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139 East Fourth Street

P.O. Box 960

DUKE 1303-Ma
ENERGY Cincinnati, Ohio 45201-09:8
® 0: 513-287-4320

f 513-287-4385

Rocco.0.D'Ascenzo@duke-energy.com
Rocco O. D'Ascenzo
Associate General Counsel

VIA OVERNIGHT DELIVERY

May 1, 2015 =D
1/ { : ) : ‘5

Mr. Jeff Derouen PUR ICE

Executive Director COMMISSION

Kentucky Public Service Commission
211 Sower Blvd
Frankfort, KY 40601

Re: Case No. 2015-00075
In the Matter of the Back-Up Power Supply Plan of Duke Energy Kentucky
Inc.
Dear Mr. Derouen:

Enclosed please find an original and twelve copies of the Responses of Duke Energy Kentucky,
Inc. to the Commission Staff’s Initial Requests for Information, for filing in the above referenced

matter:

The Petition for Confidential Treatment is being filed in a white envelope, containing the
confidential material to be filed under seal.

Please date-stamp the two copies of the letter and the filing and return to me in the enclosed
envelope.

Sincerely,
M

Rocco D’Ascenzo

Associate General Counsel
rocco.d’ascenzo@duke-energy.com

(v Hon. Jennifer Hans (w/enclosures)
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COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION E‘

In the Matter of:

THE BACK-UP POWER SUPPLY PLAN ) Case No. 2015-00075 " COMMISSION
OF DUKE ENERGY KENTUCKY, INC. )

PETITION OF DUKE ENERGY KENTUCKY, INC.
FOR CONFIDENTIAL TREATMENT OF INFORMATION
CONTAINED IN ITS RESPONSES TO COMMISSION STAFF’S
FIRST REQUESTS FOR INFORMATION

Duke Energy Kentucky, Inc. (Duke Energy Kentucky or Company), pursuant to 807
KAR 5:001, Section 13, respectfully requests the Kentucky Public Service Commission
(Commission) to classify and protect certain information provided by Duke Energy Kentucky in
its responses to Data Requests Nos. 8. 9 and 10 including attachments, as requested by
Commission Staff (Staff) in this case on April 20, 2015. The information that Staff seeks
through discovery and for which Duke Energy Kentucky now seeks confidential treatment
(Confidential Information), shows Duke Energy Kentucky’s analysis of various products
submitted in response to a confidential request for proposal (RFP) for 2015-2016' and estimated
costs and results of Duke Energy Kentucky’s hedging strategies.” This information includes
sensitive and business proprietary market analysis and estimated production costs for the
Company under each of the scenarios evaluated.

In support of this Petition, Duke Energy Kentucky states:

' See Request Nos. 8 and 9.
? See Request No. 10.



L. The Kentucky Open Records Act exempts from disclosure certain commercial
information. KRS 61.878(1)(c). To qualify for this exemption and, therefore, maintain the
confidentiality of the information, a party must establish that disclosure of the commercial
information would permit an unfair advantage to competitors of that party. Public disclosure of
the information identified herein would, in fact, prompt such a result for the reasons set forth
below.

2 If Duke Energy Kentucky is forced to disclose its future forecasted energy needs,
and confidential and proprietary modeling of proposals submitted in response to a confidential
RFP.> Duke Energy Kentucky’s competitors and counterparties in the energy markets would be
provided an unfair advantage. These counterparties would know the Company’s energy
positions, how it analyzes and determines the Company’s needs and thus could demand higher
prices from Duke Energy Kentucky than they otherwise might be able to charge in the absence of
this information. Potential counterparties who respond to future RFPs would know how Duke
Energy Kentucky values and analyzes such proposals and when those purchases would be made,
as well as, what the Company is anticipating as costs thereof. Duke Energy Kentucky also seeks
confidential treatment for the prices of various back-up power supply alternatives because these
prices resulted from a confidential RFP. The proposals, summarized and compared in charts in
the accompanying filing, show the value of these various products. If the prices are publicly
disclosed, this would deter bidders from submitting bids in response to future RFPs.
Additionally, these prices could be used as a floor for future bids, resulting in higher prices than
would be the case if the information is not publicly disclosed. Once again, this would cause
competing purchasers of energy to have access to the lower cost supplies. Finally, the Company

is in the process of evaluating potential insurance products to determine whether such products

* See Request Nos. 8 and 9.
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provide value to the Company or its customers. The Company has detailed the various products
being evaluated including costs thereof. This information is confidential, and if released, would
limit the Company’s ability to negotiation with competing vendors and ultimately receive the
best price. Competing insurance vendors would have access to what the Company is considering
in terms of products and could use this information to tailor their own competing proposals at
higher prices than what they otherwise would have offered.

3 The response to Staff-DR-01-010 discusses the results of Duke Energy
Kentucky’s implementation of its hedging strategies. Releasing this information would provide
potential competitors and potential future suppliers with the proprietary information regarding
the Company’s risk evaluation and management of market risks through implementing its
hedging strategies to mitigate forced outage risks. This information would place the Company in
a competitive disadvantage as counterparties would know what Duke Energy Kentucky has paid
and might be willing to pay for various risk mitigation products and how the Company quantifies
such risks. Further, this information could be used by potential competitors or suppliers to
manipulate prices and make decisions they would not otherwise make thereby increasing prices
paid by Duke Energy Kentucky and ultimately its customers or even serve to prevent the
Company from being able to successfully manage its risks going forward.

4. The information for which Duke Energy Kentucky is seeking confidential
treatment is not known outside of Duke Energy Corporation.

<3 Duke Energy Kentucky does not object to limited disclosure of the confidential
information described herein, pursuant to an acceptable protective agreement, with the Attorney
General or other intervenors with a legitimate interest in reviewing the same for the purpose of

participating in this case.



6. This information was, and remains, integral to Duke Energy Kentucky’s effective
execution of business decisions. And such information is generally regarded as confidential or
proprietary. Indeed, as the Kentucky Supreme Court has found, “information concerning the
inner workings of a corporation is ‘generally accepted as confidential or proprietary.”” Hoy v.
Kentucky Industrial Revitalization Authority, 904 S.W.2d 766, 768 (Ky. 1995).

7. In accordance with the provisions of 807 KAR 5:001, Section 13(3), the Company
is filing one copy of the Confidential Information included in Staff-DR-01-008 and Staff-DR-01-
009 attachments on a CD and its response to Staff-DR-01-010, separately under seal, and ten
copies without the confidential information included.

8. Duke Energy Kentucky respectfully requests that the Confidential Information be
withheld from public disclosure for a period of ten years. This will assure that the Confidential
Information — if disclosed after that time — will no longer be commercially sensitive so as to
likely impair the interests of the Company or its customers if publicly disclosed.

9. To the extent the Confidential information becomes generally available to the
public, whether through filings required by other agencies or otherwise, Duke Energy Kentucky
will notify the Commission and have its confidential status removed, pursuant to 807 KAR 5:001
Section 13(10)(a).

WHEREFORE, Duke Energy Kentucky, Inc., respectfully requests that the Commission

classify and protect as confidential the specific information described herein.




Respectfully submitted,

DUKE ENERGY KENTUCKY, INC.

¢co O- D" Ascenzo (92796)
Associate General Counsel
Amy B. Spiller (85309)
Deputy General Counsel
Duke Energy Business Services, LLC
139 East Fourth Street, 1303 Main
Cincinnati, Ohio 45201-0960
Phone: (513) 287-4320
Fax: (513) 287-4385
e-mail: rocco.d’ascenzo@duke-energy.com

CERTIFICATE OF SERVICE

[ hereby certify lbat a copy of the foregoing filing was served on the following via
overnight mail, this [ ‘/day of May 2015:

Jennifer Hans

The Office of the Attorney General
Utility Intervention and Rate Division
1024 Capital Center Drive, Suite 200
Frankfort, Kentucky 40601-8204
Jennifer.hans@ag.ky.gov




VERIFICATION

STATE OF NORTH CAROLINA )
) SS:
COUNTY OF MECKLENBURG )

The undersigned, John Verderame, Director of Power Trading & Dispatch, being duly
sworn, deposes and says that he has personal knowledge of the matters set forth in the foregoing

data requests are true and correct to the best of his knowledge, information and belief.

Wl

John derame Affiant

Subscribed and sworn to before me by John Verderame on this (2 day of April, 2015.
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VERIFICATION

STATE OF NORTH CAROLINA )
) SS:
COUNTY OF MECKLENBURG )

The undersigned, James Northrup, Director of Wholesale & Renewables Analytics, being
duly sworn, deposes and says that he has personal knowledge of the matters set forth in the

foregoing data requests are true and correct to the best of his knowledge, information and belief.

Wmes Northrup, Affi\cmt)

Subscribed and sworn to before me by James Northrup on this & [ day of April, 2015.

L2 iy b 4

NOTARY PUBLIC

My Commission Expires: é//7//7
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Duke Energy Kentucky

Case No. 2015-00075

STAFF’s First Set Data Requests
Date Received: April 20, 2015

STAFF-DR-01-001
REQUEST:

Provide the planning reserve margin that is assigned to Duke Kentucky under

PJM’s tariff.

RESPONSE:

Per PJIM Manual 20: PJM Resource Adequacy Analysis, “The PJM Reserve
Requirement is defined to be the level of installed reserves needed to maintain the desired
reliability index of ten years, on average, per occurrence (loss of load expectation of one
occurrence every ten years) after emergency procedures to invoke load management. The
Probabilistic Reliability Index Study Model (PRISM) program is the principal tool used
to calculate the PJIM Reserve Requirement. The PJM Reserve Requirement is calculated
using a PRISM two-area model. PJM is modeled in Area #1 and a composite World
representation consisting of parts of SERC, RFC, MISO and NPCC is modeled in Area
#2. The PJM Installed Reserve Margin value is used in the determination of the Forecast
Pool Requirement and DR factor.”

For Delivery Year 2015-2016, PIM Installed Reserve Margin is 15.6%.

PERSON RESPONSIBLE: John Verderame



