


























































































































































































































Duke Energy Kentucky
Case No. 2019-00271
Staff’s Third Set Data Requests
Date Received: November 8, 2019
STAFF-DR-03-038
REQUEST:
Refer to Duke Kentucky’s response to Staff’s Second Request, Item 47.

a. Provide and explain the provisions of the Automatic Landlord program.

b. Explain why the Automatic Landlord program is not included in Duke Kentucky’s
tariff.

RESPONSE:

a. The Automatic Landlord Program is a program whereby property owners, landlords
and/or property management companies have entered in to an agreement that allows
residential or non-residential utility service to be automatically transferred in to the
name of the property owner, landlord or property management company when a
tenant requests service to be taken out of their name. This program allows service
to automatically revert without interruption, and does not require the property
owner, landlord or property management company to contact the Company to
request the service be put into their name. The automatic transfer does not occur if
service in the tenant’s name has been disconnected for non-payment.

b. The Company did not think that it was necessary to include the Automatic Landlord
program in the tariff. As required and directed by the Commission, the Company
will provide a description of the offered service in the tariff.

PERSON RESPONSIBLE: Retha Hunsicker — a.
Jeff L. Kern —b.



Duke Energy Kentucky

Case No. 2019-00271

Staff’s Third Set Data Requests
Date Received: November 8, 2019

STAFF-DR-03-039

REQUEST:
Refer to Duke Kentucky’s response to Staff’s Second Request, Item 48.

a. Since Duke Kentucky no longer plans on charging a deposit to property owners
who enroll in the Revert to Owner program, confirm that a waiver of 807 KAR
5:006, Section 8, is no longer required for this program.

b. Provide the provisions of the proposed Revert to Owner program as they stand now.

RESPONSE:

a. The requested waiver is no longer needed.

b. The final design of the future Revert to Owner program is near final and will allow
property owners, landlords and/or property managers (collectively “landlords™) to
request the Company to automatically transfer utility service back to their name
between tenants. Landlords will have the ability to enroll in the program via self-
service on the Company’s website or with a customer care specialist, and, as
described in the Company’s response to STAFF-DR-02-048, landlords who enroll
in this program will not be assessed a deposit when starting service.

Additionally, when the Revert to Owner program is implemented in late
2022, landlords will have access to a new online portal to manage their properties,
including adding and removing specific units or premises. This online portal will

also allow landlords to view the status of the service at each location; i.e., if the



service is on or off, whose name the service is in, and request service to be
connected or disconnected. Furthermore, landlords will be able to view and pay
bills in the aggregate through the portal, and enroll in eligible billing and payment
programs. The online portal will also facilitate an annual recertification process to

allow landlords to verify which properties they own or manage.

PERSON RESPONSIBLE: Retha Hunsicker



Duke Energy Kentucky

Case No. 2019-00271

Staff’s Third Set Data Requests
Date Received: November 8, 2019

STAFF-DR-03-040

REQUEST:
Refer to Duke Kentucky’s response to Staff’s Second Request, Item 56.

a. State whether Duke Kentucky is aware of the 2018 Kentucky Corporation tax
reform that provided a tax credit against income tax and limited liability entity for
property tax paid on business inventory.

b. State whether Duke Kentucky took a tax credit on its 2018 Kentucky corporation
income tax return for the property tax paid on business inventory.

c. Provide the 2019 Kentucky Public Service Company Property Tax Notice as issued
by the Kentucky Department of Revenue.

RESPONSE:

a. Yes, Duke Energy Kentucky was aware of the 2018 Kentucky tax reform which
provided a tax credit against income and limited liability entity taxes for property
tax paid on business inventory.

b. No, Duke Energy Kentucky did not take the credit on its 2018 Kentucky return.

¢. The 2019 Kentucky Public Service Company Property Tax Notice has yet to be
issued by the Kentucky Department of Revenue. The notice is expected to be
received and in its final amount in the following year, first or second quarter of

2020, as similar timing in years past has proven.

PERSON RESPONSIBLE: John Panizza



Duke Energy Kentucky

Case No. 2019-00271

Staff’s Third Set Data Requests
Date Received: November 8, 2019

STAFF-DR-03-041

REQUEST:

Refer to Duke Kentucky’s response to Staff’s Second Request, Item 60. Identify and
explain the reason(s) Duke Kentucky’s transmission expense more than doubled from 2018
to 2021.

RESPONSE:

The response to STAFF-DR-02-060 included the following explanation: “Note that 2018
included a one-time credit as a result of FERC order 494. This $7 million credit was for
RTEP charges incurred by the Company in prior periods that were never charged to
customers in base rates or any riders.” Therefore, transmission expense did not double from
2018 to 2021. Rather the year over year increases reflect the expected increase in expenses

for network integrated transmission service (NITS).

PERSON RESPONSIBLE: Christopher M. Jacobi



Duke Energy Kentucky

Case No. 2019-00271

Staff’s Third Set Data Requests
Date Received: November 8, 2019

STAFF-DR-03-042

REQUEST:

Refer to Duke Kentucky’s response to Staff’s Second Request, Item 65. Explain where the
provision for upfront payment for pole foundations, brackets, or wiring equipment is
located in Duke Kentucky’s current tariff.

RESPONSE:

In the Company’s service regulations, Section IV — Company’s Installation (Sheet No. 23)
states in the first paragraph that the Company “...shall not be required to install or maintain
any lines or equipment, except meters, or transformers, on Customer’s side of the point of
delivery without cost to Customer.” For avoidance of doubt, the Company is proposing the
addition of paragraph 12 to the Terms of Service for Rate LED (Sheet No. 64), which states
“For Lighting installations requiring investments exceeding the Company’s standards and
where additional facilities are required as discussed above, lighting customer must pay the
cost of the additional facility investment upfront or 1.0117% of the cost of the additional

facility investment amount monthly.”

PERSON RESPONSIBLE: Jeff L. Kern



Duke Energy Kentucky

Case No. 2019-00271

Staff’s Third Set Data Requests
Date Received: November 8, 2019

STAFF-DR-03-043

REQUEST:
Refer to Duke Kentucky’s response to Staff’s Second Request, Items 68 and 91, and the
Reynolds Testimony, page 9, Table 1.

a. Confirm that under Duke Kentucky’s proposed treatment of the Electric
Transportation Pilot Program, up to $1,116,150 of expenses related to the program
would be deferred over three years, including an estimated $52,500 of O&M
expenses related to the Electric Transit Bus Charging Program.

b. Explain why Duke Kentucky did not propose the Electric Transportation Pilot
Programs as part of its Demand-Side Management Program.

RESPONSE:

a. Please reference Staff’s Second Request, Item 122, Attachment 1 and the Direct
Testimony of Sarah Lawler, page 17. Duke Energy Kentucky is requesting a
deferral up to $1,441,150 in O&M expenses over the pilot term. Please note that
$17,500 of DCFC O&M expenses have been subtracted from the budgeted amount
of $1,458,650 shown in Attachment 1. This includes an estimated $17,500 of O&M
expenses related to the Electric Transit Bus Charging Program.

b. Duke Kentucky did not propose this pilot under the DSM program as more data is
required to determine the effects of EV charging on the Duke Kentucky system.

The primary purpose of these programs is to gather data and determine the ability



of customers to participate. Subsequent future programs may be proposed under the

appropriate mechanisms following the conclusion of the Pilot programs.

PERSON RESPONSIBLE: Lang Reynolds



Duke Energy Kentucky

Case No. 2019-00271

Staff’s Third Set Data Requests
Date Received: November 8, 2019

STAFF-DR-03-044

REQUEST:

Refer to Duke Kentucky’s response to Staff’s Second Request, Item 70. Indicate when
Duke Kentucky changed its practice and began dispatching separate crews for electric and
gas reconnections.

RESPONSE:

Duke Energy Kentucky began dispatching separate crews for electric and gas

reconnections in July 2014.

PERSON RESPONSIBLE: Jeff L. Kern



Duke Energy Kentucky

Case No. 2019-00271

Staff’s Third Set Data Requests
Date Received: November 8, 2019

STAFF-DR-03-045

REQUEST:

Refer to Duke Kentucky’s response to Staff’s Second Request, Item 75, and the Direct

Testimony of Zachary Kuznar, PhD (Kuznar Testimony), page 8.

a.

b.

Explain which market was used to project expected annual revenues of $800,000.
Refer also to Duke Kentucky’s response to Staff’s Second Request, Item 80.
Explain whether the reduced size of the proposed battery would impact the

projected annual revenues. If so, provide the revised projection.

RESPONSE:

a.

This was based on historical market data for the PJM Regulation Market for a
resource following the Regulation D signal.
The revenue from participating in the regulation market is largely determined by
the MW size of the battery. The reduction in size from 5.5MW to 3.4MW will
reduce the projected annual revenue. We are projecting an initial annual revenue of
$500,000 for this project. This was reflected in the cost benefit analysis provided
as a response to STAFF-DR-02-079(b).

The projected revenue only includes the benefit provided by PIJM’s
regulation D market for frequency regulation. It does not include what will
eventually come out of FERC Order 841 in PJM once it is finalized. FERC issued

its Order 841 on February 15, 2018, in which it directed regional grid operators to



remove barriers to the participation of electric storage in wholesale markets. By
directing the regional grid operators to establish rules that open capacity, energy,
and ancillary services markets to energy storage, the Order affirms that storage
resources must be compensated for all of the services provided and moves toward

leveling the playing field for storage with other energy resources.

PERSON RESPONSIBLE: Zachary Kuznar



Duke Energy Kentucky

Case No. 2019-00271

Staff’s Third Set Data Requests
Date Received: November 8, 2019

STAFF-DR-03-046

REQUEST:

Refer to Duke Kentucky’s response to Staff’s Second Request, Items 80 and 82,
Attachment. Explain whether the reduced size of the proposed battery would impact the
estimated project costs. If so, provide the revised estimate and itemized breakdown of the
revised cost.

RESPONSE:

Duke Energy Kentucky prepared a revised cost estimate in response to STAFF-DR-02-
082. This estimate was adjusted to reflect the reduced size of the battery and the latest cost
estimates we have received for similar projects. The revised estimate is slightly less than

the initial $8.2MM capex that was proposed for this project.

PERSON RESPONSIBLE: Zachary Kuznar



Duke Energy Kentucky

Case No. 2019-00271

Staff’s Third Set Data Requests
Date Received: November 8, 2019

STAFF-DR-03-047

REQUEST:

Refer to Duke Kentucky’s revised response to Staff’s Second Request, Item 85, (filed Nov.
8, 2019) and the application, Schedule F-6, line 26. Explain whether the total rate case
expense regulatory asset amortization was carried to Schedule C-2, as specified in footnote
(A).

RESPONSE:

The total rate case expense amortization was carried to Schedule C-2 in two parts.

The current case (Case No. 2019-00271) amount of $135,335 was carried to the
Summary of Forecasted Period Pro Forma Adjustments at WPC-2e, line 2. The amount
was then aggregated with “Other Expense” as shown on WPC-2e, line 17. That amount,
(9,067,428), is then carried to Schedule C-2, line 21.

With regards to the expense amortization from Case No. 2017-00321, the amount
of $131,487 was included in account 928006 of the forecast period. The total amount of
that account in the forecast period can be found on Schedule C-2.1, Page 12, line 11. The
total of “Administrative & General Expenses” is then carried over to Schedule C-2, line

20.

PERSON RESPONSIBLE: Sarah E. Lawler



Duke Energy Kentucky

Case No. 2019-00271

Staff’s Third Set Data Requests
Date Received: November 8, 2019

STAFF-DR-03-048

REQUEST:

Refer to Duke Kentucky’s response to Staff’s Second Request, Item 86, Attachment, page

1 of 2.

a. Explain why Duke Kentucky assumed a 15-year book life and 15-year MACRS
life.

b. Provide a full year revenue requirement calculation that starts in December 2020
and includes any revenues resulting from the battery storage project.

c. Refer also to the Kuznar Testimony, page 11, line 1-5. Explain how the estimated
O&M expense of $163,000 compare to the $129,713 of depreciation and tax
expense included in the revenue requirement calculation.

RESPONSE:
a. A 15-year MACRS depreciation schedule was used based on Publication 946 How

to Depreciate Property Table B-1 “Table of Class Lives and Recovery Periods”
Asset Class 00.4 “Industrial Steam and Electric Generation and/or Distribution
Systems” and the expected life of the assets to estimate the revenue requirement. A
15-year book life was used based on the proposed depreciation rate in Schedule B-
3.2 Proposed Rates for Utility Account 363. The actual book and tax depreciation
rates will be determined based on what utility account each individual asset is

assigned and final approved depreciation rates by the Commission.



b. See STAFF-DR-02-086 Attachment for the estimated revenue requirement
included in the test period assuming plant in-service December 2020. As discussed
in Mr. Wathen’s testimony, the Company is proposing to include any revenues
resulting from the battery storage project as a credit to customers through its Rider
PSM and Rider FAC. See STAFF-DR-02-079(b) Confidential Attachment and AG-
DR-01-109(c) Confidential Attachment for estimated frequency regulation
revenues which on average are estimated to be approximately $500,000 per year.

c. The annual Operation and Maintenance expenses of $163,000 are separate and
distinct expenses and are not related to the $129,713 of depreciation and property
tax expenses estimated in the revenue requirement.

PERSON RESPONSIBLE: Sarah E. Lawler — a. thru c.
John Panizza — a.



Duke Energy Kentucky

Case No. 2019-00271

Staff’s Third Set Data Requests
Date Received: November 8, 2019

STAFF-DR-03-049

REQUEST:
Refer to Duke Kentucky’s response to Staff’s Second Request, Item 88, Attachment, page
1 of2.

a. Confirm that the revenue requirement calculation includes both the EV Fast
Charging Program and the Electric Transit Bus Charging Program.

b. Explain why Duke Kentucky assumed a 7-year book life and 7-year MACRS life.
Refer also to the Reynolds Testimony, page 9, Table 1.

c. Explain how the estimated annual O&M expenses of $17,500 per program compare
to the $75,369 of depreciation and tax expense included in the revenue requirement
calculation,

RESPONSE:

a. Yes, the revenue requirement calculation includes both the EV Fast Charging
Program and the Electric Transit Bus Charging Program.

b. A 7-year MACRS depreciation schedule was used based on Publication 946 How
to Depreciate Property Table B-2 “Table of Class Lives and Recovery Periods”
Asset Class 48.38 “Equipment Installed on Customer’s Premises” and the expected
life of the assets to estimate the revenue requirement. A 7-year book life was used

based on the expected life of the asset. The actual book and tax depreciation rates



will be determined based on what utility account each individual asset is assigned
and final approved depreciation rates by the Commission.

c. The annual Operation and Maintenance expenses of $17,500 are separate and
distinct expenses and are not related to the $75,369 of depreciation and property
tax expenses estimated in the revenue requirement.

PERSON RESPONSIBLE: Sarah Lawler — a. thru c.
John Panizza — b.



Duke Energy Kentucky

Case No. 2019-00271

Staff’s Third Set Data Requests
Date Received: November 8, 2019

STAFF-DR-03-050

REQUEST:

Refer to the response of Staff’s Second Request, Item 95, Attachments (a) and (b) and
Morin Testimony, Attachment RAM-2. In Attachment RAM-2, MDU Resources were
excluded from the proxy group because its regulated revenues were less than 50 percent of
the total. In Attachments (a) and (b), Chesapeake Ultilities is listed as having 45 percent of
its revenues from its regulated unit. Explain why Chesapeake Utilities was not excluded
from the proxy group.

RESPONSE:

Chesapeake Utilities was included in the group for several reasons. First, as shown below
from the Company’s 2018 10K on page 69, the operating income of regulated operations
in 2018 represented 83% of its total operating income and the capital expenditures of
regulated operations also represented 83% of the total. Second, the company is a member
of Value Line’s regulated utility universe of companies. Third, from a valuation
perspective, the company’s stock price is largely driven by the performance of the
regulated components in view of the dominant role of the operating income from regulated

operations.



For the Year Ended December 31,

2018 2017 2016

tin thousands)

Interest charges 10,
Income Before Income taxes 73,016

Total capital expenditures

PERSON RESPONSIBLE: - Dr. Roger A. Morin, PhD
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