Kentucky Power

P Box 5180

101A Enterprise Drive
- Frankfort, KY 40602

- A unit of American Electric Power . KentuckyPower.com

Elizabeth O"Donnell, Executive Director
Kentucky Public Service Commission

P. 0. Box 615

211 Sower Boulevard

Frankfort, KY 40602

August 15, 2007

Dear Ms. O’Donnell:

Re: Case No. 200 T1-0037 |

In the Matter of the Joint Application Pursuant

to 1994 House Bill No. 501 for the Approval

of American Electric Power/Kentucky Power
Company Collaborative Demand-Side Management
Programs, and for Authority to Implement a Tariff to
Recover Costs, Net Lost Revenues and Receive
Incentives associated with the Implementation of the
Kentucky Power Company Collaborative Demand-Side
Management Programs.

Pursuant to the Commission’s Order dated May 22, 1996, enclosed are an original and ten
copies of the Joint Applicants’ twenty-third six-month status report. This report describes the
operation and progress of the Demand-Side Management Plan.

Specifically, the Joint Applicants seek authority for Kentucky Power Company, in conjunction
with its utility services and pursuant to the 1994 House Bill No. 501, to implement the enclosed
revised electric tariff to recover costs associated with the implementation of demand-side
management programs, which include net lost revenues and incentives related to those
programs. Pursuant to the Commission’s Order dated December 14, 2006 in Case No. 2006-
00373, the start-up costs associated with the implementation of the Home Energy Assistance
Program (HEAP), which includes Kentucky Power’s costs of $58,968 and KACA’s costs of
$15,700, which are recoverable pursuant to KRS 2783285(4), are included in the calculation of
the rate in the proposed DSM Tariff.

This six month status report also includes new proposed lost revenue factors based on the
change in base rates as a result of the Commission’s Order in Case No. 2005-00341, dated
March 14, 2006. The new proposed lost revenue factors were calculated using the newly
approved base rate less the base fuel amount of $0.01651. This is the first time the
Collaborative has proposed changing the lost revenue factors since Kentucky Power’s DSM
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programs first began because this is the first time Kentucky Power’s base rate has changed. The
methodology of calculating lost reveriue factors used in both instances is the same. The table
below shows the new proposed lost revenue factors for the active DSM residential programs
versus the current lost revenue factors being used.

Proposed Current
Lost lLost
Active DEM Revenue Revenue
Residential Programs Factors - Factors Difference
Targeted Energy Efficiency
- All Electric $0.04346 $0.03111 $0.01235
- Non-All Electric $0.04345 $0.03124 $0.01221
High - Efficiency Heat Pump
- Mobile Home $0.04348 $0.03110 $0.01236
Mobile Home New
Construction
- Heat Pump $0.04348 $0.03110 $0.01238
- Air Conditioner $0.04343 $0.03124 $0.01219
Modified Energy Fitness $0.04349 $0.03118 $0.01233

The revised DSM Adjustment clause factor for the residential sector has been agreed upon and
is proposed by the DSM Collaborative (see Exhibit C, Column 4, Line 13}, except that the
Attorney General’s representative abstained. The proposed factor for the residential sector is
the midpoint between the ceiling and the floor calculations as demonstrated on Exhibit C. The
floor was calculated by taking the Collaborative’s projected remaining fourth quarter position
(see Exhibit C, Column 4, Line 2) and dividing by the adjusted estimated sector KWH sales for
the remaining fourth quarter (see Exhibit C, Column 4, Line 11). The ceiling was calculated by
taking the Collaborative’s projected remaining fourth quarter position (see Exhibit C, Column 4,
Line 4) and dividing by the adjusted estimated sector KWH sales for the remaining fourth
quarters (see Exhibit C, Column 4, Line 11).

The Joint Applicants request the Commission to approve the following:
(1) The Experimental DSM Electric Tariff to become effective
September 27, 2007. This will allow the Company to utilize

the new residential factor with the first billing cycle in October 2007.

As is customary, the Company requests the Commission to return a stamped copy of the revised
tariff sheet upon approval.
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If you have any questions please contact me at (502) 696-7010.
Sincerely,

Aol

Errol K. Wagner
Director of Regulatory Services
Enclosure



Kentucky Power Company 49 REVISED SHEET NO. 22-2
CANCELING 3™ REVISED SHEET NO. 22-2

P.S.C. ELECTRIC NO. 8

DEMAND-SIDE MANAGEMENT ADJUSTMENT CLAUSE {Cont'd.)
(Tariff D.S.M.C)

RATE. (Cont'd.}

5. The DSM adjustment shalt be filed with the Commission ten (10) days before it is scheduled to go into effect, along
with ali the necessary supporting data fo justify the amount of the adjustments, which shall include data, and
information as may be reguired by the Commission.

8. Copies of ali documents required to be filed with the Commissian under this regulation shali be epen and made
available for public inspection at the office of the Public Service Commission pursuant to the provisions of KRS
61.870t0 61.884,

7. The resulting range for each customer sector per KWH during the three-year Experimental Demand-Side

Management Plan is as follows:
CUSTOMER SECTOR
RESIDENTIAL COMMERCIAL* INDUSTRIAL®
($ Per Kwh) ($ Per KWH) (% Per KWH)
Floor Factor = 0.000559 G -0-
Ceiling Factor = 0.000971 -0- -0~

8. The DSM Adiustment Clause factor ($ Per KWH) for each customer sector whigh falf within the range defined in ltem
7 above is as follows:

GUSTOMER SECTOR
RESIDENTIAL COMMERCIAL ™ INDUSTRIAL"
DEM {c) 466,807 -0- -0-
5 © 610,213000 -0- -0-
Adjustment Factor $ 0.000765 Re -0-

*The Industrial Sector has been discontinued pursuant to the Commission's Order dated Septernber 28, 1898

* The Commercial Sector has bee discontinued pursuant to the Commission’s Order dated November 21, 2005

DATE OF ISSUE August 15.2007  EFFECTIVEDATE  Service rendered on or after September 27, 2007

Céz 7= %MC/
ISSUED BY ERROL K. WAGN DIRECTOR OF REGULATORY SERVICES FRANKFORT, KENTUCKY
NAME TITLE ADDRESS

Issued by authority of an Qrder of the Public Service Commission in Case No. dated

(L)
(D)

(D)
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KENTUCKY POWER COMPANY Exhibit C
DERIVATION OF 3 SECTOR SURCHARGES FOR 3 YR
EXPERIMENT PAGE 1of |15
TOTAL YEARS YEAR 12 YEAR 12 YEAR 12
RESIDENTIAL BECTOR 1 thru 14 {2007 {2007) (2007) TOTAL
18t 3t 4th .
HALF QIR QTR
)] 2) (3) 4 (5)
1{CURRENT PERIOCD AMOUNT TO BE RECOVERED 38,548,227 §657,404 $249,286 $261,602 58,806,518
2ICUMULATIVE ( OVERYUNDER COLLEDTION 0 176,362 177,272 341,006 0
318 MOS, RETROACTIVE(OVERYUNDER ADJUSTMENT {41,824) 4 0 G ($41,824)
A TOTAL TO B8E RECOVERED 8,606,403 833,786 426,658 582,608 8,764,685
5|TOTAL AMOUNT RECOVERED 8 420 605 656,454 0 G 8,086,189
BIEXPECTED FUTURE RECOVERIES 0 G 85,552 456,813 652,365
7ITRANSFER PORTION OF BALANCE FROM INDUSTRIAL {9,833) [+ 0 4] (9.833)
B TRANSFER PORTION OF BALANCE FROM COMMERCIAL 8,487 4] 0 0 9,487
9{OVERYUNDER COLLECTION TO BE REFUNDED £476,362 $177.272 $341,006 $125,785 126,785
10! AMOUNT TO BE RECOVERED $692 608
11jADJ. ESTIMATED SECTOR KWH - YEAR 12 562,839,900 610,213,000
SURCHARGE RANGE { $ PER KWH)
12 FLOOR [CARRYQVER) COL. & L2/COL. 4, L 11 0.000559¢
13 _MIDPOINT - proposed rate I 9.000152 0.0G0765
14]. CEILING (TOTAL COST) COL 4, L4/COL. 4,1 11 0.00097%
TOTAL YEARS YEAR 12 YEAR 12 YEAR 12
COMMERCIAL SECTOR 1 thru 11 {2007} (2007) {2007) TOTAL
1st 3rd 4th
HALF QTR QTR
4] 2) 3 4) ()]
15]CURRENT PERIOD AMOUNT TO BE RECOVERED $2,5098,298 301 80 §0 §2,888,208
16| CUMULATIVE (OVERUNDER COLLECTION 0 Y 0 0 0
17118 MOS. RETROACTIVE(QVERVUNDER ADJUSTMENT 1,520 C 0 0 1,620
18ITOTAL TO BE RECOVERED 2,800,818 4] 0 0 2,800,818
18{TOTAL AMOUNT RECOVERED 2,888 053 4 0 Q 2,888,053
20 EXPECTED FUTURE RECOVERIES 4 G 0 0 0
21| TRANSFER PORTION OF BALANCE FROM INDUSTRIAL {3,278) C 0 0 {3,278)
22| TRANSFER BALANCE TO RESIDENTIAL (2,487} G 0 o] {8,487)
22 HOVERWYUNDER COLLECTION TO BE REFUNDED 30 30 $0 0 50
23| AMOLUNT TO BE RECOVERED $0
24|ADJ. ESTIMATED SECTOR KWH - YEAR 12 370,081,100 346,854,200
SURCHARGE RANGE ($ PER KWH )
25|  FLOOR (CARRYOVER) £.000000
281 MIDPOINT - proposed rate 0.000000 0.000000
271 CEILING (TOTAL COST) 0.000000
TOTAL YEARS YEAR 12 YEAR 12 YEAR 12
INDUSTRIAL SECTOR 1 thru 114 {2007y {2007} (2007) TOTAL
1st 3rd 4h
HALF QTR QTR
(1) 2) (3} (4} {5)
281CURRENT PERIOD AMOUNT TO BE RECOVERED 379,026 30 $0 $0 $78,026
29 CLIMULATIVE (OVERVUNDER COLLECTION G 0 G ] o
20118 MOS. RETROACTIVE(OVERYUNDER ADJUSTMENT ¥} 0 4 ] o
31{TOTAL TO BE RECOVERED 79,028 0 ¢} Q 79,028
32| TOTAL AMOUNT RECOVERED 82,137 0 0 0 82,137
33IEXPECTED FUTURE RECOVERIES [+ 0 0 0 0
34| TRANSFER BALANCE TO RESIDENTIAL & COMMERCIAL 13,111 0 o 0 13,111
35 {OVERYUNDER COLLECTION TO BE REFUNDED §0 §0 B0 0 0
36|AMOUNT TO BE RECOVERED $0
37]AD. ESTIMATED SECTOR KWH - YEAR 12 297 487,800 321,916,700
SURCHARGE RANGE ( $ PER KWH )
38| FLOOR (CARRYOVER) 0.000000,
38 MIDPOINT 0.000000] £.000000
40|  CEILING (TOTAL COST) - sroposed rate 0.000000,
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KENTUCKY POWER COMPANY ] Exhiblt C
FORECAST OF 2007 KENTUCKY RETAIL ENERGY SALES IN KWH PAGE 15 of 15
FOR RESIDENTIAL, COMMERCIAL AND INDUSTRIAL SECTORS
PROGRAM YR 12 - 2007

LINE : RESIDENTIAL COMMERCIAL INDUSTRIAL
NO. YEAR SBECTOR SECTOR SECTOR

1 |TOTAL ULTIMATE SALES (KWH)* 2,514,200,000 1,436,200,000 3,305,600,000

2 LESS NON-METERED ** 16,085,200 8,617,200 19,833,600

3 |TOTAL ESTIMATED RETAIL KWH SALES 2,488,114,800 1,427,582,800 3,285,766,400

4 LESS OPT - OUT CUSTOMERS KWH 0 0 2,059,680,182

5 |KWH BEFORE LOST REVENUE IMPACTS 2,499 114,800 1,427,682,800 1,228,077,208

& LESS LOST REVENUE IMPACTS 11,420,681 1,496,650 0

7 ADJUSTED KWH BY SECTOR 2,487,694,119 1,426,086,250 1,226,077,208

8 JLINE 7/LINE 1 98.9% 99.3% 37.1%
LINE RESIDENTIAL COMMERCIAL INDUSTRIAL
NO. [PROGRAM YR 12 (3rd QTR) SECTOR SECTOR SECTOR

9 |TOTAL ULTIMATE SALES (KWH* 560,100,000 372,700,000 £01,800,000

10 [LINE 8 98.2% 89.3% 37.1%

11 ADJUSTED KWH BY SECTOR 562,838,800 370,081,100 247,467,800
LINE : RESIDENTIAL COMMERCIAL INDUSTRIAL
NO. |PROGRAM YR 12 (4th QTR) SECTOR SECTOR SECTOR

12 |TOTAL ULTIMATE SALES (KWH) 617,000,000 349,300,000 867,700,000

13 (LINES8 98.9% 89.3% 37.1%

14 ADJUSTED KWH BY SECTOR £10,213,000 346,854,000 321,916,700

SOURCE: 2007 LOAD FORECAST COMPILED BY

AEP CORPORATE PLANNING AND BUDGETING DEPT.

60% ESTIMATED TO BE NON-METERED (OL) DETERMINED

FROM RBILLED JURISDICTIONAL TARIFF SUMMARY FOR

12 MOS. ENDED DECEMBER 2006,




