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Dear Mr. Derouen: 

Enclosed please find and accept for filing the original and eight copies each of Kentucky 
Power Company’s Responses to the Third Data Requests of Staff and the Attorney General. By 
copy of this letter, the Responses are being served on counsel for the Attorney General and 
Kentucky Industrial TJtility Customers, Inc. 
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VERIFICATION 

The undersigned, Edgar J. Clayton, being duly sworn, deposes and says he is the 
Manager, Energy Efficiency &. Consumer Programs for Kentucky Power, that he has 
personal knowledge of the matters set forth in the forgoing responses for which he is the 
identified witness and that the information contained therein is true and correct to the best 
of his information, knowledge, and belief 

Edgar?. Clayto; 
Y 

COMMONWEALTH OF KENTUCKY ) 

COTJNTY OF BOYD ) 
) CASE NO. 20 12-00367 

Subscribed and sworn to before me, a Notary Public in and before said County 
and State, by Edgar J. Clayton, this the @day of December 2012. 

3 - 3 0  --zo/y- My Commission Expires: ____I-__-- 





QUEST 

Refer to Keiituclty Power’s response to Commission Staffs First Request for 
Inforination, Item 7b, coiiceriiiiig tlie cost-effectiveness of tlie lighting projects conducted 
uiider tlie Coiiiiiiercial Iiiceiitive Prograiii. Keiitucky Power states that tlie Coiiiiiiercial 
Iiiceiitive Program is currently not cost-effective, but could becoiiie cost-effective if the 
lollowing coiiditioiis were to occur: 

At tlie level of 20 1 1 actual expenditures tlie program will be 
cost-e€fective aiid pass tlie Total Resoiirce Cost (TRC) test if 
there are 88 completed projects a id  each project saves 011 

average 25,000 ltWli and 5.5 kW; or 

If tlie program caii achieve at least tlie originally projected 
ratio of adiiiiiiistrative costs to iiiceiitives paid aiid 
participants 011 average at least 25,000 1tWli aiid 5.5 kW. 

Also, refer to Kentucky Power’s respoiise to Coiiimissioii Staff’s Secoiid Request lor 
Iii€oriiiatioii (“Sta€f s Secoiid Request”), Item 17, coiiceriiiiig Keiituclty Power’s plans to 
iiieet the 20 12 participation goals for tlie Commercial Iiiceiitive Prograiii. The respoiise 
states, in relevant part, “[since June 30tli, tlie [iiiipleiiieiitatioii contractor] has hired oiie 
additioiial ‘local’ staff member to assist with custonier visits aiid outreach activities. The 
Direct Iiistall (‘Express install’ for promotion) has been introduced for siiiall coiiiiiiercial 
customers aiid is primarily driven by local coiitractors.” 

a. State whether tlie liiriiig of an additioiial local staff iiieiiiber by the iiiipleiiieiitatioii 
contractor lias any iinpact on tlie iiuiiiber of projects iieeded to be coiiipletcd aiid/oi the 
average energy and deiiiaiid saviiigs of each of those projects for tlie prograiii to be 
cost-effective. If so, provide the revised iiuinber of completed projects aiid the avei age 
energy aiid deiiiaiid savings of each project. 

b. Describe tlie Direct Iiistall or Express Iiistall promotion. 
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a. Because there is no incremental program cost associated with the additional star1 
iiieiiiber, no acljustiiieiit is necessary. The additioiial stair member supports existing 
program goals. 

b. Proiiiotioii includes direct iiieetiiigs with trade allies lo review the prograiii aiid 
provide training 011 the web-based assessiiieiil tool available to qualified participaiits 
A promotional letter was issued to 54 trade ally coiiipaiiies. A sepaiate Coiiipaiiy 
web-page is being developed which will provide information for the Direct Iiislall 
(Express) program. 

WITNESS: E J Clayton 
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Refer to Keiitucky Power's response to Staff's Secoiid Request, Item 1, Resideiitial 
Efficient Products Program. It states tlie followiiig: 

Establish separate goals for standard CFL bulbs aiid noli-staiidard CFL b~ilbs, 
These bulbs have different iiiceiitive aiiouiits and separation will better allow 
Keiitucky Power to deteriiiiiie tlie progress of the program and remain with budget 

Add iiiceiitive for LED bulbs. The LED bulb market is maturing and costs 
are ctecreasiiig aiid LEDs are the next step in e€ficieiit lighting. EM&V 
coiitractor and iiiipleineiitatioii contractor to evaluate iiew measure saving 
impact based on proposed product offering. 

a. State what goals would be established for staiidard CFL bulbs aiid iioii-standard 
CFL bulbs. 

b. State what tlie iiiceiitive for LED bulbs would be. 

c. If there were to be ai iiiceiitive for LED bulbs, state whether tlie LED portion of the 
Residential Efficient Products Program would be cost-effective. 

RESPONSE 

a. The prograiii evaluation recoiiiiiieiided 150,000 standard CFL aiid 25,000 iioii-staiidard 
CFL bulbs as an aiuiual goal, with the filial targets to be deteriiiiiied by joint ieview 
with tlie program vendor. Based on review aiid contract developmeiit with the 
prograiii vendor, the standard CFL target levels will be 162,090 foi yea1 2013, 
180,135 for year 2014; aiid 198,203 for program year 2015. The noli-standaid CFL 
targcts are 18,010 for year 2013; 20,015 for year 2014; and 22,022 for progiaiii year 
2015. 
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b. The average iiiceiitive for LED bulbs is forecast at $10 for year 2013, $8 foi year 201 4, 
and $7 for year 2015. The price forecasts are peiidiiig coiitract completion with the 
prograin impleiiieiitatioii coiitiactoi, but the coiitract lias not been finalized. 

c. Although the LED iiiceiitive iiieasuie is being evaluated, no deteriiiiiiatioii lias been 
iiiade about cost-effectiveness. 

WITNESS: E J Clayton 
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e r Y 

Refer to ICeiitucky Power’s respoiise to Staffs Secoiid Request, Iteiii 1,  HVAC 
D iagiiostic aiid Tim-up Program. 

a. CoiiGriii that coiitractor iiiceiitives will decrease from $50 to $25. 

b. Coiifiriii that resideiitial custoiiier’s iiiceiitives will decrease from $50 to $3 0. 

c. Coiifiriii that coiiiiiiercial customer’s iiiceiitives will decrease from $7.5 to $3 0. 

d. Coiifiriii there will be 110 resideiitial or commercial custoiiier iiiceiitive €or air 
conclitioiiers, oiily for lieat pumps, for those customers. 

RESPONSE 

a-d. Confirmed. 

WITNESS: E 5 Claytoii 







a. Confirmed, please see part b for explanation. 

b. For program administration, the custoiiier iiiceiitive for the Direct Iiistall prograiii 
will iiot exceed 70% of the iiistalled equipiiieiit cost of qualiljliiig eiieigy-efficient 
products. Tlie total iiistalled equipiiieiit cost will be deteriiiiiied from actiial 
custoiiier iiivoices. 

c. Tlie maximum aimual iiiceiitive of $20,000 per project aiid custoiiier account, as was 
iiicluded in tlie origiiial program filing in Case No. 2010-01 98, will reiiiaiii in efkct 

cl. Thc 100 ItW peak demand is the prograiii guideliiie for specifying eligibility as a 
siiiall coiiiiiiercial/bLisiiiess account. Although the demand reqiiireiiieiit lor siiiall 
coiiiiiiercial was iiot specifically ideiitified with the origiiial prograiii Gliiig [or the 
Coiiiiiiercial Iiiceiitive prograiii, it is iiicluded with tlie origiiial prograiii filing iii 
Case No. 20 10-00095 for the Commercial I-Iigli Efficiency I-Ieat Puiiip/Air 
Coiidi ti oiier Program. 

WITNESS: E J Claytoii 

'Joiiit Application Pursuant to 1994 I-Iouse Bill No 5 1 for the Approval of I<eiitucky Power Company 
Collaborative Deinand-Side Maiiagemeiit Prograiils and for Authority to Recover Costs, Net Lost Revenues 
and Receive Incentives Associated with the 1iiii)lementatiolIitatioii of One New Coni binecl 
Res i denti al/C ommerci al and One Commercial Dem and-S ide Managem en t Program Begin i i  in g A tigiist 2, 
2010 (ICY PSC Oct 15,2010) 





Item No. 5 
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Refer to Kentucky Power's response to Sta€f's Secoiid Request, Iteiii 2. State whether 
ICeiitucky Power has executed a coiitract with Consert Inc., aiid iT so, provide a copy. 

ICeiitucky Power has sigiied the coiitract aiid submitted it to Consert, Iiic. Once sigiied by 
both parties, I<eiitucky Power will provide a copy to the Commission. 

WITNESS: E J Claylo11 





Y 

ReCer to tlie followiiig table provided by Kentucky Power in respoiise to S taFs  Second 
Request, Item 14a. 

PJM Delivery Year ($MW-day) Resource Clearing Price 

2009/2010 
2010/2011 
201 1/2012 
20 12/20 1.3 
20 I 3/20 14 
20 14/20 1 5 
20 15/20 1 6 

$102.04 
$174.29 
$ I  10.00 
$ 16.46 
9; 27.73 
$125.99 
9; 136.00 

Also, refer to tlie response to Staffs Second Request, Item 14b. It states the following: 

ICPCo can iiot provide the specific capacity cost in response to this request. 
KPCo DSM programs involve the iiistallatioii of energy efficieiicy ineasures 
that provide beiiefits over multiple years. T l i~s ,  depeiiding on tlie iiieasure, 
the PJM capacity price (or forecast) for as iiiaiiy as 20 yeas  may, in part, 
determine tlie cost elfectiveiiess of a iiieasure installed today. In addition, 
avoided capacity is iiot the sole deterinilialit of cost-effectiveness. Iii [act, 
avoided capacity is typically a smaller coiiipoiieiit of avoided costs than is 
tlic avoided energy value. Additionally, program delivery costs are another 
coiiipoiieiit of cost-effectiveness that would have to be coiisidered. 

a. Explaiii the impact 011 cost-elkctiveness in tlie years 2009 to 201 2, when tlie resource 
clearing price for a PJM Delivery Year was in excess oE $100 per MW-day versus the 
resource clearing price of $16.46/MW-day for PJM Delivery Year 201 2/2013 and 
what tlie impact will be 011 cost-effectiveness o€ the resoiirce clearing price oi 
$27.72/MW-day for PJM Delivery Year 2013/2,014. 

b. State the type(s) of program delivery costs that are another component o l  cost- 
effectiveness that iiiust be considered. 



c. Esplaiii how tlie program delivery costs are going to change in f im-e  program 
evaluations so that the prograiiis become cost-ef€ective. 

d. Describe the program delivery system and state whether the program delivery diffei s 
by program. 

RESPONSE 

a. Oiie component of tlie cost-effectiveness of a DSM program is the preseiit value of 
capacity avoided (benefits). Other coiiipoiieiits of cost-effectiveness are the avoided 
cost of eiiergy (benefit) aiid the iiieasure and prograiii costs (costs). In most energy 
efficiency programs, capacity (aiid energy) is avoided for multiple years (the life of tlie 
measure). The value of the capacity varies by year depeiicliiig on iiiarltet conditions, as 
in the table above. The higher those capacity prices are, 011 average, over the span of 
years covered by the life of the measure, the more cost-effective the program will be. 
If tliese programs had been implemented in 2009 or other years when the capacity 
(aiid energy) costs were initially higher than present, it may have improved the cost- 
effectiveness, but it is difficult to say for certain as cost-effectiveness is deteriniiiecl 
over a iiiultiple year period that iiicludes the current period of depressed prices. 
Sensitivities of cost-effectiveiiess calculations caii be instructive to show tlie possible 
ranges of outcomes given the "risk" of lower capacity and energy costs. 

b. Program delivery costs that factor into the Total Resource Cost (TRC) test iiiclude 
adiiiiiiistrative aiid iiiarltetiiig costs associated with the program. Other prograiii costs, 
specifically coiisiiiiier incentives, factor into the other tlxee coiiiiiioiily used cost- 
effectiveiiess tests: Participant, Ratepayer Iiiipact Measure (RIM) and UI ility 

c The Coiiipaiiy will use the recoiiiiiieiidatioiis from the program evaluations, as 
described in the respoiises to various data requests in this case, to adiiiiiiistei tlie 
prograiiis on an oiigoiiig basis. Iiiiplemeiitatioii of these prograiii recomiiieiiclatioiis 
should rediice the overall program expeiise per unit o r  eiiei gy saved, thereby 
increasing tlie cost-ef€ectiveness aiid resulting in improved perforiimce at tlie liest 
evaluation. 

d. Program delivery does differ by program. Two programs, tlie Coiiiiiiercial Incentive 
aiid Residential Efficient Products prograiiis, will coiitiiiue to use thii cl-pai t y  
coiitractor resources. Although tlie Coiiipaiiy currently is evaluating wliethei an 
exlei lial iinpleiiieiitatioii contractor could be effectively utilized to arliiiiiiister the 
IWAC programs recoiiiiiieiided for three-year exteiisioii, the Company cui reiitly 
iiiaiiages tlii s pro gram in-house. 

WITNESS: E J Clayton 
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~ Q ~ ~ ~ ~ ~ s ~ ~ Q ~  StaWs Third Set of 

Provide by prograiii, the current 20 12 year-to-date participation levels, direct program 
expenditures, aiid explain whether Keiitucky Power will reach tlie 20 12 goal. 

RESPONSE 

Page 2 of this response provides the prograin participaiit aiid expeiise levels, recoiiciled 
through October 20 12. November recoiiciliatioii is pending. 

For tlie prograiiis refereiiced as 'Trending L,ow' the followiiig coiiiiiieiits iiiay help explain 
the status: 

The all-electric weatherizatioii service for the Target Eiiergy EEficieiicy (TEE) program 
has been iiiipacted by reduced funding to Coinliiuiiity Action Agencies that support aiid 
acliiiiiiister the prograiii. 

The Mobile I-Ioiiie New Construction aid Small Coiiiiiiercial AC HP coiitiiiue to be 
proiiioted directly by IUCo staff tlvough site visits and calls to participating I-IVAC 
dealers. 

For tlie Commercial Iiiceiitive program, tlie iiiil)leiiieiitatioii contractor coiifiriiied 2.0 1 
active projects as of December 6, 2012. Also, 80 projects have been paid with tlie 
reiiiaiiiiiig custoiiier prqjects in various stages of completion. It is assumed tlie 
participant aiid energy savings goals will be achieved if the majority of active prqjects are 
completed; however, this is depeiideiit upon the custoiiier coiiipletiiig equipment 
installation, receiving filial inspection, aiid subiiiittiiig the pro,j ect iiiforiiiatioii required 
for the final approval. The iii~pleiiieiitatioii contractor is actively using local field 
persolxiel for customer calls aiid site visits for post inspection. Shared resources from the 
iiiil)leiiieiitatioii coiitractor central office are actively pursuing cristoiiier updates through 
eiiiails aiid plioiie calls. 

The Pilot Load Managemelit program will use a iiew marketing promotion whicli will be 
coordiiiated by the prograiii iiiipleiiieiitatioii contractor following the completion of' a 
revised veiidor agreement. 

TNESS: E J Clayloii 
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Commission StaWs 

Item No. 8 
age 1 o f  1 

REQUEST 

If the prograiiis evaluated coiitiiiue not to be cost-effective, explaiii wliy the Kentucky 
Public Service Coiiiiiiissioii should coiitiiiue approving or autlioriziiig the coiitiiiuatioii of 
these iioii-cost-effective prograiiis. 

The five prograiiis evaluated in 20 12 were relatively new. Evaluatiiig a program early in 
i t s  developiiieiit provides aii opportunity to assess iinproveiiieiits early in the progi alii aiid 
tlie opportuiiity to iiiclude recoiiiiiieiided changes wliicli can improve program 
perforiiiaiice with future operation. But, early evaluations o€ programs iiiclude 
iioiirecurriiig start-up costs and iiiipleiiieiitatioii expeiises tliat ofteii have a iiegative 
iiiipact on tlie cost-effectiveiiess of the programs. 

The Company is iitiliziiig the recoiiiiiieiidatioiis €roiii the five prograiii evaluations. 
Utiliziiig the recoiiiiiieiidatioiis should help to improve the overall program operation aiid 
cost-e€fectiveiiess. If the prograiiis are deeined as iioii-cost-effective diiriiig the iiest 
evalimtioii aiid tliere are 110 recoiiiiiieiided iiiodificatioiis to iiiiprove the prograiii 
pei.Lbriiiance, the Coiiipaiiy will coiisider recomiiieiidiiig eliiiiiiiatioii of the iion-cost- 
effective DSM prograiii(s). 

The Coiiipaiiy plaiis to iiiainthiii a robust aiid diverse DSM port€olio for both iesicleiitial 
and coiiiiiiercial customers. Having energy efficiency products available Cor 
weatlierization iiiiproveiiients, lighting, HVAC, aiid direct load coiitrol systeiiis provides 
a beliefit to IQCo customers. As set fortli above, it is tlie Company's iiiteiitioii to 
iiiaxiiiiize cost-effectiveness of all DSM programs. 

WITNESS: E J Clayton 
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Provide the date of the first billiiig cycle for the revenue iiioiiths from Jaii~~arj? 2013 to 
April 20 13 I 

Please see table below: 

Date of First 
Billing Month Billing Cycle 

January 201 3 December 31,2012 
February 2013 January 30,2013 
March 20 13 February 28,2013 
April 20 13 April 1, 201 3 

WITNESS: E. J. Clayton 


