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513-287-4385
139 East Fourth Strest
P.0. Box 960
P guke Cincinnat, Ohio 45201-0960
‘ ' ey o Tel: 513-287-4320
gy Fax; 513-2687-4385
Rocco.D'Ascenzo@duke-enerqy.com
Roceo 0. D'Ascenzo
Associate General Counsel
VIA FAX

(502) 564-3460

October 22, 2012 RECEEVED

0CT 22 2012
Mr. Jeff Derouen
Executive Director PUBLIC SERVICE
Kentucky Public Service Commission COMMISSION
211 Sower Blvd
Frankfort, K'Y 40601

Re: Case No. 2008-0408
In the Matter of the Consideration of the New Federal Standards of the Energy
Independence and Security Act of 2007

Dear Mr. Derouen:
On July 24, 2012, this Commission entered an Order requiring utilities to develop policies and
procedures that ensure that cost-effective energy efficiency is given the same priority as all other

cost-effective resources. As such, please find Duke Energy Kentucky, Inc.’s Adoption of Cost-
Effective Energy Efficiency Policies and Procedures.

Feel free to contact me should you have any questions.

Sincerely,

Rocco D’ Ascenzo
Associate General Counsel

cc: Dennis G. Howard II (w/enclosures)
Parties of Record
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COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION
In the Matter of Consideration of the New

Federal Standards of the Energy
Independence and Security Act of 2007

Case No. 2008-408

R e A

DUKE ENERGY KENTUCKY, INC.’S ADOPTION OF COST-EFFECTIVE ENERGY
EFFICIENCY POLICIES AND PROCEDURES

Overview

The purpose of this policy is to ensure that energy efficiency is considered as a cost-
effective resource for Duke Energy Kentucky, Inc. (Duke Energy Kentucky or the Company)
customers. Duke Energy Kentucky promotes energy efficiency for both gas and electric services
through the operation of its Demand-side Management Program (DSM), which is a tariffed DSM
program allowed under KRS 278.285 and was initially approved in Case No. 95-312. In
addition, Duke Energy Kentucky’s DSM program has been renewed with modifications in Case
Nos. 99-414, 2001-309, 2002-00358, 2003-00367, 2004-00389, 2005-0402, 2006-00426, 2007-
00369, 2008-00100, 2008-00473, 2009-00202, 2009-00444, 2010-00445, 2011-00109, 2011-
00448, and 2012-00085. Also, energy efficiency is a resource used in the Duke Energy
Kentucky load forecasting. Finally, the design of Duke Energy Kentucky’s current base rates

helps to promote energy efficiency.

Demand-side Management Program

Duke Energy Kentucky’s DSM program aligns the Company’s interests with that of its
customers, through implementation of innovative conservation programs while providing
recovery of the lost revenue associated with customer conservation and efficiency, an incentive
to encourage conservation, and by providing for the recovery of the expenses associated with

promoting the program.
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Conservation and efficiency is promoted through the components of the DSM programs.

. Duke Energy Kentucky offers four DSM programs that include gas impacts: Energy Efficiency

Education Program for Schools, Low Income Services, Residential Energy Assessments and
Residential Smart $aver®, as well as, a gas weatherization program funded by base rates.
Program costs, lost revenues and shared savings are recovered through these programs, which
include rebates on high efficiency appliances, low-income weatherization and customer
education.

The Company is committed to implementing cost-effective natural gas energy efficiency
programs and measures. In light of this commitment, the Company periodically reviews adding
natural gas focused programs to its portfolio of energy efficiency programs, and did in fact
complete such an assessment of the cost-effectiveness of programs focused on natural gas
savings in 2011. Additionally, in the Company’s recent application for energy efficiency
programs, Case No. 2012-00085, the Company included the following programs, Energy
Efficiency Education Program for Schools, Low Income Services, Residential Energy Assessments
and Residential Smart $aver® that have natural gas as well as electric energy efficiency impacts.
Some of the measures included in the mentioned programs include, insulation, air and duct
sealing, low flow showerheads, faucet aerators, and energy saving tips.

To account for the natural gas savings, a separate DSM Rider is filed each year within the
status update filing. The status update filing is reviewed annually by the Residential and
Commercial & Industrial Collaborative and then filed for approval by the Commission.

Duke Energy Kentucky continues to conduct weatherization programs that can deliver
natural gas savings targeted at its low income customers that is funded through its base rates.
Additionally, as a condition of the Stipulation related to the Duke Energy and Progress Energy
merger, Duke Energy Kentucky has committed $115,000 annually for five years to People
Working Cooperatively’ to conduct weatherization for low income customers which will result

in even more natural gas efficiency savings.

Load Forecasting

Duke Energy Kentucky uses consumption data in its regression analysis for forecasting

futare load. The consumption data helps capture energy efficiency within our customers’ usage

! Or to another entity to be mutually determined by Duke Energy Kentucky and the Attomey General.
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patterns and assists in determining future requirements. In general, natural gas consumption by
customers is dependent upon usage for space heating, and usage of gas tends to exhibit a regular
pattern that follows weather conditions. However, usage per customer has experienced some

downward pressure due to conservation driven by increasing equipment efficiencies.

Rate Design
Duke Energy Kentucky promotes customer conservation through the rate design sought

in its general rate cases. Duke Energy Kentucky’s base rates include a fixed monthly customer
charge along with a volumetric rate. To partially decouple the revenue, Duke Energy Kentucky
earns from the volumes of gas sold, a majority of the base rate increase granted in Duke Energy
Kentucky’s most recent rate case (2009-00202) was allocated to the monthly customer charge
rather than the volumetric rate in an effort to move towards a rate design that removes the
Company’s disincentive to promote conservation. In future rate proceedings, Duke Energy

Kentucky will continue to address customer conservation in its rate design.

Respectfully submitted,

NERGY KENTUCKY, INC.

_~Rocco 0. D’ Ascenzo (92796)
Associlate General Counsel
Amy B. Spiller (85309)
State Regulatory General Counsel
139 East Fourth Street
Cincinnati, OH 45201-0960
Telephone: (513) 287-4320
Facsimile: (513) 287-485

CERTIFICATE OF SERVICE
The undersigned hereby certifies that a copy of Duke Energy Kentucky, Inc.’s Adoption

of cost-Effective Energy Efficiency Policies and Procedures-was served on the following by
regular mail, this 22™ day of October 2012.

occo D’Ascenzo
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CERTIFICATE OF SERVICE

Allen Anderson

South Kentucky RECC
025-929 North Main Street
P.0. Box 910

Somerset, KY 42502-0910

Judy Cooper

Columbia Gas of Kentucky Inc
2001 Mercer Road

P.O. Box 14241

Lexington, KY 40512-4241

Scott H. DeBroff

Smigel, Anderson & Sacks
River Chase Office Center
4437 North Front Street
Harrisburg, PA 17110

Paul G. Embs

Clark Energy Cooperative, Inc.
2640 Ironworks Road

P.O. Box 748

Winchester, KY 40392-0748

Carol H. Fraley
Grayson RECC
109 Bagby Park
Grayson, KY 41143

Ted Hampton

Cumberland Valley Electric, Inc.

Highway 25E
P.O. Box 440
Gray, KY 40734
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. David F. Boehm

Michael L. Kurtz
Boehm, Krutz & Lowry
Suite 1510

36 East Seventh Street
Cincinnati, OH 45202

David Estepp

President & General Manager
Big Sandy R.E.C.C.

504 11th Street

Paintsville, KY 41240-1422

Lonnie E. Bellar

Kentucky Utilities Company
Louisville Gas & Electric Company
220 West Main Street

P.O. Box 32010

Louisville, KY 40202

Anthony S Campbell

President & CEO

East Kentucky Power Cooperative, Inc.
4775 Lexington Road

P. O. Box 707

Winchester, K'Y 40392-0707

John B. Brown

Delta Natural Gas Company Inc.
3617 Lexington Road
Winchester, KY 40391

Mark David Goss

Goss Samford, PLLC

2365 Harrodsburg Road, Suite B130
Lexington, KENTUCKY 40504
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Larry Hicks

Salt River Electric Cooperative
Corporation

111 West Brashear Avenue
P.O. Box 609

Bardstown, KY 40004

Robert Hood

Owen Electric Cooperative, Inc.
8205 Highway 127 North

P.O. Box 400

Owenton, KY 40359

Michael L. Miller

Nolin RECC

411 Ring Road

Elizabethtown, KY 42701-8701

Albert Yockey

VP of of Governmental Relations
Big Rivers Electric Corporation
201 Third Street

Henderson, K'Y 42419-0024

Barry L. Myers

Taylor County RECC

100 West Main Street

P.O. Box 100
Campbellsville, KY 42719

Sanford Novick
Kenergy Corp.

3111 Fairview Drive
P.O. Box 1389
Owensboro, KY 42302

G. Kelly Nuckols

Jackson Purchase Energy Corporation

2900 Irvin Cobb Drive
P.O. Box 4030
Paducah, KY 42002-4030
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Mark Martin

Atmos Energy Corporation
2401 New Hartford Road
Owensboro, KY 42303-1312

Debbie Martin

Shelby Energy Cooperative, Inc.
620 Old Finchville Road
Shelbyville, KY 40065

Burns E. Mercer

Meade County RECC

P.O. Box 489

Brandenburg, K'Y 40108-0489

Dennis G. Howard ]I

Office of the Attorney General
Utility & Rate Intervention Division
Suite 200

1024 Capital Center Drive
Frankfort, KY 40601

James L. Jacobus

Inter-County Energy Cooperative
Corporation

1009 Hustonville Road

P.O. Box 87

Danville, KY 40423-0087

Tyson A. Kamuf

Sullivan, Mountjoy, Stainback & Miller,
PSC

100 St. Ann Street

P.0O. Box 727

Owensboro, KY 42302-0727

David S Samford

Goss Samford, PLLC

2365 Harrodsburg Road, Suite B130
Lexington, K'Y 40504
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Christopher S. Perry
Fleming-Mason Energy Cooperative
P.O. Box 328

Flemingsburg, KY 41041

"Donald R Schaefer

President & CEO

Jackson Energy Cooperative Corporation
115 Jackson Energy Lane

McKee, KY 40447

Mark Stallons

President & CEO

Owen Electric Cooperative, Inc.
8205 Highway 127 North

P. O. Box 400

Owenton, KY 40359

Ranie Wohnhas

Managing Director, Reg & Finance
American Electric Power

101 A Enterprise Drive

P. 0. Box 5190

Frankfort, KY 40602
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Bill Prather

Farmers RECC

504 South Broadway

P.O. Box 1298

Glasgow, KY 42141-1298

Iris G Skidmore
415 W. Main Street, Suite 2
Frankfort, KY 40601

Mike Williams

President & CEO

Blue Grass Energy Cooperative Corp.
1201 Lexington Road

P. 0. Box 990

Nicholasville, KY 40340-0990
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