energy Star Standards.



