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CRAWFORD & BAXTER, P.S.C.

ATTORNEYS AT LAW
523 Highland Avenue
P.O. Box 353
Carrollton, Kentucky 41008
James M. Crawford Phone: (502) 732-6688
Ruth H. Baxter 1-800-442-8680
Fax: (502) 732-8303
Alecia Gamm Hubbard E-Mail: CBJ523@aol.com
May 25, 2012

Mr. Jeff Derougn, Exgcutive Dirgact'or RECEEVED

Kentucky Public Service Commission
211 Sower Boulevard

P. 0. Box 615 MAY 25 2012
Frankfort, KY 40602 PUBLIC SERVICE
COMMISSION

RE: Case No 2012-00154
Dear Mr. Derouen:

Please find enclosed the original and ten (10) copies of the responses requested of Owen Electric
Cooperative in Commission Staff's First information Request issued May 15, 2012 in the above
referenced case.

~lease contact me with any questions.
Respectfully submitted,

CRAWFORD & BAXTER, P.S.C.
ATTORNEY’S AT LAW

523 Highland Avenue

P.0.Box 353

Carrollton, Kentucky 41008

Attorney for Applicant
Oweﬁctnc Cooperat?\nc /
BY: [ Joae /4 ’“’f =7

Y James M. Crawford

Enclosues


mailto:CBJ523@aol.com

COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

FILING OF OWEN ELECTRIC COOPERATIVE, INC. ) Case No.
TO IMPLEMENT A TIME OF DAY TARIFF FORITS ) 2012-00154
SMART HOME PILOT PROGRAM )

COMMISSION STAFF'S FIRST REQUEST FOR INFORMATION
TO OWEN ELECTRIC COOPERATIVE, INC.

Owen Electric Cooperative, Inc. (“Owen”), pursuant to 807 KAR 5:001, is to file
with the Commission the original and six copies of the following information, with a copy
to all parties of record. The information requested herein is due within 10 days of the
issuance of this request. Responses to requests for information shall be appropriately
bound, tabbed and indexed. Each response shall include the name of the witness
responsible for responding to the questions related to the information provided.

Each response shall be answered under oath or, for representatives of a public
or private corporation or a partnership or association or a governmental agency, be
accompanied by a signed certification of the preparer or the person supervising the
preparation of the response on behalf of the entity that the response is true and
accurate to the best of that person’'s knowledge, information, and belief formed after a
reasonable inquiry.

Owen shall make timely amendment to any prior response if it obtains
information which indicates that the response was incorrect when made or, though
correct when made, is now incorrect in any material respect. For any request to which

Owen fails or refuses to furnish all or part of the requested information, it shall provide a



written explanation of the specific grounds for its failure to completely and precisely
respond.

Careful attention shall be given to copied material to ensure that it is legible.
When the requested information has been previously provided in this proceeding in the
requested format, reference may be made to the specific location of that information in
responding to this request.

1. Owen’s rates resulting from Case No. 2011-00037' were effective for
service rendered on March 1, 2012. Has Owen determined the subsequent effect upon
its revenue of the new rates for March or April 2012 for its residential and small
commercial customers? Explain. Include all calculations and workpapers necessary to
support your explanation.

2. Owen proposes its new Smart Home Time of Day ("“Smart Home TOD")
program as a pilot. Explain whether the pilot is either limited to a certain number of
customers, or if it is to be limited to a set length of time.

3. Explain whether Owen has estimated the number of participants in the
Smart Home TOD program, either initially or over time.

4, Explain whether Owen is confident that any erosion of revenue that could
occur as a result of its Smart Home TOD program will be adequately tempered by
Owen’s rate design changes authorized in Case No. 2011-00037, or if decreased
revenue could eventually cause rates to increase for all residential and small

commercial customers.

' Case No. 2011-00037, Application of Owen Electric Cooperative Corporation
for an Order Authorizing a Change in Rate Design for Its Residential and Small
Commercial Rate Classes, and the Proffering of Several Optional Rate Designs for the
Residential Rate Classes (Ky. PSC Feb. 29, 2012).

-2- Case No. 2012-00154



5. Is Owen's proposed Smart Home TOD rate designed to be bill-neutral if a
customer takes no action in changing their energy consumption pattern? Explain.

6. a. Would Owen object to a reporting requirement on the resuits of its
Smart Home TOD program if the program is approved?

b. If reporting is required, what frequency, format, and type of data
would Owen recommend including in a report?

7. Explain why Owen proposes a two-year commitment for participation in
the Smart Home TOD program.

8. Explain the development of the energy charge component of the Smart
Home TOD rate. Include all calculations and workpapers necessary to support your
response.

9. Owen's On-peak, Off-peak, and Shoulder hours differ from the On-peak
and Off-peak hours of East Kentucky Power Cooperative, Inc. (*East Kentucky”),
Owen's energy supplier. For example, Owen has a separate rate for Shoulder hours
that East Kentucky does not have. Explain why the On-peak and Off-peak demand
periods for a program designed to shift usage to periods of lower demand should not
match the On-peak and Off-peak demand periods of its supplier.

10. In Case No. 2011-00037, the key components identified for the Smart
Home TOD program were: 1) Smart thermostat; 2) Water heater control; 3) Smart
appliances; 4) Smart switch; 5) Home management system consisting of display,
communication system, meter and home software; 6) Host software; and 7) Third party
interface. Provide a brief explanation of each component, including whether each
component is still part of Owen's current proposal. If any component has been

eliminated, or changed, explain why.
-3- Case No. 2012-00154



11.  Explain whether vendors other than Tendril have been chosen for the
hardware and software requirements for the Smart Home TOD program. Include in the
explanation how the vendors were chosen, whether through an RFP or otherwise; and
how the comparative costs were evaluated. Include all calculations and workpapers
necessary to support your explanation.

12.  Provide the cost to equip an individual home with the necessary software
and hardware to participate in the Smart Home TOD program. When possible, list each
item separately, including the cost of the item and estimated labor to install the item.

13.  Confirm that the Smart Home TOD program is entirely voluntary and
whether there is an initial cost for joining the program, or if a participant is responsible
for separately covering any of the costs incurred for installation of the necessary
hardware or software.

14.  Explain whether there are any terms or conditions for participation in the
Smart Home TOD program other than those set forth in Owen’s Schedule 1-B4 Smart
Home Pilot - Time of Day tariff.

15.  Refer to Item 3 in the Response to the Attorney General's Supplemental
Data Request in Case No. 2011-00037% and ltem 1 of Owen’s Response to Information
Request at Hearing filed with the Commission on May 3, 2012.

a. Identify who will host the data from the Smart Home Pilot Project
and what steps have been taken to ensure the security of the data.
b. Explain how the Smart Home Pilot Project fits into Owen's long-

term strategy for demand-side management and demand response programs.

- Case No. 2012-00154



C. Explain why the total budget cost of the Smart Home Pilot Project
has increased from $490,000 to $793,325. Include with the explanation a breakdown of
the most recent projected budget.

d. Explain how Owen will pay for the $361,663 for its share of the
Smart Home TOD program.

e. Tendril Networks, Inc. has been selected as the vendor to provide
services for the Smart Home program at a cost of $793,325. Explain whether this is the
total cost of the program. If there are other costs, provide the individual cost and an

explanation of the reason for the cost.

eclitive Director
Public Service Commission
P.O. Box 615
Frankfort, KY 40602

MAY 15 2012
DATED

cc: Parties of Record

Case No. 2012-00154



Mark Stallons
President
Owen Electric Cooperative, Inc.
8205 Highway 127 North
P, 0. Box 400
venton, KY 40359

Service List for Case 2012-00154



Affiant, Rebecca Witt, states that the answers given by her to the foregoing questions are

true and correct to the best of her knowledge and belief.

A,

Rel(ecca Witt

Subscribed and sworn to before me by the affiant, Rebecca Witt, this 0?5”/]

day of May, 2012.

Notary A ltna K Mo

State-at-Large

My Commission expires a ,ID)LL& I+ 2005



Affiant, Jim See, states that the answers given by him to the foregoing questions are true

and correct to the best of his knowledge and belief.

Jim See s

Subscribed and sworn to before me by the affiant, Mark A Stallons, this

AP day of May, 2012.

Notary u//‘)QMW(LﬂL/ mm

State-at-Large

My Commission expires aﬁuﬁ / T QO/ 6 .




Affiant, Mark A Stallons, states that the answers given by him to the foregoing questions

are true and correct to the best of his knowledge and belief.

Mal‘k A StaHOnS

Subscribed and sworn to before me by the affiant, Mark A Stallons, this

,25“/’ day of May, 2012.

oy Al K Ao

State-at-Large

My Commission expires &p}ﬂ Q/ Mo ,QD‘ 9



Affiant, James Adkins, states that the answers given by him to the foregoing questions

are true and correct to the best of his knowledge and belief.

(e £ (2l

J ?@dkins

i

. . . yf’?}’j‘/”/q
Subscribed and sworn to before me by the affiant, James Adkins, this _&5.
day of May, 2012.

Notary(_ /{x/ (J (} Ldd D 4’\/ (/[/L@&(J/LU

State-at-Large

My Commission expires O/’/CW,L@ / L{“, A0lD




Affiant, Michael Cobb, states that the answers given by him to the foregoing questions

are true and correct to the best of his knowledge and belief.

Michael Cobb

Subscribed and sworn to before me by the affiant, Michael Cobb, this QFST N
day of May, 2012.

Notaryt_ ]\Aﬁ 0 LU K &/M»O Ohi

State-at-Large

My Commission expires Qp}w@ M{ A01D







ltem No 1
Page 1 of 2
Witness: Rebecca Witt

OWEN ELECTRIC COOPERATIVE
CASE NO 2012-00154
RESPONSE TO COMMISSION STAFF’S FIRST INFORMATION REQUEST

Question:

Owen'’s rates resulting from Case No. 2011-00037 were effective for service rendered on
March 1, 2012. Has Owen determined the subsequent effect upon its revenue of the new
rates for March or April 2012 for its residential and small commercial customers?
Explain. Include all calculations and workpapers necessary to support your explanation.

Response:

Owen Electric Cooperative (Owen) has calculated the impact of the new rate design on its
revenue for 2012. The effect of the rate design change for the months of March and April
2012 is $57,423.14. The months of March and April are typically low sales months, so a
positive effect of the rate design change during those months would be expected. During
periods of low sales, the increase in the customer charge would be expected to exceed
the decrease in the energy charge. During periods of high sales, the opposite would be
true as the decrease in energy rates would be greater than the increase in the customer
charge. Owen expects that the total impact in a normalized annual period would be
minimal, as was predicted in Case No 2011-00037. See attached document for the

calculations referenced above.
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ltem No 2
Page 1 of 1
Witness: Jim See

OWEN ELECTRIC COOPERATIVE

CASE NO 2012-00154
RESPONSE TO COMMISSION STAFF’S FIRST INFORMATION REQUEST

Question:

Owen proposes its new Smart Home Time of Day (“Smart Home TOD") program as a pilot.
Explain whether the pilot is either limited to a certain number of customers, or if it is to be

limited to a set length of time.

Response:

The pilot is limited at this time to 310 members (with one (1) additional application at
Owen'’s HQ building to be used as a display) and is anticipated to run 2 years.






Item No 3
Page 1 of 1
Witness: Jim See

OWEN ELECTRIC COOPERATIVE
CASE NO 2012-00154
RESPONSE TO COMMISSION STAFF'S FIRST INFORMATION REQUEST

Question:

Explain whether Owen has estimated the number of participants in the Smart Home TOD
program, either initially or over time.

Response:

The pilot is designed for 10 employee participants with full Home Area Network (HAN)
including thermostat and hot water heater control, 100 low income members with full
(HAN) including thermostat and hot water heater control, 100 non low income members
with full HAN including thermostat and hot water heater control, and 100 members with

HAN but no thermostat or water heater control.






Item No 4
Page 1 of 1
Witness: Mark Stallons

OWEN ELECTRIC COOPERATIVE
CASE NO 2012-00154
RESPONSE TO COMMISSION STAFF'S FIRST INFORMATION REQUEST

Question:

Explain whether Owen is confident that any erosion of revenue that could occur as a result
of its Smart Home TOD program will adequately tempered by Owen'’s rate design changes
authorized in Case No. 2011-00037, or if decreased revenue could eventually cause rates

to increase for ali residential and small commercial customers.

Response:

Owen is specifically requesting a customer charge of $25 in order to mitigate any erosion
of revenue that could occur as a result of the Smart Home TOD program. As stated in
Case 2011-00037 our consumer related fixed expenses are roughly $27 per member and
if we include power related distribution losses the fixed cost exposure rises to $36 per
member. If variable energy sales do not adequately cover the remaining fixed expenses,
as well as the variable East Kentucky Power Cooperative, Inc. (EKPC) power supply
costs, then we may have to return to the PSC and request a revenue neutral revision in the
Smart Home TOD rate where the customer charge would be increased with a

corresponding decrease in the variable energy charge.






ltem No 5
Page 1 of 1
Witness: Jim Adkins

OWEN ELECTRIC COOPERATIVE

CASE NO 2012-00154
RESPONSE TO COMMISSION STAFF’S FIRST INFORMATION REQUEST

Question:

Is Owen's proposed Smart Home TOD rate designed to be bill-neutral if a customer takes
no action in changing their energy consumption pattern? Explain.

Response:

The proposed Smart Home TOD rate is designed to be revenue neutral for the whole rate
class. The average usage customer would see no change in their bill but those

customers with less or greater than average usage would see a change in the monthly bill.






ltem No 6
Page 1 of 1
Witness: Mark Stallons

OWEN ELECTRIC COOPERATIVE
CASE NO 2012-00154
RESPONSE TO COMMISSION STAFF'S FIRST INFORMATION REQUEST

a. Question:

Would Owen object to a reporting requirement on the results of its Smart Home TOD

program if the program is approved?

b. Question:

If reporting is required, what frequency, format, and type of data would Owen recommend

including in a report?

Response:

Owen has no objection to reporting the results of its Smart Home TOD program, assuming
it is approved. Owen would recommend an annual report consisting of an executive
summary including energy and demand savings, total revenue, costs, and margins
associated with the pilot groups. In addition Owen would attach all associated

calculations and formulas used to calculated the above described information.






ftem No 7
Page 1 of 1
Witness: Jim See

OWEN ELECTRIC COOPERATIVE
CASE NO 2012-00154
RESPONSE TO COMMISSION STAFF'S FIRST INFORMATION REQUEST

Question:

Explain why Owen proposes a two-year commitment for participation in the Smart Home
TOD program.

Response:

The Smart Home Pilot Project is a part of Owen'’s approved Department of Energy (DOE)
grant. The original DOE requirement is for this project to be operational by the end of
2012 with two years of data collection before the end of 2014. However, recently DOE

revised the timeline to end on July 31, 2014.






ltem No 8
Page 1 of 5
Witness: Jim Adkins

OWEN ELECTRIC COOPERATIVE
CASE NO 2012-00154
RESPONSE TO COMMISSION STAFF'S FIRST INFORMATION REQUEST

Question:

Explain the development of the energy charge component of the Smart Home TOD rate.

Include all calculations and workpapers necessary to support your response.

Response:

The development of the energy charges are presented on pages 2 through 4 of this
response. Pages 2 and 3 contain the load data for Schedule A and page 4 provides the
details dealing with the rate. These rates are based on the same test year for Owen as in
Case No. 2011-00037. The first step was to determine the revenue from the current
rates. The second step is to obtain the load data for the rate schedule and determine the
desired on-peak, off-peak and should periods. The third step is to determine what the
rates would be for the customer charge, the off-peak period and the shoulder period.
Owen set the following rates for these periods at $25.00, $0.06, and $.08 respectively.
The fourth step was the determination of the on-peak energy rate by dividing the additional
revenue needed from this rate by the on-peak energy. This rate comes out to $0.16329
per kWh. As stated above, the details for this approach are provided on page 4. The
customer charge rate was chosen so that most of the customer related costs are provided
by the charge. The energy rates have been selected on the basis of judgment.

It should be noted that page 5 of this response is a new tariff sheet that contains the proper
rates for this proposal. The original tariff had an error in the development of the proposed

rates.
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OWEN ELECTRIC COOPERATIVE
CASE NO. 2012-00154

Witness:

RESPONSE TO COMMISSION STAFF'S FIRST DATA REQUEST

PROPOSED SMART HOME RATE

ltem No. 8
Page 4 of 5
Jim Adkins

Revenue from current rates

Customer Energy

Charge Rate
Rates S 1420 $ 0.09
Billing Units S 648,908 $ 710,449,061

$ 9,214,494 $ 60,707,872
Total S 69,922,366

Development of Proposed Rates - Smart Home

Rate Units Revenue
Customer Charge $ 25.00 648,908 S 16,222,700
Off-peak Energy 0.06000 477,783,602 $ 28,667,016
Shoulder Energy 0.08000 155,595,795 $ 12,447,664
Total Revenue $ 57,337,380
Total Energy 633,379,397
On-peak Revenue Requirements S 12,584,986
On-peak Energy 77,069,664
On peak Energy Rate 0.16329

Proposed Smart Home Rates

Customer Charge S
On-peak Energy Charge per kWh S 0.16329
Off-peak Energy Charper kWh S
Shoulder Energy Rate per kWh S

25.00

0.06000
0.08000




ltem No 8
Page 5of 5
Witness Jim Adkins

FOR Entire Territory Served
Community, Town or City

P.S.C. KY.NO. 6

Original SHEET NO. 23D

Owen Electric Cooperative, Inc.

CANCELING P.S.C. KY. NO.

(Name of Utility)
SHEET NO.
CLASSIFICATION OF SERVICE

SCHEDULE 1-B4 - SMART HOME PILOT - TIME OF DAY )

A. Applicable — to the entire territory served.

B. Available - to all consumers eligible for Schedule I-Farm and Home participating in Owen Electric’s Smart Home Pilot
Program. Participation will be limited to those residential members residing in single family homes with high speed
internet access, air conditioning/electric heat, electric water heating, and who use on average 1,100 kWh of energy or more
each month. Two year minimum commitment required.

C. Type of Service - Single Phase, 60 cycle, 120/240 volt.

D. Rate

Customer Charge (no usage) $25.00 per meter, per month
Energy Charge per kWh

On-Peak Energy $0.16329

Off-Peak Energy $0.06000

Shoulder $0.08000

E. Schedule of Hours

On-Peak and Off-Peak Hours

Months Days (5 days a week) | On-Peak Hours Off-Peak Hours Shoulder Hours

May thru September | Monday thru Friday 4:00 p.m. to 7:00 p.m. 9:00 p.m. to 12:00 noon | 12:00 noon to 4:00 p.m.

7:00 p.m. to 9:00 p.m.

October thru April Monday thru Friday 7:00 a.m. to 10:00 am. | 10:00 a.m. to 5:00 p.m. 5:00 p.m. to 10:00 p.m.

10:00 p.m. to 6:00 a.m. 6:00 a.m. to 7:00 a.m.

F. Terms of Payment - the above rates are net, the gross being five percent (5%) higher. In the event the current monthly bill
is not paid within fifteen days from the date the bill was rendered, the prompt payment discount will be forfeited and the
gross amount shall apply.

The monthly kilowatt hour usage shall be subject to plus or minus an adjustment per kWh determined in accordance with
the Fuel Adjustment Clause.

The tariff is subject to the Energy Emergency Control Program as filed with the Kentucky Energy Regulatory Commission
(now the Public Service Commission) on February 23, 1981, in Administrative Case No. 240, and as approved by the
Commission Order of March 31, 1981.

DATE OF ISSUE April 17,2012
Month / Date / Year

DATE EFFECTIVE Service rendered on and after June 1, 2012

Month / Date / Year
ISSUED BY
(Signature of Officer)
TITLE President /CEQ

BY AUTHORITY OF ORDER OF THE PUBLIC SERVICE COMMISSION
IN CASE NO. DATED







item No 9
Page 1 of 1
Witness: Jim Adkins

OWEN ELECTRIC COOPERATIVE
CASE NO 2012-00154
RESPONSE TO COMMISSION STAFF'S FIRST INFORMATION REQUEST

Question:

Owen’s On-peak, Off-peak, and Shoulder hours differ from the On-peak and Off-peak
hours of East Kentucky Power Cooperative, Inc. (“East Kentucky”), Owen’s energy
supplier. For example, Owen has a separate rate for Shoulder hours that East Kentucky
does not have. Explain why the on-peak and Off-peak demand periods for a program
designed to shift usage to periods of lower demand should not match the On-peak and
Off-peak demand periods of its supplier.

Response:

Owen has selected hours that differ from EKPC’s on-peak and off-peak periods for several
reasons. One, Owen evaluated its peak, off-peak, and shoulder periods based on
Owen’s Schedule A. Second, Owen has evaluated EKPC’s on and off-peak periods with
primary emphasis on the timing of EKPC’s monthly coincident peak (“CP”). And third,
Owen wished to include hours that would make the program more attractive for its
members to choose. EKPC's on-peak hours, which include weekends, cover a long
period of time and do not attract participation by Owen’s members.

It should be noted that Owen’s proposed peak hours and shoulder hours do cover most of
EKPC's on-peak hours for weekdays. Owen’s peak hours also covers EKPC’s monthly
fifteen minute billing CP interval for the recent years that were reviewed.






Item No 10
Page 1 of 2
Witness: Jim See

OWEN ELECTRIC COOPERATIVE
CASE NO 2012-00154
RESPONSE TO COMMISSION STAFF'S FIRST INFORMATION REQUEST

Question:

In Case No. 2011-00037, the key components identified for the Smart Home TOD
program were: 1) Smart thermostat; 2)Water heater control; 3) Smart appliances; 4) Smart
switch; 5) Home management system consisting of display, communication system, meter
and home software; 6) Host software; and 7) Third party interface. Provide a brief
explanation of each component, including whether each component is still part of Owen’s
current proposal. If any component has been eliminated, or changed, explain why.

Response:
The components of the Smart Home TOD pilot project are:

a. Dual meter socket ~ to accommodate two meters on the home. Two meters are

required since there is no ZigBee capable meter available for the Cooper power

line carrier AMI system Owen currently uses.

b. ERT meter — This is the second meter required to send meter data to the Home
Area Network (HAN) system. As noted above, this additional meter is required
because the vendor utilized by Owen does not currently have a meter with the
capability to transmit to the HAN system.

c. Tendril Translate — converts the ERT meter data to ZigBee, (the communication
format for the HAN system), and transfers the data to the Tendril Transport

device.

d. Tendril Transport — the hardware and software, or the brains, of the HAN with an
internet link to the web site where the energy management interface resides.

e. Host Software — Software as a Service (SaaS) hosted by Tendril where the
members’ data resides, and includes an Owen branded website which is available
to members and Owen staff. The website contains all of the calculations and
analytical tools that can be viewed by the members and used by Owen to analyze
the data and create reports. This website is accessible to the member on their

personal computer and also through their smart phone.
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Page 2 of 2
Witness: Jim See

OWEN ELECTRIC COOPERATIVE
CASE NO 2012-00154
RESPONSE TO COMMISSION STAFF'S FIRST INFORMATION REQUEST

f. Display — Not included to save on the cost of the system and because the data is
available on the members’ personal computer and on their smart phone.

g. Tendril Set Point thermostat — programmable thermostat, which may be
programmed either locally or remotely by computer or smart phone.

h. Tendril Load control switch —~ 240 volt hard wired HAN controlled and monitored

switch to control the hot water heater.

i. ThinkEco Modlet SE - 120 volt 15 amp outlet plug that the HAN system can
control and monitor. Only 10 of these are being deployed initially for evaluation and

possible use in low income homes for window air conditioners.

j. Smart Appliances — excluded due to cost constraints.
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Witness: Jim See

OWEN ELECTRIC COOPERATIVE
CASE NO 2012-00154
RESPONSE TO COMMISSION STAFF'S FIRST INFORMATION REQUEST

Question:

Explain whether vendors other than Tendril have been chosen for the hardware and
software requirements for the Smart Home TOD program. Include in the explanation how
the vendors were chosen, whether through an RFP or otherwise; and how the
comparative costs were evaluated. Include all calculations and workpapers necessary to

support your explanation.

Response:
Tendril was the only vendor selected for the Smart Home TOD program.

The program started off with an RFP developed between Owen and Power System
Engineering (PSE), who is NRECA’s consultant for this project. At the same time we
developed a potential vendor list of 13 companies. The RFP was sent to all 13 companies
which resulted in 8 bids. The eight were initially evaluated on capability, pilot cost and
deployment cost. Through the RFP process, we learned a lot and the scope of the work
continued to be modified. One of the primary things we learned was that Software as a
Service (SaaS) hosted by a third party vendor is more effective than hosting the systems
at Owen. The vendor has the skills, the security, the resources, and it is more economical
for the vendor to provide that service. From the initial assessment we developed a list of
questions and held webinars with each of the vendors to address those questions, and to
answer any particular questions from their bid. During that process we were able to
eliminate four bidders. One of the eliminated vendors was a cell system company whose
coverage was not reliable in Owen’s territory, one was too expensive for the SaaS monthly
fee, one did not have all the capabilities the RFP required, and two companies worked
together but supplied separate bids so we eliminated one.

Owen then developed an addendum to the RFP that would allow us to make more
accurate comparisons and held half day on-site meetings with each of the remaining four
vendors. It was determined that all four vendors were capable of doing the project so the
next goal was to determine which would be the best for a deployment at Owen. After these

meetings Owen made reference calls on all four vendors to evaluate customer satisfaction
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Witness: Jim See

OWEN ELECTRIC COOPERATIVE
CASE NO 2012-00154
RESPONSE TO COMMISSION STAFF'S FIRST INFORMATION REQUEST

and deployment experience. Two vendors were eliminated at this point due to either bad
references and/or lack of experience, even though their bids were lower. The remaining
two bidders were very close. We chose the final vendor due to their excellent experience
and capability in all areas including software, member engagement, recruitment,
measurement and verification, deployment skills, and past project experience.

See attached document for bid comparisons for final four vendors. Note that bid
selection was made based upon the initial scope of work and the RFP (provided to the
Commission as a Post Hearing Data Request ltem in Case No 2011-00037).
Subsequent to awarding the bid, the project's scope of work was expanded. See
response to item No.15c for further explanation of the increase in cost of the project over

its original estimate.
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OWEN ELECTRIC COOPERATIVE
CASE NO 2012-00154
RESPONSE TO COMMISSION STAFF'S FIRST INFORMATION REQUEST

Question:

Provide the cost to equip an individual home with the necessary software and hardware to
participate in the Smart Home TOD program. When possible, list each item separately,
including the cost of the item and estimated labor to install the item.

Response:
211 HAN pius Thermostat
Smart Home Pilot Components 100 HAN only and Hot Water Control

Dual Meter Socket- Estimated average cost $100 $100
ERT Meter - (Owen was able to find used devices) $15 $15
Installation of ERT Meter and Meter Sacket $50 $50
Tendril Translate $135 $135
Tendril Transport 5135 $135
Tendril Set Point Thermostat $135
Tendril Hot Water Heater Control $135
Installation of Tendril Translate and Tendril Transport $157

Installation of Tendril Translate, Tendril Transport,

Thermostat, Water Heater Control $400

Total installation cost per home $592 $1,105

Additional costs of $95 per ThinkEco Modlet SE unit will be incurred as needed for the
purchase of these items. Also, there is a Software as a Service (SaaS) fee of $11.76 per
month per home for the software service during the pilot project. If Owen decides to
implement a full deployment of this system, the SaaS fee will be reduced based upon the
number of participants, and is currently expected to be approximately $3.66 per month per

home.
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OWEN ELECTRIC COOPERATIVE
CASE NO 2012-00154
RESPONSE TO COMMISSION STAFF’'S FIRST INFORMATION REQUEST

ltems a, b, ¢, and d listed above are expected to be eliminated if Owen decides to
implement a full deployment of the project, as these components will be incorporated into
a smart meter being developed by Owen's AMI power line carrier provider.
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OWEN ELECTRIC COOPERATIVE
CASE NO 2012-00154
RESPONSE TO COMMISSION STAFF’'S FIRST INFORMATION REQUEST

Question:

Confirm that the Smart Home TOD program is entirely voluntary and whether there is an
initial cost for joining the program, or if a participant is responsible for separately covering
any of the costs incurred for installation of the necessary hardware or software.

Response:

Owen’s Smart Home pilot is an entirely voluntary program that members may elect to
participate in. Members will not incur any additional costs for joining or participating in

the smart home pilot program.
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OWEN ELECTRIC COOPERATIVE
CASE NO 2012-00154
RESPONSE TO COMMISSION STAFF'S FIRST INFORMATION REQUEST

Question:

Explain whether there are any terms or conditions for participation in the Smart Home
TOD program other than those set forth in Owen’s Schedule 1-B4 Smart Home Pilot ~
Time of Day Tariff.

Response:

For the sake of the Smart Home TOD pilot program, participation will be limited to
those residential members residing in single family homes with high speed internet
access, air conditioning/electric heat, electric water heating, and who use on average
1,100 kWh of energy or more each month. The revised tariff, included in ltem 8, page
5 of 5, has been edited to include all terms and conditions for participation in the pilot.
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OWEN ELECTRIC COOPERATIVE
CASE NO 2012-00154
RESPONSE TO COMMISSION STAFF'S FIRST INFORMATION REQUEST

Refer to Item 3 in the Response to the Attorney General’'s Supplemental Data Request in
Case No. 2011-00037 and Item 1 of Owen’s Response to Information Request at Hearing
filed with the Commission on May 3, 2012.

a. Question:

Identify who will host the data from the Smart Home Pilot Project and what steps have

been taken to ensure the security of the data.

a. Response: (Jim See, Witness)
Tendril will host the data for the Smart Home Pilot Project. The steps taken to ensure data

security are:

1. Confidentiality agreement in contract
. Secure FTP website setup to ensure data encryption during transfer.
3. Inserted below is information from “Tendril Platform, Architecture and Security
Overview”

Security

The increased complexity of Smart Grid technologies and operations require solutions
that are secure and reliable on every level. Since inception, Tendril has been committed
to incorporating strong cyber security protection measures into its platform. Tendril has
adopted an approach to cyber security based on well-known industry standards and
best practices. In addition, security best practices are included throughout Tendril’s
software development life cycle. Tendril actively participates in several open alliances
and work groups in an effort to adopt and advance cyber security solutions throughout
the Smart Grid space, including the Cyber Security Coordination Task Group (CSCTG),
the UCAlug Smart Grid Security (SG Security) and the Open Web Application Security
Project (OWASP). A risk management approach based on NIST SP 800-30 has been used
to identify, classify, and analyze relevant threats and vulnerabilities. Tendril uses a
qualified third-party to perform periodic external vulnerability assessments of its
infrastructure and network services. Tendril also performs an end-to-end system
security profile analysis, including (but not limited to) reviews of architecture, operating
procedures, deployment and hardening process, audit and event management, packet
traces, and patch management.

Security Standards

Tendril incorporates the following standards throughout the product life-cycle:

e NIST IR 7628 — DRAFT Smart Grid Cyber Security Strategy and Requirements! |
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OWEN ELECTRIC COOPERATIVE
CASE NO 2012-00154
RESPONSE TO COMMISSION STAFF'S FIRST INFORMATION REQUEST

* ASAP-SG AMI Security Profile — Profile for securing Advanced Metering

Infrastructure (AMI)

e AMI-SEC System Security Requirements — Advanced Metering

Infrastructure (AMI) and Smart Grid end-to-end security

o NIST Special Publication (SP) 800-30 — Risk Management Guide for

Information Technology Systems

» NIST Special Publication {SP) 800-53 ~ Recommended Security Controls for US Federal
Information Systems and Organizations

e OpenHAN — Home Area Network (HAN) device communication, measurement, and
control (includes security use cases)

e ZigBee Smart Energy Profile — Home Area Network (HAN) Device

Communications and Information Model

e Open Web Application Security Project (OWASP) -~ Worldwide free and open
community focused on improving the security of application software

Physical Security

Physical security is provided by a SAS 70 Type |l certified co-location partner and
includes 24-hour manned security, biometric access control, video surveillance, and
physical locks.

Network Security

Tendril employs multiple layers of commercial firewalls to build a layered defense to
external network attacks. Tendril utilizes a default deny firewall rule-set. Only the
minimum required services are allowed access. All computing and network resources
are continuously monitored for service availability as well as resource constraints.
Server Security

¢ Tendril maintains the system in a secure and hardened configuration in the Tendril
data center.

e All production servers have been hardened with the Bastille Linux hardening scripts.

¢ All unnecessary services and software have been removed.

¢ All production servers are registered with our patch management system.

¢ All operating system and application patches are tracked and audited.

¢ All user accounts are controlled by a centralized account management system based
on LDAP. Each user is given a unique username and password that allows them access to
the resources that they require.

Virtual Security

Tendril uses a virtualization server infrastructure. Remote access to all physical servers is
restricted to Tendril NOC personnel and requires the use of a specific admin virtual
private network (VPN).
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OWEN ELECTRIC COOPERATIVE
CASE NO 2012-00154
RESPONSE TO COMMISSION STAFF’'S FIRST INFORMATION REQUEST

Application Security

Tendril supports communications to several entities, including to home area networks
(HANs) using both AMI network and broadband, integration with AMI Head-

End, MDMS and CIS systems and other 3rd-party applications and data stores and has
implemented comprehensive application security model to support all communication
channels.

Communications from the home to the Tendril Connect Platform servers over
broadband are secured using two-way SSL/TLS encrypted communications, ensuring
integrity, confidentiality, and authentication of all data in transit. Role based access
control provides deeper security. While back-office- file-based interfaces are secured
using SSH File Transfer Protocol (SFTP). In addition, application data access from portals
and mobile applications occurs over

HTTPS and all application data access is authenticated. Communication between

Tendril Connect Platform and AMI Head-End typically follow SOA-based integration
patterns and leverages these means of security.

Home Area Network Security

ZigBee enabled smart-meters are adopting Elliptical Curve Cryptography (ECC) at brisk
pace. Tendril’'s Smart Energy certified devices are ECC enabled, ensuring secure data
transmissions within the Home Area Network and meter.

Data Security

Customer-specific network security zones and servers are utilized to ensure system
segregation. Application security encrypts sensitive data at rest. All backups are stored
using AES-256 encryption.

Organizational Security

Tendril utilizes a least privilege-required system of access permissions. Personnel are
only given as much access as is required for them to do their duties.

Security in the Cloud

As a leader in the field, Tendril offers a best-in-class platform for managing Demand-
Side Smart Grid deployments. As a trusted third party between the consumer and utility,
Tendril as a Cloud provider serves as an intermediary in matters of privacy and data
ownership. Tendril in this way is a type of escrow agent, alleviating sources of conflict
between utilities and consumers. There are a number of benefits to data privacy and
ownership that are availed through leveraging Tendril's cloud solution.
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b. Question:

Explain how the Smart Home Pilot Project fits into Owen’s long-term strategy for

demand-side management and demand response programs.

b. Response: (Mark Stallons, Witness)

The Smart Home Pilot Program is one of several board approved strategic plan
initiatives designed to provide members with tools to manage their energy use. The
pilot is necessary to measure energy savings, demand savings, technology readiness,
program cost, consumer acceptance, and ultimately financial feasibility of said
technology and associated rate incentive strategy. Additional Action items in the
developmental pipeline include Pre-Pay Metering & Kentucky How Smart programs.

C. Question:

Explain why the total budget cost of the Smart Home Pilot Project has increased from
$490,000 to $793,325. Include with the explanation a breakdown of the most recent
projected budget.

C. Response: (Jim See, Witness)

Owen’s initial Smart Home project was to be overseen by Owen and had 100 homes with
displays, programmable thermostats, hot water switches, member home management
software, and smart appliances. Enroliment, deployment, and support were not defined
but input was requested from the vendors. There was also a proof of concept phase, a
phase one of 5 to 10 homes then the pilot of 100 homes. Since this technology was so
new, Owen’s approach, working with our expert consultant PSE, was to give flexibility to

our vendors so we could evaluate their approach as well as the vendors themselves.
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Through the long evaluation process explained in question 11, Owen Electric along with
PSE assistance, enhanced the Smart Home pilot to be SaaS hosted, having 311
installations (three 100 member test groups, 10 employees and one for demo for HQ and
training), Tendril will do all the marketing, deployment, analysis and Tier 1, 2 and 3
support.

East Kentucky Power Cooperative (EKPC), Owen’s power supplier, suggested that Owen
add a low income initiative of 100 additional homes, and agreed to contribute $70,000 to
the cost of the project. After review, Owen accepted the EKPC proposal and
incorporated it into the final scope of work.

Cost breakdown:

Project Management Services - $180,685

Marketing Consulting and enrollment services - $80,325
Member Surveys - $15,000

Web Portal Branding - $11,500

Software platform setup - $85,000

HW warranty and shipping - $5,665

SaaS - $109,710

Tier -1 Support - $51,450

. HAN installations — $112,100

0. Hardware - $141,890
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d. Question:

Explain how Owen will pay for the $361,663 for its share of the Smart Home TOD
program.

d. Response: (Mark Stallons, Witness)

Owen will fund its share of the Smart Home TOD program through revenue generated by

ongoing operations.



{tem No 15
Page 6 of 6
Witnesses: Mark Stallons & Jim See

OWEN ELECTRIC COOPERATIVE
CASE NO 2012-00154
RESPONSE TO COMMISSION STAFF’S FIRST INFORMATION REQUEST

e. Question:

Tendril Networks, Inc. has been selected as the vendor to provide services for the Smart
Home program at a cost of $793,325. Explain whether this is the total cost of the
program. If there are other costs, provide the individual cost and an explanation of the

reason for the cost.

e. Response: (Jim See, Witness)

The Statement of Work (SOW) with Tendril is a fixed price. In a project of this scope,
complexity, and due to the infancy of the technology, Owen fully expects changes in the
scope of work to occur. The change order process, built into the contract, will address
any additional costs relating to scope changes in the project. At this time it is not possible

to identify what those changes in scope might entail.



