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Duke Energy Kentucky

Case No. 2018-00261

Staff Second Set Data Requests
Date Received: October 10,2018

STAFF-DR-02-001

REQUEST:
Refer to Duke Kentucky's Application (Application), Volume 1.1, Tab 26.

a. Explain whether the capital expenditures budget reflects both the electric and
gas operations for Duke Kentucky. If the budget reflects electric and gas
operations, resubmit the capital expenditures budget, separating the electric
and gas operations.

b. Provide a comparison of the three-year projected capital expenditures in Case
No. 2009-00202! with the actual capital expenditures for those years.

RESPONSE:

a. The capital expenditures budget on Volume 1.1, Tab 26 of the Application is
for Duke Kentucky’s gas operations only.

b. Please refer to STAFF-DR-02-001(b) Attachment for comparison of projected
capital expenditures in Case No. 2009-00202 with the actual capital
expenditures for those years.

PERSON RESPONSIBLE: Robert H. “Beau” Pratt

! Case No. 2009-00202, Application of Duke Energy Kentucky, Inc. for an Adjustment of Rates (Ky. PSC
Dec. 29, 2009).



STAFF-DR-02-001
ATTACHMENT (b)

IS BEING FILED
ELECTRONICALLY AND
PROVIDED ON
CD



KyPSC Case No. 2018-00261
STAFF-DR-02-001b Attachment

Page 1 of 1
DUKE ENERGY KENTUCKY, INC.
CASE NO. 2018-00261
Comparison of Actual Capital Expenditures and Projected Capital Expenditures from Prior Case
$ millions
Actual Projected
Year Expenditures Expenditures (1) Variance

2009 31 34 3

2010 19 27 7

2011 13 13 0)
(1) Projected capital expenditures from Case No. 2009-00202

10/22/2018

STAFF-DR-02-001(b) Attachment



Duke Energy Kentucky

Case No. 2018-00261

Staff Second Set Data Requests
Date Received: October 10,2018

STAFF-DR-02-002

REQUEST:

Refer to the Application, Volume 1.1, Tab 27.

a.

Provide a schedule that details each of the construction projects that are part
of the aggregate total for the filing requirement 807 KAR 5:001, Section
16(7)(g), that are not included in the schedule for the filing requirement under
807 KAR 5:001, Section 16(7)(f).

Explain whether the capital expenditures budget reflects both the electric and
gas operations for Duke Kentucky. If the budget reflects electric and gas
operations, resubmit the capital expenditures budget, separating the electric
and gas operations.

Provide a comparison of the three-year projected capital expenditures in Case

No. 2009-00202 with the actual capital expenditures for those years.

RESPONSE:
a. See STAFF-DR-02-002(a) Attachment
b. The capital expenditures budget on Volume 1.1, Tab 27 of the Application is
for Duke Kentucky’s gas operations only.
c. See STAFF-DR-02-001(b) Attachment

PERSON RESPONSIBLE: Robert H. “Beau” Pratt



STAFF-DR-02-002
ATTACHMENT (a)
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CD



KyPSC Case No. 2018-00261
STAFF-DR-02-002(a) Attachment

Page 1 of 1
DUKE ENERGY KENTUCKY, INC.
CASE NO. 2018-00261
Forecasted Capital Expenditures - Not Included in FR 16(7)(g)
Line Estimated Costs Including AFUDC Estimated Costs Excluding AFUDC
No. Project Class 2018 2019 2020 2018 2019 2020
1 Gas Distribution 22,241 12,694 12,773 21,484 11,964 12,003
2 Gas Meters 2,384 0 0 2,379 0 0
3 Gas Special Projects 1,385 914 187 1,182 807 0
4 Intangible Plant - Software 680 1,337 1,185 625 1,250 1,036
5 Gas Building & Grounds 270 0 260 270 0 260

26,961 14,945 14,405 25,939 14,022 13,299



Duke Energy Kentucky

Case No. 2018-00261

Staff Second Set Data Requests
Date Received: October 10, 2018

STAFF-DR-02-003

REQUEST:
Refer to the Application, Volume 1.1, Tab 28.
a. Refer to the Application in Case No. 2017-00321,? Filing Requirement 807 KAR

5:001, Section 16(7)(h). Reconcile the discrepancy in the projected Gas Revenue

for the years 2018 and 2019 in Case No. 2017-00321 and Case No. 2018-00261.

b. Refer to FR 16(7)(h) Attachment, page 3 of 13.

(1) Explain why there are no Dividends on common stock for 2018.

(2) Provide the Dividends paid on common stock for the calendar years 2013
through 2017, and 2018 to date. This an ongoing request throughout this
proceeding.

(3) Provide a comparison of the projected and actual Dividends paid on common
stock in the three-year projected cash flow statement that was tiled in Case No.
2009-00202.

c. Refer to page 8 of 13 and to the Direct Testimony of Renee H. Metzler (Metzler

Testimony), page 3, regarding the number of Duke Kentucky employees.

2 Case No. 2017-00321, Electronic Application of Duke Energy Kentucky, Inc. for: 1) An Adjustment of the
Electric Rates; 2) Approval of an Environmental Compliance Plan and Surcharge Mechanism; 3) Approval
of New Tariffs; 4) Approval of Accounting Practices to Establish Regulatory Assets and Liabilities; and 5)
All Other Required Approvals and Relief (filed Sept. 1, 2017).



(1) Reconcile the number of Duke Kentucky employees listed on page 8 (203
employees each per year for 2018 through 2020) with the number listed in the
Metzler Testimony (198 employees).

(2) Provide the correct number of current Duke Kentucky employees.

(3) Identify the impact of the deployment of the advanced natural-gas-metering
infrastructure program on the number of Duke Kentucky employees.

RESPONSE:

a. The increase in projected Gas Revenue for 2018 from Case No. 2017-00321 to Case
No. 2018-00261 is primarily due to an increase in the projected cost of gas to be
recovered through revenue. The decrease in projected Gas Revenue for 2019 is
primarily due to a preliminary estimate of the impact of the Gas Base Rate Case
being included in Gas Revenue as shown in Section 16(7)(h) for Case No. 2017-

00321.

(1) The Company’s earnings are forecasted to be retained at the Company (versus
having dividends) in 2018, in order to maintain the desired equity component of

the capital structure.

2)
Dividends
on common stock

Year ($million)
2013 $40.0
2014 $0
2015 $55.0
2016 $10.0
2017 $0
2018 YTD $0




G)

)

@
€)

Per Case No.
2009-00202 Actual
Year (3000) (5000)
2009 $3,282 $0
2010 $0 $0
2011 $0 $135,000

The correct number of employees as of June 30, 2018, is 198. The Company
converted its HR system at the beginning of 2018. Data conversion cleanup
occurred after the completion of FR 16(7)(h) but prior to the completion of Ms.
Metzler’s testimony and this discrepancy was not realized until responding to
this request.
See response to ¢ (1) above.
In accordance with the Company’s budgeting process, headcount data is not
budgeted. Labor budgets are determined based on salary dollars. Given that,
in preparing the headcount estimates referenced on page 8 of 13, an assumption
was made that there would be no material changes from headcount as of June
30, 2018. The Company did however include meter reading cost savings in the
test period, as referenced in the testimony of William Don Wathen Jr., page 7.
These cost savings were based on a reduction of 2 Duke Energy Kentucky
meter reading employees in 2018, 10 meter reading employees in 2019, and 14

meter reading employees in all years projected beyond 2019.

PERSON RESPONSIBLE: Robert H. Pratt (a-b)

Renee Metzler (¢)



Duke Energy Kentucky

Case No. 2018-00261

Staff Second Set Data Requests
Date Received: October 10, 2018

STAFF-DR-02-004

REQUEST:

Refer to the Application, Volume 11.2, Tab 41. Provide the following information for

any of the Duke Energy Business Services (DEBS) and other affiliated entities' costs

directly assigned or allocated to Duke Kentucky, as well as the other requested

information:

a.

For the DEBS Department, provide the amount of total salaries and the
number of hours allocated along with any associated incentive pay, listed by
each incentive pay program, including any stock option plans in effect by
month for the test year.

For each Duke Energy Corporation (Duke Energy) subsidiary, provide the
name of the SL;bsidiary and the department, along with the amount of total
salaries, the number of hours allocated, any associated incentive pay,
including any stock option plans and any stock option plans costs, by month
for the forecasted test year.

Provide schedules showing all costs allocated to Duke Kentucky from DEBS
and other affiliates by the Federal Energy Regulatory Commission (FERC)
account name and number for years ended December 31, 2015, 2016, and
2017, the base period, and the test period. Prepare a separate schedule for each

affiliate.



d. Identify and explain any changes in how costs are allocated either to, or from,
Duke Kentucky since its last base rate case for gas operations in Case No.
2009-00202.

e. Refer to page 3 of 9. Explain the decrease in the DEBS costs allocated to
Duke Kentucky from the base period to the forecasted test period.

f. Refer to page 5 of 9. Explain the large variation in costs allocated to Duke
Kentucky from Duke Energy Ohio from 2015 through the forecasted test
period.

g. Provide a legible copy of page 9 of 9 and an electronic copy in Excel
spreadsheet format with all formulas intact and unprotected and with all
columns and rows accessible.

RESPONSE:

a. See STAFF-DR-02-004 (a) Attachment.

b. See STAFF-DR-02-004 (b) Attachment.

c. See STAFF-DR-02-004 (c) Attachment

d. There has not been a significant change in the methods in which costs are
allocated to Duke Kentucky gas operations since the last base rate case. There
are services related to Customers being provided from the Carolinas utilities
that were previously provided from the Service Company or Ohio, but the
methods of allocation have not changed.

e. The reductions in costs are related to continual efficiency gains and benefits

derived from the Piedmont Gas integration.



f. In 2015 there were estimated tax payments that were allocated to Kentucky, a
portion was reversed in 2016. The other periods presented to not included

these estimated tax payments.

g. See STAFF-DR-02-004 (g) Attachment

PERSON RESPONSIBLE: Jeff Setser



STAFF-DR-02-004
ATTACHMENT (a)
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CD



Duke Energy Kentucky - Gas
Test Period: 4/1/2019 - 3/31/2020

KyPSC Case No. 2018-00261
STAFF-DR-02-004 (2) Attachment

M Page 1 of 4

Reguest:

4. Refer to the Application, Volume 11 .2, Tab 41. Provide the following information for any of the Duke Energy Business 5ervices (DEBS) and other affiliated entities’ costs directly assigned or allocated to Duke Kentucky, as well

as the other requested information:

a. For the DEB5 Department, provide the amount of total salaries and the number of hours allocated along with any associated incentive pay, listed by each incentive pay program, inciuding any stock option plans in effect by

month for the test year.

Response:

See the below table for salary cost and associated incentive pay program cost for Duke Energy Business 5ervices (DEBS). Amounts extracted

from the company's general ledger system (budget) for the test period. Note, related hours are unavailable in the company's general ledger system,

Total of Salaries, STl and LTI
Department Apr-19 May-19 Jun-19 Jul-19 Aug-19 Sep-19 Oct-19 Nov-19 Dec-19 Jan-20 Feb-20 Mar-20 Total

Corporate Groups 160,534 169,929 160,887 161,838 162,571 163,119 162,145 151,986 152,545 162,223 162,223 162,223 1,932,224
Customer Connect 31,768 31,708 30,479 31,422 31,000 31,432 32,287 31,691 33,012 31,961 31,961 31,961 380,680
Customer Operations 56,910 58,959 61,258 58,093 76,874 58,800 55,804 54,994 56,784 60,429 60,429 60,429 719,762
Customer Solutions - P&S 10 10 10 10 10 10 10 10 10 10 10 10 123
Gas Operations 108,066 106,746 107,062 62,085 63,749 63,897 62,894 62,920 63,802 78,693 78,693 78,693 937,299
Grid 5olutions 4,465 4,465 4,465 4,465 5,158 4,465 4,465 4,465 4,467 4,588 4,588 4,588 54,646
Operations Support 62 62 62 62 62 62 62 62 62 62 62 62 740
Other Departments (Esamann) 35,506 35,503 35,503 35,503 36,083 35,503 35,503 35,503 35,503 35,923 35,923 35,923 427,877
Other Departments (Jamil) 32,542 32,560 32,545 32,815 36,539 32,716 32,711 32,730 32,717 33,428 33,428 33,428 398,160
Regulated Utilities Other 6,006 6,006 6,006 6,006 6,006 6,006 6,006 6,006 6,006 6,066 6,066 6,066 72,252

Total $ 435,869 $ 445,948 $ 438,277 $ 392,298 $ 418,051 $ 396,009 $ 391,888 $ 380,367 $ 384,908 $ 413,383 $ 413,383 $ 413,383 § 4,923,763




Duke Energy Kentucky - Gas
Test Period: 4/1/2019 - 3/31/2020

KyPSC Case No. 201 8-1M1261
STAFF-DR-02-(4 (2) Attachment

Pagc2of 4

Request;

4. Refer to the Application, Volume 11 .2, Tab 41. Provide the following information for any of the Duke Energy Business Services {DEBS) and other affiliated entities’ costs directly assigned or aliocated to Duke Kentucky, as well

as the other requested information:

a. For the DEBS Department, provide the amount of total salaries and the number of hours allocated along with any associated incentive pay, listed by each incentive pay program, including any stock option plans in effect by

month for the test year.

Response:

See the below table for salary cost and associated incentive pay program cost for Duke Energy Business Services (DEBS). Amaunts extracted

from the company's general ledger system {budget) for the test period. Note, related hours are unavailable in the company's general ledger system.

Salaries
Department Apr-19 May-19 Jun-19 Jul-19 Aug-19 Sep-19 Oct-19 Now-19 Dec-19 1an-20 Feb-20 Mar-20 Total

Corporate Groups 88,305 88,398 88,498 88,568 89,162 80,255 88,590 88,604 88,669 89,671 89,671 89,671 1,068,063
Customer Connect 27,982 27,928 26,826 27,671 27,293 27,680 28,447 27,913 29,098 28,150 28,150 28,150 335,286
Customer Operations 51,633 53,471 55,533 52,694 69,831 53,329 50,642 43,916 51,521 54,828 54,828 54,828 653,054
Customer Solutions - P&S 9 9 9 9 9 9 9 9 9 9 9 9 111
Gas Operations 96,215 95,095 95,334 55,050 56,542 56,679 55,774 55,801 56,587 69,930 69,930 69,930 832,927
Grid Solutions 4,005 4,005 4,005 4,005 4,626 4,005 4,005 4,005 4,006 4,115 4,115 4,115 49,010
Operations Support 55 55 55 55 55 55 55 55 55 56 56 56 664
Other Departments (Esamann) 31,838 31,838 31,838 31,838 32,358 31,838 31,838 31,838 31,838 32,215 32,215 32,215 383,708
Other Departments (lamif) 29,738 29,756 29,741 29,983 33,574 29,894 29,889 29,908 29,895 30,567 30,567 30,567 364,079
Regulated Utilities Other 5,387 5,387 5,387 5,387 5,387 5,387 5,387 5,387 5,387 5,440 5,440 5,440 64,800

Total 335,168 $ 335,942 $ 337,285 $ 295,260 $ 318,837 $ 299,131 $ 294,636 S 293,435 S 297,064 $ 314,981 $ 314,981 $ 314,981 $ 3,751,702




Duke Energy Kentucky - Gas
Test Period: 4/1/2019 - 3/31/2020

KyPSC Case No. 2018-00261
STAFF-DR-02-WM () Attachment

Page 3of 4

Reguest: .

4. Refer to the Application, Volume 11 .2, Tab 41, Provide the following information for any of the Duke Energy Business Services (DEBS) and ather affiliated entities' costs directly assigned or allocated to Duke Kentucky, as well as

the other requested information:

a. For the DEBS Department, provide the amount of total salaries and the number of hours allocated along with any associated incentive pay, listed by each incentive pay program, including any stock option plans in effect by month

for the test year.

Response:

See the below table for salary cost and associated incentive pay program cost for Duke Energy Business Services {DEB5). Amounts extracted

from the company's general ledger system (budget} for the test period. Note, related hours are unavailable in the company's general ledger system.

Short-Term Incentives (STi)
Department Apr-19 May-19 Jun-19 Jul-19 Aug-19 Sep-19 Oct-19 Nov-19 Dec-19 lan-20 Feb-20 Mar-20 Total

Corporate Groups 30,116 30,127 30,137 30,146 30,190 30,338 30,149 30,150 30,110 30,464 30,464 30464 362,858
Customer Connect 3,476 3,470 3,343 3,440 3,397 3,441 3,529 3,468 3,604 3,498 3,498 3,498 41,662
Customner Operations 5,276 5,488 5,725 5,398 7,042 5,471 5,162 5,079 5,264 5,601 5,601 5,601 66,708
Customer Solutions - P&S 1 1 1 1 1 1 1 1 1 1 1 1 13
Gas Operations 11,290 11,161 11,196 6,556 6,728 6,743 6,639 6,642 6,733 8,269 8,269 8,269 98,497
Grid Solutions 461 461 461 461 532 461 461 461 461 473 473 473 5,636
Operations Support 6 [} 6 6 6 6 6 6 6 6 6 6 76
Other Departments {(Esamann} 3,661 3,661 3,661 3,661 3,721 3,661 3,661 3,661 3,661 3,705 3,705 3,705 44,127
Other Departments (Jamil) 2,804 2,804 2,804 2,832 2,965 2,822 2,822 2,822 2,822 2,861 2,861 2,861 34,081
Regulated Utilities Other 619 619 619 619 619 619 619 619 619 626 626 626 7,452

Total $ 57,711 $ 57,798 $ 57,954 $ 53,122 § 55,202 S 53,565 $ 53,051 $ 52,910 § 53,281 $ $5,505 $ 55,505 § 55,505 $ 661,109




Duke Energy Kentucky - Gas
Test Period: 4/1/2019 - 3/31/2020

KyPSC Case No. 2018-00261
STAFF-DR-02-004 (a) Attachment

Page 4of 4
Reguest:
4. Refer to the Application, Volume 11 .2, Tab 41. Provide the following information for any of the Duke Energy Business Services (DEBS) and other affiliated entities' costs directly assigned or aliocated to Duke Kentucky, as well as
the other requested information:
a. For the DEBS Department, provide the amount of total salaries and the number of hours allocated along with any associated incentive pay, listed by each incentive pay program, including any stock option plans in effect by month
for the test year.
Response:
See the below table for salary cost and associated incentive pay program cost for Duke Energy Business Services (DEBS). Amounts extracted
from the company's general ledger system {budget) for the test period. Note, related hours are unavailable in the company's general ledger system.
Long-Term Incentives (LTI}
Department Apr-19 May-19 Sun-19 Jul-19 Aug-19 Sep-19 Oct-19 Nov-19 Dec-19 Jan-20 Feb-20 Mar-20 Total
Corporate Groups 42,112 51,404 42,252 43,123 43,218 42,525 43,406 33,232 33,767 42,088 42,088 42,088 501,303
Customer Connect 310 310 310 310 310 310 310 310 310 313 313 313 3,732
Gas Operations 560 430 473 479 480 475 481 476 482 493 493 493 5,875
Other Departments (Esamann) 7 3 3 3 3 3 3 3 3 4 4 4 42
Total B 42,989 $ 52,207 $ 43,038 $ 43,915 $ 44,011 § 43,313 $ 44,201 $ 34,021 $ 34,562 42,898 $ 42,898 § 42,398 510,952
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Duke Energy Kentucky - Gas
Test Period: 4/1/2019 - 3/31/2020

KyPSC Case No. 2018-00261

STAFF-DR-02-004 (b) Attachment

Page 1 of 4

Request;

4. Refer ta the Application, Volume 11 .2, Tab 41. Provide the following information for any of the Duke Energy Business Services (DEBS} and other affiliated entities' costs directly assigned or allocated to Duke Kentucky, as well as the other

requested information:

b. For each Duke Energy Corporation {Duke Energy) subsidiary, provide the name of the subsidiary and the department, along with the amount of total salaries, the number of hours allocated, any associated incentive pay, including any stock

option plans and any stock option plans costs, by month for the forecasted test year.

Respons:

See the below table for salary cost and associated incentive pay program cost for Duke Energy Kentucky and its affiliates. Amounts extracted

from the company's general ledger system {budget) for the test period. Note, related hours are unavailable in the company's general ledger system.

Total of Salaries, STl and LTI
Duke Energy Corporation
bsidiary Department Apr-19 May-19 Jun-19 Jul-19 Aug-19 Sep-19 Oct-19 Nov-19 Dec-19 Jan-20 Feb-20 Mar-20 Total

DE Carolinas Corporate Groups 28 28 2 3 25 28 28 23 23 2 3 25 25 2 8 18
Customer Connect 99 99 99 99 99 99 93 93 99 100 100 100 1,194
Customer Operations 16,281 16,281 16,281 16,315 18,104 16,326 16,315 16,315 16,315 16,669 16,662 16,669 198,540
Gas Operations 6,002 6,002 6,002 6,002 6,002 6,002 6,002 6,002 6,002 6,062 6,062 6,062 72,205
Grid Solutions 367 367 177 177 197 177 177 177 177 223 223 223 2,662
Operations Support 41 41 41 41 41 41 41 41 41 41 41 41 494
Other Departments (Esamann} 2,082 2,082 2,082 2,082 2,147 2,082 2,082 2,082 2,082 2,110 2,110 2,110 25,132
Other Departments {Jamil} 1,299 1,299 1,302 1,299 1,340 1,302 1,299 1,299 1,302 1,318 1,318 1,318 15,694

DE Ohio Customer Operations 4,292 4,292 4,292 4,292 5,834 4,292 4,292 4,292 4,292 4,508 4,508 4,508 53,692
Gas Operations 8,547 8,547 8,547 8,547 10,945 8,547 8,547 8,547 8,547 8,902 8,902 8,902 106,026

DE Indiana Customer Operations 15 15 15 15 15 15 15 15 15 15 15 15 178
Gas Operations 763 763 763 763 763 763 763 763 763 771 771 771 9,181

DE Kentrucky Gas Operations 788,458 754,301 854,937 891,663 1,030,831 1,100,416 934,888 746,285 857,386 893,307 893,307 893,307 10,640,087

DE Progress Customer Operations 1,218 1,218 1,218 1,218 1,285 1,218 1,218 1,218 1,218 1,237 1,237 1,237 14,737
Gas Operations 853 853 853 853 854 853 853 853 853 862 862 862 10,264
Operations Support 38 38 38 38 38 3g 38 38 38 38 38 38 453
Other Departments (Jamil) 378 378 379 378 378 379 378 378 379 382 382 382 4,552
Regulated Utilities Other 317 317 317 317 317 317 317 317 317 320 320 320 3,808

DE Florida Customer Operations 193 193 193 193 216 193 193 193 193 197 197 197 2,347
Gas Operations 567 567 567 567 567 567 567 567 567 572 572 572 6,818

Piedmont Gas Operations 140,521 131,420 130,865 130,807 135,808 141,235 132,594 131,691 134,630 135,741 135,741 135,741 1,616,795

Total 973,331 § 929,074 $ 1028968 $ 1,065666 $ 1,215780 $ 1284862 $§ 1110678 § 921,171 $§ 1,03521S $ 1,073,377 $§ 1,073,377 $ 1,073,377 § 12,784,877




Duke Energy Kentucky - Gas
Test Period: 4/1/2019 - 3/31/2020

KyPSC Case No. 2018-00261
STAFF-DR-02-004 (b) Attachment

Page 2 of 4

Reguest:

4. Refer to the Application, Volume 11 .2, Tab 41. Provide the following information for any of the Duke Energy Business Services (DEBS) and other affiliated entities' costs directly assigned or allocated to Duke Kentucky, as well as the other

requested information:

b. For each Duke Energy Corporation (Duke Energy) subsidiary, provide the name of the subsidiary and the department, along with the amount of total salaries, the number of hours allocated, any associated incentive pay, including any stock

option plans and any stock option plans costs, by month for the forecasted test year. !

Response: .

See the below table for salary cost and asscciated incentive pay program cost for Duke Energy Kentucky and its affiliates. Amounts extracted

from the company's general ledger system (budget) for the test period. Note, related hours are unavailable in the company’s general ledger system

Salaries

Duke Energy Corporation

Subsidiary Department Apr-19 May-19 Jun-19 Jul-19 Aug-19 Sep-19 Oct-19 Nov-19 Dec-19 Jan-20 Feb-20 Mar-20 Total

DE Carolinas Corporate Groups 13 18 18 18 13 18 13 13 13 13 13 18 16
Customer Connect 90 90 90 90 90 S0 90 90 S0 91 91 91 1,080
Customer Operations 14,736 14,736 14,736 14,766 16,385 14,777 14,766 14,766 14,766 15,087 15,087 15,087 179,695
Gas Operaticns 5,432 5,432 5,432 5,432 5,432 5,432 5,432 5,432 5,432 5,486 5,486 5,486 65,344
Grid Solutions 332 332 160 160 178 160 160 160 160 202 202 202 2,409
Operations Support 37 37 37 37 37 37 37 37 37 38 38 33 447
Other Departments {Esamann) 1,884 1,884 1,884 1,884 1,943 1,884 1,884 1,884 1,884 1,910 1,910 1,910 22,744
Other Departments {Jamil) 1,176 1176 1,180 1,176 1,214 1,180 1,176 1,176 1,180 1,194 1,194 1,194 14,217

DE Ohio Customer Operations 3,885 3,885 3,885 3,885 5,280 3,885 3,885 3,885 3,885 4,080 4,080 4,080 48,597
Gas Operations 8,051 8,051 8,051 8,051 10,379 8,051 8,051 8,051 8,051 8,393 8,393 8,393 99,965

DE Indiana Customer Operations 13 13 13 13 13 13 13 13 13 14 14 14 161
Gas Operations 691 691 691 691 691 691 691 691 691 698 698 698 8,309

DE Kentrucky Gas Operations 723,376 690,952 781,339 814,714 941,367 1,005,364 853,394 681,675 784,023 816,552 816,552 816,552 9,725,862

DE Progress Customer Operations 1,102 1,102 1,102 1,102 1,163 1,102 1,102 1,102 1,102 1,120 1,120 1,120 13,336
Gas Operations 772 772 772 772 773 772 772 7 72 780 780 780 9,288
Operations Support 34 34 34 34 34 34 34 34 34 34 34 34 410
Other Departments {Jamil) 342 342 343 342 342 343 342 342 343 346 346 346 4,121
Regufated Utilities Other 286 286 286 286 286 286 286 286 286 289 289 289 3,446

DE Florida Customer Operations 174 i74 174 174 195 174 174 174 174 178 178 178 2,124
Gas Operations 513 513 513 513 513 513 513 513 513 518 518 518 6,170

Piedmant Gas Operations 127,168 118,932 118,430 118,378 122,903 127,815 119,995 119,178 121,837 122,842 122,842 122,842 1,463,162

Total 890,097 $ 849,437 $ 938,153 $ 972,503 ¢ 1,109220 $ 1,172,604 $ 1,012,799 $ 840,263 % 845,275 $ 979,851 3 979,851 $ 979,851 $ 11,670,904




Duke Energy Xentucky - Gas KyPSC Case No. 2018-00261

Tast Period: 4/1/2019 - 3/31/2020 STAFF-DR-02-004 (b) Attachment
Page 3 of 4
Reguest:

4. Refer to the Application, Volume 11 .2, Tab 41. Provide the following information for any of the Duke Energy Business Services {DEB5) and cther affiliated entities’ costs directly assigned or allocated to Duke Kentucky, as well as the other
requested information:

b. For each Duke Energy Corporation (Duke Energy) subsidiary, provide the name of the subsidiary and the department, along with the amount of total salaries, the number of hours allocated, any associated incentive pay, including any stock
option plans and any stock option plans costs, by month for the forecasted test year.

Response:
See the below table for salary cost and associated incentive pay program cost for Duke Energy Kentucky and its affiliates. Amounts extracted
from the company's general ledger system {budget) for the test period. Note, related hours are unavailable in the company's general ledger system.

Short-Term incentives (STl)

Duke Energy Corporation

Subsidiary Department Apr-19 May-19 Jun-19 Jul-19 Aug-19 Sep-19 Oct-19 Nov-19 Dec-19 Jan-20 Feb-20 Mar-20 Totat
DE Carolinas Corporate Groups $ [V 03 0 s 0 s oS 0 s [V [V [ 0o s 0o s 0 s 2
Customer Connect 9 9 9 9 9 9 9 9 9 10 10 10 113
Customer Operations 1,545 1,545 1,545 1,549 1,718 1,550 1,549 1,549 1,549 1,582 1,582 1,582 18,845
Gas Operations 570 570 570 570 570 570 570 570 570 576 576 576 6,861
Grid Solutions 35 35 17 17 19 17 17 17 17 21 21 21 253
QOperations Support 4 4 4 4 4 4 4 4 4 4 4 4 47
Qther Departments (Esamann} 198 198 198 198 204 198 198 198 198 200 200 200 2,388
Other Departments {Jamif) 122 122 122 122 126 122 122 122 122 124 124 124 1,477
DE Ohio Customer Operations 407 407 407 407 554 407 407 407 407 428 428 428 5,095
Gas Operations 496 496 496 496 566 496 436 496 496 509 509 509 6,062
DE indiana Customer Operations 1 1 1 1 1 1 1 1 1 1 1 1 17
Gas Operations 73 73 73 73 73 73 73 73 73 73 73 73 872
DE Kentrucky Gas Operations 66,082 63,349 73,598 76,948 89,464 95,052 81,495 64,609 73,362 76,755 76,755 76,755 914,225
DE Progress Customer Operations 1186 116 116 116 122 116 116 116 116 118 118 118 1,400
Gas Operations 81 81 81 81 81 81 81 81 81 82 82 82 975
Operations Support 4 4 4 4 4 4 4 4 4 4 4 4 43
Other Departments {Jamil) 36 36 36 36 36 36 36 36 36 36 36 36 431
Regulated Unilities Other 30 30 30 30 30 30 30 30 30 30 30 30 362
DE Florida Customer Operations 18 18 18 18 ral 18 18 18 18 19 19 19 223
Gas Operations 54 54 54 54 54 54 54 54 54 54 54 54 648
Piedmont Gas Operations 13,353 12,488 12,435 12,430 12,905 13,421 12,600 12,514 12,793 12,899 12,899 12,899 153,633

Total $ 83235 $ 79,637 $ 89,815 $ 93,163 $ 106561 $ 112,259 $ 97878 $ 80,908 $ 83,940 $ 93,526 S 93,526 $ 93,526 $ 1,113,973




Duke Energy Kentucky - Gas

KyPSC Case No. 2018-00261
Test Period: 4/1/2019 - 3/31/2020 STAFF-DR-02-004 (b) Attachment
Page 4 of 4

Request:

4. Refer to the Application, Volume 11 .2, Tab 41. Provide the following information for any of the Duke Energy Business Services (DEBS) and other affiliated entities’ costs directly assigned or allocated to Duke Kentucky, as well as the other
requested information:

b. For each Duke Energy Corporation {Duke Energy) subsidiary, provide the name of the subsidiary and the department, along with the amount of total salaries, the number of hours allocated, any associated incentive pay, including any stock
option plans and any stock option plans costs, by month for the forecasted test year.

Respons
There were no Long-Term Incentive (LTI) costs (including stock-option plans) that were either directly assigned or allocated to Duke Kentucky from a Duke Energy subsidiary
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Data Request 4 {c) from DEBS to DEK

KyPSC Case No. 2018-00261
STAFF-DR-02-004(c) Attachment
Page 1 of 3

107000
107730
107888
163110
401100
402000
403500
408040
408050
408120
408121
408150
408151
408152
408205
408470
408800
408820
408851
408960
417000
417001
417007
417107
417320
419040
419240
421100
421940
426100
426200
426300
426400
426500
426510
426540
428021
431000
431400
431550
432000
442100
454400
456100
457100
489200
500000
501150
501190
502100
506000
510000
511000
512100
514000

91,080.20
{0.50)

74,734.83

33,653.34
0.26
3.15

{0.01)

0.05
413.43

202.86

(341.96)
144,314.17

12.85

27.00
(11.42)
(1,281.86)
(0.01)
(14.24)
7,684.75

94.23
28,025.66

18,662.68
19.28
15,884.66
1,731.19
9,603.29

(207.49)
0.53

411.58

0.03
0.47
23431
0.91
4.74

(0.00)
31.33

90,161.61

0.04
95,783.04

(11.08)
25,239.03
28.12

1,309.81
2.67

153.02

182.17
(29.01)
115,748.56
(292.22)
4.72
(6.27)
(3.88)
0.01

6,685.42

0.07
26,553.32

2.81
18.68

10.00

1,624.35
18,616.03

(216.56)

45.46
0.07
446.79
21.80

29.64

2017 Base Period

190,859.94

219,110.23
28,478.82

0.44
135.73

121.24
18.68
2,316.13
1.71
1.07
(66.90)
93,941.75
(1.57)
(401.98)
296.37
(5.84)
(15.37)

(249.14)
1,896.35

0.45
13,336.60
6.54
55.94
777.66
12,911.32

(95.07)

(277.99)

74.95

261.32

3.00

18.21

139,869.59

236,255.72

28,051.70

(74.65)

240.65
2,196.81
1.01
0.75
(238.58)
106,958.69
(25.59)
11.04
(152.85)
0.05
0.82

2.77
407.97
7,745.98

(242.79)
0.18
21,010.69
0.34
30.35

1,465.30
35,328.78

(156.72)

33.08

251.77

12.71

Test Period March 2020

23.18

5,605.38

43,821.15

1,979.40



KyPSC Case No. 2018-00261
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Page 2 of 3
514300 0.29
517000 0.08
520000 0.03
524000 25.20 10.31 0.08 2.31
532100 1.47
535000 1.75 4.81
539000 0.18 27.30 54.38
542000 0.29
543000 - (0.03)
546000 2.14 0.45 0.15
548200 -
549000 36.06 7.14 3.74 29.59
551000 43.94
554000 6.42
556000 3.40 6.75
557000 32.83 76.54 48.72 0.99
561100 1.20
561200 13.01 1091
562000 1031
566000 35.30 36.70 43.86 10.88
569100 0.68 2.87 181.83 2.78
569200 0.21 15.71 2.27 11.05
570100 0.56
571000 11.14
580000 0.10 2.50 0.07 0.31
581004 13.36 1.12 1.05 7.21
583200 16.79
586000 574.33 696.05 513.29 187.78
588100 29,177.98 34,405.71 70,388.92 56,145.99 62,297.63
589000 0.06
593000 0.62 87.70 0.05 6,947.43
775000 -
880000 0.01 i
885000 0.20
901000 7.53
902000 2,034.34 0.20
903000 1,245,181.87 1,131,955.58 1,075,683.41 1,154,068.59 1,023,282.66
903100 {594.96) 925.21 2,059.61 551.03 (12,992.40)
903200 129,506.35 45,966.18 51,520.52 63,058.70 58,571.58
903300 (2,197.69) (1,175.07) 1,601.89 24.32
903400 4,167.12 2,144.48 1,671.60 860.47
904001 0.05 0.13 0.01
905000 523.77 85.53 75.52 50.58
908000 1.18 0.69 0.47 2.83
908150 0.21
908160 0.55
909650 (260.57) (332.25) 0.12
910000 3,189.80 6,049.89 5,698.25 937.26 520.42
910100 7,389.99 6,270.67 11,263.51 9,546.16 5,650.03
911000 18.79 162.27
912000 108.31 196.43 178.98 3,615.17 6,945.99
912300 -
913001 168.56 16.17 1.48 494.13
920000 1,652,362.44 1,484,478.17 898,490.68 1,140,412.46 1,162,711.83
920100 0.42
921100 86,799.35 81,223.06 57,027.39 76,586.95 56,421.37
921101 2.87 2.30 0.42 14.57
921103 -
921110 5.41 (203.47) 20.19 0.44
921150 -

921200 140,668.88 120,146.84 142,353.82 175,631.09 198,441.88



Grand Total

921300
921400
921540
921600
921800
921900
921980
922000
922100
922200
923000
923100
923980
924000
924980
925000
925200
925980
926000
926420
926430
926490
926600
926999
928000
928029
928053
929000
930150
930200
930210
930220
930230
930240
930250
930600
930700
930940
931001
935100
935200
999998

44.67
183,906.90
201,539.36

594.19
0.15

448,164.17

773,586.58
51.42

(28,792.24)
1,521.93
66,810.07
2,288.36
3,683.59
5,270.01
40,766.50
19.50
0.77
1,079.27
430,130.44

0.36
2.73
8,269.42
{135,720.44)
21,983.06
88.19
1,178.22
18,309.19
24,857.06
(3.72)
1,281.90
541.98
60,807.81
7,965.27
(280.60)

5,863,924.16

68.52
223,549.87
163,499.68

138.43
0.52

0.80
369,554.50
474.71
0.05

505,526.48

(11,995.06)
1,652.72
59,531.88
1,001.51
3,631.48
4,506.60
78,366.51

38.75
307,306.19

15.62

7,133.91
(27,193.60)
22,345.81

45.72
1,601.03
15,187.03
5,892.15

1,847.20
601.04
60,939.29
2,685.74
966.61

5,094,149.07

63.74
218,993.61
155,113.73

745.71

439,178.78
330.68

706,974.66

(19,058.70)

215.70
27,632.70
2,253.34
1,698.71
2,148.30
39,484.52

259,261.93

2,814.20

{117,441.58)

21,983.19
(100.39)
835.95
12,099.35
6,802.14

1,176.01
435.43
37,661.75
236.84
377.89
365.35
4,684,666.82

11.16
289,291.95
120,263.16

589.39

420,660.68
287.49

712,944.11

(287.24)
852.30
50,746.52
1,142.76
1,093.00
4,187.80
16,205.44

334,547.91
580.79

20,769.34
(126,640.66)
19,308.01
180.47
1,875.71
11,605.96
1,765.98

223.29
335.16
31,758.17
(634.40)
1,540.53
(21.39)
5,183,624.63

KyPSC Case No. 2018-00261
STAFF-DR-02-004(¢c) Attachment
Page 3 of 3

397,837.48
491.76
245.65

406,411.26

461,456.92

1,017.77
782.74
57,740.04

4,891.76
47,256.82

331,718.21

38,844.85
(212,439.67)

2,212.46
8,400.00
555.06

25,658.08
99.45

4,186,615.12
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KyPSC Case No. 2018-00261
STAFF-DR-02-004(g) Attachment

Duke Energy Kentucky Page 1of1
Customer and Administrative and General Charges Allocated between Gas and Electric Expense Accounts
For the Years Ended December 31, 2015, 2016, 2017, Base Period, and Forecasted Test Period
— 12/31/3015 12/31/2016 12/31/2017 Base Period (1) Forecasted Test Period (2)

Account Number Account Description Electric Gas Total Flectric Gas Total Flectric Gas Total Electric Gas Total Flectric Gas Total
0901000 Supervision - Cust Accts 239,717.16 43,817.26 283,530.42 246,056.36 404,351.89 650,448.25 271,797.92 587,612.49 859,410.41 368,552.43 367,771.22 736,323.65 463,780.41 179,984.48 643,764.90
0902000 Meter Reading Expense 930,040.34 710,369.69 1,640,410.03 844,642.68 61843942 |  1,463,082.10 903,385.85 467,970.45 | 1,371,356.30 396,873.38 206,301.87 603,175.25 21,544.24 15,102.02 36,646.26
0903000 Cust Records and Collection Exp 351763881 186270411 5,380,342.92 331824531  1670543.16 |  4,988,788.47 293982227 |  1,596,918.32 | 453674059 |  2,530.757.83 143755407 | 396831191 2,030,531.42 1,102,042.95 3,132,574.37
0903100 Cust Contracts and Orders - Local 189,127.98 130,462.71 319,570.69 183,594.11 154,923.82 338,517.93 201,119.08 146,347.19 347,466.27 416,926.11 301,959.94 718,886.05 584,432.61 367,774.00 952,206.61
0903200 Cust Billing and Acct 687,184.09 458,874.69 1,146,058.78 1,221,672.98 866,210.95 |  2,087,883.93 1,044,128.55 70405122 | 1,748179.77 1,139,475.05 78996972 | 192044477 957,165.83 639,690.69 1,596,856.52
0903300 Cust Collecting - Local 240,333.33 116,438.43 356,771.76 215,142.60 137,471.16 352,613.76 243,934.27 134,350.94 378,285.21 394,184.45 258,513.12 652,697.57 490,5533.06 313,402.35 803,935.41
0903400 Cust Receiv and Collect Exp - Edp 3024571 2097157 51,217.28 37,718.56 21,500.06 59,218.62 40,455.07 28,192.88 68,647.95 58,826.55 41,015.51 99,842.06 79,031.45 5511032 13414177
0303750 Common - Operating - Cust Accts - - - 884.18 - 884.18 - - - - - - - - -
0903891 IC Collection Agent Revenue - - . (166,863.22) (52,26118)]  (219,124.40) (167,466.73) (41,422.80)]  (208,889.53) (95,370.08) (25,078.72) (120,448.80) . - .
0904000 Uncollectible Accounts - - B - - . (162,175.06) (1,39100)|  (163,566.06) 343,548.09 - 343,548.09 . . .
0904001 Bad Debt Expense 58,609.78 2,815.51 6142529 316,592.99 185,695.23 502,288.22 126,665.65 5310.83 131,976.48 (2,037.09) 7,712.74 5,675.65 713,762.72 . 713,762.72
0904003 Cust Acctg-Loss On Sale-A/R 1,453,609.26 757,980.56 2,211,589.82 - - . . - - 1,138,676.99 28165105 | 1420328.04 |  2:335272.88 577,628.30 2,912,901.18
0904891 C Loss on Sale of AR with VIE (749,418.25)  (518,605.15)  (1,268,023.40) - . - . . - . . . . . .
0905000 Mise Customer Accts Expenses 1,083.32 757.05 1,840.37 45485 317.68 77253 451.26 31474 766.00 219.06 15267 37173 . . .
0908000 Cust Asst Exp-Conservation Programs - Rec 3789 0.91 38.80 2240 14.02 3642 1192 0.36 12.28 1450 8.45 22.95 - . .
0908140 Economic Development 38533 - 385.33 - - . - - - - - . . . -
0908150 Commer/Indust Assistance Exp 69.64 - 69.64 . . v . . . . . . . . .
0908160 Cust Assist Exp - General . 157,152.48 157,152.48 3040 166,840.46 166,870.86 . 139,341.48 139,341.48 . 132,032.64 132,032.64 . 114,008.71 114,008.71
0909650 Misc Advertising Expenses 10,824.50 3,522.39 14,346.89 6,494.57 184.39 6,678.96 4624.78 1308.73 5,933.51 1,771.50 57453 2,346.03 . . -
0910000 Misc Cust Serv/Inform Exp 415,986.01 300,059.45 716,045.46 373,538.11 217,063.82 590,601.93 367,729.41 189,447.18 557,176.59 347,865.24 185,468.27 533,333.51 347,686.13 178,962.40 526,648.53
0910100 £xp - Rs Reg Prod/Suces - Cstaccts 130,971.67 170,010.00 300,981.67 291,626.23 121,191.13 412,817.36 219,488.09 121,122.03 340,610.12 214,539.98 116,654.87 331,194.85 254,358.55 142,499.29 396,857.84
0911000 Supervision . - . . - . 118 18.79 15.97 17,620.75 10,459.77 28,089.52 35,32034 20,646.49 55,975.83
0912000 Demonstrating and Selling Exp 830,861.67 114,251.16 945,112.83 849,983.23 90,030.81 940,014.04 820325.02 98,658.80 918,983.82 1,220,246.11 151,997.97 | 137224408 | 1375,885.50 177,216,94 1,553,102.45
0913001 Advertising Expense 76,769.43 17195 76,941.38 54,913.25 3,764.27 58,677.52 67,256.41 7,301.79 74,558.20 103,485.18 5,406.43 108,891.61 127,221.34 6,377.46 133,598.80
0920000 A and G Salaries 4,946,930.82 | 1,777,146.98 6,724,077.80 5,518,017.48 1520,866.28 | 7,038,883.76 504621451 |  1,363533.23 |  6409,747.74 | 619887030 | 191352059 |  8112,39088 |  6966974.88 2,333,532.29 9,300,507.17
0920100 Salaries & Wages - Proj Supt - NCRC Rec 118 032 1.50 0.50 - 0.50 132.89 - 132.89 112.94 - 112.94 . - .
0920300 Project Development Labor . - . - - - - - - 1458421 - 14,584.21 22,577.39 - 22,577.39
0921100 Employee Expenses 343,850.82 117,210.44 451,061.26 210,757.88 99,206.02 309,963.90 207,181.41 90,583.26 297,764.67 262,860.93 107,068.65 369,920.58 276,707.94 89,694.17 366,402.11
0921101 Emplovee Exp - NC 1447 287 1734 1088 230 13.18 183 0.42 2.5 2.33 1285 1518 . . -
0921110 Relocation Expenses 243.98 1,870.78 211476 7161 3,768.71 3,840.32 4764 98431 1,031.95 15.36 385.40 400.76 . . .
0921200 Office Expenses 386,885.74 123,480.33 510,366.07 33472163 101,055.45 435,77.08 407,354.04 155,719.69 563,073.73 645,132.92 200,174.57 845,307.49 | (2,575,947.55) 24056976 | (2,336,377.80)
0921300 Telephone and Telegraph Exp 35.41 4273 7814 7.98 65.91 73.89 25223 63.74 315,97 301.25 1102 31227 . . .
0921400 Computer Services Expenses 337,080.58 154,283.24 491,363.82 238,093.55 164,400.71 402,494.26 323,288.90 158,735.80 482,024.70 297,193.89 22317262 520,366.51 115,160.30 225,023.70 340,184.00
0921540 Computer Rent (Go Only) 53,935.55 135,190.10 189,125.65 76,153.09 113,090.46 189,243.55 4863189 108,155.92 156,787.81 32,345.27 90,342.98 122,688.25 2,232.18 1,561.79 3,793.98
0921600 Other 1,057.13 66213 1,719.26 72985 488.56 121841 1,167.59 823,74 1,991.33 681.06 59218 1,273.24 . 245.65 245,65
0921800 0ff Supplies & Exp - Proj Supt - NCRC Rec 072 0.15 0.87 249 0.52 3.01 . . . . - . . . .
0921900 Office Supply And Exp-Partner 7183 - 7183 438 0.80 5.18 - . . - - . - - .
0921980 Office Supplies and Expenses 1.250,557.57 451,628.24 1,702,185.81 1,060,464.58 369,553.34 | 1,430,017.92 1,306,015.50 439,178.78 | 1,745,194.28 1,234,295.24 42066068 | 1654,955.92 1,215,575.44 417,109.20 1,632,684.64
0922000 Admin Exp Teansfer - . . 677.48 4781 1,152.19 3254 33068 363.22 9.91 287.49 297.40 - . .
0922100 Admin Exp Transf - Construction 90453 - 904.53 0.30 0.05 035 . . . . - . . - .
0923000 Outside Services Employed 1,685,198.79 720,588.09 2,405,786.88 1,170,848.35 41138501 | 158223336 1,387,196.62 957,207.08|  2,344,403.70 |  5043582.19 85365152 |  5,897.233.71 |  3,222,215.84 458,967.91 3,681,183.75
0923100 Outside Sves Cont -Proj Supt - NCRC Rec 1029 5142 6171 - . - . . . . . . . . .
0923980 Outside Services Employee and (38,829.35) (28,792.24) (67,621.59) (15,479.45) 11,995.06) (27,474.51) (24,994.81) (19,058.70) (44,053.51) 4,372.87 (287.24) 4,085.63 6,683.49 1,058.95 7,742.44
0924000 Property Insurance 0.74 4.06 480 0.65 8.45 9.10 . - . 2,281.13 78274 3,063.87 2,281.13 782.74 3,063.87
0924050 Intercompany Property Insurance Exp 202,755.84 90,244.08 292,999.92 183,934.80 68,065.20 252,000.00 189,375.84 71,7282 261,099.96 231,230.67 8,935.36 240,175.03 233,582.50 3,007.50 236,590.00
0924980 Property Insurance For Corp. . - - - . - . - - 83,925.60 28,798.02 112,723.62 168,270.83 57,740.03 226,010.86
0925000 injuties and Damages 124,561.77 72,848.27 197,410,04 200,940.62 65,878.43 266,819.05 257,939.63 139,956.32 397,895.95 389,665.75 20,243.96 409,909.71 409,651.36 13,920.96 423,572.32
0925051 intercompany Gen Liab Expense 247,044.00 109,956.00 357,000.00 659,099.64 243,900.36 903,000.00 723,196.68 273,903.36 997,100.04 306,391.39 83,325.28 389,716.67 287,336.55 71578.50 358,915.05
0925200 Injuties and Damages - Other 5,658.54 2,048.80 7,707.34 5,718.26 1,991.26 7,709.52 2,653.24 892.25 3,545.49 1,282.44 43871 172115 . - .
0925300 Environmental Inj and Damages - 271,818.21 27,8181 1,526.31 195,183.40 196,709.71 . 2,836.72 283672 . 14,006.19 14,006.19 . . .
0925980 Injuties and Damages For Corp. . . . - - . . - - 6,921.60 2,375.10 9,296.70 14,256.03 4,891.76 19,147.79
0926000 Empi Pensions and Benefits 421781178 | 1404,369.72 5,622,181.50 3,740,712.07 1,037,923.88 | 4,778,635.95 370237093 | 115454500 |  4,856916.03 |  4149966.41 |  1518,603.58 | 566856999 |  4,477,368.78 1,591,496.03 6,068,864.81
0926420 Employees’ Tuition Refund - - . - - . . - . . . . . . .
0926430 EmployeesRecreation Expense 16.03 1046 2649 119.17 69.07 188.24 34.98 2438 5936 939.42 65518 1,594.60 1,694.79 1,182.07 2,876.85
0926490 OTher Employee Benefits 3,016.46 1,079.27 4,095.73 348.39 - 348.39 . - . - . . - . .
0926600 Employee Benefits - Transferred 3,134,426.27 972,958.33 4,107,384.60 1,896,125.50 48177906 | 2,377.904.66 1,990,157.27 546,267.49 | 2,536,424.76 2,257,277.01 748,668.26 | 3,005,945.27 1,666,510.27 708,944.33 2,375,454.60
0926999 Non Service Cost (ASU 2017-07) . - . . - . . . - (380,589.08) (144,651.16) (525,240.24) - - .
0928000 Regulatory Expenses (Go) . . . 85.92 15.62 10154 . . - . . . . . .
0928006 State Reg Comm Proceeding 681,396.20 216,288.53 897,684.73 699,804.24 218,015.08 917,819.32 698,688.19 194,195.25 892,883.44 735,449.80 194,195.21 929,645.01 704,985.07 203,249.60 908,234.66
0929000 Duplicate Chres - Enrgy To Exp (57,551.37) (43,802.11) {101,353.48) (53,622.56) (28,189.76) (81,812.32) (50,944.43) (40,717.32) (91,661.75) (23,902.05) (52,074.76) (75,976.81) . - -
0929500 |Admin Exp Transf (456,878.51)|  (149,619.81) (606,498.32) (617,518.74) @a22157|  (859,790.31) (696,484.28)]  (225,771.01)]  (922,255.20) (606,622.97) (95,997.42) (702,620.39) (572,313.83) (8,885.24) (581,199.08)
0930150 Miscellaneous Advertising Exp 6,222.08 2,479.28 8,701.36 51.26 2829 79.55 7,475.89 3,138.15 10,614.04 88,133.52 31,855.92 119,989.44 122,331.33 38,686.58 161,017.90
0930200 Misc General Expenses (244,880.58) (98,039.94) (342,920.52) (189,578.37) 34,474.69 (155,103.68) (165,216,23) (47,990.53)]  (213,206.76) 140,772.10 72,313.39 213,085.49 530,205.89 577,485.68 1,107,691.57
0930210 Industry Association Dues 39,505.79 21,983.06 61,488.85 41,499.36 22,345.81 63,8457 40,461.82 21983.19 62,445.01 36,420.85 19,328.51 55,758.36 . - .
0930220 Exp of Servicing Securities 13,500.00 - 13,5000 11,500.00 . 11,500.00 23,500.00 - 23,500.00 23,500.00 . 23,500.00 41,500.00 - 41,500.00
0930230 Dues To Various Organizations 27,525.21 14,488.28 42,013.49 29,652.75 17,837.35 47,4900 17,831.52 10,237.24 28,068.76 38,886.70 23,307.08 62,193.78 29,150.41 15,209.81 44,360.22
0930240 Director's Expenses 0.25 137 162 017 111 128 0.08 8.15 8.23 002 13.10 13.12 24,480.00 8,400.00 32,880.00
0930250 Buy\Sell Transf Employee Homes 41,992.80 19,251.01 61,283.81 19,484.66 472332 24,207.98 23,389.28 5,923.75 2931303 8,146.34 1,172.04 9,318.38 2,038.36 555.06 2,593.43
0930600 Leased Circuit Charges - Other (0.01) @7y 3.72) 017 . 017 3700 - 37.09 6866 . 68.66 - . .
0930700 Research and Development 354593 128821 483024 597750 2,080.86 8,058.36 4,884.12 117601 6.020.13 1,347.31 22257 1,569.88 - - .
0930940 General Expenses 1,327.41 428.88 1,756.29 988.60 365.07 1,353.67 38 266.42 680.24 235.16 225.21 460.37 - - .
0931001 Rents - AandG 207,162.26 215,382.44 422,504.70 224,197.65 283,163.71 507,361.36 123,799.35 139,775.44 263,574.79 95,672.20 50,638.99 146,311.19 127,249.94 37,951.82 165,201,76
0931008 Aand G Rents IC 418,305.00 173,461.00 591,766.00 867,484.00 266,847.00 | 1,134,331.00 801,586.87 27750633 | 1,079133.20 841,599.94 27100072 | 1,12,600.65 854,270.09 289,225.49 1,143,495.58
0932000 Maintenance of General Plant - . - 693 4,698.45 4,705.38 . 2,085.42 2,085.42 . 4,137.80 4,137.80 . . -
0935100 Maint General Plant-Elec 42,767.09 7,777.95 50,545.04 16,127.58 - 16,127.58 17,931.96 . 17,931.96 12,521.99 2,905.67 15,427.66 795.46 99.45 894.91
0935200 Cust Infor and Computer Control (67.65) (280.76) (348.41) 107.38 966.61 1,073.99 13.58 377.89 39147 6371 1,540.53 1,604.24 - - -

25,661,191.06 | 11,091,557.23 36,782,748.20 |  24,134,606.08 |  10,058,585.72 | 34,493,191.79 |  23,337,13492 |  5,074096.43 | _33,311,23141 | 30,7/2,145.31 | _10,886,685.19 | _ 41,658,834.45 | 28,194,360.36 11,273,732.00 | 39,468,092.35

(1) Base Period represents December 2017 - May 2018 Actuals and June 2018 - November 2018 Budget.
{2) Forecasted Test Period represents 12 months ended March 2020



Duke Energy Kentucky

Case No. 2018-00261

Staff Second Set Data Requests
Date Received: October 10, 2018

STAFF-DR-02-005

REQUEST:
Refer to the Application, Volume 11.2, Tab 50; Duke Kentucky's responses to Staff's
First Request for Information, Item 65; and the Metzler Testimony beginning on page 31
regarding employee benefit plans.
a. Provide the jurisdictional employee medical insurance adjustment assuming
the following: Total Healthcare/Medical Cost for Each Level of Coverage =
Company Paid Portion of Premium + Employee Contribution to Premium,
assuming the employee would pay 21 percent of the total cost for single
coverage and 33 percent of the total cost for all other types of coverage,
compared to the amount of healthcare/medical insurance expense incurred in
the test year.
b. Provide the jurisdictional dental insurance adjustment in the test year,
assuming employees would pay 60 percent of the total cost of coverage.
Calculate the amounts as follows: Total Dental Cost for Each Level of
Coverage = Company Paid Portion of Premium + Employee Contribution to
Premium.
c. Provide a schedule that identifies the jurisdictional cost for providing long-

term disability insurance.



d. Provide a schedule that identifies the jurisdictional cost for providing group
life insurance coverage for coverage amounts over $50,000.

e. For employees that participate in a defined benefit plan, provide the total and
jurisdictional amounts of matching contributions made on behalf of
employees who also participate in any 401(k) retirement savings account.

f. Provide the information requested in Items a. through e. allocated from the
parent company or other affiliated companies.

RESPONSE:

Please see STAFF-DR-02-005 Attachment

PERSON RESPONSIBLE: Renee H. Metzler



STAFF-DR-02-005
ATTACHMENT
IS BEING FILED
ELECTRONICALLY AND
PROVIDED ON
CD



Question No. 5 - Second Request
Responding Witness: Renee H. Metzler

The below is an analysis of the Test Period numbers:

A Total Costs:
Single Coverage
Other Coverage
Total

Employee Cost:
Single Coverage
Other Coverage

Total

Emptoyer Cost:
Single Coverage
Other Coverage

Total

Total KY Cost (Previously submitted)

Change

KyPSC Case No. 2018011261
STAFF-DR-12-005 Attachment

Kentucky Allocated from Affiliates
148,227 64,428
673,331 250,705
822,558 355,133
31,338 21% 13,530 21%
222,199 33% 95,933 33%
253,537 108,462
117,850 50,898
451,131 194,772
569,021 245,670
685,569 295,989
116,548 50,319

Note: The calculations above only iook at the premium cost share. It does not reflect the out of pocket costs incurred by the empioyee {coinsurance, copays, deductibles}). For medical coverage, the empioyee pays on
average 17% of the premium and 34% of the total cost of coverage.

Total Costs:
Single Coverage
Other Coverage
Total

Empioyee Cost:
Singie Coverage
Other Coverage

Total

Employer Cost:
Single Coverage
Other Coverage

Total

Total KY Cost {Previously submitted}

Change

Kentucky

7,437
49,630
57,067

4,462 60%
29,778 60%
34,240

2,975
19,852
22,827
37,069

14,242

Allocated from Affiliates

3,429
22,879
26,308

2,057 60%
13,728 60%
15,785

1,371
9,152
10,523
17,089

6,566

Note: The calculations above only look at the premium cost share. it does not reftect the out of pocket costs incurred by the employee {coinsurance, copays, deductibles}. For dental coverage, the employee pays on
average 35% of the premium and 56% of the total cost of coverage.

C. For the Test period, the jurisdictional cost for providing long-term disability insurance insurance is expected to be the following:
Kentucky 14,709
Allocated from Affiliates 8,031
Total 22,739

D. For the Test period, the jurisdictional cost for providing ife insurance coverage over $50k is expected to be the following:
Kentucky 4,397
Aliocated from Affiliates 3,023
Total 7,420

E. For the Test period, the jurisdictional cost of company match for individuals with a DC and DB plan is expected to be the following:
Kentucky 340,385
Allocated from Affiliates 153,427
Total 493,813

F. See 'allocated from affiliates' portion of A-E above

Page lof 1



Duke Energy Kentucky

Case No. 2018-00261

Staff Second Set Data Requests
Date Received: October 10, 2018

STAFF-DR-02-006

REQUEST:
Refer to the Application, Volume 12.1, Section B, Schedule B-1.

a. Explain the reason(s) that Duke Kentucky is not requesting to include recovery of
construction work in progress (CWIP) in base rates per footnote (2) on Schedule B-
1.

b. Explain how Duke Kentucky obtains recovery on CWIP. Provide any authority for
the Company's method of recovery on CWIP.

c. Provide the thirteen-month average of CWIP for the base period and forecasted test
period and the amount of recovery Duke Kentucky is expected to receive on the
CWIP investment for each period.

RESPONSE:

a. Similar to its most recently approved electric rate case, Case No. 2017-00321, Duke
Energy Kentucky is not requesting to include recovery of CWIP in base rates
because of past Commission precedent that effectively eliminates recovery of a
return on CWIP. When CWIP is included in rate base, the Commission has, in past
cases, included an AFUDC offset to operating income, which was calculated by
multiplying the CWIP balance times the full weighted average cost of capital. The
inclusion of the AFUDC offset effectively eliminates any revenue requirement in

the test year related to CWIP.



b. See response to item a. The Company does not recover any return on CWIP in base

rates.
c. Please see STAFF-DR-01-017(d) Attachment for a revised Schedule B-4 which
provides CWIP as of November 30, 2018, for the base period and the thirteen-

month average as of March 31, 2020, for the forecasted period.

PERSON RESPONSIBLE: Sarah E. Lawler



Duke Energy Kentucky

Case No. 2018-00261

Staff Second Set Data Requests
Date Received: October 10, 2018

STAFF-DR-02-007

REQUEST:
Refer to the Application, Volume 12.1, Schedule K, page 4 of 5.
a. Provide Duke Kentucky's monthly return on equity (ROE) from January 2010
through to-date 2018.
b. Explain why Duke Kentucky forecasts its ROE to decline 31.0 percent, from
12.29 percent in the base period to 8.46 percent in the forecasted test period
ending March 31, 2020.
RESPONSE:
a. See STAFF-DR-02-07 Attachment 1 for the ROE’s for Duke Energy
Kentucky’s combined gas and electric company.
b. Duke Kentucky’s ROE in the base period and 2017 was unusually high due to
a one-time tax adjustment in December 2017, which was a benefit to net
income. The ROE for the forecasted test period is negatively impacted by
increasing depreciation expense and interest expense, as well as higher

average equity balance.

PERSON RESPONSIBLE: Michael Covington(a)
Robert H. “Beau” Pratt(b)



STAFF-DR-02-007
ATTACHMENT 1
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ELECTRONICALLY AND
PROVIDED ON
CD









Duke Energy Kentucky
ROE By Month
For 2010 through September 2018

0201000 - 0201000 - Common Stock Issued
F_COMMON_STOCK - Common Stock Issued (201}

0207001 - 0207001 - Premium on Common Stock
F_PREM_CAP_STOCK - Premium on Capital Stock (207)

0211003 - 0211003 - Misc Paid in Capital

0208000 - 0208000 - Donations From Stockholder

0208010 - 0208010 - Donat Recvd From Stkhld Tax

0211006 - 0211006 - Other Misc Paid in Cap
F_OTH_PAID_IN_CAP - Other Paid In Capital (208-211)

0216000 - 0216000 - Unapprop Retained Earnings

F_RE_CHANGE - Current Month Net Income

0438000 - 0438000 - Dividend Declared Common
F_RETAINED_EARNINGS - Retained Earnings (215, 215.1, 216}

0216100 - 0216100 - Unappr Undistr Subsid Earnings

May
2018
DE_KENTUCKY_CON.DE_ DE_KENTUCKY_CON.DE_
KENTUCKY - Duke Energy KENTUCKY - Duke Energy
Kentucky '

8,779,995.00
8,779,985.00
18,838,946.00
18,838,946.00
15,000,000.00
143,211,362.00
5,600,021.00
(156,194.00)
163,655,189.00
201,445,391.73
16,581,457.65

218,026,849.38
118,694,907.61

Jun -June
2018

Kentucky

8,779,995.00
8,779,995.00
18,838,946.00
18,838,946.00
50,000,000.00
143,211,362.00
5,600,021.00
(156,194.00)
198,655,189.00
201,445,391.73
23,278,701.97
224,725,093.71
118,694,907.61

Jul - July

2018
DE_KENTUCKY_CON.DE_
KENTUCKY - Duke Energy
Kentucky

8,779,995.00
8,779,995.00
18,838,946.00
18,838,946.00
50,000,000.00
143,211,362.00
5,600,021.00
(156,194.00)
198,655,189.00
201,445,391.73
28,386,819.69
229,832,211.42
118,694,907.61

Aug - August
2018

DE_KENTUCKY_CON.DE_
KENTUCKY - Duke Energy
Kentucky

8,779,995.00
8,779,995.00
18,838,946.00
18,838,946.00
50,000,000.00
143,211,362.00
5,600,021.00
(156,194.00)
198,655,189.00
201,445,391.73
35,613,786.43
237,058,178.16
118,694,907.61

Sep - September
2018

DE_KENTUCKY_CON.DE_
KENTUCKY - Duke Energy
Kentucky

8,779,995.00
8,779,995.00
18,838,946.00
18,838,946.00
50,000,000.00
143,211,362.00
5,600,021.00
{(156,194.00)
198,655,1859.00
201,445,391.73
41,881,615.30
243,327,007.03
118,694,907.61

0216150 - 0216150 - Equity IC AR Rollup

17,138,966.25

18,087,904.42

29,754,516.69

11,536,674.30

17,489,520.54

2161500 - 2161500 - IC AR Rollup

(17,138,966.25)

(18,087,904.42)

(29,754,516.69)

(11,536,674.30)

{(17,489,520.54)

F_UNAP_UNDIS_SUB - Unappropriated Undistributed Subsidiary Earnings {216.1)
F_PROP_CAP - Total Proprietary Capital

118,694,507.61
527,995,886.99

118,694,907.61
569,694,131.32

118,694,907.61
574,801,249.03

118,694,907.61
582,028,215.77

118,694,907.61
588,296,044.64

F_NET_INCOME - FERC Net Income

3,030,193.00

6,698,244.33

5,107,117.72

7,226,966.74

6,267,828.86

TTM INCOME

Average Equity {Beg +End)
Calculated ROE
Application ROE

*Note: Expand grouping to view ROE by Month

60,378,387.21
480,306,693.38
12.31%

64,531,841.18
512,428,210.72
12.59%

66,326,622.63
516,637,937.72
12.84%

68,455,108.28
522,800,661.63
13.09%

74,184,494.52
526,203,797.38
14.10%

KyPSC Case No. 2018-00261
STAFF-DR-02-007a Attachment 1
Page3 of 3



Duke Energy Kentucky

Case No. 2018-00261

Staff Second Set Data Requests
Date Received: October 10, 2018

STAFF-DR-02-008

REQUEST:

Refer to the Application, Volume 12.1, Schedule L-2.2, page 61 of 71. Explain what an
estimated monthly net charge-offs is and how it is calculated.

RESPONSE:

The estimated monthly charge-offs appear on the monthly Gas Cost Adjustment (GCA)
filings as an approximation of the gas commodity portion of customers’ bills deemed
uncollectible in that month. In the quarterly GCA filings, this estimated amount is trued
up with what the actual recorded net-charge offs were for the months covered by the
filing.

The estimated monthly net charge-off amount is calculated by determining the
Annualized Uncollectible Expense which is composed of three parts: charge off
expenses, collection costs, and late payment charges. This Annualized Uncollectible
Expense is then split into two portions, one that applies to base revenue and another
portion for fuel revenue. The fuel portion of the Annualized Uncollectible Expense is
then divided by twelve months and this amount is used as the estimated monthly net

charge-off for monthly GCA filings.

PERSON RESPONSIBLE: William D. Wathen, Jr.



Duke Energy Kentucky

Case No. 2018-00261

Staff Second Set Data Requests
Date Received: October 10, 2018

STAFF-DR-02-009

REQUEST:

Refer to the Application, Volume 12.2, Section D Workpapers.

a.

Refer to WPD-2.1a. Explain the debit balance in Other Revenue for the base
period.

Refer to WPD-2.2a. Explain the decrease in the liquefied petroleum gas cost
and purchased gas cost from the base period to the forecasted test period.
Refer to WPD-2.3a. Explain the increase in the other production expense from
the base period to the forecasted test period.

Refer to WPD-2.4a. Explain the decrease in the other gas supply expenses
from the base period to the forecasted test year.

Refer to WPD-2.6a. Explain the increase in distribution expense from the base
period to the forecasted test period and provide a comparison of the expense
by FERG account name and number.

Refer to WPD-2.10a. Explain the decrease in A&G expense from the base
period to the forecasted period.

Refer to WPD-2.11a. Explain the decrease in other operating expense from

the base period to the forecasted test period.



RESPONSE:

a. The debit balance is a result of a Provision for Rate Refunds being included in
the other revenue line. The $2,575,187 consists of lines 3,4, 13, 14, 15 and 16
from Schedule C-2.1, page 2 of 16. Account 496020 “Provision for Rate
Refunds” includes the rate refunds. Please see response to AG-DR-01-092 for
a discussion of these deferrals.

b. The decrease in the liquefied petroleum gas cost and purchased gas cost from
the base period to the forecasted test period is due to colder than normal
weather in the actual portion of the base period and lower projected gas cost
per MCF in the forecasted period.

c. Please see revised Schedule C-2 included with this response as STAFF-DR-
02-009 Attachment 1 which shows an insignificant change in this expense
from base period to forecasted period. The original Schedule C-2 had certain
expenses included on the wrong line-items. This affected the highlighted
numbers in Lines 10, 11, 12 and 16. No change to total expense.

d. Please see revised Schedule C-2 included in STAFF-DR-02-009 Attachment 1
which shows a much smaller change in this expense from base period to
forecasted period than previously shown. The decrease in this expense is
related to higher sales volumes driven by weather in the base period.

e. The increase is due to higher costs related to the operation and maintenance of
Mains and Meters and House Regulators. See STAFF-DR-02-009 Attachment

2 for a comparison by FERC account.



f. The decrease is primarily due to a forecasted decrease in expenses related to
Outside Services.

g. The change in Other Operating Expense is due to the elimination of DSM
amortization in the forecasted period.

PERSON RESPONSIBLE: Sarah E. Lawler — a. (and revised Schedule C-2)
Robert H. “Beau” Pratt — b. through g.



STAFF-DR-02-009
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Duke Energy Kentucky

Case No. 2018-00261

Staff Second Set Data Requests
Date Received: October 10, 2018

STAFF-DR-02-010

REQUEST:

Refer to the Direct Testimony of Amy B. Spiller (Spiller Testimony), page 5, regarding
Duke Kentucky's corporate and business structure. Identify and explain any cost savings
related to the three mergers and acquisitions mentioned in the discussion and how such
cost savings are reflected in the base-period and forecasted test-period financial
statements.

RESPONSE:

The Company does not separately track merger savings. However, since 2006, Duke
Energy Kentucky’s non-fuel O&M has remained relatively flat and significantly below
the level of inflation. See the chart below based on information provided in the FERC

Form 2 Annual Report and Annual Reports filed with the Commission.






Duke Energy Kentucky

Case No. 2018-00261

Staff Second Set Data Requests
Date Received: October 10, 2018

STAFF-DR-02-011

REQUEST:

Refer to the Spiller Testimony, beginning on page 7, regarding economic development
activities. Identify any current or new economic development projects in Duke
Kentucky's service territory and their estimated impact on revenues and volumetric sales
by year. This an ongoing request throughout this proceeding.

RESPONSE:

Currently, there are no known specific economic development projects in Duke Energy
Kentucky’s service territory for gas which impact the test year. Duke Energy Kentucky

will update the request throughout this proceeding.

PERSON RESPONSIBLE: Chuck Session



Duke Energy Kentucky

Case No. 2018-00261

Staff Second Set Data Requests
Date Received: October 10,2018

STAFF-DR-02-012

REQUEST:
Refer to the Spiller Testimony, page 9, lines 5-21. Provide a description of the economic
development that each organization promotes.
RESPONSE:
Catalytic Funding Corp. of Northern Kentucky
e The Catalytic Fund) is a private sector, not for profit organization providing
financing assistance and related services for developers of quality residential and
commercial real estate projects in Northern Kentucky’s urban cities of Ludlow,
Covington, Newport, Bellevue, and Dayton (Target Area Cities).
GROW NKY
e A comprehensive, holistic workforce development/talent strategy initiative led by
the Northern Kentucky Chamber of Commerce in conjunction with key workforce
partners who are committed to driving outcomes for talent pipeline
management for both supply and demand needs. The work is geared toward the
high-demand sectors in NKY: Advanced Manufacturing, I'T, Advanced Logistics,
Health Sciences, Financial Services and Construction.
Northern Kentucky Tri-ED
e The Northern Kentucky Tri-County Economic Development Corporation (Tri-

ED) blends public and private funds to enhance the business climate in and foster



regional cooperation among Boone, Campbell and Kenton counties. Tri-ED
markets and promotes Northern Kentucky on a national and international basis as
a desirable location for new or expanding businesses, and we assist existing local
companies to expand operations and grow their customer base.
Northern Kentucky Chamber of Commerce
e Their mission is to promote and support the development of strong businesses and
a vibrant economy in the Northern Kentucky region, through leadership and
advocacy, resulting in a better quality of life for all. Their Vision is to be the
premier membership organization driving Northern Kentucky’s pursuit to be a
world-class region in which to start, develop and grow thriving businesses.
Kentucky Chamber of Commerce
e The Kentucky Chamber of Commerce is the only business association in the state
advocating for companies of all sizes and industries across the Commonwealth.
Kentucky Association of Economic Development
e The Association is incorporated and consists of more than 600 members that
represent 355 unique companies. KAED’s membership represents diverse
professionals across the state who share a common interest in building and
growing Kentucky. KAED continues to work with the Cabinet for Economic
Development and other state organizations that support economic development.
NKY Regional Alliance
e The Northern Kentucky Regional Alliance, an organization comprised of regional

leaders committed to uniting and mobilizing leadership around initiatives that



produce tangible results for Northern Kentucky. The projects are reflective of but
not limited to health, education, job growth and community vibrancy.
Horizon Community Funds of Northern Kentucky
e The Horizon Community Funds of Northern Kentucky is the community-wide
foundation that provides a way to pool resources, large and small, in order to give
back, to make a lasting difference, and to improve life for generations.
REDI
e REDI Cincinnati is the first point of contact for companies seeking to locate, grow
and or relocate to the three-state Greater Cincinnati region which includes
Northern Kentucky.
Cintrifuse
e Cintrifuse is an innovation community designed to launch Cincinnati startups by
connecting our active network of talen;[ to funding, resources & co-working space.
Cincinnati USA Regional Chamber of Commerce
e This chamber works to grow the vibrancy and economic prosperity of the Greater
Cincinnati and Northern Kentucky Region. They work collaboratively with the
NKY Chamber and others for the greater economic development good of the
region.
Cincinnati Business Committee, Economic Development
e Membership organization focusing on issues involving economic development,
education, and government affairs that impact the region including Northern

Kentucky.



Cincinnati Center City Development Corporation
o Its mission and strategic focus is to strengthen the core assets of downtown by
revitalizing and connecting the Central Business District and Over-the-Rhine
(OTR).
Greater Cincinnati Chinese Chamber of Commerce
o Create and stimulate opportunities, provide benefits and foster cooperation among
the business community with to China for the greater economic development

benefit of the region.

PERSON RESPONSIBLE: Chuck Session



REQUEST:

Duke Energy Kentucky

Case No. 2018-00261

Staff Second Set Data Requests
Date Received: October 10, 2018

STAFF-DR-02-013

Refer to the Spiller Testimony, page 11, lines 3-8. Provide a description of each program

that Duke Kentucky designed to allow customers to manage their bills.

RESPONSE:

manage summer cooling and winter
heating bills. Customer knows exactly what
they will be paying each month; there are
no surprises. The Budget Billing Program
is available to Residential customers.

Customer controls monthly usage by
paying a set amount regardless of actual
usage.

Kentucky Medical Certificates

In lieu of payment, a customer has the
option to use a Med Cert to extend
disconnection for 30 days. Does not
restore service.

Agreements One (1) - 3 month agreement
s 15t installment customer pays 1/3 of total
bill
e Next 2 months customer pays agreement
instaliment + current charges
e Must give a customer a “reasonable”
amount of time on the agreement.
Pledges Agencies that are authorized to make

pledges to customers’ accounts, which will
be treated as immediate payments.

Certificate of Financial Need

The Certificate of Financial Need (CFN) is
a document that Kentucky customers
receive from the Community Action
Commission (CAC) certifying that the
customer is low income.




Online Services

Bill Analysis Tool-Customers are able to
compare and analyze their billing
information for 24 months of history.

Home Energy Profile

Customer is able to complete a short
survey and receive results based on their
answers regarding their lifestyle, home,
and appliances

View current bill amount
Access to your account 24 hours a day

Power Manager Program

Service that cycles a customer’'s A/C unit
off and on during the summer.

Provides the customer with a credit for the
different cycle events

High Bill Alerts

Proactively notify customers via email
when their forecasted electricity
consumption cost for their next bill is 30%
and $30 higher than their previous month’s
bill.

Pick Your Due Date

Residential customers with AMI (MDM
Managed only) meters are eligible for the
Pick Your Due Date (PYDD) program.
Customer's billing cycle can be changed to
fall in line with the due date

PERSON RESPONSIBLE:

Amy B.

Spiller




REQUEST:

Duke Energy Kentucky

Case No. 2018-00261

Staff Second Set Data Requests
Date Received: October 10, 2018

STAFF-DR-02-014

Refer to the Spiller Testimony, page 11, lines 9-14.

a. Provide a description of each bill payment option.

b. State whether a fee is assessed to the customer to utilize each bill payment

option, and if so, provide the fee amount.

RESPONSE:

_Payment Optio
Automatic Draft

Free program
Your bill is automatically paid each month (bank draft)
Still receive a paper bill

Online Services

Offered on Duke Energy’s Website
Free service that allows you to view your current charges
among many other functions

Email Bill Delivery (when
applicable)

Allows you to pay your monthly bill without registering a
profile

No more paper bills when customer enrolls after 3-month
trial period.

IVR

Customers can perform many functions through the IVR
without speaking to a rep, such as reporting an outage,
checking their balance, and confirming if an order has
been completed

SpeedPay

Payment service that charges $1.50 to make a payment
towards their residential account over the phone by check
or credit card

Posts to the account immediately




Pay Agents

Locations that accept cash, check, or money order
payments towards a Duke Energy bill

There are preferred and non-preferred locations
Non-preferred pay agents may take up to 3-5 business
days to post and may assess a fee.

Payments made at preferred locations are free and will
post immediately

Paperless Billing

Free

Ability to view your energy bill online each month
Automatically transfers to the new account when the
customer movers or starts service at another location
Payments can be scheduled to post immediately or for a
future date

Payments can be made from either the customer's
personal checking or savings account

PERSON RESPONSIBLE:

Amy B. Spiller




Duke Energy Kentucky

Case No. 2018-00261

Staff Second Set Data Requests
Date Received: October 10,2018

STAFF-DR-02-015

REQUEST:

Refer to the Spiller Testimony, page 11, line 6. State whether the Adjusted Due Date
Program is the same as the Pick Your Own Due Date Program in Duke Kentucky's
Electric Tariff.

RESPONSE:

The Adjusted Due Date Program is a separate and distinct program from the Pick Your
Own Due Date Program. Pick Your Due Date, which is available to Duke Energy
Kentucky electric customers and combined electric and gas customers who have a
certified smart meter, allows a customer to pick a specific day of the month that the bill
will be due. Adjusted Due Date, which is available to Duke Energy Kentucky gas
customers and electric customers who have an analog meter, allows a customer to adjust

the due date of the energy bill five-to-ten days forward from the original due date.

PERSON RESPONSIBLE: Amy Spiller



Duke Energy Kentucky

Case No. 2018-00261

Staff Second Set Data Requests
Date Received: October 10,2018

STAFF-DR-02-016

REQUEST:

Refer to the Spiller Testimony, page 16, lines 11-15 and the Hebbeler Testimony, page
26, lines 4-17. In Case No. 2016-00152,® Duke Kentucky stated that pursuant to a cost-
benefit analysis, the Advanced Metering Infrastructure Project (AMI Project) would
result in a net benefit of $7,418,653, on a net present value basis over a 17-year period.
Explain in detail whether the monetary benefits from the AMI Project have been included
in the present rate case.

RESPONSE:

Yes, monetary benefits from the AMI Project are included in the present rate case, as
stated in the testimony of William Don Wathen Jr., page 7. As shown on Schedule C-2.1
for the forecasted test period, the Company’s projected costs for meter reading, Account
902, is $15,923. As shown in the chart below, the average actual expense for Account
902 from 2010 through 2017 has been $808,054. Therefore, the Company’s forecasted
test year reflects approximately $792,131 in savings just for meter reading in the test

year.

3 Case No. 2016-00152, Application of Duke Energy Kentucky, Inc. for (1) A Certificate of Public
Convenience and Necessity Authorizing the Construction of an Advanced Metering Infrastructure; (2)
Request for Accounting Treatment,; and (3) All Other Necessary Waivers, Approvals, and Relief (Ky. PSC
May 25, 2017).



Actual Account
Year 902 Exp (a)
2010 $988,901
2011 967,928
2012 955,148
2013 906,305
2014 629,704
2015 930,040
2016 618,439
2017 467,970
Avg 2010-2017 $808,054
Amount in TY $15,923
Savings in Acct 902 $792,131
(@) Source: FERC Form 2 Annual Report

PERSON RESPONSIBLE: William Don Wathen Jr.,




Duke Energy Kentucky

Case No. 2018-00261

Staff Second Set Data Requests
Date Received: October 10, 2018

STAFF-DR-02-017

REQUEST:
Refer to the Spiller Testimony, page 17, lines 7-16. Provide a detailed description of
Duke Kentucky's new, state-of-the-art Customer Information System (CIS), including the
estimated cost and implementation date.
RESPONSE:

Duke Energy is upgrading the existing multiple customer information systems
(CIS) upon which its regulated utilities have relied upon to interact with its customers
(known as the Customer Connect Program). This investment (approximately $18-20
million assigned to Duke Energy Kentucky, with approximately $7-9 million specifically
allocated to gas) will yield a single platform across Duke Energy’s entire regulated
footprint, including Duke Energy Kentucky. The current CIS used by Duke Energy
Kentucky was developed beginning in 1987 and implemented in 1993. This legacy
system is nearing end of life and not capable of meeting the customer’s evolving needs at
their desired pace. Rather, the system must be replaced to provide a more stable
platform, greater flexibility, ease of configuration and ability to offer more advanced
rates and billing structures, as well as services to customers, than what is currently
possible.

Through the consolidation of the older CISs into a new, modern customer service

platform, Duke Energy Kentucky will be able to deliver a customer experience that will



simplify, strengthen and advance its ability to serve customers. Key benefits of the

Customer Connect Program and associated customer experience implications include the

following:

Modern, Configurable Billing Engine — With the Company’s existing CIS,
many new rates are not practical or are very time consuming to implement due
to the antiquated architecture of the system and the complexity of coding and
testing the rates. In contrast, the modern CIS will be configurable and much
simpler to implement, improving the Company’s responsiveness to regulatory
or market changes. Also, many modern rate structures (e.g., net metering,
time-of-use, etc.) are pre-built into the system because of the software’s
experience being leveraged in European and other markets that are far more
advanced.

Customer-Centric Data Model — The Company’s current CIS was designed as
a premise-based system. That is, it was developed to communicate with the
meter attached to a premise, without regard to who may be consuming the
services provided through the meter or how they may be consuming those
services. Customer Connect will have a customer-centric data model to
enable a “one customer” view across Duke Energy, enabling the Company to
know the customer better and provide a more streamlined, personalized
experience.

Holistic Customer Profile — In current state, systems merely store basic
customer information — name, phone, address, premise and historical usage,

billing and payment information — preventing the Company from knowing its



customers beyond those basic attributes. Customer Connect will store all that
same information and more. The new platform will gather all relevant
touchpoints that customers are having with Duke Energy in real time — web
visits, phone calls, power outages, outbound communications, product and
service participation, etc. — to build out a holistic view of customers that can
be leveraged to better serve them and personalize their experiences.

Integrated Analytics — This customer profile data is then leveraged by the
integrated analytics capabilities of the new platform to personalize
experiences and better serve customers through every channel. For example,
the new platform will predict the intent of customers when the call Duke
Energy, thereby improving their experience in the Interactive Voice Response
Unit (IVR) and routing them to the customer care representative best suited to
meet their needs. This same capability can be leveraged to prioritize what
information is conveyed to the customer and in the medium preferred by the
customer, whether it is via web, email or other channels, to ensure it is timely,
relevant and valuable to them. These are just two examples of the multiple
opportunities to leverage real-time analytics to improve customers’ everyday
experience with Duke Energy.

Multi-Company — In current state, customers exist as separate entities across
jurisdictions. When a customer moves from one jurisdiction to another all
information about that customer is lost — account numbers, communication
preferences, payment and credit history, product and service participation, etc.

Customers do not understand why this happens and are frustrated by the



experience. In the future, these types of account attributes will remain at the
customer level throughout their experience with Duke Energy as they move
between locations and jurisdictions.

Full deployment of the Customer Connect Program for Duke Energy Kentucky is

currently planned for 2022.

PERSON RESPONSIBLE: Retha Hunsicker



Duke Energy Kentucky

Case No. 2018-00261

Staff Second Set Data Requests
Date Received: October 10, 2018

STAFF-DR-02-018

REQUEST:

Refer to the Spiller Testimony, page 18, lines 7-14. Explain in detail why the impact of
the Tax Act and Jobs Creation Act of 2017 (TCJA)* would only reduce the Company's
revenue requirement "for the foreseeable future."

RESPONSE:

In Case No. 2018-00036, Company witness Stephen G. De May provided direct
testimony, filed on January 26, 2018, discussing the long-term implications of the TCJA.
As Mr. De May discussed in his testimony, the TCJA will result in higher rate base for
utilities than would have been the case without the TCJA. Primarily owing to the
elimination of bonus depreciation and the lower income tax rate, utilities will receive
significantly less tax benefits from any expense (primarily accelerated depreciation) that
is allowed for calculated current tax expense but collected in rates over time. This
reduction in the amount of deferred taxes means that there will be less accumulated
deferred income taxes to offset shareholders’ investment in the utility’s rate base.
Ultimately, the cumulative impact of higher rate base may offset and exceed the benefit

of the lower income taxes resulting from the TCJA.

PERSON RESPONSIBLE: William Don Wathen Jr.

4H.R. 1, Public Law 115-97, 131 Stat. 2054 (Dec. 22, 2017).



Duke Energy Kentucky

Case No. 2018-00261

Staff Second Set Data Requests
Date Received: October 10, 2018

STAFF-DR-02-019

REQUEST:

Refer to the Spiller Testimony, page 21, lines 19-21. Provide a list of other Duke Energy
jurisdictions that utilize a return-on-rate-base approach, as opposed to capitalization.
RESPONSE:

All of Duke Energy’s retail regulators (Florida, Indiana, Kentucky, North Carolina, Ohio,
South Carolina, and Tennessee) and the Federal Energy Regulatory Commission utilize a
return-on-rate-base approach to calculating utility revenue requirements. The Kentucky

Public Service Commission also allows other approaches, including capitalization.

PERSON RESPONSIBLE: William Don Wathen Jr.



Duke Energy Kentucky

Case No. 2018-00261

Staff Second Set Data Requests
Date Received: October 10, 2018

STAFF-DR-02-020

REQUEST:

Refer to the Direct Testimony of Tyler A. Barbare (Barbare Testimony), page 3, line 9, in
which Duke Kentucky requests a waiver pursuant to KRS 278.210 and 807 KAR 5:022,
Section 8(5). Provide the correct regulation that Duke Kentucky intended to request a
waiver pursuant to because 807 KAR 5:022, Section 8(5), no longer exists.

RESPONSE:

Duke Energy Kentucky is requesting a waiver to 807 KAR 5:022, Section 3(4)(a).

PERSON RESPONSIBLE: Tyler Barbare



Duke Energy Kentucky

Case No. 2018-00261

Staff Second Set Data Requests
Date Received: October 10, 2018

STAFF-DR-02-021

REQUEST:

Refer to the Barbare Testimony, page 3, lines 19-20. Duke Kentucky states that it follows
807 KAR 5:022, Section 8(5), testing protocols. Provide the correct regulation that Duke
Kentucky follows for testing protocols because 807 KAR 5:022, Section 8(5), no longer
exists.

RESPONSE:

Duke Energy Kentucky is requesting a waiver to 807 KAR 5:022, Section 3(4)(a).

PERSON RESPONSIBLE: Tyler Barbare.



Duke Energy Kentucky

Case No. 2018-00261

Staff Second Set Data Requests
Date Received: October 10, 2018

STAFF-DR-02-022

REQUEST:
Refer to the Barbare Testimony, beginning at page 3, regarding Duke Kentucky's request
to change from a 10-year to a 15-year testing cycle.
a. Provide the expected cost savings due to changing from a 10-year to a 15-year
testing cycle.
b. Identify and explain how any cost savings from the proposed change are
reflected in the base period and forecasted test-period financial statements.
RESPONSE:

a. The Company estimates the potential savings as follows:

An average of 10,000 meters are changed out per year, as part of the 10 year
periodic testing program. The average estimated cost per change out is $102/
meter.

Meter Costs in a 10 Year Periodic Program:

10,000 x $102 average cost/meter = $1,020,000

Meter Costs in a 15 Year Periodic Program:

6,667 x $102 average cost/meter = $680,000
(($1,020,000-$680,000)/$1,020,000) x 100 = 33.33%.
Therefore, the Company estimates an approximate 33% cost savings.

b. The changes were not in effect during the base period as the PSC had not

approved the waiver during the base period. Therefore, there are no savings to



reflect in the base period. The Company agrees that the saving 33% (or
$340,000) should be included in the test year revenue requirement if the
Commission approves the change in the change-out cycle.

PERSON RESPONSIBLE: Tyler Barbare.



Duke Energy Kentucky

Case No. 2018-00261

Staff Second Set Data Requests
Date Received: October 10, 2018

STAFF-DR-02-023

REQUEST:

Refer to the Barbare Testimony, page 9, lines 9-16. Explain how Duke Kentucky will be
alerted of a meter failure if it occurs before the proposed 15-year meter-testing intervals.
RESPONSE:

In terms of meter accuracy, Duke Energy Kentucky will be alerted to a possible meter
failure any time the usage is significantly higher or lower than historical average. That
alert for potential meter failures in terms of accuracy applies the same way regardless of

whether the Company uses a 10-year or 15-year testing interval.

PERSON RESPONSIBLE: Tyler A. Barbare



Duke Energy Kentucky

Case No. 2018-00261

Staff Second Set Data Requests
Date Received: October 10,2018

STAFF-DR-02-024

REQUEST:
Refer to the Barbare Testimony, page 10, lines 7-23, and Attachment TB-1.

a. Duke Kentucky is requesting to amend the natural gas meter testing for
positive-displacement meters with rated capacity up to and including 500
cubic feet per hour from a 10-year testing parameter to a 15-year testing
parameter in order to align the testing timeline with the useful/depreciable life
of the natural gas advanced metering infrastructure/automated meter reading
modules as approved in Case No. 2016-00152. Explain whether Duke
Kentucky has requested to amend the electric meter testing schedule, and if so
provide the case number. If not, explain why not.

b. Duke Kentucky states that the results of the study were filtered to only include
the type of natural gas meters that are currently being installed. Provide the
exact type of natural gas meter that Duke Kentucky is referring to in this
statement.

c. Duke Kentucky asserts that, after it filtered the results of the study to include
only the type of natural gas meters that are currently being installed, it left a
total sample size of 73,215. Duke Kentucky further filtered the meters to a
smaller sample and stated that out of the 10,623 meters that went more than

ten years between accuracy testing, approximately 96 percent of the meters



tested were determined accurate. Provide the percentage of accuracy for the

73,215 sample meters that only filtered out the obsolete meters.

. Duke Kentucky states that the results were further filtered to remove the

meters that were not functional upon testing. Explain how Duke Kentucky's

results were not skewed by removing the non-functioning meters from the test
sample of meters.

Duke Kentucky asserts that the study results were filtered to only include the

meters that had ten or more years between accuracy testing.

(1) Provide the average number of years that the 10,623 sample meters had
gone between accuracy testing.

(2) Further explain how Duke Kentucky did not violate 807 KAR
5:022(4)(1) by having meters in Kentucky that had not been tested for
ten years or more.

If all age classes of Duke Kentucky meters were examined, this would have

resulted in 0.62 percent failure slow and 3.80 percent failure fast. Explain in

full detail why Duke Kentucky did not examine all age classes of meters
registering above the 2.00 percent fast or slow.

Confirm that Duke Kentucky made adjustments to customer's bills that tested

greater than 2 percent fast or slow as pursuant to 807 KAR 5:006, Section 11.

If this cannot be confirmed, provide an explanation of what Duke Kentucky

did in lieu of making the bill adjustments.

. Refer to Attachment TB-1, page 2 of 3, and explain why the "Slow 1.6 to 2"

column is populated with all zeroes.



i. Refer to Attachment TB-1, pages 1-3, and reconcile this data with the Barbare

Testimony, page 11, and lines 1-11.
RESPONSE:

a. Duke Energy Kentucky’s electric meter testing schedule was approved by the
Commission in Case No. 2005-00276. That case requires electric meter testing
on either a sample or periodic basis. Most of Duke Energy Kentucky’s electric
meters are part of sample test groups rather than testing every meter on a
periodic basis.

b. Duke Energy Kentucky currently installs temperature-compensated diaphragm
meters, without an AMR/AMI, those with AMR, and those with AML.

c. 67951/73215 =92.8% of the meters were accurate.

d. The percentage of non-functioning meters upon testing is small: 3.5% of the
73,215 sample, and 4.3% of the 10,623 meters that went more than ten years
between accuracy testing.

e. (1) The Attachment TB-1 to Mr. Barbare’s direct testimony shows that the
significant quantity of 10,623 meters were tested within the 10-15 year
timeframe.

(2) Duke Energy Kentucky makes every attempt to test gas meters per regulation.
In the rare instances that gas meters are tested beyond the ten-year cycle, is
due to inaccessibility.

f. Duke Energy Kentucky examined the body of meters that were deemed

accurate, per regulation.



g. Duke Energy Kentucky conducts regular review of gas meters that test outside
of the threshold for accuracy and confirms that proper adjustments were made
to customer accounts.

h. Duke Energy Kentucky’s analysis reflects the meter test results displayed in
the Attachment TB-1.

i. Mr. Barbare’s Testimony supports the data displayed in Attachment TB-1,
which illustrates that meters tested 10+ years between accuracy testing does

not show significantly degraded meter accuracy.

PERSON RESPONSIBLE: Tyler Barbare



Duke Energy Kentucky

Case No. 2018-00261

Staff Second Set Data Requests
Date Received: October 10,2018

STAFF-DR-02-025

REQUEST:
Refer to the Hebbeler Testimony, pages 16-18 and 26, regarding Duke Kentucky's major
distribution integrity, safety, and re liability initiatives for its gas operations.

a. Identify and explain any cost savings resulting from the accelerated main
replacement program and how such cost savings are reflected in the base-period and
forecasted-test-period financial statements.

b. Identify and explain any cost savings resulting from the accelerated riser
replacement program and how such cost savings are reflected in the base-period and
forecasted-test-period financial statements.

c. Identify and explain any cost savings resulting from the accelerated service
replacement program (ASRP) and how such cost savings are reflected in the base-
period and forecasted-test-period financial statements.

d. Identify and explain any cost savings resulting from the Pipeline Integrity
Management Program (IMP) and how such cost savings are reflected in the base-
period and forecasted-test-period financial statements.

e. Identify and explain any cost savings resulting from the advanced natural-gas
metering infrastructure program and how such cost savings are reflected in the

base-period and forecasted-test period financial statements.



RESPONSE:

c.

The accumulative O&M cost savings resulting from a successful implementation of
the accelerated main replacement program were reflected in the last rate case. The
benefits of this cost savings continue to be realized by having no leak repairs
associated with cast iron or bare steel mains.

The primary benefit from the accelerated riser replacement program was to reduce
risk with certain types of risers. The riser program was a capital expenditure.
Therefore, there was minimal O&M cost savings associated with the accelerated
riser replacement program.

There was $30,000 identified in Leak Repair that was previously incurred, but not
ongoing, that was removed in the budget for future years.

The primary benefit from the IMPs is to reduce pipeline safety risk associated with
leaking assets and through the installation of excess flow valves in replaced services
(where technically feasible) to mitigate the risk due to third party damages. Any
reduction in costs of leak response due to the IMP activity would be reflected in the
actual O&M costs in the future and therefore would be accounted for in that
manner. Other factors (e.g., responses excavation damages from third parties) may
offset any potential future savings.

See response to Staff-DR-02-016.

PERSON RESPONSIBLE: Gary J. Hebbeler



Duke Energy Kentucky

Case No. 2018-00261

Staff Second Set Data Requests
Date Received: October 10, 2018

STAFF-DR-02-026

REQUEST:
Refer to the Hebbeler Testimony, page 28, regarding government-mandated projects.

a. State whether Duke Kentucky's revenue requirement included a gross-up for
income taxes related to government-mandated projects.

b. If the response to Item a. above is affirmative, provide the reduction in Duke
Kentucky's revenue requirement due to the gross-up for income tax for government-
mandated projects.

RESPONSE:

a. Government mandated projects paid for by the company and included in the
revenue requirement are not grossed up for income taxes. Government mandated
projects paid for by customers are not included in the revenue requirement. The
contribution in aid of construction (CIAC) provided to the Company by customers
for these projects is not grossed up for income taxes either.

b. Not applicable.

PERSON RESPONSIBLE: Sarah E. Lawler



Duke Energy Kentucky

Case No. 2018-00261

Staff Second Set Data Requests
Date Received: October 10, 2018

STAFF-DR-02-027

REQUEST:
Refer to the Direct Testimony of Sarah Lawler (Lawler Testimony), page 9, regarding
Schedule D-2.16, and Schedule F-6, rate case expense.

a. Explain the basis for the large increase in Duke Kentucky's rate case expense from
$156,524 in its prior base rate case for gas operations to the estimated $575,000 rate
case expense for the current rate case.

b. Explain why Duke Kentucky is requesting to amortize these costs over five years
rather than the three-year amortization period utilized in its prior base rate case for
gas operations.

RESPONSE:

a. The Company provided a summary of rate cases expense in Schedule F-6. Note that
the estimated rate case expense in 2009 and current assume a fully litigated case.
Actual rate case expense for 2009 was significantly less than originally assumed

because the case was unanimously settled.



Estimate for Estimated
Current for 2009 as
Case Actual 2009 filed Explanation
Legal 266,000 7,324 15,000 | No outside counsel used in prior case
Depreciation Study 75,000 35,146 50,000 | Increase in charges from consultant
Demolition Study 9,500 - - | No study required in prior case
Consultants - 19,442 25,000 | No other consultants planned for current
case
Rate of Return Studies 80,000 54,717 60,000 | Increase in charges from consultant
Cost of Service Studies - - -
Publish Legal Notice 100,000 22,315 80,000 | Higher publishing cost
Transportation, Lodging, 35,000 - 20,000 | Settlement meant no lodging required
Meals
Miscellaneous 10,000 17,580 10,000
Total 575,500 156,524 260,000

b. The Company proposed an amortization period of five years to be consistent with

the amortization period proposed by the Company and approved by the

Commission for its electric operations in Case No. 2017-00321.

PERSON RESPONSIBLE:

Sarah E. Lawler







c. The five-year amortization period was chosen because it represents a reasonable
expected period between rate cases. It is also consistent with the amortization
period of several of the Company’s regulatory assets approved by the
Commission in the Company’s most recent electric base rate case No. 2017-
00321.

PERSON RESPONSIBLE: Sarah E. Lawler



Duke Energy Kentucky

Case No. 2018-00261

Staff Second Set Data Requests
Date Received: October 10, 2018

STAFF-DR-02-029

REQUEST:

Refer to the Lawler Testimony, page 10, Schedule D-2.19, regarding the elimination of
revenues and expenses applicable to gas operations associated with propane storage
cavern and related mixing facilities, odorization stations, and various feeder lines.

a. Identify and provide the location of the propane storage cavern.

b. Explain how the revenues and expenses related to the propane storage
caverns and other facilities are allocated between Duke Kentucky
customers and other Duke Energy customers.

RESPONSE:
a. The propane storage cavern is in Kenton County near the street address of
3020 Amsterdam Road, Villa Hills, KY 41017.
b. Revenues and expenses related to the propane storage caverns and other
facilities were allocated between Duke Energy Kentucky and other Duke
Energy customers based on the specific revenue and expense type. A single
allocation factor was not used to determine each amount as it appeared in the
Testimony regarding Schedule D-2.19. See below for details of the allocation
factors used.
i.  Revenue is determined by what is earned and recorded in Account

488100 — Misc. Service Revenues. Monthly revenue is recorded from



il.

iii.

Duke Energy Ohio to cover the portion of the expenses of the propane
storage caverns and other facilities attributable to Duke Energy Ohio
customers. See WPD2.19a.

O&M expenses for production are related to activities of the propane
storage cavern, related mixing facilities, and odorization stations.
Since O&M expenses for production are composed of both fixed and
variable costs a hybrid allocation factor was used. Costs are initially
allocated between Duke Energy Kentucky and Duke Energy Ohio
based on a fixed cost agreement and then trued up based on actual gas
usage. The true-up looks at average gas usage over the last five years.
See WPD-2.19¢ for development of this allocation factor. See WPD-
2.19c where the allocation factor is applied to determine expenses
attributable to other than Duke Kentucky customers.

O&M expenses for distribution are related to the various feeder lines
that are also used by other Duke Energy customers. Two allocation
factors were used in determining this expense. First, the total expenses
in accounts 874000 — Mains and Services and 887000 — Maintenance
of Mains were allocated to determine what portion of these expenses
are attributable to the various feeder lines that are also used by both
Duke Energy Kentucky and other Duke Energy customers. This
allocation percentage was developed in the Duke Energy Kentucky
FERC filing PR 18-70-00. See WPD-2.19d for allocation percentage

and amount. Once the O&M amount attributable to the shared feeder



lines was determined, an allocation factor was applied to determine the
portion of the O&M expenses of these feeder lines that is attributable
to other Duke Energy Customers. This allocation factor was from the
Duke Energy Kentucky FERC Filing PR18-70-00. See WPD2.19b for
allocation percentage and allocated amount.

iv.  The property tax expense, state deferred taxes, and federal deferred
taxes allocation factors were all developed by taking the ratio of Net
Gas Plant Devoted to Other Than Duke Energy Kentucky Customers
by Total Net Gas Plant of Duke Energy Kentucky. See WPD-2.19f for

the development of this allocation factor.

PERSON RESPONSIBLE: Sarah E. Lawler



Duke Energy Kentucky

Case No. 2018-00261

Staff Second Set Data Requests
Date Received: October 10, 2018

STAFF-DR-02-030

REQUEST:

Refer to the Lawler Testimony, beginning on page 10, Schedule D-2.20, regarding
ongoing integrity management initiatives. Explain how the cost of the ongoing integrity
management initiatives was determined.

RESPONSE:

See Staff-DR-02-030 Attachment.

PERSON RESPONSIBLE: Sarah E. Lawler / Gary J. Hebbeler



STAFF-DR-02-030
ATTACHMENT
IS BEING FILED
ELECTRONICALLY AND
PROVIDED ON
CD






Duke Energy Kentucky

Case No. 2018-00261

Staff Second Set Data Requests
Date Received: October 10,2018

STAFF-DR-02-031

REQUEST:

Refer to the Lawler Testimony, page 11, Schedule D-2.21, regarding rider ASRP over-
collections of federal income taxes due to the TCJA being enacted after the 2018 rates for
rider ASRP were approved by the Commission.

a.  Explain how the proposed five-year amortization period was determined.

b.  Confirm that all of the over-collection of federal income tax due to the TCJA
occurred or will occur in 2018.

c.  Confirm that in the absence of this rate case, all over-collections of the federal
income tax would be allocated through the true-up mechanism and returned in the
following year.

RESPONSE:

a. The Company is seeking a five-year amortization period because it is consistent
with the amortization period being sought for regulatory assets.

b.  Confirmed.

c. Confirmed.

PERSON RESPONSIBLE: Sarah E. Lawler



Duke Energy Kentucky

Case No. 2018-00261

Staff Second Set Data Requests
Date Received: October 10, 2018

STAFF-DR-02-032

REQUEST:
Refer to the Direct Testimony of Roger A. Morin, Ph.D. (Morin Testimony), page 33,
line 4.

a. Provide the current risk-free rate for a 30-year Treasury Bond.

b. Explain why the forecasted risk-free rate for the Capital Asset Pricing
Model is the forecasted interest rate on long-term U.S. Treasury bonds and not the current
interest rate on long-term bonds.

c. Provide Duke Kentucky's position regarding investors' views of interest

rate forecasts, especially given that most interest rate forecasts are known to have been

incorrect.
RESPONSE:
a. 3.4%
b. Dr. Morin relied on projected long-term Treasury interest rates for the

simple reason that investors price securities based on long-term expectations, including
interest rates. Cost of capital estimates, including CAPM estimates, are prospective (i.e.
forward-looking) in nature and must consider current market expectations for the future.
The CAPM is a prospective (i.e., forward-looking) model, and the use of projected long-
term Treasury interest rates is entirely appropriate because investors price securities on

the basis of long-term expectations, including interest rates. Whether interest rate



forecasts are correct or not is irrelevant. Investor expectations were simply not realized
in the past.

C. The fact that forecasts are incorrect is immaterial and is merely a
reflection that expectations were not realized over that period of time. Investors’ required
returns can and do shift over time with changes in capital market conditions, hence the
importance of considering interest rate forecasts. The fact that organizations such as
Congressional Budget Office, the U.S. Department of Labor, the U.S. Energy
Information Administration, HIS (Global Insight), Value Line and Blue Chip devote
considerable expertise and resources to developing an informed view of the future, and
the fact that investors are willing to purchase such expensive services confirms the

importance of economic/financial forecasts in the minds of investors.

PERSON RESPONSIBLE: Roger A. Morin, Ph.D.



Duke Energy Kentucky

Case No. 2018-00261

Staff Second Set Data Requests
Date Received: October 10, 2018

STAFF-DR-02-033

REQUEST:

Refer to the Morin Testimony page 61. Provide Table 6 without flotation costs and
ensure to include two significant digits.

RESPONSE:

Table 6. Summary of ROE Estimates

Study ROE
DCF Natural Gas Utility Value Line Growth 10.20%
DCF Natural Gas Utility Analyst Fcst Growth 9.63%
DCF Comb Elec Utilities Value Line Growth 9.86%
DCF Comb Elec Utilities Analyst Fcst Growth 9.05%
Capital Asset Pricing Model 9.50%
Empirical Capital Asset Pricing Model 9.90%
Historical Risk Premium 10.40%
Allowed Risk Premium 10.3-%

PERSON RESPONSIBLE: Roger A. Morin, Ph.D.



Duke Energy Kentucky

Case No. 2018-00261

Staff Second Set Data Requests
Date Received: October 10, 2018

STAFF-DR-02-034

REQUEST:
Refer to the Morin Testimony, page 62. Dr. Morin addresses Duke Kentucky's size,
stating that its size relative to other electric utilities increases investment risk.

a. Confirm that even though Duke Kentucky is relatively smaller in size, it
realizes efficiencies and economies of scale through its Duke Energy family of
companies.

b. If Item a. above is confirmed, explain whether these efficiencies and
economies of scale reduce the risk exposure of Duke Kentucky.

RESPONSE:

From a bondholder perspective, Duke Kentucky’s relationship with its parent is
beneficial through a co-insurance effect. To the extent that the cash flows from members of
the parent company holding company are less than perfectly correlated, there is a
corresponding decrease in default risk, thus reducing the bondholders risk.

From a stockholder perspective, however, the equity cost of subsidiaries must be
found on a stand-alone basis. Under this approach, often labeled the Stand-Alone Approach
or Subsidiary Approach, the subsidiary is viewed as an independent operating company, and
its cost of equity is inferred as the cost of equity of comparable-risk firms. The methodology
rests on the basic premise that the required return on an investment depends on its risk,

rather than on the identity of the investor, whether a parent company or individual investor.



The basic financial principle of risk and return states that the rate of return required by
investors on any investment is dependent upon the risk of that investment and that
investment alone. The risk of any investment is independent of the ownership of the
capital financing the investment. In addition, it is a basic financial principle that it is the
use of the funds invested which gives rise to the risk of the investment, not the source of

the funds.

PERSON RESPONSIBLE: Roger A. Morin, Ph.D.









5/30/18  Baltimore Gas and Electric Company MD —

6/6/18 Liberty Utilities (Midstates Natural Gas) Corp MO 9.80
6/14/18  Central Hudson Gas & Electric Corporation NY 8.80
6/19/18  Black Hills Kansas Gas Utility Company, LLC KS
Black Hills Northwest Wyoming Gas Utility

7/16/18  Company WY 9.60
7/20/18  Cascade Natural Gas Corporation WA 9.40
8/15/18  Virginia Natural Gas, Inc. VA 9.50
8/21/18  Delta Natural Gas Company, Inc. KY

8/22/18  Northern Indiana Public Service Company IN

8/24/18  Narragansett Electric Company RI 9.28
8/28/18  Consumers Energy Company MI 10.00
9/5/18 Indiana Gas Company, Inc. IN

9/5/18 Southern Indiana Gas and Electric Company, Inc. IN

9/11/18  CenterPoint Energy Resources Corp. AR

9/13/18  DTE Gas Company MI 10.00
9/14/18  Wisconsin Power and Light Company WI 10.00
9/19/18 Northern Indiana Public Service Company IN 9.85
9/19/18  Bay State Gas Company MA

9/20/18  Madison Gas and Electric Company WI 9.80
9/26/18  MDU Resources Group, Inc. ND 9.40
9/26/18  Piedmont Natural Gas Company, Inc. SC 10.20
9/26/18  South Carolina Electric & Gas Co. SC

9/28/18  Boston Gas Company MA 9.50
9/28/18  Colonial Gas Company MA 9.50
9/28/18  Columbia Gas of Maryland, Incorporated MD

b. See the reported ROEs on the Value Line report for each company for 2017,
2018, and projected for 2019 and beyond. The Value Line reports for each
company are attached as Confidential STAFF-DR-02-035 Attachment. For
example, for Atmos Energy the Return on Common Equity are 9.8%, 9.5%.

10.0%, and 11.0% for 2017, 2018, 2019, and 2021-2023.



c. To the best of his knowledge, all the gas companies in the group have a weather
adjustment clause. Dr. Morin did not investigate the details of each particular
weather adjustment clause for each company as this information was not readily
available and was not germane to his recommended ROE. Moreover, it is
important to note that investors generally do not associate specific increments
to their return requirements with specific details of risk-mitigating mechanisms
such as weather adjustment clauses. Investors rather tend to look at the totality
of risk-mitigating mechanisms in place relative to those in place at comparable
companies when assessing risk.

d. When Dr. Morin performed his analyses in mid-July, the acquisition of WGL
Holdings by AltaGas Ltd. was progressing nicely and appeared on pace to close
in mid-2018. Dr. Morin also notes that the premium stock price of 28%
actually produces a lower DCF estimates, given that a higher stock price implies
a lower dividend yield and a higher return estimate.

e. The acquisition was completed when Dr. Morin performed his analyses in July

2018.

PERSON RESPONSIBLE: Roger A. Morin, Ph.D.
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Duke Energy Kentucky

Case No. 2018-00261

Staff Second Set Data Requests
Date Received: October 10, 2018

STAFF-DR-02-036

REQUEST:
Refer to the Morin Testimony, Attachment RAM-3, page 1 of 1.

a. Provide an update to the Discounted Cash Flow (DCF) Analysis Value
Line Growth Rates using the most current information available.

b. Also refer to Attachment RAM-4, page 1 of 1. The Projected Earnings per
Share (EPS) growth rates and analysts’ growth forecasts vary significantly between the
proxy companies. For example, the projected EPS growth for WGL Holdings is 6.5 while
the analysts’ growth forecasts is 13.20 percent. Provide an explanation for these wide
variations.

RESPONSE:

a. Please see an updated Attachment RAM-3 attached as STAFF-DR-02-036
Attachment, which is the DCF analysis using Value Line growth rates. WGL has been
eliminated from the group following its acquisition. The dividend yields are virtually
identical to the original filed estimates. However, the average DCF result has increased
from 10.35% to 10.81% primarily due to OneGas and UGI higher projected growth rates.
In view of their unsustainability, NiSource’s projected growth rate of 18% and Northwest
Natural Gas’ projected growth rate of 30.5% have been replaced in the DCF analysis by
the analyst consensus growth forecast from Zacks Investment Research web site. The

same was done in the original filed exhibit.



b. The WGL example is no longer relevant, given its recent acquisition and
disappearance from the peer group. The wide variations in analyst projected growth rates
are not surprising given that they are produced by different individual analysts while the
Value Line projections are more homogeneous given that they are produced by one
individual. The analyst estimates are also likely to vary, having been performed at

different time periods.

PERSON RESPONSIBLE: Roger A. Morin, Ph.D.



STAFF-DR-02-036
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Natural Gas Distribution Utilities
DCF Analysis Value Line Growth Rates

KyPSC Case No. 2018-00261
STAFF-DR-02-036 Attachment

(1 () 3) “4) 5) (6)
Current Projected % Expected

Line Dividend  EPS Divid Cost of

No. Company Name Yield  Growth Yield Equity ROE
1 Atmos 2.00 7.50 2.15 9.65 9.76
2 Chesapeake Util 1.81 8.50 1.96 10.46 10.57
3 NJRes 2.51 9.50 2.75 12.25 12.39
4 NISource 3.07 5.50 3.24 8.74 8.91
5 Northwest Nat Gas 2.67 4.30 2.78 7.08 7.23
6 ONE Gas 2.21 10.50 244 12.94 13.07
7 So Jersey Ind 3.18 9.50 348 12.98 13.17
8 Southwest Gas 2.58 9.00 2.81 11.81 11.96
9 Spire 2.99 7.50 3.21 10.71 10.88
10 UGI 1.86 8.00 2.01 10.01 10.11
12 AVERAGE 249 7.98 2.68 10.66 10.81

Notes:

15 Column 2: Zacks Investment Research Oct 2018
16  Column 3: Value Line Investment Reports Oct 2018
17 Column 4 = Column 2 times (1 + Column 3/100)
18 Column 5 = Column 4 + Column 3

19

Column 6 = Column 4/0.95 + Column 3

Pagelof 1



Duke Energy Kentucky

Case No. 2018-00261

Staff Second Set Data Requests
Date Received: October 10, 2018

STAFF-DR-02-037

REQUEST:

Refer to the Morin Testimony, Attachment RAM-4, page 1 of 1. Provide an update to the
DCF Analysis analysts’ growth forecasts with the most current information available.
RESPONSE:

Please find an updated Attachment RAM-3 attached as STAFF-DR-02-037 Attachment,
which is the DCF analysis using analysts’ growth forecasts. WGL has been eliminated

from the group following its acquisition.

PERSON RESPONSIBLE: Roger A. Morin, Ph.D.



STAFF-DR-02-037
ATTACHMENT
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CD



Natural Gas Distribution Utilities
DCF Analysis Analysts' Growth Rates

KyPSC Case No. 2018-00261
STAFF-DR-02-037 Attachment

Page 1of 1

(D (2) 3) “) ) (6)
Current Projected % Expected

Line Dividend  EPS Divid Cost of

No. Company Name Yield  Growth Yield Equity ROE
1 Atmos 2.00 6.50 2.13 8.63 8.74
2 Chesapeake Util 1.81 6.00 1.92 7.92 8.02
3 NJRes 2.51 7.00 2.69 9.69 9.83
4 NISource 3.07 5.50 3.24 8.74 8.91
5 Northwest Nat Gas 2.67 4.30 2.78 7.08 7.23
6 ONE Gas 2.21 5.70 2.34 8.04 8.16
7 So Jersey Ind 3.18 12.20 3.57 15.77 15.96
8 Southwest Gas 2.58 4.00 2.68 6.68 6.82
9 Spire 2.99 4.00 3.11 7.11 7.27
10 UGI 1.86 8.00 2.01 10.01 10.11
12 AVERAGE 2.49 6.32 2.65 8.97 9.11

Notes:

15 Column 2, 3: Zacks Investment Research Oct 2018
17 Column 4 = Column 2 times (1 + Column 3/100)
18 Column 5 = Column 4 + Column 3

19

Column 6 = Column 4/0.95 + Column 3



Duke Energy Kentucky
Case No. 2018-00261
Staff Second Set Data Requests
Date Received: October 10, 2018
STAFF-DR-02-038
REQUEST:
Refer to the Morin Testimony, Attachment RAM-6, page 1 of 1.

a. Provide the most recently awarded ROE and the date of the award for each
utility in the natural gas proxy group.

b. Provide the most recent ROE and the date of this announcement for each
utility in the natural gas proxy group.

C. According to the August 17, 2018 publication of Value Line, Issue 1,
Dominion Energy is trying to acquire SCANA. Provide an explanation for including
Dominion Energy in the proxy group with merger activities.

RESPONSE:

a. See response to STAFF-DR-02-035.

b. See response to STAFF-DR-02-035.

C. Dominion Resources has been trying to merge with SCANA for a long
time. The original announcement occurred in January 2018, six months before Dr. Morin
prepared his testimony. Moreover, given that the merger has already received approval
from SCANA's shareholders, the Federal Energy Regulatory Commission, the Georgia
Public Service Commission and early termination by the Federal Trade Commission of

the 30-day waiting period under the federal Hart-Scott-Rodino Antitrust Improvements

Act, Dominion Resources was deemed to belong in the peer group.

PERSON RESPONSIBLE: Roger A. Morin, Ph.D.



Duke Energy Kentucky

Case No. 2018-00261

Staff Second Set Data Requests
Date Received: October 10, 2018

STAFFE-DR-02-039

REQUEST:
Refer to the Morin Testimony, Attachments RAM-2 - RAM-10. Provide these
attachments in Excel spreadsheet formal with all formulas intact and unprotected and

with all columns and rows accessible.
RESPONSE:

See STAFF-DR-02-039 Attachment.

PERSON RESPONSIBLE: Roger A. Morin, Ph.D.



STAFF-DR-02-039
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CD



Duke Energy Kentucky

Case No. 2018-00261

Staff Second Set Data Requests
Date Received: October 10, 2018

STAFF-DR-02-040

REQUEST:

On May 3, 2018, the Final Order was issued in Case No. 2017-003497 for Atmos Energy
Corporation with an ROE of 9.7 percent. Provide an explanation as to how Duke
Kentucky faces a substantially greater risk profile to warrant an ROE that is 20 basis
points higher.

RESPONSE:

Dr. Morin did not provide rate of return testimony in the Atmos Energy case and has not
conducted a comprehensive analysis of Atmos Energy’s risk relative to Duke Energy
Kentucky. Given that Atmos Energy is part of Dr. Morin’s peer group in this case, it
stands to reason that had Dr. Morin provided rate of return testimony in that case, it is

likely that his various ROE estimates would be similar to his estimates in this case.

PERSON RESPONSIBLE: Roger A. Morin, Ph.D.



Duke Energy Kentucky

Case No. 2018-00261

Staff Second Set Data Requests
Date Received: October 10, 2018

STAFF-DR-02-041

REQUEST:

Provide Duke Kentucky's annual ROE since 2010 for its gas division.
RESPONSE:

See Staff-DR-02-041 Attachment.

PERSON RESPONSIBLE: Michael Covington



STAFF-DR-02-041
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KyPSC Case No. 2018-00261
Staff-DR-02-041 Attachment
Page 1 of 1

Duke Energy Kentucky
Schedule of Gas ROE's
For FY 2010 to 2017

ROE
2010 12.00%
2011 1.19%
2012 -4.10%
2013 9.89%
2014 10.96%
2015 9.64%
2016 8.23%
2017 6.14%

ROE is based on trailing twelve month's (TTM) income and a 13 month equity average derived as rate base as net plant plus ADIT



Duke Energy Kentucky

Case No. 2018-00261

Staff Second Set Data Requests
Date Received: October 10, 2018

STAFF-DR-02-042

REQUEST:
For all other Duke Energy jurisdictions, provide the most recent awarded and earned

ROE's (sic) and the date of the award or publication.

Response:
Return on Equity
Earned in Currently Date of

Company Gas/Elec | Jurisdiction 2017 @ Awarded Approval
Duke Energy Carolinas Elec NCUC 10.97% 9.90% 6/22/18
Duke Energy Carolinas Elec SCPSC ) 10.20% 9/18/13
Duke Energy Progress Elec NCUC 9.35% 9.90% 2/23/18
Duke Energy Progress Elec SCPSC ) 10.10% 12/21/16
Duke Energy Florida Elec FPSC 17.49% 10.50% 11/20/17
Duke Energy Indiana Elec TURC 8.69% 10.50% 5/18/04
Duke Energy Ohio Elec PUCO 6.21% 9.84% 5/1/13
Duke Energy Ohio Gas PUCO ) 9.84% 11/13/13
Piedmont Gas NCUC 10.00% 12/7/13
Piedmont Gas SCPSC 8.36% 10.20% 10/3/18
Piedmont Gas TPUC 10.20% 1/23/12

Note: @ ROE is unadjusted per books for each Legal Entity from 2017 financial statements.

PERSON RESPONSIBLE: William Don Wathen Jr.




Duke Energy Kentucky

Case No. 2018-00261

Staff Second Set Data Requests
Date Received: October 10, 2018

STAFF-DR-02-043

REQUEST:

Refer to the Direct Testimony of John R. Panizza (Panizza Testimony) page 3 and page
10, regarding property tax expense. Provide the calculation of the property tax expense
on an electronic Excel spreadsheet format with all formulas intact and unprotected and
with all columns and rows accessible.

RESPONSE:

Please refer to AG-DR-01-086 Attachment 1.

PERSON RESPONSIBLE: John R. Panizza
Robert H. “Beau” Pratt



Duke Energy Kentucky

Case No. 2018-00261

Staff Second Set Data Requests
Date Received: October 10, 2018

STAFF-DR-02-044

REQUEST:

Refer to the Panizza Testimony, page 10, regarding the statutory and effective Kentucky

income tax rate.

a. Explain further, why Duke Kentucky should use the statutory versus the effective
tax rate for calculating its Kentucky income tax expense.

b. Confirm that the difference in the Kentucky income tax due to the statutory versus
effective tax rate is used to lower customer costs.

c. If the answer to Item b. is not confirmed, explain the accounting treatment of the
excess Kentucky income tax recovered in rates.

RESPONSE:

a. It is long established precedent in Kentucky and most state commissions to use
‘statutory’ state tax rate. In the instant case, the ‘statutory’ rate of 5% is equal to the
‘effective’ tax rate of 5% because federal taxes aren’t deductible for state income tax
purposes.

b. See (a), there is no difference between the statutory rate and the effective rate.

c. Not applicable, effective Kentucky income tax is equal to statutory Kentucky income

tax.

PERSON RESPONSIBLE: John Panizza



Duke Energy Kentucky

Case No. 2018-00261

Staff Second Set Data Requests
Date Received: October 10, 2018

STAFF-DR-02-045

REQUEST:

Refer to the Panizza Testimony, Attachment JRP-1, Amortization of EDITs. Provide a
breakdown of the $745,885 balance in state unprotected excess ADIT.

RESPONSE:

See attachment STAFF-DR-02-045 Attachment.

PERSON RESPONSIBLE: John Panizza



STAFF-DR-02-045
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DEK Gas KyPSC Case No. 2018-00261
State Unprotected Excess ADIT STAFF-DR-02-045 Attachment 1
Page 1 of 1
ADIT Before State
Name Rate Change Rate Change
190001/2 ADIT: Prepaid: Taxes
F_RGAL_Fed_Rate Chng_Gross Up_190002-254036 SIT Gross-Up on Excess Federal Tax 2,267,107 0
F_RGAL_Fed_Rate Chng_Gross Up_190002-254038 SIT Gross-Up on Excess Federal Tax 0 0
F_RGAL_Fed_Rate Chng_Gross Up_190002-254040 SIT Gross-Up on Excess Federal Tax 0 0
F_RGAL_State_Rate Chng_Gross Up_190002-254150 FERC - SIT Adj for Rate Change Offset to Def Cr (254) 0 0
T11A02 Bad Debts - Tax over Book 987 (70)
T11B16 OFFSITE GAS STORAGE COSTS 95,687 (6,743)
T13B08 ASSET RETIREMENT OBLIGATION 394,894 (27,830)
T13B19 Leased Meters - Elec & Gas 21,563 (1,520)
T15A95 Unamortized Debt Premium (393) 28
T17A02 Accrued Vacation 36,063 (2,542)
T17A54 MGP Sites 35,824 (2,525)
T19A89 GAS SUPPLIER REFUNDS (22,670) 1,598
T19A94 UNBILLED REVENUE - FUEL 11,747 (828)
T20A41 Rate Refunds 0 0
T20C02 Demand Side Management (DSM) Defer 113,056 (7,968)
T22A28 Retirement Plan Expense - Underfunded 169,464 (11,943)
T22A29 Non-qualified Pension - Accrual 1,990 (140)
T22A30 Retirement Plan Funding - Underfunded (1,156) 81
T22E02 OPEB Expense Accrual 65,208 (4,595)
T22E06 FAS 112 Medical Expenses Accrual 10,599 (747)
Total 190001/2 3,199,970 (65,743)
282100/1 ADIT: PP&E
282 Unprotected Other Non-Current AT ST DTL for PP&E (8,490,598) 753,923
Total 282100/1 (8,490,598) 753,923
283100/1 ADIT: Other
T15A24 Loss on Reacquired Debt-Amort (12,724) 897
T15B04 Reg Asset - Accr Pension FAS158 - FAS87Qual (2,942) 207
T15B17 Reg Liab RSLI & Other Misc Dfd Costs (154,322) 10,876
T15B28 Reg Asset - Rate Case Expense 0 0
T15B29 Reg Asset-Pension Post Retirement PAA-FAS87Qual and Oth (390,767) 27,539
T15B37 Reg Asset-Pension Post Retirement PAA-FAS87NQ and Oth 65 (5)
T15B38 Reg Asset-Pension Post Retirement PAA-FAS 106 and Oth (32,988) 2,325
T15B40 Reg Asset - Accr Pension FAS158 - FAS87NQ 76,904 (5,420)
T15B41 Reg Asset - Accr Pension FAS158 - FAS 106/112 (611) 43
T17A01 Vacation Carryover - Reg Asset (19,680) 1,387
T19A91 Rate Case - Deferred Costs 5,380 (379)
T19A92 DEFERRED FUEL COST P.G.A. (4,295) 303
T20A40 Non-Current Portion of Reg Asset 0 0
T22A23 Retirement Plan Expense - Overfunded (16,718) 1,178
T22H12 ARO Regulatory Asset (266,111) 18,754
Total 283100/1 (818,808) 57,705
Total (6,109,435) 745,885

1o0f1



Duke Energy Kentucky

Case No. 2018-00261

Staff Second Set Data Requests
Date Received: October 10, 2018

STAFF-DR-02-046

REQUEST:

Refer to Duke Energy Kentucky's response to Commission Staff's First Request for
information (Staff's First Request), Item 29. The Billing Analysis was not provided in the
company's response. Provide the Billing Analysis in Excel spreadsheet format with all
formulas intact and unprotected and with all columns and rows accessible.

RESPONSE:

See STAFF-DR-02-046 Attachment]. XLSM (Test Period) and STAFF-DR-02-046

Attachment2. X1.SM (Base Period).

PERSON RESPONSIBLE: Bruce L. Sailers



STAFF-DR-02-046
ATTACHMENT 1

IS BEING FILED
ELECTRONICALLY
AND PROVIDED ON

CD



STAFF-DR-02-046
ATTACHMENT 2

IS BEING FILED
ELECTRONICALLY
AND PROVIDED ON

CD



Duke Energy Kentucky

Case No. 2018-00261

Staff Second Set Data Requests
Date Received: October 10, 2018

STAFF-DR-02-047

REQUEST:
Refer to the Direct Testimony of Robert H. "Beau"" Pratt (Pratt Testimony), page 21,
regarding non-union labor cost increases of 3.5 percent in the forecasted test year.

a. Provide the impact to Duke Kentucky's labor cost expense and revenue requirement
if the non-union labor cost increase were limited to 3.0 percent in the forecasted test
year.

b. Provide the labor cost increases for any of Duke Kentucky's affiliates that pass-
through costs to the Company that are greater than 3.0 percent.

c. Provide the impact on Duke Kentucky's labor expense and revenue requirement if
the labor costs passed through from the affiliates were limited to 3.0 percent in the
forecasted test year.

RESPONSE:

a. A non-union labor decrease of 0.5% would result in a decrease in O&M charged
to Duke Energy Kentucky’s business units from Duke Energy Kentucky by
approximately $10,000. However, the budget reflects the Company’s challenge
to mitigate these increases with other efficiencies.

b. The Company’s guidance for all non-union labor is an increase of 3.5%. The
labor increase from affiliates charging Duke Energy Kentucky Gas is

approximately $180,000.



c. A reduction in non-union labor would reduce O&M charged to DEK-G business
units from Duke Energy Kentucky’s affiliates by approximately $26,000.
However, the budget reflects the Company’s challenge to mitigate these increases

with other efficiencies.

PERSON RESPONSIBLE: Robert H. “Beau” Pratt



Duke Energy Kentucky

Case No. 2018-00261

Staff Second Set Data Requests
Date Received: October 10, 2018

STAFF-DR-02-048

REQUEST:
Refer to the Pratt Testimony, page 21, regarding how operations and maintenance
expense (O&M) were revised and extended through the forecasted test period.

a. Identify and quantify, by account number and name, the O&M expenses that
diverged from general escalation assumptions for 2020.

b. Identify and quantify, by account number and name, the O&M expenses that
diverged from the budgeted amounts.

c. Explain how the 1 percent escalation factor for the O&M expense from 2019 to
2020 was determined.

d. Identify and explain any changes in the O&M budget and projections in which new
or revised information emerged, which supported the need for revisions to the
previously supplied O&M budgets and projections.

RESPONSE:
a. See Staff-DR-02-048 Attachment 1.
b. Subsequent to O&M budgets and projections being received from the
responsibility centers, the Company identified expected O&M savings related to
certain corporate operational efficiency programs. These savings were credited

against the existing O&M budgets, thus reducing the amount of O&M included in



the test period for this case. The amount of these savings applied to the O&M in
the test period was $262,347.

c. 1 percent escalation is the direction from the corporation for overall O&M
growth. This small inflation factor is mostly absorbing labor and contract
inflation pressures by challenging the Company to continue to become more
efficient.

d. Same as response to b. above.

PERSON RESPONSIBLE: Robert H. “Beau” Pratt



STAFF-DR-02-048
ATTACHMENT 1

IS BEING FILED
ELECTRONICALLY
AND PROVIDED ON

CD



DUKE ENERGY KENTUCKY, INC.
CASE NO. 2018-00261

2020 O&M Expenses - not esclalated 1%
$000s

Expense
ASRP Reconnaissance
Benefits - Active Medical
Benefits - Retirement Savings Plan {401k}
Loss on Sale of A/R - Gas - Non-Recoverable
Loss on Sale of A/R - Intercompany - Gas
Propane Cost - Recoverable

Account
0878000 - Meter and House Regulator - Expense
0926000 - Empl Pensions and Benefits
0926000 - Empl Pensions and Benefits
0904003 - Cust Acctg-Loss On Sale-A/R
0904891 - IC Loss on Sale of AR with VIE {1}
0728000 - Liquid Petroleum Gas

KyPSC Case No. 2018-00261
STAFF-DR-02-048 Attachment 1

2019 Jan-Mar 2020 Jan-Mar Variance ($)
26 36 10
243 282 39
136 157 20
303 162 {141}
(203) (87) 117
478 496 18
983 1,047 63

Page1of 1

Variance (%}
40%
16%
15%
-47%
-57%
4%



Duke Energy Kentucky

Case No. 2018-00261

Staff Second Set Data Requests
Date Received: October 10, 2018

STAFF-DR-02-049

REQUEST:

Refer to the Direct Testimony of Benjamin Passty, Ph.D. (Passty Testimony), page 6,
lines 1-2. Provide any new customer loads or expansions at current customers' sites that
have occurred since the filing of this rate case, if any.

RESPONSE:

No such adjustments were made for such in the filing, and Dr. Passty is not aware of any
new customer loads or expansions at current customers’ sites that have occurred since the

filing.

PERSON RESPONSIBLE: Benjamin W. Passty, Ph.D.



Duke Energy Kentucky

Case No. 2018-00261

Staff Second Set Data Requests
Date Received: October 10, 2018

STAFF-DR-02-050

REQUEST:

Refer to the Passty Testimony, page 9, lines 3-4. Explain whether Duke Kentucky
calculated normal weather based on a rolling 20-year period. If so, update Exhibit BWP-2
with the 20-year period.

RESPONSE:

Duke Energy Kentucky has not performed any calculations for a 20-year normal period.

PERSON RESPONSIBLE: Benjamin W. B. Passty, Ph.D.



Duke Energy Kentucky

Case No. 2018-00261

Staff Second Set Data Requests
Date Received: October 10, 2018

STAFF-DR-02-051

REQUEST:
Refer to the Passty Testimony, page 13, lines 21-22.

a. Explain why 41 monthly observations were chosen as the weather input period for
the proposed weather normalization adjustment (WNA) calculation.

b. Provide an update to the base load (BL) and heat sensitivity factor (HSF) using 65
monthly observations (January 2013 through May 2018).

c. Provide an update to the BL and HSF factors using monthly observations from
January 2015 through September 2018.

d. Explain whether 41 months is consistent with other jurisdictions where Duke
Energy has WNA mechanisms.

e. For the energy forecast, the rolling 30-year period is used for the weather
normalization adjustment. Explain why a 30-year period is not used for the
proposed WNA.

RESPONSE:

a. At the time the team performed the calculation, Mr. Sailers made Dr. Passty aware
of a Piedmont filing with the state of Tennessee that used only the most recent
twelve months for the equivalent calculation. The team had discussed options for
expanding the number of months in the sample, agreeing that 41 months was a

convenient number based on the internal data sources and represented an



improvement to the model with regard to the size of the sample. Seeking to add data
beyond that was not seen as productive for reasons described below in part (e).

b. Updating the original sample to include these earlier observations produces a Base
Factor of 1.13, heating factor of 0.015 (RS rate code); base factor of 10.86 (GS) and
heat factor of 0.10 (again GS rate code).

c. As of the date of the filing, only internal data through August 2018 was available.
Updating the original sample to include these later observations produces a Base
Factor of 1.08, heating factor of 0.015 (RS rate code); base factor of 10.98 (GS) and
heat factor of 0.10 (again GS rate code).

d. Please see response to part (a).

e. Because the model includes no specification reflecting economic growth, it is
important to be cautious about using too many years in the sample because of
omitted variable bias. While adding to the sample decreases the reported standard
errors, the dramatic growth that occurs in most economies over thirty years would
bias the estimates because of that missing variable. The weather-normalization
process is used for forecasting temperatures, not any measure of sales; so, that

makes it less subject to these economic considerations.

PERSON RESPONSIBLE: Benjamin Passty, Ph.D.



Duke Energy Kentucky

Case No. 2018-00261

Staff Second Set Data Requests
Date Received: October 10, 2018

STAFF-DR-02-052

REQUEST:

Refer to the Passty Testimony, Exhibit BWP-1. Provide the annual growth rates.
RESPONSE:

A version of exhibit BWP-1 has been modified to list the annualized growth rates for
2018-2023 on the bottom. For reference, those five-year average growth rates are 0.5%
(Residential), 0.1% (Commercial), 1.9% (Industrial), 0.0% (Street lighting,
interdepartmental, and interruptible customers), and 0.9% (Governmental). The average

annual growth rate forecast during this period in total is 0.6%.

PERSON RESPONSIBLE: Benjamin W. Passty, Ph.D.



Duke Energy Kentucky

Case No. 2018-00261

Staff Second Set Data Requests
Date Received: October 10, 2018

STAFF-DR-02-053

REQUEST:

Refer to the Pratt Testimony, page 13, line 17-18. Provide a list of energy efficiency
capital needs that Duke Kentucky foresees.

RESPONSE:

The phrase “and to further invest in energy efficiency” was inadvertently included in Mr.
Pratt’s testimony and should be removed. The Company does not have any capital needs

in the current forecast related to energy efficiency programs.

PERSON RESPONSIBLE: Robert H. “Beau” Pratt



Duke Energy Kentucky

Case No. 2018-00261

Staff Second Set Data Requests
Date Received: October 10, 2018

STAFF-DR-02-054

REQUEST:

Refer to the Direct Testimony of Bruce L. Sailers (Sailers Testimony), page 4, line 22.
Provide Schedule M, Schedule M-2.1, and Schedule M-2.2 excluding all riders. Provide
these in Excel spreadsheet format with all rows and columns accessible and unprotected.

RESPONSE:
See STAFF-DR-02-054 Attachmentl.XLSM (Test Period) and STAFF-DR-02-054

Attachment2.X1.SM (Base Period).

PERSON RESPONSIBLE: Bruce L. Sailers



STAFF-DR-02-054
ATTACHMENT 1

IS BEING FILED
ELECTRONICALLY
AND PROVIDED ON

CD



STAFF-DR-02-054
ATTACHMENT 2

IS BEING FILED
ELECTRONICALLY
AND PROVIDED ON

CD



Duke Energy Kentucky

Case No. 2018-00261

Staff Second Set Data Requests
Date Received: October 10, 2018

STAFF-DR-02-055

REQUEST:

Refer to the Sailers Testimony, page 14 lines 15-16. Provide the proposed WNA model.
Include all inputs and workpapers. This should be in Excel spreadsheet format with all
rows and columns accessible and unprotected.

RESPONSE:

As referenced in the request above, the WNA model for Rate RS is provided in Sailers’
Testimony attachments Attachment BLS-3 and Attachment BLS-4. These attachments
are provided on CD in Excel form for this request and named STAFF-DR-02-055
Attachment2. XIL.SX and STAFF-DR-02-055 Attachment3.XL.SX. Development of
model inputs are described in witness Passty’s testimony on page 13 line 6 through page
14 line 10. STAFF-DR-02-055 Attachment.XL.SX is provided on CD for the inputs to

the model.

PERSON RESPONSIBLE: Bruce L. Sailers
Benjamin Passty



STAFF-DR-02-055
ATTACHMENT
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CD
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KyPSC Case No. 2018-00261
STAFF-DR-02-055 Attachment 2

Duke Energy Kentucky
Example Calculation of WNA Rider Adjustment for Rate RS Customer

Line Calculation Inputs:
1 CCF Consumption
2 Actual Billing Period HDD (ADD)*
3 Normal Billing Period HDD (NDD)*

4 Rate RS Class Parameters:
5 BL- Base Load
6 HSF - Heat Sensitivity Factor

7 Proposed Rate RS Distribution Charge (R)

Calculations:
8 NDD-ADD
9 HSF * (NDD - ADD)
10 HSF * ADD
11 BL + (HSF * ADD)
12 Line 9/ Line 11
13 WNA =R * Line 12

14 Customer Revenue Adjustment =
15 WNA (Line 13) * CCF (Line 1)

*HDD - Heating Degree Days

Values & Calculations
100
800
575

1.106333
0.015283

S 0.48677

(225.00)
(3.44)
12.23
13.33
(0.26)

-0.12554

$ (12.55)

Page 1 of 1
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Duke Energy Kentucky

Case No. 2018-00261

Staff Second Set Data Requests
Date Received: October 10, 2018

STAFF-DR-02-056

REQUEST:

Refer to the Sailers Testimony, page 15, line 13-15. Explain whether other Duke Energy
jurisdictions provide annual updates for each respective WNA.

RESPONSE:

Piedmont Natural Gas Company, a subsidiary of Duke Energy, utilizes a WNA
mechanism in two of its jurisdictions — Tennessee and South Carolina. Piedmont submits
monthly WNA status reports to the commission in each of those jurisdictions. The
monthly status reports show actual WNA revenues realized by month and customer class.
Further, regarding the WNA parameters (i.e., the BL and HSF), in SC, Piedmont
refreshes the WNA parameters, by applicable customer class, every November. In TN,

the WNA parameters are only updated during base rate case proceedings.

PERSON RESPONSIBLE: Bruce L. Sailers



Duke Energy Kentucky

Case No. 2018-00261

Staff Second Set Data Requests
Date Received: October 10, 2018

STAFF-DR-02-057

REQUEST:

Refer to the Sailers Testimony, page 18, lines 5-7. State whether it is Duke Kentucky's
belief that it cannot update its gas tariff through the Commission's normal tariff review
process to reflect a new combined reconnection fee if a new combined reconnection fee is
approved in an electric base rate case and vice versa.

RESPONSE:

Duke Energy Kentucky believes it can update its gas tariff through the Commission’s
normal tariff review process to reflect a new combined reconnection fee if a new

combined reconnection fee is approved in an electric base rate case and vice versa.

PERSON RESPONSIBLE: Bruce L. Sailers



Duke Energy Kentucky

Case No. 2018-00261

Staff Second Set Data Requests
Date Received: October 10, 2018

STAFF-DR-02-058

REQUEST:

Refer to the Sailers Testimony, page 21, lines 19-22. Explain how shortening the period
to complete imbalance trades results in efficiency gains in the monthly closing and billing
process.

RESPONSE:

Deliveries of natural gas by pool operators into Duke Energy Kentucky’s system are
generally finalized for the month by the second business day of the following month.
However, Duke Energy Kentucky is not able to finalize monthly imbalances and begin
billing pool operators until after the fourth business day of the following month since
pool operators are still able to make imbalance trades up until that point in time.
Shortening the time to complete imbalance trades from four business days to two
business days would allow the Company to reduce the pool operator billing process by
two days and thus freeing resources to focus on current month nominations and trade
confirmations. In addition, there may be additional efficiency gains since the change
proposed aligns the period to complete imbalance trades with other Duke Energy service

areas.

PERSON RESPONSIBLE: Bruce L. Sailers



Duke Energy Kentucky

Case No. 2018-00261

Staff Second Set Data Requests
Date Received: October 10, 2018

STAFF-DR-02-059

REQUEST:
Refer to the Sailers Testimony, Attachment BLS-5.

a. Provide an explanation of why "Unproductive (time away - vacations,

etc.)" should be included in this charge.

b. Provide an explanation of why "Incentives" should be included in this

charge.

c. Provide an itemized listing of all the costs that are included in "Indirects

(allocated costs of support functions)."
RESPONSE:

a. Unproductive labor cost is the cost of paid time away from work such as
vacations, sick, and holidays. It’s included because Unproductive is a
component of the employee’s salary rate.

b. Incentives labor cost should be included because it is a component of the
employee’s salary rate.

c. Indirect costs are the charges for supervision, management, and operational
support that cannot be direct charged and are therefore captured and allocated

to direct labor.

PERSON RESPONSIBLE: Bruce L. Sailers



Duke Energy Kentucky

Case No. 2018-00261

Staff Second Set Data Requests
Date Received: October 10, 2018

STAFF-DR-02-060

REQUEST:
Refer to the Sailers Testimony, Attachment BLS-6.

a. Refer to page 1 of 1. Also, refer to Duke Kentucky's Response to the
Second Data Request of Commission Staff in Case No. 2009-00202, Item 9 a. The cost
justification provided in Case No. 2009-00202 included a component for travel, labor,
and a truck. Explain if these components are included in the cost justification in the
current case.

b. Refer to page 1 of 1, lines 15-16. Provide the components of the costs
listed on these lines.

C. If the costs to replace the Meter Index as stated is $560.00, and the cost of
the Installation of the Meter Pulse Equipment is $550.00, is it necessary to replace the
Meter Index and not just replace the Meter Pulse Equipment.

RESPONSE:

a. The components for travel, labor, and a truck were inadvertently omitted.
However, at this time, new requests for Rate MPS service are very low and
therefore the omission has minor impact. The Company supports the current
proposal but is open to revising Rate MPS at the Commission’s preference.
Incremental costs to include the omitted items are 1) Meter Pulse Equipment

Installation Incremental Cost = 4 Hours * $78.24/hr. = $312.96 (rounding



down to $310), and 2) Meter Index Installation Incremental Cost = 1 Hour *
$78.24/hr. = $78.24 (rounding down to $75). These costs would be added to
the equipment costs proposed.

b. These are the cost of the items. There are no component costs.

c. The meter index is replaced only if necessary.

PERSON RESPONSIBLE: Bruce L. Sailers



Duke Energy Kentucky

Case No. 2018-00261

Staff Second Set Data Requests
Date Received: October 10, 2018

STAFF-DR-02-061

REQUEST:
Refer to the Application, Schedule L, page 4 of 8.

a. In the rationale section of Rate FRAS, it states, "[a]lso, Company does not
confiscate Suppliers' delivered gas." Explain why the tariff has not been updated prior to
this case if Duke Kentucky does not confiscate Suppliers' delivered gas.

b. Explain how the change to Rate FRAS to cash out over-deliveries rather
than confiscate the over-deliveries, benefits Duke Kentucky or the Suppliers.
RESPONSE:

a. Duke Energy Kentucky does not confiscate Suppliers’ over-delivered gas on OFO
days since Duke Energy Kentucky doesn’t manage separate pools of large volume
firm transportation-only customers on its system. Instead, Duke Energy Kentucky
manages its Rate FT-L firm transportation customers in a combined pool for each
supplier with both large volume firm transportation customers and interruptible
customers. Rate FRAS specifies in its Balancing Requirement section that
“Suppliers must deliver to the Company daily quantifies of gas in accordance with
the provisions of Rate IMBS.” Therefore, the combined pool is subject to both
Rate FRAS, Full Requirements Aggregation Service, and Rate IMBS,
Interruptible Monthly Balancing Service. The charges applied to over-delivery of

gas on OFO days under Rate IMBS conflict with the confiscation provision in



Rate FRAS during over-delivery on OFO days. As such, Duke Energy Kentucky
applies the Rate IMBS tariff to monthly imbalances and imbalances on OFO days
in preference to the confiscation provision of Rate FRAS. This process favors the
supplier. Duke Energy Kentucky is now revising Rate FRAS to eliminate the
tariff ambiguities that have not been revised in the past.

b. Cashing out over-deliveries rather than confiscating over-deliveries benefits
Suppliers, as over-deliveries are cashed-out to the Supplier at Duke Energy
Kentucky’s lowest cost of gas for the OFO day rather than confiscated with zero

compensation to the Supplier.

PERSON RESPONSIBLE: Bruce L. Sailers



Duke Energy Kentucky

Case No. 2018-00261

Staff Second Set Data Requests
Date Received: October 10, 2018

STAFF-DR-02-062

REQUEST:
Refer to the Application, Schedule L-1.

a. Refer to page 7 of 69. There appears to be missing language on the last line of
the text on this page between "from the termination date," and "in writing."
Confirm that there is language missing and if so, provide a revised tariff page
reflecting the missing language.

b. Refer to page 9 of 69. Explain the reasoning for the change to the second
paragraph of "1. Character of Service."

c. Refer to page 13 of 69. In the first paragraph of "2. Gas Service Piping," it
indicates that Duke Kentucky will install the gas service pipe from the curb
line to the meter at its own expense. The same paragraph later states that the
service piping from the curb to the meter would be installed at the expense of
the customer. Clarify who is responsible for the installation expense of the gas
service piping from the curb to the meter. If necessary, provide a revised tariff
page reflecting any needed changes.

d. Refer to page 16 of 69. In the first paragraph of "1. Billing Periods - Time and
Place for Payment of Bills," the margin notation reflecting the deleted text is
not included. Provide a revised tariff page that includes the margin notation

for this change.



e. Referto page 19 of 69, second paragraph of "1. Deposits."

(1) Define what constitutes a satisfactory payment record.

(2) Confirm that Duke Kentucky is not charging an additional deposit to
residential customers whose payment record is satisfactory unless their
classification of service changes or the customer requests that their
deposit be recalculated pursuant to 807 KAR 5:006, Section 8(1)(d)3.

f. Refer to page 56 of 69. Confirm that nothing on this page is going to change.
If confirmed, provide a revised tariff page reflecting that there is no change.

g. Refer to page 69 of 69. Explain why the additional charge to replace the meter
index is increasing $405, or 261 percent, from $155 to $560.

RESPONSE:

a. Confirmed. See STAFF-DR-02-062(a) Attachment.

b. The heat content in the referenced paragraph has changed from 1030 to 1080.
This is primarily due to the source of natural gas. Shale gas contains a higher
heat content.

¢. The referenced paragraph and this question generally refers to the process
where Duke Energy Kentucky takes ownership of the service piping from the
curb to the meter when that piping is replaced through the ASRP effort. The
sentence in question appears to be, “The service piping from the curb to the
meter, including street box and valve, installed at the expense of the
Customer, shall be maintained at the expense of the Company.” This sentence
clarifies that the Company will maintain the service piping from the curb to

the meter even if the Customer paid for the piping. In addition, the Company



will take ownership of that piping following replacement. A revised tariff
page is not necessary.

d. See STAFF-DR-02-062(d) Attachment.

e. See responses below.
(1) A satisfactory payment record is defined as 12 months of service without

being disconnected for non-payment.

(2) Confirmed.

f. Confirmed. Nothing on this page is changing. See STAFF-DR-02-062(f)
Attachment for a replacement tariff sheet.

g. It is increasing to reflect the full cost of the meter index equipment as
presented in witness Sailers’ testimony attachment BLS-6. Staff may also

wish to review the response to STAFF-DR-02-060 for additional information.

PERSON RESPONSIBLE: Bruce L. Sailers






KyPSC Case No. 2018-00261
STAFF-DR-02-062(a) Attachment
Page 2 of 2

Ky. P.S.C. Gas No. 2
Second Revised Sheet No. 20

Duke Energy Kentucky, Inc. Cancelling and Superseding
4580 Olympic Bivd. First Revised Sheet No. 20
Erlanger, Kentucky 41018 Page 2 of 2

SECTION | - SERVICE AGREEMENTS (Contd.)
office to contact for such possible assistance.

Whenever a residential customer receiving both gas and electric service has received a termination of
service notice, the customer shall be given the option to pay for and continue receipt of one utility service only.
The Company shall offer extended payment arrangements for the service designated by the customer. If both
the gas and electric service of a residential customer have been previously discontinued for non-payment, the
Company shall reconnect either service upon payment by the customer of the total amount owed on the service
designated by the customer to be reconnected, except as provided in 807 KAR 5:0086, section 15, winter hardship
reconnection.

4. Connection of Service.

Except as provided in Section 15 of the Kentucky Public Service Commission's regulations, the Company
shall reconnect existing service within twenty-four (24) hours, and shall install and connect new service within
seventy-two (72) hours, when the cause for discontinuance or refusal of service has been corrected and the
Company's tariffed rules and Commission's regulations have been met.

5. Change of Address of Customer.

When Customer changes his address he should give notice thereof to Company prior to the date of change.
Customer is responsible for all service supplied to the vacated premises until such notice has been received and
Company has had a reasonable time, but not less than three (3) days, to discontinue service.

If Customer moves to an address at which he requires gas service for any purposes specified in his Service
Agreement, and at which address Company has such service available under the same Rate Schedule, the notice
is considered as Customer's request that Company transfer such service to the new address, but if Company
does not have such service available at the new address the old Service Agreement is considered cancelled. If
Company does have service available at the new address to which a different Rate Schedule applies, a new
Service Agreement including the applicabie Rate Schedule is offered to Customer. Company makes transfer of
service as promptly as reasonably possible after receipt of notice.

6. Successors and Assigns.

The benefits and obligations of the Service Agreement shall inure to and be binding upon the successors
and assigns, survivors and executors or administrators, as the case may be, of the original parties thereto, for the
full term thereof; provided that no assignment hereof shall be made by Customer without first obtaining Company's
written consent.

Issued by authority of an Order of the Kentucky Public Service
Commission dated ,201_in Case No. 2018-00261.
Issued: August 31, 2018

Effective: October 1, 2018

Issued by Amy B. Spiller, President




KyPSC Case No. 2018-00261
STAFF-DR-02-062(d) Attachment

Ky. P.S.C. Gas No. 2 Page 1 of 1
Fourth Revised Sheet No. 25

Duke Energy Kentucky, Inc. Cancelling and Superseding

4580 Olympic Blvd. Third Revised Sheet No. 25

Erlanger, Kentucky 41018 Page 1 of 3

SECTION VI - BILLING AND PAYMENT

1. Billing Periods - Time and Place for Payment of Bills.

Bills ordinarily are rendered regularly at monthly intervals, but may be rendered more or less frequently
at Company's option. Bills may be rendered by hand delivery, mail, electronically, or by any other reasonable
means. Non-receipt of bills by Customer does not release or diminish the obligation of Customer with respect
to payment thereof.

The word "month"” as it pertains to the supply of service shall mean the period of approximately thirty
days between meter readings, as fixed and made by Company. Meters are ordinarily read at monthly
intervals but may be read more or less frequently at Company's option but no less than quarterly. Company
shall have the right to establish billing districts for the purpose of reading meters and rendering bills to
customers at various dates. A change or revision of any Rate Schedule shall be applicable to all bills on
which the initial monthly meter reading is taken on or after the effective date of such change or revision,
except as otherwise ordered by the Kentucky Public Service Commission.

Bills are due on the date indicated thereon as being the last date for payment of the net amount, or as
otherwise agreed to, and bills are payable only at the Company's offices or authorized agencies for collection.
When not so paid, the Gross Monthly Bill, which is the Net Monthly Bill plus 5%, is due and payable. If a
partial payment is made, the amount will be applied to items of indebtedness in the same order as they have
accrued, except that any payment received shall first be applied to the bill for service rendered.

The Company may issue interim bills based on average normal usage instead of determining actual
usage by reading the meter. Interim bills may also be used when access to Company's meter cannot be
obtained or emergency conditions exist.

2. Information on Customer Bills.
Every bill rendered by the Company for metered service will clearly state:

(a) The beginning and ending meter readings for the billing period and the dates thereof.
(b) The amount of energy usage.

The amount due for the energy used, any adjustments, including assessed late payment charges,
and the gross amount of the bill.

The rate code under which the customer is billed.

The date of the last day payment can be made without a late pay charge being assessed.

Any previous balance.

The address, phone number, and business hours of the Company.

The date of the next scheduled meter reading.

The date after which received payments are not reflected in the bill.

The type of service rendered (gas or electric).

The amount, and identification, of any tax or fee the Company is authorized either by state law or
order of the Commission to collect.
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Issued by authority of an Order of the Kentucky Public Service
Commission dated , 201_in Case No. 2018-00261.
Issued: August 31,2018

Effective: October 1, 2018

Issued by Amy B. Spiller, President
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RIDER DSMR

DEMAND SIDE MANAGEMENT RATE

The Demand Side Management Rate (DSMR) shall be determined in accordance with the provisions
of Rider DSM, Demand Side Management Cost Recovery Rider, Sheet No. 61 of this Tariff.

The DSMR to be applied to residential customer bills is $(0.039792) per hundred cubic feet.

A Home Energy Assistance Program (HEA) charge of $0.10 will be applied monthly to residential
customer bills through December 2020.

The DSMR to be appiied to non-residential service customer bills is $0.00 per hundred cubic feet.

Issued by authority of an Order by the Kentucky Public Service
Commission dated February 14, 2018 in Case No. 2017-00427.

Issued: February 21, 2018
Effective: February 14, 2018
Issued by Amy B. Spiller, President /s/ Amy B. Spiller



Duke Energy Kentucky

Case No. 2018-00261

Staff Second Set Data Requests
Date Received: October 10, 2018

STAFF-DR-02-063

REQUEST:
Refer to the Application, Schedule L-2.2. Provide this schedule with proposed additions
indicated by underscoring and proposed deletions indicated inline by strike through.

RESPONSE:

See STAFF-DR-02-063 Attachment for a revised Schedule L-2.2.

PERSON RESPONSIBLE: Bruce L. Sailers






























KyPSC Case No. 2018-00261
STAFF-DR-02-063 Attachment
Page 10 of 91

Ky. P.S.C. Gas No. 2
Second Revised Sheet No. 20

Duke Energy Kentucky, Inc. Cancelling and Superseding
4580 Olympic Blvd. First Revised Sheet No. 20
Erlanger, Kentucky 41018 Page 1 of 2

SERVICE REGULATIONS
SECTION | - SERVICE AGREEMENTS
1. Application for Service.

When a prospective customer desires gas service, an oral application may be accepted by the Company.
However, a written application may be required in special circumstances (e.g., the necessity of using special
apparatus in providing the requested service).

2. Customers' Right to Cancel Service Agreement or to Suspend Service.

Except as otherwise provided in the Service Agreement, Rate Schedules or elsewhere in these Service
Regulations, Customer may give Company ten days notice of desire to cancel the Service Agreement
whenever he no longer requires any gas service for the purposes mentioned in said Agreement. Company will
accept such notice as a cancellation of the Service Agreement upon being satisfied that Customer no longer
requires any such service.

3. Company's Right to Cancel Service Agreement or to Suspend Service.

Company, in addition to all other legal remedies, shall terminate the Service Agreement, refuse or
discontinue service to an applicant or customer, after proper notice for any of the following reasons:

(a) Default or breach of these Service Regulations, after having made a reasonable effort to obtain
customer compliance.

) Non-payment of bills when due.

) Theft, fraudulent representation or concealment in relation to the use of gas.

) Use of gas, by the customer, in a manner detrimental to the service rendered others.

) Upon the basis of a lawful order of the Kentucky Public Service Commission, the State of Kentucky or
any governmental subdivision thereof having jurisdiction over the premise.

()  When a customer or applicant refuses or neglects to provide reasonable access to the premise.

When a dangerous condition is found to exist on the customer's or applicant's premises, the gas service
shall be disconnected without notice, or application for service refused. The Company shall notify the customer
or applicant within 24 hours of such action, in writing, of the reasons for the discontinuance or refusal of service
and the corrective action to be taken by the applicant or customer before service can be restored.

If discontinuance is for non-payment of bills, the customer shall be given at least ten (10) days written
notice, separate from the original bill, and cut-off shall be effected not less than twenty-seven (27) days after the
mailing date of the original bill unless, prior to discontinuance, a residential customer presents to the utility a
written certificate, signed by a physician, registered nurse, or public health officer, that such discontinuance will
aggravate an existing illness or infirmity on the affected premises, in which case discontinuance may be
effected not less than thirty (30) days from the termination date, in writing, of state and federal programs which

SECTION | - SERVICE AGREEMENTS (Contd.)

Issued by authority of an Order of the Kentucky Public Service
Commission dated , 201_in Case No. 2018-00261.
Issued: August 31, 2018

Effective: October 1, 2018
Issued by Amy B. Spiller, President
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may be available to aid in payment of bills and the office to contact for such possible assistance.

Whenever a residential customer receiving both gas and electric service has received a termination of
service notice, the customer shall be given the option to pay for and continue receipt of one utility service only.
The Company shall offer extended payment arrangements for the service designated by the customer. If both
the gas and electric service of a residential customer have been previously discontinued for non-payment, the
Company shall reconnect either service upon payment by the customer of the total amount owed on the service
designated by the customer to be reconnected, except as provided in 807 KAR 5:008, section 15, winter
hardship reconnection.

4. Connection of Service.

Except as provided in Section 15 of the Kentucky Public Service Commission's regulations, the Company
shall reconnect existing service within twenty-four (24) hours, and shall install and connect new service within
seventy-two (72) hours, when the cause for discontinuance or refusal of service has been corrected and the
Company's tariffed rules and Commission's regulations have been met.

5. Change of Address of Customer.

When Customer changes his address he should give notice thereof to Company prior to the date of
change. Customer is responsible for all service supplied to the vacated premises until such notice has been
received and Company has had a reason_able time, but not less than three (3) days, to discontinue service.

If Customer moves to an address at which he requires gas service for any purposes specified in his
Service Agreement, and at which address Company has such service available under the same Rate Schedule,
the notice is considered as Customer's request that Company transfer such service to the new address, but if
Company does not have such service available at the new address the old Service Agreement is considered
cancelled. If Company does have service available at the new address to which a different Rate Schedule
applies, a new Service Agreement including the applicable Rate Schedule is offered to Customer. Company
makes transfer of service as promptly as reasonably possible after receipt of notice.

6. Successors and Assigns.

The benefits and obligations of the Service Agreement shall inure to and be binding upon the successors
and assigns, survivors and executors or administrators, as the case may be, of the original parties thereto, for
the full term thereof; provided that no assignment hereof shall be made by Customer without first obtaining
Company's written consent.

Issued by authority of an Order of the Kentucky Public Service
Commission dated , 201_in Case No. 2018-00261.
Issued: August 31, 2018

Effective: October 1, 2018

Issued by Amy B. Spiller, President
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RATE DGS

DISTRIBUTED GENERATION SERVICE

AVAILABILITY

Available in the Company's entire service territory to customers who enter into a service agreement
that identifies, among other provisions, facilities that are required to serve distributed generation
installations. The facilities contemplated hereunder include, but are not limited to, the equipment
necessary to accommodate non-standard system pressure. The Company reserves the right to
decline requests to initiate or continue service whenever, in the Company's judgment, rendering the
service would be detrimental to the operation of the Company's system or its ability to supply gas to
customers receiving service under the provisions of Rates RS, GS, and FT-L.

CHARACTER OF SERVICE
The service provided under this tariff schedule is firm, on-demand, delivery service.

NET MONTHLY BILL
In addition to the provisions of the applicable firm transportation tariff, the following monthly charges
shall apply for billing purposes.

Administrative Charge
A charge of $25.00 per month shall be assessed for each account to which this service applies.

Monthly Capacity Reservation Charge

The customer shall pay, except when the installation is operating according to the service
agreement, a monthly amount equal to the level of contract capacity stated in the service
agreement, times the capacity reservation charge per CCF. The level of contract capacity is the
customer's estimate of the maximum hourly load in CCF that the installation will require when
operating as intended. The capacity reservation charge equals the delivery charge stated in the
applicable firm transportation service tariff. The minimum monthly capacity reservation charge
shall be $2.00 per installation.

Facilities Charge
The customer shall pay the amount specified in the service agreement.

Delivery Charge
All deliveries, as determined by the Company, shall be billed under the provisions of the
applicable firm transportation service tariff.

LATE PAYMENT CHARGE
Payment of the Net Monthly Bill must be received in the Company's office within twenty-one (21) days
from the date the bill is mailed by the Company. When not so paid, the Gross Monthly bill, which is
the Net Monthly Bill plus five percent (5%), is due and payable.

Issued by authority of an Order of the Kentucky Public Service
Commission dated , 201_in Case No. 2018-00261.
Issued: August 31,2018

Effective: October 1, 2018

Issued by Amy B. Spiller, President
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TERMS AND CONDITIONS
The customer shall enter into a written service agreement with the Company which specifies the type
of service(s) required, operational requirements, the facilities necessary to accommodate the type of
service, and the level of capacity required by customer. The customer and the Company will mutually
agree upon the leve! of contract capacity.

An additional meter shall be installed to separately measure the service hereunder.
The cost of facilities, as described in the service agreement, shall be paid by the customer.

The customer shall have contracted for such interstate pipeline services, including, but not limited to,
firm transportation and no-notice delivery services, that are sufficient to satisfy the installation's
planned operating schedule.

Changes in the level of contract capacity may be requested annually by the customer, on the
anniversary date of the service agreement. Such requests shall be made at least thirty (30) days in
advance of the anniversary date.

The term of contract shall be five years.

SERVICE REGULATIONS
The supplying of, and billing for, service and all conditions applying thereto are subject to the
jurisdiction of the Kentucky Public Service Commission, and to Company's Service Regulations
currently in effect, as filed with the Kentucky Public Service Commission as provided by law.

Issued by authority of an Order of the Kentucky Public Service
Commission dated , 201_in Case No. 2018-00261.
Issued: August 31, 2018

Effective: October 1, 2018

Issued by Amy B. Spiller, President
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RIDER X

MAIN EXTENSION POLICY

AVAILABILITY
Available in entire territory to which tariff Ky.P.S.C. Gas No. 2 applies.

APPLICABILITY
Applicable to gas service supplied in accordance with provisions of the appropriate rate currently in
effect, from the nearest available distribution main when it is necessary to extend such main.

EXTENSION PLAN
1.  Normal Extensions. An extension of one hundred (100) feet or less shall be made by the
Company to an existing distribution main without charge for a prospective customer who shall
apply for and contract to use service for one year or more.

2. Other Extensions. When an extension of the Company’s main to serve an applicant amounts to
more than one hundred (100) feet per customer, the Company may require the total cost of the
excess footage in excess of one hundred (100) feet per customer to be deposited with the
Company by the applicant based on the estimated cost per foot for main extensions.

The applicant will be reimbursed under the following plan:

(i) Each year for a period of up to but not exceeding ten (10) years, which begins on the effective
date of the main extension contract, the Company shall refund to the customer, who paid for
the excess footage, the cost of one hundred (100) feet of the extension in place for each
additional customer connected during the year whose service line is directly connected to the
extension installed, but in no case shall the total amount refunded, including the amount
determined under paragraph (ii), exceed the amount paid to the Company.

(i) Each year for a period of up to but not exceeding ten (10) years, which begins on the effective
date of the main extension contract, the Company shall refund to the customer who paid for
the excess footage, an amount reflecting the positive impact of a subsequent connection or
extension, by analyzing the estimated cost and corresponding revenues resulting from the
subsequent connection or extension. This amount will be paid when the first customer is
connected to the subsequent connection or extension.

(i) If a customer contribution is necessary using the Normal Extension method noted in (1) above,
and the extension is between 100 and 2,000 feet in length, the Company will perform a net
present value (NPV) analysis based upon the total construction costs for the entire length of
the extension, and not just the costs of the extension in excess of 100 feet. The NPV analysis
will take into account all volumetric base distribution revenues and fixed monthly charge
revenues to be received from the customer. The NPV analysis will use the discount rate
applicable per the most recent rate case and assume a term of no less than twenty (20)

Issued by authority of an Order of the Kentucky Public Service
Commission dated , 201_in Case No. 2018-00261.
Issued: August 31,2018

Effective: October 1, 2018

Issued by Amy B. Spiller, President
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consecutive years. [f the NPV calculation is positive or zero, the customer will not be charged
for the construction costs. If the NPV calculation is negative, the customer must deposit with
the Company an amount equal to the results of the NPV calculation, prior to construction
taking place. Any such deposit shall be eligible for a refund consistent with the terms and
conditions of the main extension contract entered into between the Company and the
customer. Further, the customer must continue to receive gas service from the Company at
the same service installation or premises in order to be eligible for a refund. Refunds shall not
exceed the amount of the deposit and shall be limited to a period of ten (10) consecutive years
following the effective date of the main extension contract.

For large commercial and industrial customers with process load, the Company may require a
minimum customer usage commitment for a defined period or term not to exceed six (6) years.

3. An applicant desiring an extension to a proposed real estate subdivision may be required to pay
the entire cost of the extension. Each year for a period of up to but not exceeding ten (10) years,
which begins on the effective date of the main extension contract, the Company shall refund to the
applicant, who paid for the extension, a sum equivalent to the cost of one hundred (100) feet of
the extension installed for each additional customer connected during the year, but in no case
shall the total amount refunded over the ten (10) year period exceed the amount paid to the
Company. There shall be no refunds after the end of the said ten (10) year period.

4. Nothing contained herein shall be construed to prohibit the Company from making extensions
under different arrangements provided such arrangements have been approved by the Kentucky
Public Service Commission.

5. Nothing contained herein shall be construed as to prohibit the Company from making, at its
expense, greater extensions than herein prescribed, should its judgment so dictate, provided like
free extensions are made to other customers under similar conditions.

6. Upon complaint to and investigation by the Kentucky Public Service Commission, the Company
may be required to construct extensions greater than one hundred (100) feet upon a finding by the
Commission that such extension is reasonable.

SERVICE REGULATIONS
The supplying of, and billing for, service and all conditions applying thereto, are subject to the
jurisdiction of the Kentucky Public Service Commission, and to Company's Service Regulations
currently in effect, as filed with the Kentucky Public Service Commission, as provided by law.

Issued by authority of an Order of the Kentucky Public Service
Commission dated ,201_in Case No. 2018-00261.
Issued: August 31, 2018

Effective: October 1, 2018

Issued by Amy B. Spiller, President
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RIDER DSM

DEMAND SIDE MANAGEMENT COST RECOVERY RIDER

APPLICABILITY
Applicable to service rendered under the provisions of Rates RS (residential class), GS, and FT

(non-residential class).

CHARGES
The monthly amount computed under each of the rate schedules to which this rider is applicable
shall be increased or decreased by the DSM Charge at a rate per hundred cubic feet (CCF) of
monthly consumption in accordance with the following formula:

DSM Charge = PC + LR + Pl + BA

Where: PC = DSM PROGRAM COST RECOVERY. For each twelve month period, the PC shall include
all expected costs for demand-side management programs which have been approved by a
collaborative process. Such program costs shall include the cost of planning, developing,
implementing, monitoring, and evaluating DSM programs. Program costs will be assigned for
recovery purposes to the rate classes whose customers are directly participating in the program.
In addition, all costs incurred by or on behalf of the collaborative process, including but not limited
to costs for consultants, employees and administrative expenses, will be recovered through the
PC. Administrative costs that are allocable to more than one rate class will be recovered from
those classes and allocated by rate class on the basis of the estimated avoided pipeline capacity
and commodity costs resulting from each program.

The PC applicable to the residential class shall be determined by dividing the cost of approved
programs allocated or assigned to the residential class by the expected CCF throughput for the
upcoming twelve-month period. Similarly, the cost of approved programs assigned to the non-
residential class shall be divided by the expected CCF throughput for the upcoming twelve-month
period to determine the PC applicable to the non-residential rate class.

LR = LOST REVENUE FROM DECREASED THROUGHPUT RECOVERY. Revenues from lost
throughput due to DSM programs will be recovered through the decoupling of revenues from actual
throughput of the residential class. At the end of each twelve-month period after implementation of
the DSM Charge, the non-variable revenue requirement (total revenue requirement less variable
costs) for the residential class for Duke Energy Kentucky, Inc.’s most recent twelve month period
will be adjusted to reflect changes in the number of customers and the usage per customer as
follows: (1) the non-variable revenue requirement will be multiplied by the

Issued by authority of an Order of the Kentucky Public Service
Commission dated December 29, 2009 in Case No. 2009-00202.
Issued: September 29, 2010

Effective: September 30, 2010

Issued by Julie Janson, President
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CHARGES (Cont’d)

factor obtained by dividing the twelve month average number of customers at the end of the
current twelve-month period by the twelve month average number of residential customers at the
end of the twelve-month period ending December 1994, and (2) the non-variable revenue
requirement will be multiplied by a factor "F" calculated by the following formula:

LR = LOST REVENUE FROM DECREASED THROUGHPUT RECOVERY. (Contd.)
Fo=(1+9)

Where: g = Growth factor - recalculated annually based on the most recent eleven years of
actual customer data. Initially “g” shall be set at -0.0156; and
n = the number of months from December 1994 to the end of the current twelve-month
period.

At the end of each twelve-month period after implementation of the DSM Charge, the difference
between the actual non-variable revenue billed during the twelve-month period and the adjusted
non-variable revenue requirement, as described above, will be determined. This difference ("LR
amount established for the twelve-month period") will be divided by the estimated CCF throughput
for the upcoming twelve-month period to determine the LR for the residential class.

The LR applicable to the non-residential class shall be computed by 1) multiplying the amount of
CCF throughput that will be lost for each twelve-month period as a result of the implementation of
the approved programs times the CCF throughput charge for the applicable rate schedule, less the
variable cost included in the charge; and, 2) dividing that product by the expected CCF throughput
for the upcoming twelve-month period. The lost revenue attributable to decreased throughput to
the non-residential class due to approved programs will be calculated through estimates agreed
upon by the coliaborative process, which may include engineering estimates, of the level of
decreased throughput. Recovery of revenues from decreased throughput calculated for a twelve-
month period for non-residential rate classes shall be included in the LR until terminated by the
implementation of new rates pursuant to a general rate case. Revenues from such decreased
throughput will be assigned for recovery purposes to the rate classes whose programs resulted in
the decreased throughput.

Pl = DSM PROGRAM INCENTIVE RECOVERY. The DSM Program Incentive (Pl) amount shall
be computed by multiplying the net resource savings expected from the approved programs which
are to be installed during the upcoming twelve-month period times fifteen (15) percent. Net
resource savings are defined as program benefits less the cost of the program, where program
benefits will be calculated on the basis of the present value of Duke Energy Kentucky, Inc.'s
avoided gas costs over the expected life of the program, and will include both capacity and

CHARGES (Cont’d)

Issued by authority of an Order of the Kentucky Public Service
Commission dated December 29, 2009 in Case No. 2009-00202.
Issued: September 29, 2010

Effective: September 30, 2010

Issued by Julie Janson, President
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commodity savings. The DSM incentive amount related to programs for the residential class shall
be divided by the expected CCF throughput for the upcoming twelve-month period to determine the
PI for that rate class. The Pl amount related to programs for the non-residential class rates shall
be divided by the expected CCF throughput for the upcoming twelve-month period to determine the
PI for that rate class. DSM incentive amounts will be assigned for recovery purposes to the rate
classes whose programs created the incentive.

BA = DSM BALANCE ADJUSTMENT. The BA is used to reconcile the difference between the amount of
revenues actually billed through the respective DSM Charge components; namely, the PC, LR, and
Pl and previous BA, and the revenues which should have been billed, as follows:

(1) For the PC, the balance adjustment amount will equal the difference between the amount
billed in a twelve-month period from the application of the PC unit charge and the actual cost
of the approved programs during the same twelve-month period.

(2) For the LR applicable to the residential class, the balance adjustment amount will equal the
difference between the amount billed during the twelve-month period from the application of
the LR unit charge and the LR amount established for the same twelve-month period.

For the LR applicable to the non-residential class, the balance adjustment amount will equal
the difference between the amount billed during the twelve-month period from application of
the LR unit charge and the amount of lost revenues determined for the actual DSM program,
or measures implemented during the twelve-month period.

(3) For the PI, the balance adjustment amount will equal the difference between the amount billed
during the twelve-month period from application of the Pl unit charge and the incentive
amount determined for the actuai DSM program, or measures implemented during the twelve-
month period.

(4) For the BA, the balance adjustment amount will equal the difference between the amount
billed during the twelve-month period from application of the BA and the balance adjustment
amount established for the same twelve-month period.

The balance adjustment amounts determined above shall include interest. The interest applied to
the monthly amounts, shall be calculated at a rate equal to the average of the "3-month
Commercial Paper Rate" for the immediately preceding 12-month period. The total of balance
adjustment amounts shall be divided by the expected CCF throughput for the upcoming twelve-
month period to determine the BA. DSM balance adjustment amounts will be assigned for
recovery purposes to the rate classes to which over or under-recoveries of DSM amounts were
realized.

CHARGES (Cont’d)

Issued by authority of an Order of the Kentucky Public Service
Commission dated December 29, 2009 in Case No. 2009-00202.
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All costs recovered through the DSM Charge will be assigned or allocated to Duke Energy
Kentucky, Inc.'s electric or gas customers on the basis of the estimated net electric or gas resource
savings resuiting from each program.

DSM CHARGE FILINGS

The filing of modifications to the DSM Charge shall be made at least thirty days prior to the
beginning of the effective period for billing. Each filing will include the following information as
needed:

(1) A detailed description of each DSM program developed by the collaborative process, the total
cost of each program over the twelve-month period, an analysis of expected resource
savings, information concerning the specific DSM or efficiency measures to be installed, and
any applicable studies which have been performed, as available.

(2) A statement setting forth the detailed calculation of each component of the DSM Charge.

Each change in the DSM Charge shall be applied to customers’ bills with the first billing cycle of the
revenue month which coincides with, or is subsequent to, the effective date of such change.

SERVICE REGULATIONS
The supplying of, and billing for, service and all conditions applying thereto, are subject to the
jurisdiction of the Kentucky Public Service Commission, and to Company's Service Regulations
currently in effect, as filed with the Kentucky Public Service Commission, as provided by law.

Issued by authority of an Order of the Kentucky Public Service
Commission dated December 29, 2009 in Case No. 2009-00202.

Issued: September 29, 2010
Effective: September 30, 2010
Issued by Julie Janson, President
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RIDER DSMR
DEMAND SIDE MANAGEMENT RATE
The Demand Side Management Rate (DSMR) shall be determined in accordance with the provisions
of Rider DSM, Demand Side Management Cost Recovery Rider, Sheet No. 61 of this Tariff.
(R)

The DSMR to be applied to residential customer bills is $(0.039792) per hundred cubic feet.

A Home Energy Assistance Program (HEA) charge of $0.10 will be applied monthly to residential
customer bills through December 2020.

The DSMR to be applied to non-residential service customer bills is $0.00 per hundred cubic feet.

Issued by authority of an Order by the Kentucky Public Service
Commission dated February 14, 2018 in Case No. 2017-00427.

Issued: February 21, 2018
Effective: February 14, 2018
Issued by James P. Henning, President /s/ James P. Henning
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RIDER WNA
WEATHER NORMALIZATION ADJUSTMENT RIDER

APPLICABILITY

Applicable to all customers receiving service under Rate RS, Residential Service, and Rate GS,

General Service.

DETERMINATION OF WNA

The distribution charge per Ccf for gas service as set forth in Rates RS and GS shall be adjusted by
an amount herein under described as the Weather Normalization Adjustment (WNA).

The WNA shall apply to all Rate RS and Rate GS bills during the November through April billing
periods. The WNA shall increase or decrease accordingly by month. The WNA will not be billed
during the billing periods of May through October. Customer base loads and heating sensitivity
factors will be determined by rate class and adopted from the most recent order of the Kentucky
Public Service Commission (KYPSC) approving such factors to be used in the application of this

Rider.

The WNA shall be computed by rate class using the following formula:

(HSF;  (NDD — ADD))

WNA; = R; *
' ' (BL; + (HSF; * ADD)

Where:

i = A rate schedule or billing classification within a rate schedule

WNA; = Weather Normalization Adjustment Factor for the ith rate schedule or
classification expressed as a rate per Ccf.

R; = Weighted average rate (distribution charge) of temperature sensitive sales for the
ith schedule or classification.

HSF; = Heat sensitivity factor for ith rate schedule or classification.

NDD = Normal billing cycle heating degree days (based upon Company's 30-year
normal period adopted from the most recent order of the KYPSC approving such
normal for use in the application of this Rider.

ADD = Actual billing cycle heating degree days.

BL; = Base load for the ith rate schedule or classification.

Issued by authority of an Order of the Kentucky Public Service
Commission dated . 201 _in Case No. 2018-00261.
Issued: August 31, 2018

Effective: October 1, 2018
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GAS COST ADJUSTMENT CLAUSE
APPLICABILITY

The charge to each customer for the cost of gas shall be the appropriate Gas Cost Adjustment Rate
applied to the customer's monthly consumption. This charge is applicable to all Company sales that
are under the jurisdiction of the Kentucky Public Service Commission (Commission).

DETERMINATION OF GCA

The Company, unless otherwise ordered by the Commission, shall file a monthly report with the
Commission which shall contain an updated gas cost adjustment rate (GCA) and shall be filed at
least twenty (20) days prior to the beginning of the billing period in accordance with an Order in Case
No. 2006-00144.

The GCA is comprised of:

(1) The expected gas cost component (EGC) on a dollar per Mcf basis, rounded to the nearest 0.1
cent, which represents the average cost of gas supplies including propane. Estimated monthly
net charge offs on a dollar per Mcf basis, rounded to the nearest 0.1 cent, will be added to the
EGC.

(2) The supplier refund adjustment (RA) on a dollar per Mcf basis, rounded to the nearest 0.1 cent,
which reflects refunds received during the reporting period plus interest at a rate equal to the
average of the "3-month Commercial Paper Rate" for the immediately preceding 12-month
period, less 1/2 of 1 percent to cover the cost of refunding.

(3) The actual adjustment (AA) on a dollar per Mcf basis, rounded to the nearest 0.1 cent, which
compensates for any previous over or under collections of gas cost experienced and net charge
offs by the Company through the operation of this gas cost recovery procedure.

(4) The balance adjustment (BA) on a dollar per Mcf basis, rounded to the nearest 0.1 cent, which
compensates for any over or under collections which have occurred as a result of prior
adjustments.

HEDGING PLAN

In accordance with the approved hedging plan, Duke Energy Kentucky, Inc., will utilize fixed price
contracts without cost averaging and no-cost collars for gas purchases within the range of volumes
defined in the plan for up to eighteen (18) months from the time of the transaction. On or before each
May 15, the Company shall file a report of its hedging activities for the twelve (12) months ended the
previous March 31 that also identifies all existing hedging arrangements for future purchases.

BILLING

The gas cost recovery rate to be applied to the customers' bills shall equal the sum of the following
components:

GCA=EGC+RA+AA+BA

Issued by authority of an Order of the Kentucky Public Service
Commission dated , 201_in Case No. 2018-00261.
Issued: August 31, 2018

Effective: October 1, 2018

Issued by Amy B. Spilier, President
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DEFINITIONS

For purposes of this tariff:

(A) "Average Cost" means the cost of gas supplies, including associated transportation and storage
charges and propane, which results from the application of suppliers' rates currently in effect, or
reasonably expected to be in effect during the three (3) month period, on purchased volumes
during the twelve month period ending with the reporting period, divided by the corresponding
sales volume. This includes the cost of all gas supplies acquired through hedging instruments,
including the cost of the hedging instruments themselves, acquired under a hedging plan
approved by the Commission and under the terms and conditions of this tariff.

(B) "GCA" means the sum of the expected gas cost component plus the supplier refund adjustment
plus the actual adjustment plus the balancing adjustment; i.e., GCA = EGC + RA + AA + BA.

(C) "Billing period” means each of the four three-month periods of (1) December, January, and
February; (2) March, April, and May; (3) June, July, and August; (4) September; October, and
November.

(D) "Reporting Period" means the three (3) month accounting period that ended approximately fifty-
Five days prior to the filing date of the updated gas cost adjustment rates.

Issued by authority of an Order of the Kentucky Public Service
Commission dated , 201_in Case No. 2018-00261.
Issued: August 31, 2018

Effective: October 1, 2018

Issued by Amy B. Spiller, President


































Duke Energy Kentucky

Case No. 2018-00261

Staff Second Set Data Requests
Date Received: October 10, 2018

STAFF-DR-02-064

REQUEST:

Refer to Sailers Testimony at 17, line 7, in which Mr. Sailers states that the ASRP is to be
eliminated and the company proposes to transition the costs to base rates. Explain the
impact these costs had on the cost-of-service study (COSS) and the rates the company
proposed.

RESPONSE:

In the Company’s Rider ASRP rate calculations, costs have been allocated to each
of the four rate groups using the “Weighted Customers — Services” allocator (K403) that
was approved in Case No. 2009-00202. In the Company’s current Application, ASRP
costs are rolled into base rates. Services, including services installed under Rider ASRP,
continue to be allocated using an updated K403 allocator.

Once the ASRP costs are allocated to the rate class revenue requirements, witness
Sailers uses the revenue requirements to develop the base rates proposed. Information on

the development of base rates can be found in Schedule L. and witness Sailers’ testimony.

PERSON RESPONSIBLE: James E. Ziolkowski
Bruce L. Sailers



Duke Energy Kentucky

Case No. 2018-00261

Staff Second Set Data Requests
Date Received: October 10, 2018

STAFF-DR-02-065

REQUEST:

Refer to the Sailers Testimony, at 10, line 5, and BLS-2. The COSS for FT-L Customer
Charge is $207.73 and IT Customer Charge is $495.62. Explain how the proposed rates
are charging a rate that approximates the cost of providing service to these customers.
RESPONSE:

The Rate FT-L and Rate IT monthly customer charge of $430.00 was established by a
Commission order in Case No. 2009-00202. This Commission order was developed in
conjunction with a settlement filed in that case by knowledgeable parties agreeing that
the stipulated rates are reasonable for providing service to these customers.  The
Company does not propose a change to this customer charge for Rate FT-L and Rate IT
customers. Of additional note, most all Rate FT-L customers also take service under Rate
IT. Customers taking service under both Rate FT-L and Rate IT only pay one monthly

customer charge.

PERSON RESPONSIBLE: Bruce L. Sailers



Duke Energy Kentucky

Case No. 2018-00261

Staff Second Set Data Requests
Date Received: October 10, 2018

STAFF-DR-02-066

REQUEST:

Refer to BLS-7, explain why Duke Kentucky did not propose to average the cost of the
three options provided under the Interruptible Monthly Balancing Service tariff.
RESPONSE:

Duke Energy Kentucky proposes to keep only one option under the Interruptible Monthly
Balancing Service tariff due to the convergence of the charges for the existing 3 options.
There is such a slight difference in the charges of $0.1089/MCF, $0.1092/MCF, and
$0.1097/MCF that Duke Energy Kentucky concluded it is reasonable and in the

customer’s interest to provide the option with the most flexibility.

PERSON RESPONSIBLE: Bruce L. Sailers



Duke Energy Kentucky

Case No. 2018-00261

Staff Second Set Data Requests
Date Received: October 10, 2018

STAFF-DR-02-067

REQUEST:

Refer to the Direct Testimony of James E. Ziolkowski (Ziolkowski Testimony) in Case
No. 2009-00202, on page 6 and Attachment JEZ-1 (page 1 of 5). Mr. Ziolkowski stated
that Duke Kentucky was proposing a Residential Customer Charge of $30.00, even
though according to the COSS, as well as the attachment, the Residential Customer
Charge was approximately $25.

a. Explain the changes between the 2009-00202 COSS and the COSS in the
pending case that warrants such a difference in the proposed Residential Customer
Charge.

RESPONSE:

As referenced above, Mr. Ziolkowski showed a 2009-00202 COSS value of
$25.11 for the Rate RS customer charge. In this proceeding, attachment BLS-2 of
witness Sailers’ testimony shows a value of $24.61 for the Rate RS customer charge.
There is not a large difference between the referenced values. However, as noted, the
proposed customer charge in the 2009-00202 case for Rate RS was $30.00 and the
proposed customer charge in this proceeding for Rate RS is $17.50.

The primary difference between the two proposed values lies in the rate designs

proposed. In the 2009-00202 case, Duke Energy Kentucky proposed a modified straight-



fixed variable (SFV) design. In this proceeding, the Company proposes a modest
increase in the Rate RS customer charge and proposes a new rider, Rider WNA.

PERSON RESPONSIBLE: Bruce L. Sailers



Duke Energy Kentucky

Case No. 2018-00261

Staff Second Set Data Requests
Date Received: October 10, 2018

STAFF-DR-02-068

REQUEST:

Refer to the Ziolkowski Testimony, again in Case No. 2009-00202, at page 12, Mr.
Zioikowski states that in his opinion "the fixed cost recovery rate design Duke Kentucky
is proposing is better than its current residential rate design."

a. Explain what has changed to reflect such a change in philosophy in the
current case.

RESPONSE:

The proposed rate design in the current case does not necessarily reflect a change
in philosophy. In Case No. 2009-00202, the Company proposed a higher customer
charge to partially decouple revenues from sales. This modified straight fixed variable
rate design was not implemented as it was withdrawn as part of the settlement in that
case.

In this proceeding, Duke Energy Kentucky proposes to increase the Rate RS
customer charge modestly and, in addition, proposes to implement Rider WNA. Rider
WNA will provide benefits to customers and provide the Company with the opportunity,
but not the guarantee, to collect annual revenue requirements more consistently through
weather normalized delivery charges. The Company reserves the option to revisit
customer charge levels in future proceedings.

PERSON RESPONSIBLE: Bruce L. Sailers



Duke Energy Kentucky

Case No. 2018-00261

Staff Second Set Data Requests
Date Received: October 10, 2018

STAFF-DR-02-069

REQUEST:
Refer to the Application, at 5, paragraph 10, in which Duke Kentucky acknowledges that
the concept of a WNA has been approved by the Commission for approximately 20
years.
a. Provide an explanation as to why Duke Kentucky waited until now to propose the
adjustment in this case.
b. Explain how Duke Kentucky would respond if the Commission were to allow the
WNA as a pilot program.
RESPONSE:

a. The proposed weather normalization adjustment mechanism is a form of
decoupling, i.e., reducing the impact of volumetric risk from the Company’s
ability to recover its revenue requirement. In its last base rate case filing, Case
No. 2009-00202, the Company proposed to implement straight-fixed variable
rates (SFV), which would have obviated the need for a weather normalization
adjustment. As part of a settlement with the Attorney General, the Company
withdrew that SFV request and, in exchange for other consideration, agreed to a
reduced overall revenue increase. In its two prior cases, Case No. 2001-00192
and Case No. 2005-00202, the focus was the Company’s accelerated main

replacement program (AMRP) and recovery of the costs related to that program.



b. The Company would implement the program as a pilot if the Commission so
ordered. However, it should be noted that volumetric sales in Duke Energy
Kentucky’s service territory are impacted by weather similar to the other
Kentucky LDCs that have received authorization to fully implement their
respective WNAs beyond a “pilot.” Given that the WNA for other LDC has
demonstrated its efficacy, the Company believes it is not necessary to “pilot” the

program.

PERSON RESPONSIBLE: William Don Wathen Jr.



Duke Energy Kentucky

Case No. 2018-00261

Staff Second Set Data Requests
Date Received: October 10, 2018

STAFF-DR-02-070
REQUEST:

Refer to the Direct Testimony of John J. Spanos (Spanos Testimony), page 11, regarding
the decommissioning study of the production site.
a. Identify and describe the production site upon which the decommissioning
study is based.
b. Provide a copy of the decommissioning study performed by Arcadis, U.S.,
Inc.
¢. Provide the expected retirement date of the production site.
d. Explain how the full decommissioning costs were escalated to the time of
retirement.

RESPONSE:

a.—b. Please see the Arcadis, U.S., Inc. Decommissioning Study (STAFF-DR-
02-070 Attachment).

c. The probable retirement date of the Erlanger Gas Plant in 2024. Please see
page III-5 of the Depreciation Study.

d. The full decommissioning cost was not escalated to the time of retirement.
The total decommissioning amount of $684,000 was divided into the
terminal retirements to achieve the terminal net salvage of negative 10

percent.

PERSON RESPONSIBLE: John J. Spanos
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Gas Plant Demolition and Cavern Closure Budgetary Estimate

Asbestos Containing Materials

Estimated costs assume that the ACM survey will be conducted in general accordance with ASTM E2356
Standard Practice for Comprehensive Building Asbestos Surveys. American Society for Testing Materials
(ASTM) E2356 meets the applicable requirements of current Environmental Protection Agency (EPA)
National Emissions Standards for Hazardous Air Pollutants (NESHAP) Standard 40 CFR 61, Subpart M
(Asbestos), EPA Asbestos Hazard Emergency Response Act (AHERA) Standard 40 CFR 763, Subpart E,
and Occupational Safety and Health Administration (OSHA) asbestos survey and/or sampling regulations.

Estimated costs also assume that the asbestos survey will include accessing, surveying, and sampling
readily and safely accessible interior and exterior building areas as well as roofing systems. Suspect
homogeneous areas (HAs) will be inventoried and representative bulk samples will be collected and
submitted for laboratory analysis. Each bulk asbestos sample will be submitted to a National Voluntary
Laboratory Accreditation Program (NVLAP) accredited laboratory for analysis using Polarized Light
Microscopy (PLM) coupled with dispersion staining as outlined in the EPA's "Method for the
Determination of Asbestos in Bulk Building Materials” (EPA-600/R-93, July 1993).

The condition and approximate location and quantity of each identified ACM will be documented for
incorporation in a survey report. The results of the survey will be utilized in planning demolition activities.
As directed by Duke, for this budgetary estimate, Arcadis has assumed that there is no ACM present on
the Site.

LLead Based Paint

Estimated costs include representative testing of suspect surfaces for the presence of lead to facilitate
contractor compliance with OSHA Standard 29 CFR 1926.62, Lead in Construction. The lead paint
sampling will be conducted in general accordance with applicable EPA and United States Department of
Housing and Urban Development (HUD) lead-paint chip sampling protocols. The paint chip samples
collected will be submitted for analytical testing by a National Lead Laboratory Accreditation Program
(NLLAP) accredited laboratory. Results of lead testing will help define building materials which may
require special handling and disposal requirements as part of the demolition.

Naturally Occurring Radioactive Materials

Estimated costs for this task include performing a general scan and inspection of buildings, piping, and
equipment to identify the presence of NORM using handheld field equipment. Results will be compared
to background readings to determine proper handling, transportation, and disposal techniques. Cost
estimates do not include laboratory analysis of material for the presence of NORM.

Universal Wastes and Other Regulated Wastes

Estimated costs assume a Universal Waste survey of potentially regulated materials for compliance with
the Resource Conservation and Recovery Act (RCRA) Universal Waste Rule (UWR) and Subtitle C
hazardous waste regulations will be conducted at each in scope structure. The survey will include only
aboveground investigations and an inventory of readily accessible materials. No sampling of universal
waste materials is included in the budgetary estimates for this project.

arcadis.com
GACOMMON\Duke\Erlanger, KYADuke Energy Erlanger Plant Budgetary Estimate 3-28-2018.docx 2
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Gas Plant Demolition and Cavern Closure Budgetary Estimate

Pre-Qualification of Contractors

A list of contractors that are qualified and suited for the project will be established. Each contractor will be
requested to submit information to pre-qualify for the work to be performed. At minimum, this will include:

e Safety metrics [Total Recordable Incident Rate (TRIR), Lost Time Incident Rate (LTIR) and
Experience Modification Rate (EMR) for the last 3 years + year-to-date)

¢ Company specific information and capabilities

e Documentation that Duke-specific contract requirements (e.g., financial security, insurance, bonding
capacity, training) can be met

o Project descriptions for previously completed or ongoing projects that are similar in scope of work

From the list of qualified contractors, up to four bidders for the project will be selected to bid on the
project.

Bid Documents

This task assumes that a SOW document and bid form will be prepared to obtain competitive bids from
contractors qualified to perform the anticipated tasks. The SOW document will incorporate local and state
requirements applicable to the work to be performed and Duke-specific requirements. The SOW will also
incorporate relevant available analytical data for the sampling completed in the pre-demolition survey task
and specifications for tasks to be completed. A draft bid form will be prepared for the project based on
input from Duke. For this budgetary estimate, it is assumed that one primary contractor would be
selected to perform the entire project with the expectation that the primary contactor would subcontract
specialty trades to complete certain tasks such as cavern abandonment.

Pre-Bid Meeting

Bid documents will be distributed to the bidders and a 1-day pre-bid meeting and Site walk with the pre-
qualified contractors will be held. The pre-bid meeting will be used to discuss the overall project scope
with bidders and the Site walk will allow each Contractor to inspect each area in detail. A question and
answer (Q&A) log will be maintained and answers will be provided to bidders.

Bid Evaluation

Once bids have been received, each submittal will be reviewed in detail. Contractors will be contacted for
clarifications, as needed. A phone interview will be conducted with each bidder for up to one hour each to
discuss their overall approach to the project as part of the evaluation process. This information will be
used to provide Duke with an evaluation matrix that summarizes and ranks the bids received based on
safety, technical approach, overall understanding of the scope, and cost.

arcadis.com
GACOMMON\Duke\Erfanger, KYADuke Energy Erlanger Plant Budgetary Estimate 3-29-2018.docx 4
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Gas Plant Demolition and Cavern Closure Budgetary Estimate

Erlanger Gas Plant

Storage Shed — Used to store used oil and miscellaneous supplies. Steel frame and sheet metal
approximately 18’ x 16’ x 10’ high on a concrete slab on grade.

Fire Extinguisher Sheds (x4) — Used to house firefighting equipment. Steel frame and sheet metal
approximately 6" x 6" x 8 high on a concrete slab on grade.

Control Room and Boiler Room — The front 1/3 of the building houses the plant control room and the
rear 2/3 houses plant boilers. The control room is constructed of Concrete Masonry Unit (CMU) while
the boiler room is steel frame and sheet metal. The overall building dimensions are 60’ x 33’ x 15’
high on a slab on grade.

Vaporizer Room — Used for conversion of liquids to vapor and vapor mixing prior to distribution. Steel
frame and sheet metal approximately 59’ x 32’ x 15’ high on a concrete slab on grade.

Compressor Building — Used to house plant compressors and associated equipment and piping.
Steel and sheet metal construction approximately 60’ x 50’ x 18 high on a concrete slab on grade
with below grade floor drains.

Exterior Manifold and Warner-Lewis System — Located in the northeast portion of the plant. Various
above grade piping and facility appurtenances.

Cooling Tower — Used to provide water cooling to the plant. A steel mechanical system
approximately 25’ x 20’ x 12’ high on a concrete pad with perimeter sump 2’ to 3’ wide ranging in
depth from 4’ to 7.

Maintenance Building — Used for storage of generél maintenance equipment and supplies. Steel and
sheet metal approximately 19’ x 25’ 10’ high on a concrete slab on grade.

Electrical Substation and Transformer — Chain link fencing around various electrical equipment.

Liquid Natural Gas Feeder Tank — Oil tank remaining from historical site operations. Approximately
1,000 gallons in capacity with 500 gallons residual oil.

Propane Offloading Area — Historically used for railroad offloading, currently used for truck offloading
of propane. Steel frame and sheet metal approximately 8’ x 11’ x 8 high on a slab on grade and
various above grade piping.

Wesner Building — Steel container box approximately 20" x 12’ x 9’ high.

The M&R building is a 19’ x 16’ x 10° CMU building with a larger underground basement area,
approximately 39’ x 16’ x 10’ deep. Arcadis understands that the M&R building, basement, and
associated exterior piping will remain through demolition and is not included in the demolition scope.
Therefore, Arcadis has also assumed that the perimeter Site fence and gate would remain in place.

Per Duke, any utility re-routes to this building will be conducted internally and costs for utility re-routes are
not included in the budgetary estimate. A photolog of in scope structures is included at Appendix A.

arcadis.com
GA\COMMON\Duke\Erianger, KY\Duke Energy Erlanger Plant Budgetary Estimate 3-29-2018.docx 6
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PLANS AND SPECIFICATIONS

MINED LP-GAS STORAGE CAVERN

NEAR CONSTANCE, KENTUCKY

FOR

THE UNION LIGHT. HEAT AND POWER CO.
COVINGTON, KENTUCKY

BY

FENIX & SCISSON, INC.
TULSA, OKLAHOMA
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STORAGE CAVERN
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Duke Energy Kentucky

Case No. 2018-00261

Staff Second Set Data Requests
Date Received: October 10, 2018

STAFF-DR-02-071

REQUEST:

Refer to the Spanos Testimony, Attachment JJS-1, 2017 Depreciation Study. Provide a
schedule comparing, by account, the survivor curves, cost of removal percent, salvage
value percent, net salvage percent, annual accrual rate, and the composite remaining life
for the current depreciation rates, with the same information for the proposed
depreciation rates shown on pages 51 and 52 of the Depreciation Study.

RESPONSE:

The attached schedule, STAFF-DR-02-071 Attachment, sets forth a comparison of
survivor curves, net salvage percent, annual accrual rate and composite remaining life of

the current depreciation rates to the proposed depreciation accrual rates.

PERSON RESPONSIBLE: John J. Spanos



STAFF-DR-02-071
ATTACHMENT
IS BEING FILED
ELECTRONICALLY AND
- PROVIDED ON
CD



KyPSC Case No. 2018-00261
STAFF-DR-02-071 Attachment

Page Lof 1
DUKE ENERGY KENTUCKY
GAS PLANT
COMPARISON OF CURRENT AND PROPOSED SURVIVOR CURVES, NET SALVAGE PERCENT
AND ANNUAL DEPRECIATION RATES RELATED TO GAS PLANT
CURRENT PROPOSED
NET ANNUAL COMPOSITE NET ANNUAL COMPOSITE
SURVIVOR SALVAGE ACCRUAL REMAINING SURVIVOR SALVAGE ACCRUAL REMAINING
ACCOUNT CURVE PERCENT RATE LIFE CURVE PERCENT RATE LIFE
[§)] 2 3} )] {5 (3] 4] ) (]
PRODUCTION PLANT
2041 RIGHTS OF WAY 50-8Q 0 - - 50-8Q * 0 0.02 5.0
2050 STRUCTURES AND IMPROVEMENTS 50-R4 (5) 0.40 368 55-R4 M {10} 470 5.8
2110 LIQUEFIED PETROLEUM GAS EQUIPMENT 35-815 (5} 245 245 55-R2.5 M {10} 8.86 6.8
DISTRIBUTION PLANT
2741 RIGHTS OF WAY 65-R4 0 139 386 70-R4 0 1.04 39.8
2750 STRUCTURES AND IMPROVEMENTS 50-R2.5 {10} 1.12 294 60-R2 {5 1.44 54.8
MAINS
2761 CASTIRON, COPPER AND ALL VALVES 41-R25 (20) 0.48 103 47-R25 (20} 870 15.2
2762 STEEL 53-R25 (20) 204 322 65-R2.5 (20) 164 442
2763 PLASTIC 50-R2.5 {20) 2.56 437 70-R3 (20) 1.53 578
2765 STEEL FEEDER LINES 53-R2.5 {20) 204 32 85-R2.5 (20) 1.48 485
2780 MEASURING AND REGULATING STATION EQUIPMENT - GENERAL 40-R1 {5) 2.08 238 52-R1.6 {25) 2.04 433
2781  MEASURING AND REGULATING STATION EQUIPMENT - ELECTRONIC 15-82.5 (5) 1.38 11.8 25-82 {25) 6.37 12.8
2782 MEASURING AND REGULATING STATION EQUIPMENT - DISTRICT 50-R25 (75) 37t 341 55-R2 (25) 1865 482
SERVICES
2801 CASTIRON, COPPER AND ALL VALVES 40-R1.5 (35) - 16.3 40-R2 (25) 527 208
2802 STEEL 38-R1 {35) 135 21.0 42-R2 (25) 3.34 29.8
2803 PLASTIC 42.R1.5 {35) 2.80 26.0 48-80.5 {25) 2.38 394
2810 METERS 37-R3 10 271 218 17-L0 0 10.77 120
2820 METER INSTALLATIONS 37-R3 [} 3.16 258 30-S0 0 3.82 204
2830 HOUSE REGULATORS 44-R1.5 10 287 287 42-R15 [} 215 318
2840 HOUSE REGULATOR INSTALLATIONS 44-R1.5 0 3.02 325 50-R3 0 1.59 375
2850 INDUSTRIAL MEASURING AND REGULATING STATION EQUIPMENT 32-R2 {10} 322 19.3 42-R2 (10) 0.60 276
285t  INDUSTRIAL MEASURING AND REGULATING STATION EQUIPMENT - ELECTRONIC 32-R2 {10y 258 101 25-R25 {10} 3.64 102
2870 OTHER EQUIPMENT 12-25 0 1077 53 17-R3 0 - -
2871 STREET LIGHTING EQUIPMENT 30-52.5 ] 373 16.2 35-82.5 0 176 15.8
GENERAL PLANT
2910 OFFICE FURNITURE AND EQUIPMENT 20-sQ 0 5.48 98 20-SQ [} - h -
2911 OFFICE FURNITURE AND EQUIPMENT - ELECTRONIC DATA PROCESSING 5-sQ 0 20.00 NA 5-sQ 0 22.95 33
2921 TRANSPORTATION EQUIPMENT - TRAILERS 11-R2 5 - 4.0 14-R1.5 5 - -
2940 TOOLS, SHOP AND GARAGE EQUIPMENT 25-5Q o 4.01 122 25-8Q 0 470 92
2970 COMMUNICATION EQUIPMENT 15-8Q 0 6.67 NA 16-8Q 0 6.76 14.5
2980 MISCELLANEOUS EQUIPMENT 20-sQ [} - 155 20-sQ 0 1320 55
* LIFE SPAN PROCEDURE WAS USED. CURVE SHOWN iS INTERIM SURViVOR CURVE.
“* NEW ADDITIONS AFTER JANUARY 1, 2018 WILL HAVE THE FOLLOWING RATES:
ACCOUNT RATE
2910 OFFICE FURNITURE AND EQUIPMENT 5.00
2921 TRANSPORTATION EQUIPMENT - TRAILERS 6.99
NOTE: ADDITIONS FOR NEW ACCOUNTS AFTER JANUARY 1, 2018 SHOULD USE THE FOLLOWING RATES:
ACCOUNT - RATE
2920 TRANSPORTATION EQUIPMENT 8.70

2960 POWER OPERATED EQUIPMENT 6.90



Duke Energy Kentucky
Case No. 2018-00261
Staff Second Set Data Requests
Date Received: October 10, 2018
STAFF-DR-02-072
PUBLIC
REQUEST:
Refer to the Direct Testimony of William Don Wathen Jr. (Wathen Testimony), pages 6
and 7, regarding the implementation of advanced metering in its territory.

a. Provide a comparison of the projected costs contained in Case No. 2016-00152
and actual costs by account number and name, by month, from the beginning
of the advanced metering program through the end of the forecasted test year.

b. Provide a comparison of the projected cost savings contained in Case No. 2016-
00152 and actual cost savings by account number and name, by month, from
the beginning of the advanced metering program through the end of the
forecasted test year.

c. Identify and explain any changes to the projected cost savings since the
Commission issued the final Order in Case No. 2016-00152.

d. Explain why the meter reading expense is not zero when the opt-out fee

associated with the advanced meters is designed to cover meter-reading

expenses.



RESPONSE:

CONFIDENTIAL PROPRIETARY TRADE SECRET (As to Attachment (b)1
Only)

a. Please see STAFF-DR-02-072(a) Attachment for a comparison by month of the

projected costs contained in Case No. 2016-00152 and actual or forecasted costs
from the beginning of the advanced metering program through the end of the
forecasted test year. All costs are non-recurring project costs, with capital costs
recorded in FERC Account 297 and O&M expenses charged to FERC Account
902. Projected gas costs from Case No. 2016-00152 are based upon the rows
titled “Gas Modules (All)”, “Gas Module Installation (Small & Medium)”,
“Gas Module Installation (Large)”, “Gas Accessories”, “Material Loaders —
Gas”, and “AMI Internal Labor — Gas” on the “Cash Flow — by Month Year”
tab of AG-DR-01-069 Attachment provided in Case No. 2016-00152. Actual

" costs by month through September 30, 2018, and the remaining projected costs
by month from October 1, 2018, through the end of the forecasted test year
(March 31, 2020) are provided as a comparison to the projected costs from Case
No. 2016-00152.

b. Duke Energy Kentucky provided projected total cost savings for the AMI
deployment project by month in response to Confidential AG-DR-02-009 in
Case No. 2016-00152, and showed how those projected cost savings were
allocated to gas service by year in response to STAFF-DR-01-034 in the same
case. The Company did not show the projected cost savings by account, but
believes they would have been in meter reading expenses Account 902. See

STAFF-DR-02-72(b) Confidential Attachment 1 for the Confidential Response



to AG-DR-02-009 and STAFF-DR-02-072(b) Attachment 2 which is STAFF-
DR-01-034 from Case No. 2016-00152.

The savings from the AMI deployment are evident from the significant
reduction in meter reading expense Account 902, as noted in the testimony of
William Don Wathen, Jr., page 7, and in response to STAFF-DR-02-016. In
that response, it is apparent that savings related to meter expense have already
been realized inasmuch as the 2017 actual expense is about half the historical
average expense in that account. For the test year, metering expense are less
than $16,000, compared to an average of about $800,000 over the past few
years.

c. The Company provided its revised projected cost savings for electric service in
response to AG-DR-01-074(c) in Case No. 2017-00321. The revised projected
cost savings account for the delay in the project resulting from the
Commission’s order not being received until May 2017.

d. Duke Energy Kentucky’s opt-out fee is not designed to cover meter-reading
expenses for customers who do not opt-out or the gas-only customers whose
meters are read via a drive-by AMR device attached to their meter.
Furthermore, the opt out fee would be recorded as revenue and the expense

incurred to read such meters will still be recorded in Account 902.

PERSON RESPONSIBLE: William Don Wathen Jr.



STAFF-DR-02-072
ATTACHMENT (a)

IS BEING FILED
ELECTRONICALLY AND
PROVIDED ON
CD






CONFIDENTIAL PROPRIETARY TRADE
SECRET

STAFF-DR-02-072
ATTACHMENT 1(b)

FILED UNDER SEAL



STAFF-DR-02-072
ATTACHMENT 2(b)

IS BEING FILED
ELECTRONICALLY AND
PROVIDED ON
CD



























KyPSC Case No. 2018-00261
STAFF-DR-02-072(b) Attachment 2
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Duke Energy Kentucky

Case No. 2018-00261

Staff Second Set Data Requests
Date Received: October 10, 2018

STAFF-DR-02-073

REQUEST:
Refer to the Wathen Testimony, page 11, lines 15-20.

a. Explain why Duke Kentucky chose to model the WNA after Atmos and not
another Commission-approved WNA mechanism.

b. Explain how the WNA affects a customer who participates in budget billing.

RESPONSE:

a. The Atmos’ model was the most like a model used by a Duke Energy
Kentucky affiliate, Piedmont Gas (Tennessee) and was deemed by the
Company the easiest to implement.

b. As is the case currently for customers participating in budget billing, their
bills will be calculated assuming no budget billing (i.e., including a WNA
adjustment) and the calculated bill will be compared to their payments under
the budget billing program. Any difference is reconciled, as it is currently, in

subsequent billing cycles.

PERSON RESPONSIBLE: Bruce L. Sailers



Duke Energy Kentucky

Case No. 2018-00261

Staff Second Set Data Requests
Date Received: October 10, 2018

STAFF-DR-02-075

REQUEST:
Restate pages 1 and 3 of Attachment WDW-3, showing the revenue impact resulting
from the reduction in the federal corporate income tax rate from 35 percent to 21 percent
as set forth in the TCJA using rate base from the forecasted period rather than
capitalization. In restating pages 1 and 3 of Attachment WDW-3, use the long-term
interest rate of 4.398 percent, the short-term interest rate of 4.250 percent, and the
Requested Return on Equity of 9.900 percent as shown in the Application, Schedule J-1,
page 2.
RESPONSE:
See Attachment Staff-DR-02-075 (Revised Attachment WDW-3).xls
Note:
- Revised to compare 2009 capitalization to avg rate base from 1/1/18-3/31/19.
o This is inconsistent with the precedent established by the Commission in
Case No. 2017-00321.
- Adjusts the long-term and short-term debt rates for rates applicable in the
forecasted test period 4/1/19 through 3/31/20.
o This is inconsistent with the precedent established by the Commission in
Case No. 2017-00321 and applies debt rates for a period beyond the

deferral period being addressed in Attachment WDW-3.



- Adjusts the ROE for rates applicable in the forecasted test period 4/1/19 through
3/31/20.

o This is inconsistent with the precedent established by the Commission in
Case No. 2017-00321 and applies an ROE that has not been approved for
the deferral period.

- The requested changes in the request above fail to address any implications to the
capital structure. The revised attachment makes an assumption that, along with
the changes in the rates for debt and equity, the capital structure would follow.

o This is inconsistent with the precedent established by the Commission in
Case No. 2017-00321 and applies a capital structure that has not been

approved for the deferral period.

PERSON RESPONSIBLE: William Don Wathen Jr.



STAFF-DR-02-075
ATTACHMENT
IS BEING FILED
ELECTRONICALLY AND
PROVIDED ON
CD



Duke Energy Kentucky
Case No. 2018-00261
Adjustment to Test Period Revenue Requirements

KyPSC Case No. 2018-00261

STAFF-DR-02-075

REVISED ATTACHMENT WDW-3

Page 1 of 3

1  Basis for Return Component of Revenue Requirement
2 Pre-Tax Return

3 Increase/(Decrease) in Annual Revenue Requirement
4 Deferral from Jan 1, 2018, through Mar 31, 2019

5  Amortize over five years

Case No. Rate Base
2009-00202 ¥ From Fpi® Difference
$253,750,235 $313,675,239 $59,925,004
10.78% 8.96% -1.82%
$27,351,443 $28,107,055 $755,611
$0
$0

Page 3 0of 3

(a)(3) - (bX(3)

No request for recovery in Test Period revenue requirement

Line 4 + 5 years

Note: ™ As approved.

) per [nstruction from Staff-DR-02-075, "...using rate base from the forecasted period rather than capitalization.”






KyPSC Case No. 2018-00261
STAFF-DR-02-075
REVISED ATTACHMENT WDW-3
Page 3 of 3
Duke Energy Kentucky
Case No. 2018-00261
Weighted-Average Cost of Capital (Pre-Tax)

So4 v Approved Capitalization in Case No. 2009-00202 (w/ GRCF @ 35% FIT and 10.375% ROE}. ...~ .
13-MoAwg.Bal. [ | %ofTotal [ Cost | Weighted Cost | | GRCF ] | Pre-TaxROR
Common Equity $411,218,278 50.80% 10.375% 5.270% 1.6437800 8.66%
Long-Term Debt 352,923,437 43.60% 4.703% 2.050% 1.0043490 2.06%
Short-Term Debt 45,403,690 5.61% 1.009% 0.057% 1.0043490 0.06%
Total Capitalization $809,545,405 100.00%  After-Tax WACC--> 7.377% Pre-Tax WACC--> 10.78%

“13-Month Avg Capitalization for Period AETER Deferral Period from Schedule’

13-l\vllo’Av’g.’B’a’I.(‘a)] [ %oftotal ||  cost™ || weighted Cost | | GReE | | re-Tax ROR

Common Equity +16621,113,054 50.75% < 9.900% 5.025% - .7:1.3524750 . 6,80%
Long-Term Debt 518,128,763 42.34% P 4398% L LBE2% 1.0043490 1.87%
Short-Term Debt 84,508,435 6.91% S4250% 0,293% < "1/0043490° 0:29%
Total Capitalization $1,223,750,252 100.00%  After-Tax WACC--> 7:180%  Pre-Tax WACC--> : . 8.96%

Notes: {a) These rates and capital structure have been not authorized by the Commission for the deferral period.



Duke Energy Kentucky

Case No. 2018-00261

Staff Second Set Data Requests
Date Received: October 10, 2018

STAFF-DR-02-074

REQUEST:
Refer to the Wathen Testimony, pages 17 and 18, regarding the lower federal income tax
for the period January 1, 2018, through March 31, 2019.
a. Further, explain this statement and how the lower federal taxes for the period listed
above were addressed by Duke Kentucky in Case No. 2018-00036.
b. Also, refer to attachment WDW-3 regarding Duke Kentucky's return on
capitalization from Case No. 2009-00202 to the forecasted period in this case.
(1) Explain why it is appropriate to include $75,139,690 in additional
capitalization in the calculation of the Increase/(Decrease) in Duke
Kentucky's Annual Revenue Requirement.
(2) Explain why Duke Kentucky used the average of capitalization as of
12/31/17 and 3/31/19 rather than the monthly average for the 16-month
period ending 3/31/19.
3) Explain why, in the calculation of Attachment WDW-3, page 3, the ROE
of 10.375 percent approved in Case No. 2009-00202 is used, rather than

the requested ROE of 9.90 percent in its current Application.

¥ Case No. 2018-00036, Kentucky Industrial Utility Customers, Inc. v. Duke Energy Kentucky, Inc., (Ky.
PSC Jan. 25, 2018).



RESPONSE:

a.

As was proposed in the testimony of Mr. Wathen in Case No. 2018-00036, the

Company’s proposal was to reflect the increase in revenue requirement produced by

the significantly higher capitalization during the current period which is offset by

the lower income tax expense.

(D

On December 21, 2017, the Kentucky Industrial Utility Customers, Inc.,
(KIUC) filed a complaint against Duke Energy Kentucky, Louisville Gas
& Electric Company, Kentucky Utilities, and Kentucky Power
(collectively, the “Defendants”) alleging “that because of the tax expense
savings that the Defendants will almost certainly receive from the Tax
Cuts and Jobs Act, Defendants rates will no longer be fair, just, and
reasonable beginning on January 1, 2018.”

On January 25, 2018, the Commission, on its own motion, created
a separate docket to investigate the complaint filed by KIUC in Case No.
2017-00477 “that due to the federal corporate income tax reduction, the
rates of Duke Energy Kentucky...are no longer fair, just, and reasonable.”

As discussed in the Company’s response in that case, “[u]tility
rates must be set to a level that allows the Company the opportunity to
recover all its reasonable expenses, including taxes and to provide its
shareholders with an opportunity to earn a fair return on their capital

investment. The average capital investment from January 1, 2018,

° In Re: Complaint and Petition For the Establishment of a Regulatory Liability to Provide Consumers a
Rate Reduction Because of Tax Savings Expense Savings, Filed by the KIUC on December 21, 2017, in
Case No. 2017-00477.



)

3)

through March 31, 2019, is significantly higher than the average capital
investment used to set the Company’s current base rates. As Attachment
WDW-3 illustrates, the Company base rates do not provide sufficient
revenue to provide shareholders with a fair, just, and reasonable rate of
return, even with the reduction in the federal income tax rate resulting
from the Tax Cuts and Jobs Act of 2017 (TCJA).

It should be noted that the same methodology, reflecting the
increase in capitalization, was proposed by the Company and
approved by the Commission in the most recent electric rate case,
Case No. 2017-00321.

Using beginning and ending balance simplified the calculation. The
magnitude of the deficiency is such that use of thirteen-month average
would show the same result, i.e., that the change in the Company’s return
requirements significantly offsets the benefit of the lower income taxes
from the TCJA.

In Case No. 2009-00202, the Commission approved a settlement between
the Attorney General and the Company that included an ROE of
10.375%. Until the Commission modifies the ROE used to set base rates,
the Company’s ‘authorized’ return on equity is 10.375%. For the entire
period addressed in Attachment WDW-3, the authorized return for the
Company is 10.375% and, if the Commission approves the 9.90% ROE

being requested in this case, that ROE will not be effective until April 1,



2019. On the same date, new base rates will reflect the all benefits of the
TCIA.

It should be noted that the same methodology, using the return
on equity applicable for the deferral period, was proposed by the
Company and approved by the Commission in the most recent

electric rate case, Case No. 2017-00321.

PERSON RESPONSIBLE: William Don Wathen Jr.



Duke Energy Kentucky

Case No. 2018-00261

Staff Second Set Data Requests
Date Received: October 10, 2018

STAFF-DR-02-076

REQUEST:

Refer to the Ziolkowski Testimony, page 5, lines 5-13. Explain any differences in
methodology between the COSS in the pending Application and the COSS filed in Case
No. 2009-00202.

RESPONSE:

The COSS in the pending Application is substantially similar to the COSS filed in Case
No. 2009-00202. Following are differences between the two studies:

e The COSS in the pending Application contains reports that show the allocation of
each of the classified costs for each function to the rates. These extra reports add
clarity to the analysis because the reviewer can see the functionalization of each
cost and the allocation of each classified cost. The total COSS report sums up the
costs from each of the classified cost allocation tabs.

e Allocation factors in the pending COSS appear at the bottom of each report tab

instead of separate tabs.



e The pending COSS uses a simpler methodology to develop the customer-related
percentage of total mains costs. The previous COSS included a Handy-Whitman
analysis to determine the minimum cost. The current COSS calculates the cost
per foot of installed pipe, and selects the least-cost diameter as the minimum. The
resulting customer percentage in the current study is 15.75% versus 15% from the
previous case.

PERSON RESPONSIBLE: James E. Ziolkowski



Duke Energy Kentucky

Case No. 2018-00261

Staff Second Set Data Requests
Date Received: October 10, 2018

STAFF-DR-02-077

REQUEST:
Refer to the Ziolkowski Testimony, page 10, line 2. Explain why giving recognition to
load-factor is important for a COSS.
RESPONSE:
Another name for Average and Excess Demand is “used and unused capacity.”

The American Gas Association book Gas Rate Fundamentals, Fourth Edition states that

the gas system load factor is the ratio, expressed as a percent, of used capacity (MCF
sold) to total capacity. Used capacity costs represent the average capacity requirements
of each rate class. Unused (excess) capacity costs are related to the costs above the
average requirements for the rate class. Unused costs are allocated to the various classes
in the ratio that the individual group demands, in excess of used (or average) demands,
bear to the summation of such excess demands.

Load factor is important to gas cost allocation because a specific class of
customer might have a relatively low average usage (low load factor), but might
contribute substantially to the system peak on certain days of the year. Because the
average usage is allocated based on MCF throughput and the excess demand is allocated
based on peak demands, the group in this example would receive a different amount of
allocated costs as compared to a group with a high load factor.

PERSON RESPONSIBLE: James E. Ziolkowski



Duke Energy Kentucky

Case No. 2018-00261

Staff Second Set Data Requests
Date Received: October 10,2018

STAFF-DR-02-078

REQUEST:

Refer to the Ziolkowski Testimony, page 12, line 4. Provide the meter cost study.

RESPONSE:
The meter cost study is contained within the cost-of-service study as “WP FR-16(7)(v)

Gas Meters At December 31, 2017”.

PERSON RESPONSIBLE: James E. Ziolkowski



Duke Energy Kentucky

Case No. 2018-00261

Staff Second Set Data Requests
Date Received: October 10, 2018

STAFF-DR-02-079
REQUEST:

Refer to the Ziolkowski Testimony, page 16, lines 15-17.

a. Explain why Duke Kentucky chose 15 percent as the subsidy/excess reduction
amount.

b. Explain why Duke Kentucky chose to allocate the rate increase to customer
classes based on rate base.

RESPONSE:

a. The Company selected to reduce the subsidy/excess by 15 percent to avoid
extremely large increases for any rate classes, and to avoid decreases for other
classes. The Company employed the concept of gradualism in this decision.

b. The Company defines subsidy/excess as the difference in Rate of Return
(ROR) for a given rate class from the average Company ROR as filed in the
case. A rate class with an ROR less than the average ROR is being
subsidized. A rate class with an ROR greater than the total ROR is
subsidizing other classes. Because the analysis is based solely on ROR, both
the present revenues and the revenue increase must be allocated on rate base
to ensure that all classes will have ROR’s equal to the average ROR when the
subsidy is completely eliminated.

PERSON RESPONSIBLE: James E. Ziolkowski



Duke Energy Kentucky

Case No. 2018-00261

Staff Second Set Data Requests
Date Received: October 10,2018

STAFF-DR-02-080

REQUEST:
Refer to the Application, Schedule B-3.2, page 2 and 3.

a. FERC Acct. No. 376, Mains - Cast Iron & Copper, Acct. No. 381, Meters, and
Acct. No. 391, Electronic Data Processing reflect a debit Accumulated
Balance in column (E). Explain the conditions that support a debit
Accumulated Balance for these accounts.

b. Company Acct. No. 108, Retirement Work in Progress has a debit
Accumulated Balance in column (E). Provide a detailed summary that shows
the individual components of this account.

c. Ordering paragraph 2 of the Commission's Final Order in Case No. 2016-
00152 required Duke Kentucky to use a 15-year depreciable life for its gas
modules.” The calculated Depreciation Expense for FERC Acct. No. 381,
Meters, has a Proposed Accrual Rate of 10.77 percent, or approximately 9.28
years. Reconcile the difference between the 15-year depreciable life as
ordered by the Commission, and the 9.28 year calculated Depreciation

Expense that is in the forecasted period.

 Case No. 2016-00152 at 17.



RESPONSE:

a.

For Account No. 376, Mains - Cast Iron & Copper, the debit balance in
accumulated depreciation is primarily due to cost of removal. More cost of
removal charges has been recorded to the account than what has been accrued,
causing Account 108 to have a debit balance. For Account No. 381, Meters,
and Account No. 391, Electronic Data Processing, the debit in Account 108 is
primarily due to retirement activity. If assets are retired before they have
reached their depreciable life, a debit will remain in Account 108 after
retirement.

Account 108, Retirement Work in Process (RWIP) has a debit balance
because it primarily represents costs incurred to remove retired assets. Costs
of removal and salvage are initially charged to the RWIP account until the
associated project is complete and unitized. Once the project is unitized, the
amounts will move out of the RWIP account and will offset the accrued cost
of removal reserve or accumulated depreciation. The attached file, STAFF-
DR-02-080 Attachment 1, shows the detailed break out of Company Acct. No.
108 Retirement Work in Progress by project ID.

The gas modules are recorded within FERC Account 397 — Communication
Equipment (Company Account 297). Assets within Account 397 are
depreciating using an average service life of 15 years. Refer to Line 9 on

Schedule B-3.2, Page 3.

PERSON RESPONSIBLE: Cynthia S. Lee



STAFF-DR-02-080
ATTACHMENT 1
IS BEING FILED
ELECTRONICALLY AND
PROVIDED ON
CD














































































Duke Energy Kentucky

Case No. 2018-00261

Staff Second Set Data Requests
Date Received: October 10, 2018

STAFF-DR-02-081

REQUEST:

Refer to Duke Kentucky's response to Staff's First Request, Item 13, regarding the
calculation of capital construction project slippage factor. Explain the large variation in
the slippage factor for the years 2010, 2014, 2016, and 2017.

RESPONSE:

While responding to this request, the company discovered an error in the data provided in
the response to Staff’s First Request, Item 13 which affected the data for the year 2011.
Please see revised schedule which also contains requested explanations for slippage

factors in STAFF-DR-02-081 Attachment.

PERSON RESPONSIBLE: Robert H. “Beau” Pratt



STAFF-DR-02-081
ATTACHMENT

IS BEING FILED
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CD



KyPSC Case No. 2018-00261
STAFF-DR-02-081 Attachment

Page 1 of 1
DUKE ENERGY KENTUCKY, INC.
CASE NO. 2018-00261
Duke Enegy Kentucky, Inc.
Calculation of Capital Construction Project Slippage Factor

Source: Schedule 13a - Construction Projects

(in millions)

Year Annual Actual Cost  |Annual Original Budget Variance in Dollars | Variance as Percent  |Slippage Factor
2008} $ 311$ 3318 2 4.559% 95.441%
2009] $ 3118 341% 2 6.825% 93.175%
2010 § 1918$ 2518 6 22.177% 77.823%
2011} $ 1318% 1318 (1) -3.937% 103.937%
20121 $ 18 1% 18 1% (0) -1.147% 101.147%
2013[ $ 983 91% 0) -2.810% 102.810%
2014} $ 818 14 |$ 6 41.062% 58.938%
2015( $ 13]1% 14| % 1 8.805% 91.195%
2016] $ 3218 2218 (10) -45.479% 145.479%
2017) $ 50]$ 44| $ 6) -13.150% 113.150%

10-Year Average Slippage $ 226 $ 2251 9% (0) -0.148% 100.148%

Costs include AFUDC - Debt
Explanations for slippage factors in certain years, as requested:

2010 - Lower Customer Adds and project delays

2014 - Postponed East Work project, lower IT spend and lower customer adds

2016 - Higher than anticipated customer adds and integrity management partially offset accelerated service replacement project
2017 - Higher than anticipated service replacements offset by a delay in AMI meter deployment



Duke Energy Kentucky

Case No. 2018-00261

Staff Second Set Data Requests
Date Received: October 10, 2018

STAFF-DR-02-082

REQUEST:
Refer to Duke Kentucky's response to Staff's First Request, Item 17.

a. Confirm that Schedule B-4 is the only schedule or workpaper affected by
the CWIP error.

b. If the response to Item a. above cannot be confirmed, provide corrections
to all affected schedules and workpapers.
RESPONSE:
Schedule B-4 is the only schedule / workpaper that was affected by the CWIP correction.

PERSON RESPONSIBLE: Cynthia S. Lee



RDuke Energy Kentucky

Case No. 2018-00261

Staff Second Set Data Requests
Date Received: October 10, 2018

STAFF-DR-02-083

REQUEST:

Refer to Duke Kentucky's response to Staff's First Request, Item 19, regarding The
Allowance for Funds Used During Construction (AFUDC). Explain the basis for the
capital structure used in the AFUDC computation.

RESPONSE:

Duke Energy Kentucky calculates the AFUDC rate following the prescribed
methodology in FERC-CFR Electric Plant Instruction 3 (17); and per FERC’s permission
(5/27/1982 letter to CG&E and Subs) to allow DEK to calculate AFUDC rate on a
monthly basis using the balances and cost rates for all the long term debt and equity

capital components as of the end of the immediately preceding month.

PERSON RESPONSIBLE: Cynthia S. Lee



Duke Energy Kentucky

Case No. 2018-00261

Staff Second Set Data Requests
Date Received: October 10,2018

- STAFF-DR-02-084

REQUEST:

Refer to Duke Kentucky's Attachment that was provided in response to Staff's First
Request, Item 42, regarding employee fringe benefits. Explain the large increase from the
12 months preceding the base period to the fringe benefits paid in the base period.
RESPONSE:

Refer to tick mark B) in the attachment (STAFF-DR-01-042) that was provided in
response to Staff's First Request, Item 42. “The main drivers of the unfavorable variance
for the 24-month period in question are the favorable retiree medical expense in 2017 due
to a curtailment credit recognized in 2017 tied to a plan changes, and the 2017 favorable

true up adjustment of Basic Life.”

PERSON RESPONSIBLE: Renee H. Metzler



Duke Energy Kentucky

Case No. 2018-00261

Staff Second Set Data Requests
Date Received: October 10, 2018

STAFF-DR-02-085

REQUEST:
Refer to Duke Kentucky's response to Staff's First Request, Item 51, regarding
professional service expense.

a. Indicate if any changes have occurred since the test year of Duke
Kentucky's last base rate case, the effective date of these changes, and the reasons for
these changes.

b. Provide the professional service expense for the base period, the test
period, and the three years preceding the base period.

RESPONSE:

a. There have been no significant changes outside the ordinary course of

business as contracts get renegotiated from time to time.

b. See Staff-DR-02-085 Attachment for 3 years preceding the base period
amounts. See Schedule F-5 for amounts included in the base period and
forecasted test periods.

PERSON RESPONSIBLE: (a) Legal

(b) Michael Covington as to historical data
Sarah E. Lawler as to base period and test period



STAFF-DR-02-085 b
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Duke Energy Kentucky
Case No. 2018-00261
Staff Second Set Data Requests
Date Received: October 10, 2018
STAFF-DR-02-086
PUBLIC
REQUEST:
Refer to Duke Kentucky's response to Staff's First Request, Item 61. For the forecasted test
year, provide the following information as it relates to lobbying activities:

a. For each registered lobbyist, the dollar amount and percentage of the lobbyist's
salary, fringe benefits, any incentive pay, and expense reports recorded below
the line, and any lobbying activities cost reflected in Duke Kentucky's proposed
cost of service.

b. The dollar amount of any lobbying activity allocated to Duke Kentucky from
Duke Energy or any of its subsidiaries, along with a statement in which these
costs are recorded and account numbers where these costs are recorded (above
or below the line).

RESPONSE:

CONFIDENTIAL PROPRIETARY TRADE SECRET (As to Attachment only)

a. Please see Confidential STAFF-DR-02-086a Attachment CONFIDENTIAL
(being filed under seal of a Petition for Confidential Treatment) for the dollar
amount and percentage of the lobbyist’s salary, fringe benefits, and incentive
pay, and expense reports recorded below the line. There are no lobbying

activity costs reflected in Duke Kentucky’s proposed cost of service.



b. There are no lobbying activities allocated to Duke Kentucky from Duke Energy

or any of its subsidiaries recorded above or below the line.

PERSON RESPONSIBLE: Sarah E. Lawler



CONFIDENTIAL PROPRIETARY TRADE
SECRET

STAFF-DR-02-086
ATTACHMENT

FILED UNDER SEAL



Duke Energy Kentucky

Case No. 2018-00261

Staff Second Set Data Requests
Date Received: October 10,2018

STAFF-DR-02-087

REQUEST:

In Case No. 2003-00386,!° the Commission authorized Duke Kentucky to file its Gas
Cost Adjustment clause (GCA) monthly due to high price volatility in the gas market at
the time and large over- and under-recoveries caused by price spikes in December 2000
and February 2003. Provide a detailed explanation as to whether Duke Kentucky still
believes that a monthly GCA is reasonable.

a. If Duke Kentucky still considers a monthly GCA to be reasonable then
provide supporting documentation.

b. If not, explain whether Duke Kentucky would consider calculating its
Excepted Gas Cost as a weighted average cost of gas supply reasonably
expected to be experienced during the quarter the GCA will be applied for
billings.

RESPONSE:

Prior to 2003, the GCA was calculated quarterly, and there were occasions when
natural gas prices changed by more than $1 per dth immediately after filing a new GCA.
Since the rate was set for 3 months, this resulted in large over or under collections that

went into subsequent Actual Adjustments. In 2003, Duke Energy Kentucky received

10 Case No. 2003-00386, Monthly Adjustments to Expected Gas Cost Component of Gas Cost Adjustment
Rate, (Ky. PSC Order Nov. 6, 2003).



approval to begin filing monthly, updating the estimated commodity cost of gas each
month, while still only updating demand charges and adjustments quarterly.

Since that time, the market has become more stable, but there is still a fair amount
of volatility. For example, the NYMEX closing price that was used to calculate the
Expected Gas Cost portion of the GCA for January 2017 was $0.811 higher than what
would have been used to set a quarterly GCA for the months of December 2016 —
February 2017. Coupled with what is normally a high usage month, this would have
resulted in a substantial under collection had the GCA been calculated quarterly.
Therefore, Duke Energy Kentucky still believes that a monthly GCA is reasonable.

a. See STAFF-DR-02-087 Attachment.

b. Not applicable.

PERSON RESPONSIBLE: Jeff L. Kern






Duke Energy Kentucky

Case No. 2018-00261

Staff Second Set Data Requests
Date Received: October 10, 2018

STAFF-DR-02-088

REQUEST:

When a third party/contractor damages Duke Kentucky's property, explain in detail
whether Duke Kentucky charges the third party/contractor for 100 percent of the
associated repair costs.

RESPONSE:

Duke Energy Kentucky has acquired the services of Project Resources Group (PRG), a
third-party vendor contracted by Duke Energy to perform field investigations, process
invoices, and recover costs associated with public damages to Duke Energy Kentucky
assets and facilities. The PRG group invoices 100% of the cost of the replacement or
repair of the asset/facility including but not limited to the cost of the labor, material and
equipment it takes to complete the construction and restore the lines and services
impacted by the damage. (Also includes 100% of the loss of gas calculation).

The restoration efforts include re-lighting of any services, valve operations and surface

restoration due to the damage that occurs.

PERSON RESPONSIBLE: Gary Hebbeler
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