
October 23,2008 

HAND DELIVERED 

Stephanie Stumbo 
Executive Director 
Public Service Commission of Kentucky 
21 1 Sower Boulevard 
P.O. Box 615 
Frankfort, KY 40602-0615 

O f  T 2 3 2008 

15021 223-3411 
I502i  223-4124 Far 
WWLV SlltOS COln 

NBrk R M b t  
(502) 2041219 
(502) 2234387 FA% 
mxRtstree@jtitrs.m 

RE: P.S.C. Case 2008-00349 

Dear Ms. Stumbo: 

Enclosed please find and accept for filing an original and seven copies of Kentucky 
Power Company's Responses to the Data Requests propounded by the Commission's October 
13,2008 Order 

By a copy of this letter, I am serving a copy of the 
Office of Rate Intervention. Please do not hesitate to any questions. 

cc: Dennis G. Howard, I1 

KE057:00KE4:16706:3:FRANKFORT 



COMMONWEALTH OF KENTUCKY 

BEFORE THE 

PUBLIC SERVICE COMMISSION OF KENTTiCKY 

IN THE MATTER OF 

THE JOINT APPLICATION PURSUANT TO 1994 
HOUSE BILL NO 501 FOR THX APPROVAL OF 
ICENTUCICY POWER COMPANY COLLABORATIVE 
DEMAND-SIDE MANAGEMENT PROGRAMS, AND 
FOR AUTHORITY TO IMPLEMENT A TARDFF TO 
RECOVER COSTS, NET LOST WVENUES AND 
RECEIVE INCENTIVES ASSOCIATED WITH THX 
IMPLEMENTATION OF THX KENTUCKY POWER 

MANAGEMENT PROGRAMS BEGINNING 
JANUARY 1,2009 

COMPANY COLLABORATIVE DEMAND-SIDE 

IU3NTUCKY POWER COMPANY 

RESPONSES TO COMMISSION STAFF FIRST SET OF DATA REQUESTS 

October 2.3,2008 
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Kentucky Power Company 

REQUEST 

Refer to ICentucky Power's response to Item 4(hj of the Commission Staffs March 11, 2008 data 
request in Case No. 2007-00477. The response indicates that, at that time, Kentucky Power had 
been considering load control programs for six to nine months as part of a rollout o f  advauce 
metering infrastructure. It also stated that direct load control could be implemented sooner 
without advanced metering but that Kentucky Power believed the rollout of tlie two programs 
together was a more comprehensive solution and would provide greater benefits to both the 
Company and its customers over the long m. 

a. Seven months have passed since that response was filed with the Commission. Describe the 
current status of Kentucky Power's plans for the rollout of direct load control and advaiced 
metering infrastructure. 

b. Provide a detailed explanation for why Kentucky Power believes that the.,joint rollout of the 
two programs is a more comprehensive solution that will provide greater benefits to the company 
and its customers in the long run 

RESPONSE 

(a&bjKentucky Power continues to monitor technology advances in advanced metering 
infrastructure (AMI) and direct load control. Currently, the tentative plans are to 1011 out 
advanced metering infrastructure, including direct load control, within Kentucky Powei 
Company's service territory during 2012. 

Direct load control programs can be introduced without AMI. However, it would be inefficient to 
introduce the non-AMI direct load control program while AMI is being considered. For example, 
if ICentucky Power were to introduce direct load control programs in advance of the AMI 
infrastructure (which includes a communication system), it would require the Company and its 
ratepayers to install and maintain two communication systems. If the Company waits until tlie 
AMI infrastructure (including the AMI meters, thermostats and a cominunication system) are 
installed, the Company will only need to install and maintain one communication system, thus 
being less costly to the Company and its ratepayers. 
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Vendors are working on smart thermostats that can use multiple communication tecluiologies, 
which could accommodate the changing of the "processor card" and not the entire unit. These 
thennostats are in the early stages of production. When this technology is perfected it would be 
more feasible to deploy direct load control separate from AMI. 

The AEP System in 2009 is deploying an AMI infrastructure in another AEP System's 
jurisdiction. This AMI deployment is open to approximately 10,000 customers and includes a 
voluntary direct load conh.01 program to those customers. Kentucky Power will closely moilitor 
the results of this pilot program so we can benefit from any lessons learned. 

WITNESS: Errol IC Wagner 
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Revenue Month and Year 
December 2008 

January 2009 
February 2009 
March 2009 

Kentucky Power Company 

Cycle 1 Billing Date 
November 25,2008 
December 30,2008 
January 29,2009 
February 27,2009 

WITNESS: Errol K Wagner 
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Kentucky Power Company 

REQUEST 

The application does not include a proposed revision to Icentuclcy Power's demand-side 
inanagenient ("DSM") tariff and makes no mention of cost recovery. 

a. When does Kentucky Power plan to initiate recovery of costs associated with the thee  
proposed DSM pIograms? 

b If not planning to initiate recovery upon the proposed implementation of the programs in 
January 2009, when does ICentucky Power plan to do so? 

RES P 0 N S E 

(a) Dependent upon the Commission's approval ofthe three new proposed DSM programs, the 
Collaborative anticipates to begin incurring costs associated with the three new programs on or 
about January 1,2009. Cost recovery is anticipated to begin on or about April 1,2009. The cost 
recovery time table coincides with the required semi-annual status report of the DSM 
Collaborative which will be filed with the Commission on or about February 15,2009, The 
February 15,2009 filing will contain a proposed revision to ICentucky Power Company's DSM 
Tariffwhich will reflect the calculation of costs associated with the tlrree new DSM programs 
being requested in this Application, as well as the other DSM programs previously approved by 
the Coimiission 

(b) On or about April 1, 2009, the anticipated effective date of the February 15, 2009 filing 

WITNESS: Errol IC Wagner 
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Kentucky Power Company 

REQUEST 

Provide the calculations, spreadsheets, or other work papeis used to derive the expected savings 
and benefits and henefit/costs ratios associated with each of the tlme proposed programs 

RESPONSE 

Upon reviewing the calculations, we discovered some errors, The errors have been corrected and 
revised spreadsheets have been attached, 

,411 explanation of the corrections are as follows: 

Communitv Outreach Comanct Fluorescent Lighting Program 

The total program costs for year 201 1 in the original spreadsheet for Community Outreach 
Compact Fluorescent Lighting Program were $53,000 and it should have been $54,000. The 
revised spreadsheet now reflects the correct amount, which matches the program description 
filed in Case No. 2008-00349. The change in the yearly aniount and the chaige in spreadsheet 
assumptions changed the TRC test results from 13.08 to 13 05, the RIM test results changed 
from .3.06 to 3.05, the Utility Cost test results changed from 30.28 to 30.08 and the Participant 
Cost test results remained the same. The Projected Program MW Savings assuming 
participation changed the system summer peak demand fiom 0.42 MW to 0.042 MW. This 
revision did not change the fact that this program is still cost effective. 

The revised calculations and spreadsheets used to derive the expected savings are attached 

Enerq Education for Student Program 

The total progam costs in the original spreadsheet for the Energy Education for Student Program 
for year 2009 were $40,200 and the costs should have been $22,000. Additionally, for y e a  
2010, the total program costs were $53,900 and the costs should have been $31,000. And for 
Year 201 1: the total program costs were $53,000 and the costs should have been $34,000. The 
revised spreadsheet now reflects the correct amounts, which matches the prograni description 
filed in Case No. 2008-00349.The change in the yearly amount and the change in spreadsheet 
assumptions changed the TRC test results from 8 09 to I 1.21, the RIM test results changed from 
2 39 to 2.84, the Participant test results changed from 28 73 to 29.31 and finally the Utility Cost 
test results changed from 12.55 to 21.64. 
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On page 8 of 12, the Annual Expected Program Savings/Benefits @, 4,800 CFLs in one year 
have been revised. The Summer Peak Demand (lcw) Reduction changed from 14 to 4. The 
Winter Peak Demand (kW) Reduction changed from 359 to 110. " h i s  Projected Program MWli 
Savings and IcW Reduction reflects the assumed participation change. This participation change 
resulted in the Energy Savings changing f?om 717.6 MWh to 901.6 MWh. The Demand 
Reduction @ system winter peak changed from 110 1cW to 451 1cW. The Demand Reduction @, 
system summer peak changed from 4 IcW to 18 IcW. These revisions did not change the fact that 
this program is still cost effective. 

The revised calculations and spreadsheets used to derive the expected savings are attached. 

High Efficiency Heat Pumv Program 

The calculations and spreadsheets used to derive the expected savings are attached. 

WITNESS: Exrol K Wagner 
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Kentucky Power Company 
Community Outreach Compact Fluorescent Lighting (CFL) Program 

Expected Savings I Benefits 

As 
- Filed Revised 

Projected Program MWh Savings and 
MW Reduction Assuming Participation 

Goal of 46,000 CFLs is achieved 
(all customers in three years) 

Demand Reduction - 
@ System Summer Peak (MW) 

COST I BENEFIT ANALYSIS 

Total Resource Cost 

Ratepayer Impact Measure 

Utility Cost 

0.420 0.042 

13.08 13.05 

3.06 3.05 

30..28 30.08 
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Kentucky Power Company 
Energy Education for Students Program 

Expected Savings I Benefits 

As 
- Filed Revised 

Annual Expected Program SavingslBenefits 
@ 4,800 CFLs in One Year 

Summer Peak Demand (kW) - Reductian 14 4 

Winter Peak Demand (kW) - Reduction 359 110 

Projected Program MWh Savings and 
kW Reduction Assuming Participation 

Goal of 19,600 CFLs is achieved 
(all students in three years) 

Energy Savings - MWh 
Demand Reduction - 

@ System Winter Peak (kW) 
@ System Summer Peak (kW) 

COST I BENEFIT ANALYSIS 

Total Resource Cast 

Ratepayer Impact Measure 

Participant 

Utility Cost 

717 6 901.6 

1 I O  45 1 
4 18 

a 09 I1 21 

2 39 2 a4 

28 73 29 31 

12 55 21.64 





b 
- 0 m u 





Year 

Equipment Cost ($) 

Annual Energy Savings (kWh) 

Peak Reduction (summer) kW 

Peak Reductin (winter) kW 

Incentive ($) 

Admin ($) 

PV Avoided costs 

PV Lost Revenues 

PV Bill Savings 
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Kentucky Power Company 
High Efficiency Heat Pump Program 

TRC 

RIM 

Utility 

Participant 

Payback (yrs) 

1 

100,000 

251,700 

11.75 

167.2 

45,000 

8,000 

263,596 

2 

zoa,000 

503,400 

11 75 

$67 2 

90,000 

15,000 

560,666 

3 Combined 

200,000 500,000 

503,400 1,258,500 

11.75 36 

167 2 502 

90,000 225,000 

15,000 38,000 

596,167 1,420,429 

126,033 252,066 252,066 

148,244 296,489 296,489 

244 2 61 2 77 

I 47 1 57 1 67 

4 97 5.34 5 68 

1.93 193 193 

3 4  3 4  3.4 

630,164 

741,222 

2 64 

159 

5 40 

1.93 

34 
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Kentucky Power Company 

REQUEST 

Previously, Kentucky Power offered a High Efficiency Meat Pump program which was 
discontinued December 31,2001. Explain fully the difference between the currently proposed 
IHigh Efficiency IHeat Pump program and the program that was discontinued. Explain Kentucky 
Power's rationale for reintroducing a prograni that was previously in place and subsequently 
discontinued. 

RESPONSE 

The efficiency guidelines for customers replacing their existing heating system (resistant OI heat 
punip) with a high efficiency heating system have been upgraded to a 13.0 S.E E.R. and 7.7 
H.S..P.F. and a 14.0 S.E.E.R. and 8.2 H.S.P.F., respectively. The previous efficiency guidelines 
were 11.0 S.E.E.,R. and 7.2 H.S.P.,F. for a split system and 10.0 S.E.E.R. and 6.8 H.S.P F. for a 
paclcage system heat pump. The proposed customer incentive has been increased from $200 to 
$400. 

The DSM Collaborative's decision to reintroduce the High Efficiency Heat Pump proDan at site 
built-homes was based on the increased number of customer inquires concerning incentives for 
high efficiency heat pump installations at site built-homes and I-NAC dealer support for the 
ieiiitroduction of this program along with the spiialing upward cost of the high efficiency HVAC 
equipment. 

WITNESS: Errol I< Wagner 
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Kentucky Power Company 

REQUEST 

Provide tlie assumptions, calculations, schedules or other work papers used to derive the annual 
budgets for each of tlie thee proposed programs. 

RESPONSE 

High Efficiency Heat Pump Proaam 

Page 3 of this response shows the proposed budget for the program incentives, promotion costs 
and evaluation costs. The customer incentive for installing a high efficiency heat pump is $400 
and tlie HVAC dealer incentive is $50 for each heat pump installed. The budgeted amount for 
the program incentives is obtained by multiplying tlie projected annual participants (1 00 for Year 
1 and 200 for Years 2 and 3) by $450. The annual promotion cost is $8,000 for co-op advertising 
a id  the projected $7,000 evaluation cost for tlie 2nd and 3rd year of the program is based on the 
cost of similar type evaluations. 

Energy Education for Students Promani 

Pages 4 is a spreadsheet showing the proposed budget for prograni developinelit and 
administration, promotion cost, educational workshops, compact fluorescent lamps (CFL's) and 
evaluation costs. Pages 5 and 6 support tlie development and administration cost obtained from 
the NEED Project quote. Tlie projected promotion cost is $1,000 annually. This cost is for 
sending program introduction letters to tlie superintendent, principal and 7th grade teacher at 
middle schools within our service territory. During the 2nd and 3rd year reminder letters will be 
sent to participating scliools and program introduction letters will be sent to middle schools wlio 
elected not to participate in the previous year. Pages 5 and 6 support tlie cost of tlie educational 
\vorlcsl~ops composed of the $3,000 NEED In-service cost. The cost fox the meeting location and 
food costs will be the responsibility of ICentucky Power Company. Page 7 shows tlie cost oftlie 
-?-pack of 23 watt CFL's as sliown on the attached quote from AM Conservation (rounded to the 
nearest dollar). Tlie evaluation cost is based on siiiiilar type program evaluations. 
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Community Outreach Compact Fluorescent Lighting (CFL) Promam 

Page 8 of this response is the proposed budget consisting of CFL costs, promotion costs, 
administration costs and evaluation costs. The cost of the CFL's is obtained by iiiultiplying tlie 
number of projected annual participants by $10 (projected cost of the 4-pack of 23 watt CFL's 
per quote). The projected promotion cost is for local newspaper advei-tising for the CFL 
giveaways. Tlie administration cost is for maintaining the program participant database. Tlie 
evaluation cost for the 2nd and 3rd year is based on similar type evaluations. 

WITNESS: Errol K Wagner 



Annual Budget 

Number of Participants 

Amount of Each incentives 

Total Projected Program incentives 
($400 customer Incentive, $50 HVAC 
Dealer incentive for each HIP Sold) 

Projected Promotional Costs 
(Co-op Advertising) 

Projected Evaluation Costs 
per Load Research based on similar 
type program evaluations 

Total 
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Kentucky Power Company 
High Efficiency Heat Pump Program 

Projected Budget 2009 - 201 1 

2009 2010 201 1 

100 200 200 

$450 __ $450 $450 

$45,000 $90,000 $90,000 

$8,000 $8,000 $8,000 

$0 $7,000 $7,000 

$53,000 $105,000 $105,000 



Annual Budget 

Program Development & Administration 
per Quote NEED Project dated 4/18/08 

Projected Promotional Costs 
(Program Introduction Letters to Superintendants 
and Middle School Principals) 

NEED InService Workshops 
per Quote NEED Project dated 4/18/08 

Projected Meeting Location / Food Costs 
For In-Service Workshops 

Projected Costs Compact Fluorescent Lamps 
per Quote AM Conservation including shipping 
rounded to nearest dollar ($10 DO) (Year one 
1,200 students and years two and three 1,700 
students) 

Projected Evaluation Costs 
per Load Research based on similar type 
programs evaluations 

Total 
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Kentucky Power Company 
Energy Education for Students Program 

Projected Budget 2009 - 201 1 

2009 

$4,000 

$1,000 

$3,000 

$2,000 

$12,000 

- $0 

$22,000 

2010 

$3,000 

$1,000 

$3,000 

$2,000 

$17,000 

$5.oDo 

$31,000 

2011 

$3,000 

$1,000 

$3,000 

$2,000 

$20,000 

$5.oDo 

$34,000 
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Kentucky Power DSM Proposal 
Submitted by The NEED Proiect - April 18,2008 

TERMS 
Year one of the program will launch in January 2009 and be completed by December 31, 
2009. Subsequent years will follow the same schedule. NEED will facilitate the design and 
delivery for the program, working with Kentucky Power to contact school administrators and 
teachers in the Kentucky Power service territory to promote and implement the CFL project. 
The target audience will be seventh grade students across the KP/AEP service territory, with 
an estimated first year distribution of 1200 CFL’s. This number may be adjusted after 
completion of the year one project evaluation. Three, three hour in-services will be 
scheduled for Ashland, Pikeville and Hazard. Kentucky NEED currently facilitates 6-hour 
workshops in Eastem KY and will leverage sponsor funds to strengthen the program for K-12 
teachers and students. 

PAYMENT TERMS 
NEED and Kentucky Power will create a paymenf schedule acceptable io  each entity. 

BUDGET 
Buduet - Year One* 

Program Development and Administration $4,000.00 
Includes staff time, staff travel, and program expansion activities, meetings 
with school adminihators, data collection and evaluation 

NEED In-services 
Three Professional Development at $1 ,OOO/each 
includes NEED energy education materials 

$3,000.00 

TOTAL $7.000.00 
*NOTE: Kenfucky Power is purchasing fhe CFl’s and covering fhe cosf of shipping. They are 
also covering the cost of the meeting space and food for fhe professional development 
workshops. 

Buduet - Year Two 
Program Development and Administration $3,000.00 
Includes staff time, staff travel, and program expansion activities, meetings 
with school administrators, data collection and evaluation 

NEED In-services 
Three Professional Development at $1 ,OOO/each 
includes NEED energy education materials 

$3,000.00 

TOTAL - $6,000.00 
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Budaet - Year Three 
Program Development and Administration $3,000.00 
Includes staff time, staff travel, and program expansion activities, meetings 
with school administrators, data collection and evaluation 

NEED In-services 
Three Professional Development at $1,00O/each 
Includes NEED energy education materials 

$3,000.00 

TOTAL S6,OOO.OO 

TIMETABLE 

Januarv - Februarv 2009 
Meetings with superintendents in districts in Kentucky Power service territory. 

Februarv - March 2009 
Schedule and Facilitate Professional Development Workshops 

- March - Mav 2009 
Implement project - deliver CFL’s 

June 2009 
Evaluate current status of delivery of CFL’s. Determine what, if any actions need to be taken 
for the fall. 

December 2009 
Final report due. 

Timetable for years 2 & 3 
Annual timetable would remain the same unless both parties agree on any recommended 
changes. 

2 
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2301 CHAR&ESTON REGIONAL PARKWAY 
CHARLESTON, SC 29492 

€-Mail: m c g @ m m n  
Phone: 1-843-971-1414 FEX 1-843-971-1472 
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Kentucky Power Company 
Community Outreach Compact Fluorescent Lighting (CFL) Program 

Projected Budget 2009 - 201 1 

Annual Budget 

Projected Costs CFL's per 
Quote AM Conservation including 
shipping rounded to nearest dollar 
($10 per participant) (Year one 3,500 
participants and years two and three 
4,000 participants) 

Projected Promotional Costs for 
Newspaper Advertising 

Projected Administrative Costs 
For Maintaining Participant Database 

Projected Evaluation Costs 
per Load Research based on similar 
type program evaluations. 

Total 

2009 2010 

$35,000 $40,000 

$3,200 $3,900 

$2,000 $2,000 

$0 $8,000 

$40,200 $53,900 

201 1 

$40,000 

$4,000 

$2,000 

$8,000 

$5 4,O 0 0 



COMMONWEALTH OF ICENTUCICY 

BEFORE THE PUBLIC SERVICE COMMISSION OF ICENTUCI<Y 

COMMONWEALTH OF ICENTUCICY 

CASE NO. 2008-00349 

COUNTY OF FRANKLIN 

AFFIDAVIT 

E ~ o l  IC. Wagiier, upon first being duly sworn, liereby iiialtes oath that if tlie foregoing 
questions were propounded to him at a liearing before the Public Service Coiiiiiiissioii 0 1  
ICeiitucky, lie would give the answers recorded followiiig each of said questions and that 
said answers are true. 

, 
Subscribed and sworn befoie iiie by Eiiol IC Wagliel t h i d ~ d a y  of d?&’hK ZOOS 


