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Re: P.S.C. Case No. 2010-00198 

Dear Mr. Derouen: 

Enclosed please find and accept for filing an original and ten (1 0)  copies of Kentucky 
Power Company’s responses to the Cornmission Staffs First Set of Data Requests. 

Very truly yours, 

RRC/las 

Enclosure 

cc: Dennis G. Howard, I1 
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VERIFICATION 

COMMONWEALTH OF KENTUCKY ) 
COlJNTY OF FRANKLIN ) CASE NO. 2010-00198 

Tlie undersigned, Errol Wagner, being duly sworn, states lie is tlie Director of 

Regidatory Services for I<eiitucky Power Company, that lie has persoiial knowledge of 

the matters set forth in tlie Data Responses for which lie is ideiitified as tlie witness, and 

the answers coiitaiiied therein are true aiid correct to the best of his information, 

lanowledge aiid belief. 

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

aiid State, this 7% day of 2010. 

My Commission Expires: 

(SEAL) 
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Rcl'er to the Applicatioii, Iteiii 1, Part 3-Participation Goals. Provide an estiiiiate of 1x11 ticipaiits 
by the iiiceiitive programs listed in Part G for each year indicated. 

Listed below is an aiinual estiiiiate ol' prescriptive aiid custom iiieasure participants. Based on 
customer respoiise aiicl third party coiitractor recoiiiineiidatioiis, a direct iiistall option iiiay be 
implemented to increase prograiii pai-ticipation levels. 

Year Prescriptive Measures Custoiii Measures Direct Iiistall 

2010 
201 1 
20 12, 

7 
78 

15.3 
10 
19 





REQUEST 

Refer to the Application, Iteiii 1, Part 6-Iiiceiitives, Direct Iiistall. In the secoiicl paragl~~pli, 
Kentucky Power clescribes a "simple payback" iiietliocl. 

a. State whether the iiiceiitives in this part of the program are to be paid back 1-y the customer 
aiicl, if so, wliat is tlie iiiceiitive paid directly to the customer. 

b Kentucky Power states that "the total iiiceiitive per pioject caii not exccccl $20,000 
annually. 'I State whether there is a liiiiit per custoiiier aiid the amount. 

a. Iiiceiiiive payiiieiits would not be made to a custoiiier uiitil the project is approved by the 
Company, aiicl inspected by the Coiiipaiiy or its program iml~lei~ientatioii contiactor 
bllowing the completion of the project. 

1, The $20,000 per custoiiier accouiit cap will help iiisure that a few, large projects do iiot 
coiismie the entire budget allotiiieiit for tlie prograiii. If a single customer elects to pursue 
iiiultiple projects at different sites with different accouiits, that custoiiier would be eligible 
for iiiceiitives 111) to the $20,000 per acco1mt. The Coliipaliy believcs that providing 
iiiceiitives for multiple projects will encourage custoiners to expand eiiei gy e Cficieiicy 
impiovemeiits aiid iiieasiires to other sites withiii ICeiitucky Power's service tciiitoi y ancl 
maximize eiiergy savings froiii this proglaiii. 

Based oii program participatioii levels aiid budgetary expenditures, the Coiiipaiiy may 
iiicrease the custoiiier accoiiiit cap for large coiiiiiiercial customers to maximize energy 
savings. 

WITNESS: Errol I< Wagiier 





REQUEST 

Refer to tlie Application, Iteiii 1, Part 7-1ii1pIeiiieiitatioii Plan. 

a. Statc wiietlier Keiitucky Power lias started tlie bidding process for tlie program 
iiiipleiiieiitatioii contractor. If so, provide a copy of tlie Reqtrest for Proposal. 

h In tlie secoiicl paragraph, Kentucky Power refers to outreach activities. Provide a descriptioii 
oC the activities aiiticipated to be used to iiiarltet tlie program. 

c. hi tlie sixth paragrapli, Kentucky Power indicates that it will iiiipleiiieiit post-installation 
iiispectioiis aiid docmneiitatioii review. 

(1 ) What will be the frequeiicy o f  tliese iiispectioi~s aiicl reviews aiid will they cover tlie 
entire payback period of tlie project? 

(2) If saviizgs aiicl iiiceiitives are modified downward, explain how Keiit~rclcy Power 
aiiticipates recouping incentives already paid. 

a IQCo lias iiot stai ted tlie bidding process for tlie program iinpleiiieiitatioii coiitiactor 

b Once a program iiiipleiiieiitatioii coiitractor is selected aiid coiitractor-bascd iiiaiketiiig 
activities aiid abilities have been f~il ly identified, Kentucky Powei- will assess the iieed foi 
additional custoiiier outreach activities, such as website coiiteiit aiid direct iiiail initiatives, 
that may be necessary to properly aiicl effectively iiiarltet the program. 

c, ( I )  The projects will be iiispected once oiily. The iiispectioiis by tlic Coiiipaiiy's 
coiitractor will occur at thc coriipletioii oitlie project by the custoiiicr 01 its coiiti actoi. 



I@§@ Case No. 2010-0198 

Dated June 30,2030 
Itena No. 3 

nsc First §et of Data Reqraest 

Page 2 o f 2  

(2) As part of the prograiii process, tlie customer will submit an initial applicalion to tlie 
Company related to tlie project that will iiicliide, aiiioiig otlier things, estimated energy 
aiid demand savings. The purpose o€ the iiiitial application is to (1) eiistiie [lie pioject 
iiieets the requirements of the prograiii aiid (2) reserve iiiiidiiig in tlie progiaiii lo1 tlie 
customer. Based oil the prograiii iiiceiitive guidelines, the custoiiier will havc an estimate 
01 possible iiicentive payiiieiit based 011 the iiiitial applicatioii. I-lowevei , since iiiceiitive 
payiiieiits are not issued to tlie customer until aAer tlie project is coiiipleted and tlie post 
iiispectioii perforiiiecl, tliere will iiot be a need to recoup any iiiceiitives. Iiicciitivcs will 
be based 011 the filial approvecl applicatioii aiid post iiispectioii results 





Refer to the Application, Item 2, Part 3-Participation Goals. Is I<entucky Power preparcd to offer 
this prograiii to more customers if iiiterest exceeds expectations? 

'The decision whether to coiisidev expaiidiiig thc prograiii has not yet been macle. Tlic Coiiipaiiy 
intends to collect sufficient load data for a fill1 winter and stiiiiiiier season, at a iiiinimuiii, to 
piepare an aiialysis of tlie progiaiii. A full evaluation report is plaiiiiecl to be coiiiplcted clui iiig 
[he first half of 2012. Tlie report will be filed with tlie semi-aiiiiual DSM Status Report in 
August 20 12. I€ the results o€ the cost-ei'fectiveiiess tests are favorable, tlie DSM Collaborativc 
iiiay request Coiiiiiiissioii approval to expand the prograiii at that time. 

SS: Enol I< Wagiier 





REQUEST 

Rcl'er to the Application, Item 2, Part 5-Iiiceiitives. In the secoiid paragraph, Kentucky Power 
states that the program will iiot be available to custoiiiers in areas where communication 
inf ix  truc ture is not available. 

a. Explain what is iiieaiit by "necessary coiiiiiimiicatioii inlrastructure. " 

b State whether Kentucky Power has luiowledge of those allected areas or i l  that will oiily be 
detciiiiiiied at the delivery point identified in Part B-Delivery. 

c. 11' Kentucky Power knows the areas affected, will its iiiarltetiiig of tlie program be limited to 
only those areas luiowii to have the iiecessary coiiiiiiuiiicatioii infrastructure? 

a. In the event of a direct load coiitrol event, tlie third party iiiipleiiieiitatioii contractor will use 
existing telecoiiimuiiication equipment, S L I C ~  as a paging network to traiisiiiit the sigiial to 
switch the load cycliiig device 011 the customer's equipment. In soiiie areas, due to 
iiiomtaiiious terrain aiid possible liiiiitatioiis or uiiavai lability of existing telecoiiiiiiuiiic~tioii 
equipiiieiit, soiiie custoiiiers iiiay be uiiahle to receive tlie load coiitrol signal. 

Prograiii iiiil'leiiieiitatioii coiitractors will be required to assess the adequacy o C 
coiiiiiiuiiicatioiis facilities in coiiiiectioii with each prospective application. 

b ICPCo is miaware of the localioii of affected areas. Those areas, if any, will bc ic-lentified by 
t lic 1 hi r d party pro gram imp 1 eiiieiit at i on c o iitr act o r . 

c. Oiice an afkcted area is identified, tlie Coiiipaiiy will iiot actively marltel the program to 
those areas. 

WITNESS: Errol IC Wagiier 





REQUEST 

The Applicatioii does iiot include a proposed revisioii to Keiituclcy Powei's Deiiiaiicl-Side 
Maiiageiiieiit tariff aiid makes 110 mention of cost recovery. If the compaiiy is iiot plaiiiiiiig to 
initiate recovery upon the iiiiplemeiitatioii of tlie two proposed programs in August 20 I 0, wlieii 
tloes I<eiitucky Power plaii to do so? 

RESPONSE 

Dependent upon llie Commission's approval OC tlie two iiew proposed DSM pi ograiiis, the 
Collaborative aiiticipates to begin iiicurriiig costs associateci. with tlie two new prograiiis oii 01 

about October 1, 2010. Cost recovery is aiiticipated to begin 011 or about October 1, 201 0 The 
cost recovery tiiiie table coiiicicles willi llie required semi-amiual status report oT the DSM 
Collaborative which will be filed with tlie Coiiiiiiissioii on or about A L ~ ~ L I S ~  15, 2010 Thc 
A U ~ L I S ~  1 5, 20 10 filing will coiitaiii a proposed revisioii to tlie Kentucky Power Company's DSM 
Tariff which will reflect the calculation of costs associated with the two iiew DSM pi ogiaiiis 
being requested in this application, as well as tlie other t lme new programs being requested in 
Case No 20 10-00095 aiid the other DSM prograiiis previously approved by tlie Coiiiiiiissioii 

WITNESS: E ~ o l  I< Wagner 
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REQUEST 

I'rovide the calculatioas, spreadsheets, or other work papers used to derive the expectcd savings 
and benefits aiid beneGt/cost ratios associated with each of tlie proposed programs. 

Tliere were 110 expected savings or benefits or beiiefitkost ratios calculated for tlic Pilot 
Residential and Coiiiiiiercial Load Maiiageiiieiit Prograni. 

The calcihtioiis used to derive the expected saviiigs and lmieiits aiid beiiefitlcost ratios for 
the Coiiiiiiercial Tnceiitive Program are iiicluded 011 the attaclied CD. To determine tlie pi ograiii 
cost as liled, we calculated the cost per MWI-I avoided ratio fioiii the RFI, Llieii adjusted foi 
using iiiteriial iiiarlteting aiid evaluatioii costs (see "Program Costs" sheet). 

WITNESS: Err01 TC Wagner 
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REQUEST 

Provide the assumptions, calculatioiis, schedules or other work papers used to derive the annnal 
budgets for each of the proposed prograiiis. 

Attached are the assumptions, calculatioiis or other work papers used lo derive the aiiiiual 
budgets lor each ol: the proposed programs. The oiily schedules referred to were the "Timelines" 
iiicluded in the Application lor each of the proposed program. 

WITNESS: Errol IC Wagiier 
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Reiitucky Power issued an RFT to potential iiiiplenienlatioi vendors to assist with Clie estiuiiatioii 
of program costs. The results o f  the RFI were then used, aloiig with other Company-derived 
inFormatioii aiid input, to prepare the iinal esfiiiiales. The calculation of the estimates oftlie 
various coniponeiits is descri;ilwl in more detail below. 

Customer Jficeiitivcs 
WI responses fioin two progrLm iinpleineiitation vendors recoimneiicled an average incentive 
payment o€ $0.1 I/IcWh. Because the incentive paymelit is a variable cost that does not depeiid 
on the scale ofthe program, it was applied to the estiinaiecl energy savings for each year to 
estiniaie fhe miiiual total customer iiiceiitive costs: 
Year 1: Toid Asmial lcWh Energy SItviiigs ol406,798 1Wh IC $0.1 l/kWh= $ 44,745 
Year 2: Total Aimid ItWIi Energy Savings of.5,114,032 lcwh x $0.1 1/2cWh = $ 562,544 
Year 3: Told Annual lcWi Diiergy Savings of9,99S,608 kwh x $0.1 I/kcWi = $1,099,517 

Contractor Administration Costs 
The estimate from the vendors for the contractor adniinislration costs ranged iioin 22% 10 24% 
or  Ilie kola1 3 -year budget cost. The administration costs include a large f k x l  cost compoiient; 
IliereCore it was not practical to estimate program arhiiiistration cosls on a straight ratio basis 
when rcducing program scale. 

Instead, the Coiiipaiiy discussed achniiiistratioii costs for a smaller scale program with 
i~npleinentatioii vendors. They suggested that administration costs would lilcely be zt least SO% 
of the Ius1 year budget cost to account for program start-up cltiriiig a partial caleiidar yea.  IVCo 
assumed a contractor adniinistratioii cost of ahoul56% ($98,4 50) of llie first year program 
budget ($176,198). The first year o€tlie program will oidy cover aCcw months oC2010, and 
significant upfront work will iieecl to be coinpleted by the selected contractor lo bzrild the tmde 
ally network, finalize program design, develop forms, applications aiid marketing collateral, and 
other rcquireinents io lauiich tlie program. 

For yews 2 aizd 3,  which represent Ell11 caleiidw years, the provided contractor administration 
cost peixents were adj justecl slightly ulpwaxcts, based 011 veiidor recormnendatioiis, to pa 26.5% 
($236,268 and $461,796, respectively) of h e  total budget cost ($896,152 air1 $1,725,483, 
respectively). 

I 



KPSC Case No 2010-00198 
Commission Staff 1st Set of Data Requests 
Order Dated .June 30, 2010 
Item No. 8 
Page 3 of 7 

Program Promotion Costs 
Thc vendor-supplied estimate of the proiiiolioii costs €or a ihee-year program was approxiiziately 
6% of tlie total budget cost. Based upoii input from tlie M P S C  Marlcctiiig Depautmeiit that 
esliiiiatc was adjusted slightly higlier. Higlier promotion cost percentages are eqected for tlie 
first year for stad up, Aniiual Costs oL flat fees of$25,000 Lor Ycar 1, $60,000 for Year 2 and 
$98,960 for Yeax 3, totaling $183,960, was approxiiiialely 6.5% oCIhe total program budget cost 
($2,800,833). 

Program Evaluation Costs 
The total evaluation cost ($1 13,550) for all three prograiii years was estimated to be 
approximately 4% of the total 3-year budget cost ($2,800,833), which was allocated for each of 
the thee program years. Tlic majority ol'the evaluation costs was allocated to years 2 and 3. A 
budgetary estimate of tlie evduatioii costs fioin one vendor for the three-year program was 3.6% 
oftlie total budget cost, IQCo increased the percent of evaluatioii costs to 4% lo cover costs for 
follow-up surveys in yems 2 suid 3 that were not in the IWI proposals. 

2 
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CaIcniaticpns of ArmssnuaJI Budgei 

BiEOt ReSideil&tkd ;UId C0HQrrP;neiTleiPdB L0ad ~PdHZ8ge~~eJild ~ ~ O @ i ' Z l ~  

KPCo issued iui WI to potential biipleiiieiilalioii vendors to derive eslimaled prograii costs. The 
vmious cornpoileiits of die total cost, as well as the expected portion or the cost realized iii each 
y e a  weie based on the total expec(etl cosi. 

Material and Installation Costs - Residelitid 
WI responses from the threc iiiiplemeiitatioii vendors are as follows: 

$425,00 0 
$575,000 
$507,000 

___ Veiidor ff-1 $3 5 0,000 $75,000 

V ~ I ~ ~ O I  f#3 $340,000 $167,000 
Vcndor #2 $425,000 $150,000 

Average $m,64;7 $1130,667 

_I___ 

$%72,00 

Otir expected participation levels as filed axe: 

201 1 475 $1 76,700 $62,225 
500 $1 8 6,000 $GS,S00 

Material aid histallation Costs - Coinmercial 
Wl responses from the three inipfenientation vendors are as follows: 

$469.00 $132.00 $60d.00 
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Our expected participation levels as Bled are: 

Adii~inistr.ation Costs .. Both 
RPI responses from the thee impleineiitation veiidors are as follows: 

Combined Costs' 
RFI respoiises fiom the tlme impleineiitation vendors are as rollows: 

2 
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Participant Iiicentives ~ Residential 
Assruiiptioii: $5/monlh fos Ais Coiiditiomx Switch and $l/nionth for Walcs Heater S~vitch 

Paiticipmii hceiitives - Coiiiniercial 
AssLmptiou: $5/uiontfi lor h i s  Conditioner switch aiid $l/inoiith for Water Healer switch 

Switclz Maiiiteiiaiice Costsz- Residential 
Asslimption: Amiual Cost @ 2.% o€ h u a l  Equipment f Equipment Tnstdlation C!osts (Approx.) 

$4,780 
$5.030 

$12,575 
$233,925 -~ 

Swilcli Maintenance Co&-Coilullercial 
Assumption: Aminal Cost @ 2% o€Ami~ial Equipment I- Eqtiipiiieiit Installation Closts (Approx.) 

Yeax- Rate Total capst 

2011 2% $27,045 $540 
2012 2% $27,045 $540 

$6,010 $120 

3 
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Progra~ii Promotion Costs 
Asstiniption: h.l?lzuaX Costs ofi'lat fees 0€$15,000 for Year 1 ancl $35,000 for Years 2 and 3 for 

Residenlial Maxketiiig 
Almd Costs of flat fees of$l,OOO for Year 1 and $3,000 for Years 2 and 3 ror 
Conmiercial Mwketiiig 

Program Evaluation Costs 
Assumption: Total evalualion costs for all tlxec progmm yews ($72,250) for .(he projposed 
Residential and Coiiiiiiercial goals were esthiatcd to be approximately 5% o€ the total 3-yew 
budget cost ($1,353,390 w/o evaluatioii costs}, plus additional costs for a follow-tip survey 
($5,000). The total evaluation costs were allocated to the Resicleiitial aid Commercial gods for 
each of the three program yeam, wit11 a majority or Uie evdtiatioii COS'LS allocated to y e u s  2 aiid 
3. 


