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LOUISVILLE GAS AND ELECTRIC COMPANY
KENTUCKY UTILITIES COMPANY

Response to the Commission Staff’s First Information Request
Dated June 1, 2011

Case No. 2011-00134
Question No. 1

Witness: Lonnie E. Bellar

Q-1. Refer to page 11 of the Companies’ April 14, 2011 application (“Application”). The
Companies request an additional component to the Demand Side Management (“DSM”)
Cost Recovery Component (“DSMRC”). The additional component is the DSM Capital
Cost Recovery ("DCCR”). The proposed component would allow the Companies to earn
an approved return on equity exclusively for capital expenditures. The proposed return on
equity i1s 10.50 percent.

a. In Exhibit LEB-3, the rate of return is 10.70 percent for LG&E electric and 10.70
percent for LG&E gas.

(1) Provide the outstanding balances for long-term debt, short term debt, preferred
stock, common equity and the as-of date that supports the 10.70 percent rate of
return. Provide this information on a total company and Kentucky jurisdictional
basis.

(2) Provide the blended interest rates for long-term debt, short-term debt and
preferred stock. Include all supporting calculations showing how these blended
interest rates were determined. If applicable, provide the blended interest rates on
a total and Kentucky jurisdictional basis. For each outstanding debt listed,
indicate whether the interest rate is fixed or variable.

(3) Provide LG&E’s calculation of its weighted average cost of capital for DSM
purposes.

b. In Exhibit LEB-3, the rate of return for KU is 10.32 percent.

(1) Provide the outstanding balances for long-term debt, short-term debt, preferred
stock, common equity and the as-of date that supports the 10.32 percent rate of
return. Provide this information on a total company and Kentucky jurisdictional
basis.
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(2) Provide the blended interest rates for long-term debt, short-term debt and
preferred stock. Include all supporting calculations showing how these blended
interest rates were determined. If applicable, provide the blended interest rates on
a total and Kentucky jurisdictional basis. For each outstanding debt listed,
indicate whether the interest rate is fixed or variable.

(3) Provide KU’s calculation of its weighted average cost of capital for DSM

purposes.

A-1. a. (1) Louisville Gas and Electric Company (“LG&E”) utilized balances as of
November 2010 and the following information to calculate the weighted average

cost of capital (“WACC”):

Adjusted
Kentucky Adjusted | Annual
Jurisdictional Capital Cost Cost of
Capitalization | Structure Rate Capital
Short Term Debt $143,641,132 6.71% 2.88% 0.19%
Long Term Debt 833,682,696 38.92% 4.19% 1.63%
Common Equity 1,164,780,838 54.37% 10.50 5.71%
Total Capitalization $2,142,104,665 100.00%
Rate of Return (ROR) 7.53%
Composite Debt Rate (DR) 1.82%
Composite Tax Rate (TR) 35.71%
WACC Grossed up for Income Taxes™ 10.70%

* (ROR + (ROR — DR) X [TR/(1-TR)]}

LG&E is proposing to use the year ending capitalization balances in the
computation of the annual DSM balancing adjustment.

(2) See attached schedule.

(3) See response to Question No. 1(a)(1).
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(1) Kentucky Utilities Company (“KU”) utilized balances as of November 2010 and

the following information to calculate the weighted average cost of capital
(“WACC”):

Adjusted
Kentueky Adjusted | Annual
Jurisdictional Capital Cost Cost of
Capitalization | Structure Rate Capital
Short Term Debt - 0.00% 0.00% 0.00%
Long Term Debt 1,598,029,538 47.58% 3.69% 1.76%
Common Equity 1,760,722,545 52.42% 10.50 5.50%
Total Capitalization $3,358,752,083 100.00%
Rate of Return (ROR) 7.26%
Composite Debt Rate (DR) 1.76%
Composite Tax Rate (TR) 35.71%
WACC Grossed up for Income Taxes* 10.32%

* {ROR + (ROR - DR) X [TR/(1-TR)]}

KU is proposing to use the year ending capitalization balances in the computation
of the annual DSM balancing adjustment.

(2) See attached schedule.

(3) See response to Question No. 1(b)(1).
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LONG-TERM DEBT.
Annualized Cost
Amortized Debt Amorlized Loss-  Letter of Credit Embedded
Due Rate Pringipal interest(income) Exp/Discount Reacquired Debt _and other fees Total Cost
Pollution Controi Bonds - ’
Jefferson Co 2000 Series A 05/01/27 5375% * Fixed 5 25000000 ss $ 1343750 S - s 117.881 $ - S 1.461.631 5 847%
Trimble Co 2000 Series A 08/01/30 0 500% * Variable 83.335.000 416,675 38.707 143.700 305.898 o 904.980 1 086%
Jefferson Co 2001 Series A 09/01/27 0475% " Variable 10.104.000 47.994 20.393 - 35.546 o 103.933 1029%
Jefferson Co 2001 Series A 08/01/26 1000% * Variable 22.500.000 225.600 9.924 77.424 22.500 » 334 .848 1488%
Trimble Co 2001 Series A 09/01/26 0 550% * Variable 27,500.000 151.250 10.790 65,400 27.500 o 254.940 0927%
Jefferson Co 2001 Series 8 11/01/27 0 760% * Variable 35.000.000 262.500 10.995 49.066 35000 » 357.561 1 022%
Trimble Co 2001 Series B 11701/27 0 750% * Variable 35.000.000 262.500 10.997 48.864 35.000 » 357.361 1021%
Trimble Co 2002 Series A 10/01/32 0 528% * Variabla 41.665.000 219.991 37.221 55812 176,056 « 489.080 1174%
Louisville Metro 2003 Series A 10/01/33 0340% * Variable 128.000.000 435.200 - 313.727 - 748927 0 585%
Louisville Mefro 2003 Series A 10/01/33 0 340% ° Variable {128,000,000) {435.200} - - - (435.200) 0 340%
Louisville Metro 2005 Series A 02/01/35 5750% * Fixed 40.000.000 2.300.000 - 96.444 . 2.398.444 5991%
Trimble Co 2007 Series A 06/01/33 4600%  Fixed 60.000.000 2.760.000 47.534 68615 18.270 2.832.419% 4721%
Louisville Metro 2007 Series A 06/01/33 5625% * Fixed 31.000.000 4 1.743.780 - 41.718 - 1.785.468 5 760%
Louisville Metro 2007 Series B 06/01/33 0400% * Variable 35,200,000 140,800 - 27.526 - 168.326 0478%
Louisville Metro 2007 Series B 06/01/33 0400% * Variable (35.200,000) » {140.800} - - - (140.800) 0 400%
Called Bonds - - - 167.868 » 167,868 0 000%
First Mortgage Bonds -
2010 due 2015 11/18/15 1625%  Fixed 250.000.000 4.082.500 247.552 - - 4,310,052 1724%
2010 due 2020 11/15/40 5125%  Fixed 285,000,000 14,606,250 94,783 = - - 14,701,043 5,158%
Total External Debt $ 946,104,000 S 28402160 § 528,806 $ 1,212,035 $ 655,770 $ 30,798,871 l 3.255%
Interes! Rate Swaps:
JP Morgan Chase Bank 11/01/20 1 3 4352404 S - S - $ - $ 4.352.404
Morgan Stanley Capital Services 10/01/33 1 1.114.957 - - - 1.114.857
Morgan Stanley Capital Services 10/01/33 1 1.111.147 - - - 1.111.117
Bank of America 10/01/33 ' 1,127,117 - - - 1,127,117
Interest Rate Swaps External Debt $ 7,705,595 § - $ - $ - $ 7,705,595 l 0.814%
Notes Payable to PPL 5 $ - $ 1110075 & - 5 ~ $ - S 1.110.075
Total Internal Debt $ - 5 1,110075 S - $ - $ - $ 1,110,075 l 0.117%
Total § 846,104,000 3 37217830 & 528,906 $ 1,.212.035 $ 656,770 $ 39,614,641 l 4.187%
SHORT TERM DEBT
Annualized Cost
Embedded
Maturity Rate Principal interest Expense Loss Premium Totai Caost
Notes Payable to Associaled Company NA 6 0250% * 5 - $ 1.281 $ - 3 - $ - $ 1.281
Revolving Credit 2260% 163.000.000 3.683.800 $ 1.007,250 4.691.050 2878%
Total $ 163,000,000 $ 3685081 5 - $ - $ - $ 4,692,331 ! 2.879%
Embedded Cost of Total Debt $ 1,109,104,000 $__ 40,902,911 3 528,906 5 1,212,035 $ §55.770 $ 44,306.872 [ 3.995"/n|
* Cornposite rate al end of current month
™ Includes debt discount
1 Additional interest due to Swap Agreements: Expiration of Fixed Fixed Variable
Swap LG&E Swap LGRE Swap Counterparty
Underlying Debt Being Hedged Notignat Amount Adgreement Position Position Swap Position
Series Z- PCB 83.335.000 11/01/20 5495% 5495%  BMA Index
Series GG - PCB 32.000.000 10/01/33 38657% 3657%  68% of 1 moLIBOR
Series GG - PCB 32,000,000 10/01/33 3.645% 3645%  68% of 1 mo LIBOR
Series GG - PCB 32,000,000 10/01/33 3695% 3695%  68% of 1 mo LIBOR
179.335.000

o ¢ B W N

a - Insurance premiums annualized - based on actual invoices

b - Remarketing fee = 10 basis points
c - Remarketing fee = 25 basis points
¢ - Combination of aand ¢

Call premium and debt expense is being amortized over the remaining life of bonds due 6/1/15, 7/1/13 and 8/1/17

Reacquired bonds. which net to zero as they are also included in Short Term Deb! Notes Payable to Associated Company
Remarketed bonds. issued at long term fixed rate
Fidelia Nates Payable were paid off on 11/1/2010 with PPL Notes Payable that were paid off with the new FMB issues on 11/16/2010
Money Pool with LKE was paid off on 11/4/2010 with revoiving credit loan
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LONG-TERM DEBT

Annualized Cost

Amll)sréllz‘ggceebl Amortized Loss- Letter of Credit Embedded
Due Rate Principal Interest Exp/Discount Reacquired Debt  and other fees Total _Cost

Poliution Control Bonds -
Mercer Co 2000 Series A 05/01/23 040000% * Variable § 12.800.000 $ 51600 5 - $ 46.743 $ 306728 - S 405.071 3 140%
Camoll Co 2002 Series A 02/01132 070000% * Variable 20.830.000 146.510 4.104 36 300 20930 o 207.844 0 993%
Carroll Co 2002 Series B 02101432 0 70000% * Variable 2400.000 16.800 2.856 4164 2400 » 26.220 1093%
Muhlenberg Co 2002 Series A 02/01/32 070000% * Variable 2.400.000 16.800 1.140 12.744 2400 33.084 1379%
Mercer Co 2002 Series A 02101132 070000% * Variable 7.400.000 51.800 3.180 12.900 7400 o 75.280 1.017%
Carroll Co 2002 Series C 10/01/32 052800% " Variable 96.000.000 506.880 73.658 186.036 240,000 « 1.006.574 1049%
Carroll Co 2004 Series A 10/01/34 035000% * Variable 50.000.000 175.000 - 105.023 1.194.418 & 1.474.441 2949%
Carroll Co 2006 Series B 10/01/34 035000% * Variable 54.000.000 189.000 47.920 - 1.201469 . 1.528.389 2 830%
Canoll Co 2007 Series A 02/01/26 575000% * Fixed 17.875.000 1.027.813 33.342 - - 1.061.158 5937%
Trimble Co 2007 Series A 03101737 600000% * Fixed 8.927.000 535620 16.072 - - 551.692 6 180%
Caroli Co 2008 Series A 02101132 035000% * Variable . 77.947 405 272.816 34.400 - 1.864.197 » 2171413 2 786%
Called Bonds - - - 201.063 201.063 0 000%
First Mortgage Bonds -
2010 due 2015 11/01/15 162500%  Fixed 250.000.000 4.062.500 248.303 *° . 4.310.803 1724%
2010 due 2020 11/01/20 325000%  Fixed 500.000.000 16.250.000 262.401 - 16.612.401 3302%
2010 due 2040 110140 512500%  Fixed 750,000,000 38,437,500 246,800 ** - 38,684,300 5.168%
Total External Debt $ 1,850,779,405 $ 61,740,638  § 974,176 $ 604,973 $ 4,929,942 $ 68,249,731 I 3.688% I
Notes Payable to PPL 2 s - $ 3048256 § - S - $ - $ -
Total internal Debt $ -5 3,048,256 § - S -8 -8 - l 0.000%—!

Total 5 1.850,779405 S 64788895 S 974,176 $ 604,973 § 4020842 _§ 68,249.731 ] 3.688% l

SHORT TERM DEBT

Annualized Cos!

Embedded
Rate Principal Interest Expense Loss Premium Total Cost
Notes Payable to Associated Company 3 0250% * $ - $ 10.261 $ - $ - $ - 8 10.261 0 000%
Revolving Credit Account - - 1.007.250 - - 1.007.250 0.000%
Total S - $ 10,261 § 1.007.250 $ - $ - $ 1,017,511 0.000%[
Embedded Cost of Tolal Debt $ 1.850.779,406 8 64.799,156 § 1,981,426 $ 604.8973 $ 4.929,942 $ 68.267.242

* Composite rate at end of current month

** Includes debt discount

1 Series P and R bonds were redeemed in 2003. and 2005, respectively They were not replaced with other bond series  The remaining unamortized expense is

being amortized over the remainder of the ariginal lives (due 5/15/07. 6/1/25. 6/1/35. and 6/1/36 respeclively) of the bonds as loss on reacquired debt

2 Fidelia Notes Payable were paid off on 11/1/2010 with PPL Notes Payable that were paid off with the new FMB issues on 11/16/2010

3 Money Pool with LKE was paid off on 11/16/2010 with new FMB issues

a - Letter of credit fee = {principal bal + 45 days interest)*2% L/C Fee and 25% L/C Fronting Fee Rate based on credit raling ing Fee = 10 basis points
b - Remarketing fee = 10 basis points

¢ - Remarketing fee = 25 basis points
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LOUISVILLE GAS AND ELECTRIC COMPANY
KENTUCKY UTILITIES COMPANY

Response to the Commission Staff’s First Information Request
Dated June 1, 2011

Case No. 2011-00134
Question No. 2

Witness: Lonnie E. Bellar

Refer to pages 7 through 9 of the testimony of Mr. Lonnie E. Bellar (“Bellar
Testimony™). In this filing, the Companies are proposing that new load control switches
and programmable thermostats be recorded as capital costs as part of the Residential and
Commercial Load Control program. These costs are to be capitalized in Account 397 -
Communications Equipment. The depreciation rate for Communication Equipment for
LG&E is 12 percent for an average life of eight years. The depreciation rate for
Communication Equipment for KU is 7.13 percent for an average life of 14 years.

a.

What is the estimated useful life of load control switches and programmable
thermostats? Explain.

How were the costs of load control switches and programmable thermostats captured
and recovered in prior DSM filings? Explain.

If, in prior filings, load control switches and programmable thermostats were not
capitalized but the costs were recovered as other DSM costs, explain in detail why
these costs are being capitalized now.

Fully explain why LG&E and KU have different depreciation rates for Account 397 -
Communication Equipment.

Are the load control switches and programmable thermostats that are installed for all
LG&E and KU customers identical in all aspects (i.e, costs, function, etc.)? If so,
fully explain why they should not be depreciated at the same rate.

The average expected lifetime for load-control switches and programmable
thermostats is estimated to be ten to fifteen years. The depreciation life of load
control switches and programmable thermostats for LG&E 1s eight years and fourteen
years for KU.
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b. To date the Companies have accounted for the costs of load control switches and
programmable thermostats as an expense and recovered the cost through the DSM
Cost Recovery Mechanism.

c. The Companies believe it is more appropriate to start recording the costs of load
control switches and programmable thermostats as capital costs to appropriately
match the costs with benefits over time and, coincidentally, reduce the bill impact of
the proposed Load Control Program.

d. Account 397 — Communication Equipment contains assets of varying lives.
Depreciation is on a group basis wherein one overall rate that reasonably matches the
life of the group is used. The past life characteristics for Account 397 differ between
the two utilities since these two Companies have not had identical recovery patterns
in the past. The depreciation rate as calculated by our depreciation consultant,
Gannett Fleming, Inc., is based on four parameters. These parameters include the
mterim survivor curve, the net salvage component, the depreciation procedure, and
reserve to plant ratio and the age of the surviving age distribution at the time of the
calculation. If any one of these four factors is different, then the depreciation rate
will not be equal between the Companies. Depreciation rates for Account 397 were
approved by the Commission in Case No. 2007-00564 for Louisville Gas and Electric
Company and Case No. 2007-00565 for Kentucky Utilities Company.

e. Yes, the same load control switches and programmable thermostats are utilized in the
LG&E and KU service territories.
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LOUISVILLE GAS AND ELECTRIC COMPANY
KENTUCKY UTILITIES COMPANY

Response to the Commission Staff’s First Information Request
Dated June 1, 2011

Case No. 2011-00134
Question No. 3

Witness: Lonnie E. Bellar

Q-3.  Refer to page 10 of the Bellar Testimony.

a.

Mr. Bellar states that operation and maintenance expenses (“O&M?”) associated with
the load control switches and programmable thermostats are to be captured in
Account 908005. In the next base rate case, will the DSM related O&M costs
captured in Account 908005, and recovered thru the DSM rate, be removed from the
test year O&M costs? Explain.

. According to Mr. Bellar, the initial installation cost of the load control switches and

programmable thermostats will be capitalized with each device. Exhibit LEB-3, pages
1 thru 9, includes the capital cost of load control switches and programmable
thermostats for LG&E electric and gas, and also KU electric. Also, Exhibit LEB-3,
pages 1 thru 9, includes rate base, return on rate base, O&M, depreciation expense,
and annual property tax rate. The following table includes information from Exhibit
LEB-3, pages 1 thru 9.

Operating Annual
Annual Expense Depreciation
Description Cash Flow (O&M) Expense
LG&E Electric
Residential Project 1 $987,648 $1,813,750 $118,518
LG&E Electric
Commercial Project 2 $51,659 $94,400 $6,199
LG&E Gas
Residential Project 1 $536,747 $985,700 $64,410
LG&E Gas
Commercial Project 2 $27,991 $51,150 $3,359
KU Electric
Residential Project 1 $1,524,395 $2,799,450 $108,689
KU Electric
Commercial Project 2 $79.,650 $145,549 $5,679
Total $3,208,090 $5,889,999 $306,854



A-3.

Response to Question No. 3
Page 2 of 3
Bellar

(1) If the annual cash flow column represents capital costs for 2011, does that amount
include the cost of equipment and initial installation? Explain.

(2) In Exhibit MEH-1, Volume I, page 24, Table 1.9.1, Residential Annual Program
Budget, and Table 1.9.2, Commercial Annual Program Budget Program, capital
expenditures are listed for the Residential Load Management (Table 1.9.1)
program and the Commercial Load Management (Table 1.9.2) program. The
capital expenditures for the Residential Load Management program on Table
1.9.1 are $296,000 and the Commercial Load Management program is $15,000,
for a total of $311,000. Are those capital expenditures the same capital
expenditures listed in the above table, but presented as the calculated rate base
amount? Explain.

(3) Will depreciation expense recovered in the DSM surcharge be removed from the
test-year depreciation expense in the base rate case and not be considered in any
depreciation study for a base rate case? Explain.

(4) Provide a detailed breakdown of the $5.9 million of O&M as to type of cost and
the percentage of O&M and depreciation expense applicable to the various tariffs.
Explain.

Yes. Because the DSM is a separate rate mechanism and is recovered separately from
customers, all DSM revenues and expenses will be removed from the test year.

(1) Yes. The annual cash flow column primarily represents the capital cost of the load
control switches and thermostats.

(2) Yes. The capital expenditure amounts of $296,000 and $15,000 referenced in
Exhibit MEH-1 are derived by the summation of the return on rate base in Exhibit
LEB-3 for the Residential Direct Load Control (“DLC”) for LG&E Electric
(896,148), LG&E Gas ($52,253), and KU Electric ($147,956).

(3) Yes. The DSM is a separate rate mechanism and is recovered separately from
customers; therefore, all DSM revenues and expenses will be removed from the
test year.



(4) The O&M breakdown is as follows:

Response to Question No. 3

0O&M Expense Amount
Labor $ 373,506
Office Supplies and Expense 16,316
Data Processing 21,755
Advertising 535,500
Maintenance 1,411,935
Customer Incentives 3,159,888
Market Research 20,000
Program Evaluation 60,000

Total

$ 5,598,900

Page 3 of 3
Bellar
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LOUISVILLE GAS AND ELECTRIC COMPANY
KENTUCKY UTILITIES COMPANY

Response to the Commission Staff’s First Information Request
Dated June 1, 2011

Case No. 2011-00134
Question No. 4

Witness: Lonnie E. Bellar / Michael E. Hornung

Q-4. Refer to Exhibit LEB-1 of the Application.

a. Refer to the schedule “DCR Summary - DSM Budget Allocation” for LG&E and KU.
The page lists a total dollar amount of all programs of $23,011,116. It also lists, by
program, the total amount of the program expenditures and percentage allocation to
the various tariffs.

(1) Confirm that if the total amount would be $23,011,116, all the total values of the
listed programs are summed.

(2) It appears that three of the new proposed programs were not included in the All
Programs total. Confirm that the following new proposed programs were not
included: Smart Energy Profile Program, Residential Incentive Program and the
Residential Refrigerator Removal Program.

(3) If the three proposed new programs have been excluded in 4.a.(2), provide a
revised DCR Summary - DSM Budget Allocation page that includes all programs
and percentage allocation of amounts by tariff for each program in electronic
format with all formulas intact.
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At page 10 of Exhibit LEB-1, the DSM Cost Recovery Component (“DCR?”) is listed
as $9,006,362. At page 13 of Exhibit LEB-1, the DSM Lost Sales Component
(“DRLS”) is listed as $10,266,992; and at page 17 of Exhibit LEB-1, the DCCR is
listed as $2,134,043 for the LG&E electric tariffs. See the table below.

Case No 2011-00134 Casc No 2007-00319

Proposed
Capital Proposed
Proposed Cost Lost Lost
Program Recovery Sales Program Sales
Tariff Costs Component Component Costs Component
RS, RRP,
VFD &
LEV $6,964,031 $2,028,416 $6,358,121 $8,618,198 $3,614,374
GS & GRP $1,272,575 $99,004 $1,929,178 $827,171 $1,415,846
LC $587.876 $6,384 $1,486,084 $945,513 $1,357,148
LC-TOD $181,880 $241 $493,608 $215,686 $455,447
Total $9,006,362 $2,134,045  $10,266,991  $10,606,568 $6,842,815

(1) Explain how the lost sales factor for each tariff was determined.

(2) The proposed DRLS for Tariff - RS, RRP, VFD & LEV is $6.4 million and the
DRLS in Case No. 2007-00319 was $3.6 million. Explain the increase in DRLS
from Case No. 2007-00319 to the proposed DRLS in the current application.

(3) The total proposed DRLS of $10,266,991 is 92 percent of the total of the
proposed program costs and capital cost recovery component $11,140,407
($9,006,362 + $2,134,045). The DRLS, in Case No. 2007-00319, was $6,842,815
or 65 percent of the program costs of $10,606,568. Explain the why lost sales as a
percentage of program costs have increased by this magnitude from Case No.
2007-00319 to the current application?

(4) Provide in electronic format with all formulas intact, the proposed Lost Sales of
$10,266,991 by tariff for LG&E.
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In Exhibit LEB-1, the DRLS uses total energy savings multiplied by non-variable
revenue per kWh to determine the last sales. The table below compares the total
energy savings from Case No. 2007-00319 to the total energy savings in the current

application for LG&E.

Case No. Case No. Case No.
2011-00134 2007-00319 2011-00134
Estimated Billing

Total Energy Total Energy

Savings Savings Forecasted
Tariff (kWh) (kWh) Sales
RS, RRP,
VFD, LEV 108,131,314 69,117,414 4,247,555,598
GS & GRP 25,417,370 23,483,736 1,592,923,724
LC 35,982,662 34,201,940 2,254,666,857
LC-TOD 11,951,774 11,376,179 764,417,584
Total 181,483,120 138,179,269 8,863,563,763

Case No.
2007-00319
Determinants

Forecasted
Sales
4,253,700,665
1,455,984,948
2,305,633,109
673,919,307

8,689,238,029

(1) Explain the difference of 43,303,851 kWh (181,483,120 kWh - 138,179,269
kWh) in total energy savings for tariff RS, RRP, VFD & LEV from Case No.

2007-00319 to the total energy savings in the current application.

(2) Is the decrease in forecasted sales for tariff RS, RRP, VFD & LEV from Case No.
2007-00319 to the current application reflective of the projected energy savings of
the residential DSM programs or were there other factors to be considered?

Explain.
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d. In Exhibit LEB-1, the DSMRC is $11,443,058. The DSM Lost Sales Component
(“DRLS”) is $8,047,162 and the DSM Capital Cost Recovery Component (“DCCR™)
is $3,215,055 for the KU electric tariffs. See the table below.

Tariff

RS, VFD
LEV

GS

AES

PS, TODP
& TODS
(LP)

Total

Case No 2011-00134

Proposed
Capital
Proposed Cost
Program Recovery
Costs Component
$9,121,941 $3,056,096
$1,507,270 $147.343
$33,673 $0
$780,174 511,616
$11,443,058 $3,215,055

Proposed
Lost
Sales

Component
$5,541,570
$1,637,805

$19,303

$848,484

$8,047,162

Case No  2007-00319

Lost
Program Sales
Costs Component

$10,291,005 $2,692,134
$950,520 $945,811
50 $0
$1,300,367 $619,740
$12,541,892 $4.257,685

(1) Explain how the lost sales factor for each tariff was determined.

(2) The proposed DRLS for Tariff - RS, RRP, VFD & LEV is $5.5 million and the
DRLS in Case No. 2007-00319 was $2.7 million. Explain the increase in DRLS
from Case No. 2007-00319 to the proposed DRLS in the current application.

(3) The total proposed DRLS of $8,047,162 is 55 percent of the total of the proposed
program costs and capital cost recovery component of $14,658,113 ($11,443,058
+$3,215,055). The DRLS in Case No. 2007-00319 was $4,257,685 or 34 percent
of the program costs of $12,541,892. Explain the why lost sales as a percentage of
program costs have increased by this magnitude from Case No. 2007-00319 to the
current application.

(4) Provide, in electronic format with all formulas intact, the proposed Lost Sales of
$10,266,991 by tariff for LG&E.
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In Exhibit LEB-I, the DRLS uses total energy savings multiplied by non-variable
revenue per kWh to determine the lost sales. The following table compares the total
energy savings from Case No. 2007-00319 to the total energy savings in the current
application for KU.

Case No.
2011-00134

Total Energy

Case No.
2007-00319

Total Energy

Case No.
2011-00134
Estimated Billing

Case No.
2007-00319
Determinants

Savings Savings Forecasted Forecasted
Tariff (kWh) (kWh) Sales Sales
RS, VFD
& LEV 114,970,335 69,994,086 6,329,913,788 6,353,305,471
GS 28,044,606 28,025,864 1,965,268,093 1,835,419,500
AES 564,406 0 139,739,551 0
PS, TODP
& TODS
(LP) 20,950,226 18,363,870 3,681,693,860 3,910,428,064
Total 164,529,573 116,383,820 12,116,615,292 12,099,153,035

(1) Explain the difference of 48,145,753 kWh (164,529,573 kWh - 116,383,820
kWh) in total energy savings for tariff RS, VFD & LEV from Case No. 2007-
00319 to the total energy savings in the current application.

(2) Is the increase in forecasted sales for tariff RS, VFD & LEV from Case No. 2007-
00319 to the current application reflective of the projected energy savings of the
residential DSM programs or were there other factors to be considered? Explain.

For each tariff in Exhibit LEB-1, demonstrate, in electronic format with all formulas
intact, how each Balance Adjustment Component (DBA) was determined for all the
LG&E electric & gas and KU electric tariffs.
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g. Provide, in electronic format with all formulas intact, the calculations to support the
DSM Incentive Component in Exhibit LEB-1 for the tariffs listed in the following

table.
LG&E LG&E KU
Tariff Electric Gas Electric
RS, RRP, VFD & LEV $311,862
GS & GRP $61,721
PS $29,271
CTOD & CTODS $9,089
RGS & VFD $113,712
CGS, AAGS, TS & FT $0
RS, VFD & LEV $409,332
GS $70,260
AES $1,650
PS, TODP & TODS $38,606
Total $411,943 $113,712 $519,848

A-4. The DRLS component of the DSM Cost Recovery mechanism is computed by
multiplying the lost sales (in kWh) for thirty-six (36) months or until implementation of
new rates pursuant to a general rate case, whichever comes first by the non-variable
revenue requirement for each of the customer classes. As such, when comparing the
proposed DRLS from 2007-00319 to the filed DRLS in 2011-00134, the primary
difference is due to the smaller scope of the previous DSM programming prior to the
2007-00319 filing. The DRLS in the 2007-00319 case contained lost sales associated
with the four previously approved programs and only the initial year’s lost sales of the
proposed programming. As this new programming produced a significantly higher level
of lost sales, this component has grown over time.

a. (1) Yes, the total amount would be $23,011,116.

(2) The three new proposed programs are included in the “DCR Summary — DSM
Budget Allocation” schedule. But, due to a printer format issue, were
inadvertently omitted on the printed page. Their respective budgets are included
in the $23,011,116 total.

(3) An electronic version of this report is provided on the enclosed CD in the folder
titled Question No. 4.a. (3). Note, this is the same schedule for Louisville Gas
and Electric — Gas Service and Kentucky Utilities - Electric Service

Note: the figures throughout PSC question #4 that are referred as from Case No. 2007-00319
are actually drawn from the filed DSM tariffs effective on January 1, 2009.
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b. (1) The lost sales factor for Louisville Gas and Electric — Electric Service is
determined in several steps for each rate schedule. The first step is to determine
the total energy savings that are expected to be achieved from the programs. Here,
the lost sales period is from November 2009 through December 2011. This is a
period of 26 months. The next step for each rate schedule is to multiply the total
energy savings by the non-variable revenue rate to produce the Lost Net Revenue.
Finally, the Lost Net Revenue is divided by the estimated billing determinants
(2011 forecasted sales) by rate schedule to then compute the Lost Sales
Component (DRLS) factor.

(2) According to the Companies’ documents, the Lost Net Revenues Total Amount
from the DRLS for RS et al in Case No. 2007-00319 was $1.9 million, not $3.6
million. In response to the question on the increase from $1.9 million (as opposed
to $3.6 million) to $6.4 million, this can be explained as primarily an increase of
energy savings in the lost sales period. Here, the increase is due to the energy
savings accumulating as the programs mature over the years, as well as the three
new residential programs and their respective savings in 2011. The non-variable
revenue rate for RS et al also increased from $0.052 to $0.0588.

(3) According to the Companies’ documents, the Lost Net Revenues Total Amount
from the DRLS for all of LG&E in Case No. 2007-00319 was $3,532,862 with
total program costs of $11,461,150. The percentage of lost sales from Case No.
2007-00319 is then 30.8%. The percentage is higher due to similar reasons as
explained in 4.b.(2).

(4) An electronic version of this report is provide on the enclosed CD in the folder
titled Question No. 4.b.(4).

¢. (1) The difference provided in the question is for all tariff schedules, not just the RS,
RRP, VFD, and LEV specified. Regardless, the reason is similar. The total energy
savings difference for tariff schedules RS, RRP, VFD, and LEV is primarily due
to the accumulation of energy savings from the respective residential programs.
Those from the current case, as opposed to Case No. 2007-00319, have additional
years of accumulated savings as result of the more mature programs.

(2) The change in forecasted sales for tariff schedules RS, RRP, VFD, and LEV is
reflective of the projected energy savings associated from the proposed filing, but
there are many other factors at play due to the size and complexity of the
forecasted sales relative to energy savings. Forecasted sales are impacted by load
growth assumptions, which are derived from various economic indicators.

d. (1) The lost sales factor for Kentucky Ultilities — Electric Service is determined in
several steps for each rate schedule. The first step is to determine the total energy
savings that are expected to be achieved from the programs. Here, the lost sales
period is from November 2009 through December 2011. This is a period of 26
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months. The next step for each rate schedule is to multiply the total energy
savings by the non-variable revenue rate to produce the Lost Net Revenue.
Finally, the Lost Net Revenue is divided by the estimated billing determinants
(2011 forecasted sales) by rate schedule to then compute the Lost Sales
Component (DRLS) factor.

(2) The DRLS in Case No. 2007-00319 for tariff schedules RS, RRP, VFD, and LEV
is $2.4 million, not $2.7 million, according to the Companies documents. In
response to the question on the increase from $2.4 million (as opposed to $2.7
million) to $5.5 million, this can be explained as primarily an increase of energy
savings in the lost sales period. Here, the increase is due to the energy savings
accumulating as the programs mature over the years, as well as the three new
residential programs and their respective savings in 2011. The non-variable
revenue rate for RS et al also increased from $0.036 to $0.0482.

(3) According to the Companies’ documents, the Lost Net Revenues Total Amount
from the DRLS for all of KU in Case No. 2007-00319 was $2,443,404 with total
program costs of $12,292,104. The percentage of lost sales from Case No. 2007-
00319 is then 19.9%. The percentage is higher due to similar reasons as explained
in 4.d.(2).

(4) An electronic version of this report is provided on the enclosed CD in the folder
titled Question No. 4.d.(4).

(1) The difference provided in the question is for all tariff schedules, not just the RS,
RRP, VFD, and LEV specified. Regardless, the reason is similar. The total energy
savings difference for tariff schedules RS, RRP, VFD, and LEV is primarily due
to the accumulation of energy savings from the respective residential programs.
Those from the current case, as opposed to Case No. 2007-00319, have additional
years of accumulated savings in addition to more mature programs.

(2) The change in forecasted sales for tariff schedules RS, RRP, VFD, and LEV is
reflective of the projected energy savings associated from the proposed filing, but
there are many other factors at play due to the size and complexity of the
forecasted sales relative to energy savings. Forecasted sales are impacted by load
growth assumptions, which are derived from various economic indicators.

The DBA Component looks back at the prior year to determine if either DSM
revenues need to be returned to the respective ratepayers or if additional revenues
need to be collected. This is because the DBA is based on actual DSM expenditures
from the prior year as compared to budgeted expenditures. Also, the DBA is derived
from actual DSM revenues collected as compared to what was budgeted to be
collected. Thus, for the proposed tariff, the most recently approved at the time DBA
component was used as an estimate for what the DBA component would be. If actual
expenditures were equal to budgeted expenditures, and revenues collected were equal
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to what was forecasted to be collected, then the DBA component would be $0, which
would result in a DBA factor of $0.0/kWh.

An electronic version of this report is provided on the enclosed CD in the folder titled
Question No. 4.g.
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LOUISVILLE GAS AND ELECTRIC COMPANY
KENTUCKY UTILITIES COMPANY

Response to the Commission Staff’s First Information Request
Dated June 1, 2011

Case No. 2011-00134
Question No. 5

Witness: Lonnie E. Bellar

Refer to the Application, Exhibit LEB-3.

a.

In Exhibit LEB-3, the annual book depreciation rate is 12.00 percent for LG&E and
7.13 percent for KU. The tax depreciation rate is 3.75 percent. The Deferred Tax
Balance is ($29,095). On page 1 of 9, in Year I, the rate base is $898,225, and is
determined by the following formula: $987, 648 - ($118,518) - $29,095 = $898,225.

(1) Confirm that the formula is mathematically correct.

(2) Since the book depreciation rate is more accelerated than the tax depreciation, is
the deferred tax balance amount the opposite sign than would be normally
thought, if the tax depreciation rate were greater than the book depreciation rate?
Explain.

There is no annual property tax expense in the Total OE, even though an annual
property tax rate is supplied. Explain.

If an annual property tax expense were included in the Total OE, would the annual
property tax expense be excluded from the next base rate case since it is being
recovered in the DSM tariff? Explain.

(1) The Companies have verified and confirmed that the rate base calculation is
correct.

(2) Based on further review, the Companies have discovered that the incorrect tax
depreciation rates were utilized in calculating the rate base. The devices would be
booked under FERC Account 397 — Communications Equipment and are more
appropriately depreciated at the MACRS seven years rate. At this time, the
Companies are providing a revised Exhibit LEB-3 (see attached). This change in
depreciation only impacted the energy charge for LG&E residential gas. The
change reduced the DCCR component from $0.00552 per Ccf to $0.00551 per
Ccf, thus changing the total DSMRC from a rate of $0.02398 Ccf to a rate of
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$0.02397. After the Commission has issued the final order in this proceeding,
LG&E will file its revised tariffs setting out the rates authorized.

b. Refer to Revised Exhibit LEB-3

¢. Yes. Because the DSM is a separate rate mechanism and is recovered separately from
customers, all DSM revenues and expenses will be removed from the test year.



1ef]pg

630 13324
(q)s pue (7)(¥)S "SON UOBSING 03 JUSWYIERY
892'900'S 9G6'€69'Y 118'e6E' Y 85G'LEL'Y 996'282°C 919'286'2 LEY'VZ0'T {(w)3 3oL
818'ZE5'Y €SS6VZ Y /88'686'E 682'S8L'E 858'800'€ $ 06.'€8L'2 $ 897'Ze6't $ 30 fe10L
- - - - - - - asuadxa xe | Auadoid lenuuy
- - - - - - - {endenaue|d paiyay uo uoneoasdap sse
9€2'600'L 6v9'098 $08'922 L9685 ove'seEy 966'¥82 8L5'8LL ssuadxa uonenaidaq |enuuy
185°€25'E $06'28E'E £80'€9Z' ZY9's6L’e 8LO'ELST $6.'86V'2 osl'crg’t (WRO) sesuadxa BuesadQ
LEV'ELY 207’ vy vZB'E0Y 692'25¢ 801’642 $ 9zg'8sl $ 69126 $ wmsy
%0L70b %0L°0b %0L°04 %0L'01 %0L0b %0L°04 %0L'04 teude) jo 3500 sbesany palybiopm
9£8'Z2Y'y 089'I5L'Y 96v'eLL'E ££6'062'E £64'209'Z $ esy'lse’L $ S0'198 $ aseg aley
- - - - - - - {Budenjue|d paiey uo asuejeg xel pausjaq shid
SZZ'vy (1L16'L%) (e6€'221L) (v6L'e61) (961'681) (66'cLt) (820'8) souejeq Xe ) pauajaq a1
N - - - - - - lendenfueld pauney uo uopenaida pajeinwnady shid
(069°LEQ°Y) {ySp'220'e) (508's51°2) (t00'62¥'t) (yoe'ees) (e15'cop) (815'811) uoleraaidaq PIEINWNDIY (S5
- - - - - - - fendeDAue|d paiey isse7
Log'oLY'8 510°222'L 00.'950'9 1ZLEL8'Y £00'2£9'€ €96'VLET 8¥9'/86 sainypuadxa [23des saReInWING Jueld ajqibis
31ep o} ainjipuadxy jejide) uo A1aacosy anusasy
(961'26) (82v'62) (56€'99) 265'8 00Z'1L 026's04 9.0'8 avuejed Xej pausisQ
ov0'LSL STL'ELD L€2'SE9 829'18S uoneoaidaq Xe}

069'4€0'Y
9EZ'600'}
%E6'8
%0021
LOE'0LY'8

9zz'e8l'L

L102

y5¥'220'
6¥9°998
%26'8
%00¢Ct
5102222

GI€'691°L

9102

£98°0¥S

508'651°2
$08°92L
%E6'8
%0024
00£'950'9

£L6'zri'}

§i02

L00'6ev't
1y9'685
%6Y'2h
%00°Z4
1ZL'EL6'Y

[ZANE: T

vioz

eN 1L'6€
y5£'6£8
ova'sey
%6 LL
%0021
€00°2€9°E

0v0'L82'}

€102

€1G°E0P
966'v82
%6¥'v2
%0021
£96'VLEC

sie'/8e't

[4374

AT R YL,
i Sieni

‘N%%EMW O dof i
feak A

8iG'glL @auejeg uonedaidaq pajenNsoY Joog
815'8L} uoneoaldad oog
%BZ 71 Jeak Jad ‘sjes uonenaidag xe g
%00°¢t Jeah Jad ‘sl uopeisasdaq yoog
8p5'286 aaeinwng ajqibygy

- (pajeoasdag oN) siqiby3
8y9'/86 MO} YSED jBNUUY
juswalinbay anuaasy

J70Q ienuspissy
110z

pajepdn - 911399[3 3897 - ueld L1102
Arewiwng uonezijeydes

} 398fo1d



1e[jdg

630 7 98eq

(q)s pue (7)(B)S "soN uonsan( o0} Juawiydeny

80v'922 SIZ'Ele 06€£°002 £5€'261 68v'LG1 056'6€4 0Zy'sol
Z£0'502 yi8'z6) [ $ 0LE'SLL $ 6SL'vyl $ 8Z9'0EL 665004
9.5'9¥ SOP'0F S5E'vE A 4 898'0Z Lov'el 861'9
95¥'851 60¥251 201k Lv6'ort 162'€21 181°211 0of'v6
9/8'12 Loy'oz $ ££6'81 $ £86'0L $ iee'el $ 726 1z8'y
%0270} %0L'01 %0L°0L %0L°0} %0L°0t %0L'0L %0L0L
969'661 065'064 $ €.8'9L1 $ 659'851 $ l88'v2L ¢ 680°/8 LE0'SY
8b8'L (Loy'2) ott'9) (6¥2'6) (ves's) (gzv's) (zey)

(18z'061) (Lil'epd) (gog'eot) (156'89) (gzs'ov) (ogg'sl) (661'0)
9£1'88¢ 80/'9€€ 682'982 658'0€Z 668'€L} vLLZLL 859'1S
(gs2'y) (€02'¢) (8e1'¢) (454 60p'E £00°'6 f444

182°061
9/5'9%
%E6'8
%0021
9EL'88E

L2Y'is

L102

[S¥R 343
So¥'oy
%26'8
%0021
80.'9¢€

614'05

98i0z

90E'E0!
SSEVE
%E6'8
%00°CH
682'982

OEY'6Y

S102

166'89
gev'ee
%6¥'2L
%0021
658'9€2

096'29

102

%007t
668'€L)

szL'19

€102

099'61

Loy'eL
%6¥'v2
%00'21
yLL'ZH

§15'09

F4 1014

%0021
659'15

659'LS

(w)3 jej0)

Ela Rt )l

asuadxs xe | Ausdosd lenuuy
jejdennueld paay uo uoneaidap ssa
asuadxa uoliepaldaq jenuuy

{W20) sesuadxe Bugeiado

winey

{endeD jo 1s07) abeiaay pajubiiop

aseg aley

|eydenyiueld paijay uo sdueeg Xe| paus)a( shid
asuejeg xe] paugja( 591

|endenueld paay uo uonesaidaq paiemwunody snid
uoljeloaida(] PRIEINWINSIY 1SS

{elideonueld pamay 1$597

sainjipuadxa |ejides aAleINWND ‘ueld ajqibiz

2iep 0} ainjipusdx3 (enden uo ABA0ISY SnUBABY

soueleg xe} pauseq

uogelsaidsq xey

2sueeq uogeinaids( DaJBINUNIYY j0og

uoneeaidsq joog

Jesh Jad 'aies uopewalda( xey
Jeak Jad ‘sies uoneloaidaq yoog
anneinwing ajqiby3

(paeioauda JoN) eiqibi3

MOJ4 USBD [enuuy

juswannbay anuansy

75714 [e12J3WWon

pajepdp - 211393|3 3897 - ueid 1102

Arewwng uonezijejden

Z198f0id



RLJIE: |
630 ¢adeg

(q@)s put (7)(e)S *SON uolIsanQ 03 JudUYPIENY

QU093 JOTIeIoL

MO YsBD [BNULY

MO|4 USBD Jenuuy

1Bjo L

£69'6€Z'1 y6L'GLZ'E cov'zel't $89'PYE'L 692'8LE'} 088’ LYl 20£'680'L
12616 614'0S OEY'6F 096'29 Szl'l9 615'09 659'1G
9zz'8sl't Gle'6ol't £L6'2rL'L [zANR:T A1 0p0°LSZ'L sie'lge’t 8v9'286
1102 910z 5102 102 £102 zLoz (RN
159'2€2'S LLL'L06'Y 00Z'¥85'Y L16'62E'Y SsY'syi'e 985'z2l'e 958'621'2
80¥'92¢2 sLz'elz 06£'002 £6E'261 68%'2G1 056'6€4 0Z9's0L
8v2'900'G 956'€69'Y LIB'EBE'Y 8GG'LEL'Y 996°282'¢ 919'286'2 1EV'$20'T
159'2€2'6 LLL'L06'Y 002°¥68'y L18'62e'y GSY'Sp'e 995'2z4'e 968'624'C
110z 9102 si02 yL0z £102 zhoz %14

9710 18w
27a {enuspissy

sjuaWwalnbay anuaAsy [ej0l

syosfoid 21439813 397 11V - (W) 1j0L

pajepdn - o1399|3 38D - Ueld 1102
Arewwng uonjezijejidesn

2 1o0foig
1 108fo1d



g

630 v 23ed
(q)s puE (P)(B)S *soN uonsand DS 03 WAUIYIENY
§69'02L'2 9.6'085'2 098'28€'2 165'8Y2'2 1L9'98LL 2£6'029'L 002'004'L
YOP'E9v'e $ 29¥'60£'C $ cye’8ol'e $ £51°.50°C $ p6L'GED'L $ BIBTISE ¢ oti'oso’t
6LY'8VS 686'0LY 686'V6€ osv'oze 298'9eC $88'v51 oy've
GZ6'Vi6't €L4'868'L ee'eLL'L £02°9EL'} Zee'sse' L y66'LSE'} 00.'586
162152 [ -15-H8 74 ¢ aig'sle $ vry'i6l ¢ veg'ict $ $50'801 $ 0860'05
%0, 0t %0L 0} %020 %0404 %0L0} %0L 0L %0L 0t
yE9'E0V'T $ §52'952'2 $ $v2'050'C $ oep'esl't $ op0'LLb'L § 1SP'600'E $ 8y6'L9Y
vEO'VT (020'92) (9£2'69) (61£'601) (L¥g'004) (£56'19) (6ae'y)
(z90'161'2) (zas'eve't) (e65'42L°L) (500'9L2) (551'954) (e62'612) 01¥'v9)
199'0L8'Y 806'¥26'S €16'162' £LP'0L9'2 8va'cl6't 169'062'4 LyL'9ES
(501'05} (goi'ey) {£80'0e) ey $69'8E $96'.5 68E'Y
zol'ose 1E6'€6T 92Z'SYE 260'0LE ores

034'80%

%1LGE
Z90'161'C
6LY'8VS

%e6'8

%002t

199'0LS'Y

£52'6¥9

1102

% pm.wmm
285'2v9'L
686°0LY

%88

%00°¢C1
806'¥26'E

GEE'EEY

9l0Z

£65'LLLL
686'v6€
%€6'8
%002t
£.6'162'E

094°129

Gi02

GEG'EEE

L %iL'SE
509'942
osy'oze
%erZL
%0021
£17'0L9°2

985'969

y102

w\e L2se
651'96Y
298'9€2
%6Y'LE
%00°CE
8y8'eLs't

1G1'c89

€ioe

%iLS
£62612
¥88'y5L
%6vbT
%002t
169°06T'L

0G6'€5L

[4344

LyL'ees

JAZN: 5

Lioe

(wi)3 tejoL

30 =01

asuadxa x| Auadoid [enuuy
jepdeonue;d paiay uo uonenadap ssa
asuadxa uonenasds(] enuuy

(WeO) sesuadxs BuessdQ

wney
|endeD jo 1500 abesany pajybiapi

aseg 91y

|endenueld palnay uo soueied Xet paLsja shid
aougjed Xe | paussQ 18597

{ENAED/UB|] PBIRY UD UONEID2IESQ PAIBNWNDDY (Shid
uoneloaida] paleinunody 5597

|endeDfueld paimoy 15597

sainypuadxe jendes aAEINWND “jueld a6y

ajep 03 aunppuadxy jejides uo Alenoday snusasy

aouejeg xel pauajeq

uayeoaidag Xe L

aouejeqg uoilewaIdaC PajEIRWNDDY 3oog

uopeioaide( joog

Jeak Jad ‘alel uopedaide Xe L
seak jad ‘aie) uonewaidag yoog
aaeinwiny aiqiBy3
{paieioasdsq 1oN) a3

MOl yse) fenuuy

juswalnbay snusasy

070 [epuspisay

pajepdn - seo 3897 - Ueld L10C

frewwing uonezijejded

} yoafoad



BTES:

630 5 23eq

(g)s pus (7)(€)S 'soN uonsand DSII 03 yudWPENY
819'2CL 625'5LL 085'80} §2Z'v0L 5ee'se 1€8'6L 12428 (w)3 |e301
960'5 11 $ SOl $ 12286 $ £20'S6 § zii'sL $ 082'0L $ 605'YS $ HO B0l
- - - - - - - asusdxs xej Apadoid [enuuy
- - - - - - - endenjueld pamay uo uopenaidep ssa7
1£2'S2 £68'12 sl9'8t Lov'st L0811 yee'L 65E'E asuadxe uopeioaidaq jenuuy
858'68 285'28 80L'6L 229'6L v08'99 98v'€9 06415 (Ws0) sesuadxa Bunesado
z8s'tL $ ¥50°LL $ 65201 $ z0T'6 $ ezeL $ 150'G $ 219 $ wnjay
%0L 04 %0L°04 %0L°0L %0270} %0L°0t %0L'0} %0L°0b {ended jo 1500 abeseay pabiam
$0Z'801 $ olZ'eob $ 8e8'GH $ 896'68 $ o08¥'.9 $ 88l'ly $ eov've $ aseq ajey
- - - - - - - ejiden jueld paljay uo adueieg xei pausajaQ shid
100t (voe't) {11e'e) (110'6) sL'y) (ov6'2) (622) aouejeg xe| pauejaq 'sso
- - - - - - - ejidenueld pasey uo uojeioaide pelBINWNDOY (Snid
{sor'cod) (698'L2) (56'56) {19g'2¢) (096'12) {esg'oL) (ese'e) uoneoaidaQ pajeMuNody SS9
- - - - - - - jendesdnueld paigay 1sse
60£'0L2 EvP'28L ¥ZL's54 ovE'sZL 92Z'v6 182'09 166'22 saunypuadxa [elideo aageinwnd ‘Jueld 9jqibia
sjep 0} asmipuadx3y |ended uo A1sA0day anuaAsy
(s0e'2) (£00°2) (toL'y) 522 8L L'z 622 aouejeq xe) pausjaQ]
£68'El 0g0'9L uogeaideq xel

901'e0t
182’52
%E6'8
%00'¢H
60’012

998'/2

L10C

698'LL

£68'1Z
%26'8
%001
eyy'Zst

61€'22

9102

slg'sl
%E€6'8
%0021
y2L's51

$82'92

Si0¢

%6Y'TL
%0021
ove'szt

yLi'vE

14174

€102

£59'01
v62'L
Y%6Y v
%0021
182'09

06.°2€

[4174

%lL'GE ajey Xe] swont
666'C aouejeq uoljelaidaQ palenwnody %oog
6se'e uojeipaidaq oog

%62 P} Jeak Jad ‘ales uopenasdaq xej

%0021 seah sad ‘aiel uojieroaidag yoog
166°LC aayeinWIng ajqiby3

- {pajeioasdaq joN) alaiby3
166'L2 Mol UseD lenuuy
Juswainbay anuaAsy

970 jeto18won
1102

pajepdn - se9 3897 - ueld L102
Arewwing uonezjjeyde)

Z 198foid



18iPd
630 92384

(g)s pue (2)()s "soN uonsIND DS 03 JWAWIPENY

619°€L8 $59'099 EVE'LP9 089'0EL 965'9LL 6€4°982 8EL'795
998’12 61€'22 ¥8L9¢ pLLYE SYv'ee 06L°ZE 166'22
€61'599 GEE'EE9 091129 995°969 161'€89 056'€SL Lyl'9Es
410z 9toe 5102 vioz €10z fA2er4 102
€LE'EVR'T 906'999' [Saacliad 228'25€'2 ziz'eLe't €97'069't 12Ze' LS
8.9'z21 625G 085°801 52Z'v0L GEE'G8 1£8'6L 121’4
569'02.2 9/6'065'2 098'28€'Z 16G'8VC'C 128'982'L ze6'028't 00Z'004'¢
€LE'EYR'C 905'999'2 ovv'osr'e z28'e5¢e'e cigzig'y £92°969'+ Lze'isi'L
Li02 gloz si02 vioz €102 cioe 1102

se9) IO TEI0L
Mo|4 YseD) [enuuy

MO|4 UseD [enuly

21X 8
7@ lEeRBWWe)
0714 feyuspisay

sjuawaiinbay enuaAdy (2101

s100loid seD 397 1y - (w)3 18101

pajepdn - se9 3997 - ueld 1102
Arewwng uonezijejide)

Z sfold

1 woloig



Ae|pPg
630 L a3eg

(9)s pue (Z)(¥)S "soN uosang 03 JUSUPENY

9v8'sez’L 8€8'208'0 9ZP'€6E'0 015'950'9 8z1'128'y v69'0Eh' 11'050°E
6Y0'¥9E'9 $ LGL'910'9 $ 696'20L'S $ $EO'ELY'S LYO'HIE'Y $ 0Si'8Ll'y $ 6€1'806'2
£v5'626 08L'v6L Z£5'909 6bL'0VS 169'66€ 298'192 689'801
908'8EY'S 1I£'122's 1£¥'980'S SYE'2E6'Y 05€'L16'E 681'958'¢ 0S¥'86L'2
161118 ¢ 189'08. $ 15’069 $ 9Iv'ess 180'05p $ ppezie $  LE0'ZH
%ZE0L %2E 0L %ZE0L %2E 01 %ZE0L %ZE0L %ZE 0L

oLiL'osy'e $ 101'629'L $ vZv'ze9'9 $ B06'V50'S £25'298'y $ L0v'620'E § zeL'ole't
{105'ee8) (£90'05L) (618'829) (geL'819) (08g'elv) (20z'992) (rr6'8g)

(zse'L69'E) (608'422'2) (620°2L6'1) (16¥'0LE°1) (8v2'692) (is0'0L8) (689'804)
296'086'21 £86'071'LL £LT'8PE'S LpL'y8s'L 158'509'G 659'609°€ SBE'¥2S' |
£EY'ES W'l g5L'shl 8L€'L02 gee'Lee ¥16'8€

00Z'651't 85Z'Lv6 £97'086 0z2°188 9e8'212

LIE'YE6

%LLGE
256'269'
£V5'626

%E6'8

%EL'L
296'086'Z}

6.6'€€8'L

2102

%1LGE
608'42L°2
082'96L

%16'8

%EL’L
£86'0v1'HL

oLL'ssl’t

9ioZ

620°2L61

ZEG'999
%E6'8
%EL'L

€L2'8VE'6

2ELYaL’L

Gi0e

16V'01€"}
6v.L'0vS
%6y T
%EL'L
Wi'ves's

062°'8.6'L

vioz

8y1'69.

169'66E

%6Y°LL

%ELL
168'609's

L61'0v6't

€102

150'0LE
29e'192
%6V ¥Z
%EL'L
659'599'€

vz ivi'e

210z

689'801
689'801
%6271
%EVL
S6e'pzZs'L

GBE'YZS L

10T

(w)3 ej0L

30 ;0L

asuadxa xe) Auadoid lenuuy
ieldeDfueld palay uo uolieoaldsp sse
asuadxa uonelsaidaq [enuly

(N90) sesuadxa Bunesad)

wney
ende jo 1507 abelaay pajubiap

aseg aley

[eydenuEld Painay uo asuejed xe| pauaje(d shid
@oUBjEg XB| pauaje(q $597

|endeniueld painay uo uonedaldaq palenwnody shid
uoyieldaideq pajeInunaoy (sse

ieuded/ue|d pamey ssa

sainyipuadxa jeydeo sAnEINWING ‘jueld aiqiblg

ajep 0} aumyipuadx3 [elides uo A1anooay snuasay

souejeg xe) pauseQg

uopeinaidaq xel

e £

+ XE] 8Woou}
asuejeg uopenaldag paeINWNooY yoog
uofieisaidag yoog

Jeok sod ‘siel uoyenaidsQ xe L

Jeak Jad ‘ajes uonedaida( yoog
aneinwng iqibia

(pate1saida(y joN) alaibyz

MO} YSe [ENULY

Juswiaiinbay anuaAdy

J71d feljuspisay

pajepdn - 2139913 NM - ueid L 10T

Arewwing uonezijeyden

1 yafoid



1ejxg

6Jo g ased
(q)s pue (7)(B)S *SON uonsang) o) JuduIyPeny
8v9'92¢ 882'80¢ $0L'062 802'082 502'0€2 ¥59'202 059'85L
¥86'082 900'2.2 $  182'85¢ $ 809262 $ zlz'60Z 586'261 822 151
699'2Y S10°LE £LV'iE 6£0'92 FARN:I ZEE'ZL 6.9'S
[4XR 474 086'v€2 808'922 695'922 560°061 £59'081 6V5'Ght
$99'6€ 282'9¢ $ ezv'ee $ ool'sz $ zst'ic 699'v} 1Zy'L
%2E 0} %ZE0L %2E0L %2E 04 %2ZE0L %204 %ZE 0L
£5t'v8e 6/9°'1GE $ LZvie $ 99e'ziT $ 12e'802 98lL'ZvL SEB'LL
{g99'68) (1zg'se) (€052} {999'62) (929'22) (85L'2L) (9£0'2)
yee'viy) (ggo'iet) (6€9'v6) {291'e9) (821'2¢) [(AN-18) (6L9'c)
Shi'865 151616 ey’ ivp 661°59¢ 521'892 S66'ZLL 059'6L
ov8'e 8ie'e 1£8'2 066'9 6166 12L'o 9£0'2
Lr'es 80E'9Y giv'ee £19'6Y S68'0F 152y Z8E'iL

o%LLGE

yee'vLL
699°2Y
%E6'8
%ELL
Sy1'865

£62°6L

102

%iLGE
GG9'LEL
GL0'Le

%C6'8

%EeL’L
151618

8€L'LL

910z

%LLGE
6£9'V6
ELVLE

%E6'8

%ELL
454544

v12'9L

si02

%LLSE
291°e9
6£0'92

%6921

%ELL
661'69E

yL0'L6

pi02

%LLGE
8zl'ie
JARY:1
%6¥° L1
%ELL
5Z1'892

12166

€10z

%llge
Lo’
ZEL'ZL

%6v ¥

%EeL’L
S56°2L1L

SOE'E6

2ioe

%EL'L

059'6L

059'6.L

(w)3 1e301

JO g0l

asuadxa xe| Auadold [enuuy
|endenueld paiay uo uoneoaidep ssa
asuadxa uojjenaida( [Bnuuy

(Wg0) sasuadxe Bunesado

wnjey

lejides Jo 1500 abesaay paiybom

aseg sy

endenaueld paiay uo souejeq xe| pauasQd (shid
souejeg Xe| pausjeq 597

{endenaueld painay uo uonenaidaq palenWnIdY Snid
uoneraidaq pajenwnooy $$97

lendedAueld pamay 1sso7

sanjipuadxa jeydes saeinwnd ‘ueld agiby3

aiep 03 aunjipuadx3 jejdes uo K1aA02aY anuandy

souejeg xel pausad

uojjeroaidaq xe ).

asuejeg uonenaideq pajeinWNadY Yoog
uoyeivaidsq oog

Jeak sad ‘sles uopeioaidsg xel

JeaA sed ‘ejes uopeoalda( yoog
anyeinuing a|qibi3

(pajeaidag) JoN) alaiby3

MO|4 YsSBD fenuuy

juswasinbay anusasy

571a |e124awwo)

pajepdn - 214393]3 N - ueld 1102

Arewwwng uonezijeyde)

Z 8foud



Iejjeg
610 6 3ed

(9)S puE (7)(B)S "SON HOBSINY 03 JUIWYIERY

ouRalg NM-eloL

MO|4 UseD [enuuy

MO|4 Ysen fenuuy

1201

CTLZELE'S 8vv'9.8'L oveE'ove’t $9£'520'2 29€'6£0'2 695'VEZ'T Sy0'v09'L
€62'6L 8EL'LL ¥12'9L y.0'L6 11156 SOE'e6 059'6.L
6.6'¢€8't oiL'86L't ZeL'yeL’L 062'8.6'% 161'0v6't ¥9z'IvL'e SBE'YTS )
L102 9102 SL0T [4344 €102 zi0e Loz
£64'295°2 9ZL'HIL'L 0Ei'v89'9 8lz'lee's €£8'150°S 8vE'9e9'y 128'802'¢
8v9'9Z¢ 88Z'80¢ $0.°062 802082 s0L'0e2 ¥59'202 059'854
9ve'SeT’L 8E8'208'9 92Z¥'e6e’'s 016'950'9 8zi'ie8'y Y69°0EY'Y 111'080'e
£61'296'2 9ZL V'L 0cl'y89'9 gie'lee’e £€8°160'S 8vE'8E9'Y 128'802°€
pALs14 gloz si02 02 €0z (4274 Loz

97 [BIRIBWILOT

010 (enuapisay

sjuswalnbay snuaaay |ejoL

s308foad 2139913 N IV - (w3 ejoL

pajepdq - 211393]3 N - ueld 1102
Arewnwing uonezijeyiden

Z 18loidg

1 yosfoid






Q-6.

A-6.

LOUISVILLE GAS AND ELECTRIC COMPANY
KENTUCKY UTILITIES COMPANY

Response to the Commission Staff’s First Information Request
Dated June 1, 2011

Case No. 2011-00134
Question No. 6
Witness: Michael E. Hornung

In the Application and in Mr. Michael E. Hornung’s testimony (“Hornung Testimony”),
the existing programs will be in effect through 2014 based on the Order in Case No.
2007-00319 dated March 31, 2008. Five of the existing programs are without change.
The five are the following: Residential High Efficiency Lighting, Residential New
Construction, Residential and Commercial HVAC Diagnostic and Tune Up, Customer
Education and Public Information, and the Dealer Referral Network. The Companies
propose to make changes to the following existing programs: Residential and
Commercial Load Management/Demand Conservation Program, Commercial
Conservation/Commercial Incentive Program, Residential Conservation/Home Energy
Performance Program, Residential Low income Weatherization Program (Wecare), and
the Program Development and Administration. The following are proposed new
programs: Smart Energy Profile Program, Residential Incentive Program, and the
Residential Refrigerator Removal Program.

a. Provide the proposed termination date for the existing programs the Companies are
proposing to change. Explain.

b. Provide the proposed termination date for the proposed new programs. Explain.

a. The proposed termination date for the existing programs the Companies are
proposing to change is 2017. The Companies are seeking approval for program
budgets and metrics, to be prorated to begin six weeks following the date of the
Commission’s Order approving the Application. There is a possibility that any
remaining balance from the calendar-year-one budget may be applied to an eighth
calendar year of program activities, allowing the approved budgets to cover a full
seven years of programming.

b. The proposed termination date for the proposed new programs is 2017. The
Companies are seeking approval for program budgets and metrics, to be prorated to
begin six weeks following the date of the Commission’s Order approving the
Application. There is a possibility that any remaining balance from the calendar-
year-one budget may be applied to an eighth calendar year of program activities,
allowing the approved budgets to cover a full seven years of programming.






LOUISVILLE GAS AND ELECTRIC COMPANY
KENTUCKY UTILITIES COMPANY

Response to the Commission Staff’s First Information Request
Dated June 1, 2011

Case No. 2011-00134
Question No. 7
Witness: Michael E. Hornung

Q-7. Refer to page 14, line 1, of the Hornung Testimony. There is a table of program costs.
Provide this table in an electronic format.

A-7. An electronic version of this table is provided on the enclosed CD in the folder titled
Question No. 7.






Response to Question No. 8
Page 1 of 2
Hornung

LOUISVILLE GAS AND ELECTRIC COMPANY
KENTUCKY UTILITIES COMPANY

Response to the Commission Staff’s First Information Request
Dated June 1, 2011

Case No. 2011-00134
Question No. 8

Witness: Michael E. Hornung

Refer to pages 15 and 16 of the Hornung Testimony. There is a statement, “If the
Companies’ reviews reveal any programs to be cost-ineffective or otherwise
underperforming, the Companies will discontinue the program and notify the
Commission by a letter or motion.”

a.

What determination will the Companies use as identifying cost-ineffective or
underperforming programs? Explain.

Have the Companies ever discontinued any cost-ineffective or underperforming
program(s)? Explain.

If the Companies determine that a program or programs are cost-ineffective or
underperforming, would the Companies consider filing an application to remove the
proposed costs of the program(s), if those costs significantly affect the residential or
commercial DSM tariffs? Explain.

For a program to be discontinued, the Companies take a three-pronged approach: (1)
is the program operating effectively within the budget that was developed and
approved; (2) has the program met or exceeded the necessary energy and demand
savings; and (3) as all DSM programs’ participation is voluntary, is the program
meeting the customer expectations and perceived value?

In 2001, the Companies discontinued the Industrial Lighting Program. This was a
Program approved in KPSC Case No. 2000-459. Upon receipt of the Commission
Order approving this program and prior to initiating this program, the Companies
surveyed the industrial customer class to determine a projected participation in light
of the “Industrial-Opt Out” provision within KRS 278.285 (3). The survey results
demonstrated that over 85% of this customer class would choose to not participate,
which would not make running the program cost-effective. At that time, the
Companies chose not to implement the program.



C.

Response to Question No. 8
Page 2 of 2
Hornung

The Companies are interested in pursuing only programs that allow for the delay in
construction of generating assets and ensure the prudent use of funds. To that end,
they review the programs’ performance on an ongoing basis and make adjustments as
needed, then adjust the DSM billing factors annually. Generally speaking, the
Companies do not believe it will be necessary to terminate a program mid-year; a
program’s temporarily poor performance may be improved, and in the event it cannot
in a reasonable amount of time, the Companies will terminate it during the annual
DSM billing adjustment process. That notwithstanding, if (1) a program is
performing sufficiently poorly that it would be prudent to terminate it before the
annual DSM billing adjustment process and (2) terminating the program would
significantly affect the Companies’ residential or commercial DSM tariffs, the
Companies would be willing to file with the Commission to terminate the program.






A-9.

LOUISVILLE GAS AND ELECTRIC COMPANY
KENTUCKY UTILITIES COMPANY

Response to the Commission Staff’s First Information Request
Dated June 1, 2011

Case No. 2011-00134
Question No. 9

Witness: Michael E. Hornung

Refer to page 21 of the Hornung Testimony, which mentions that the Companies are
considering partnering with the Kentucky Home Performance Program (“KHPP”). A
Kentucky Home Performance Powerpoint presentation, dated July 23, 2010, states that
Kentucky Home Performance will serve middle to upper income bracket households.

a. Will the Companies have an income level requirement to participate in any such
program? Explain.

b. If a partnership is formed, explain whether the proposed amount of the incentive paid
by the Companies would be affected by the incentives received through the KHPP.

a. The Companies will not have an income requirement to participate in the Companies’
Home Energy Performance Program. The Home Energy Performance Program has
been designed for all residential customers. The tier structure allows for energy
savings at all levels. For a customer charge of $25 the first tier audit provides the
customer approximately 10% energy saving generated from the energy efficiency
measures and air sealing deployed at the time of the audit. The program budget is
designed for 75% of the program participants stopping at the tier one level. At the
same time the online audit tool is accessible to all customers on the Company’s
website www.lge-ku.com.

b. The proposed amount of the incentive paid by the Companies will not change.
However, the Companies will look to coordinate with the Kentucky Home
Performance Program to ensure that the Companies’ customers have the opportunity
to participate in both programs to maximize their incentive for energy efficiency
efforts in their home.






Q-10.

A-10.

LOUISVILLE GAS AND ELECTRIC COMPANY
KENTUCKY UTILITIES COMPANY

Response to the Commission Staff’s First Information Request
Dated June 1, 2011

Case No. 2011-00134
Question No. 10

Witness: Michael E. Hornung

Refer to page 29 of the Hormung Testimony. Over 20 utilities across the nation have
implemented secondary refrigerator removal programs similar to the proposed program.
A similar program evaluated by another utility was determined unjustifiable on a
cost/benefit basis. Other than the amount of the payment offered by the utility to the
customer participant for a refrigerator, explain what other factors might determine
whether the program will be cost beneficial for one utility, but not another.

There are many factors that will determine the cost benefit of a particular program. The
total program budget is a key factor, especially given the varying costs that may be
incurred by having a third-party vendor schedule and remove the items. This vendor
could have higher operating costs in one state versus another. Other factors pertain to the
size of the program. For those areas of high urban density, the number of expected units
removed versus a very rural area could differ significantly. Lastly, each utility has unique
costs, such as avoided capacity costs and basic energy costs that would factor in to the
benefits achieved of the program. The analysis completed by the Companies associated
with this program demonstrates it to be cost effective under the California Standard
Practice Manual benefit-cost tests.






Q-11.

A-11.

Response to Question No. 11
Page 1 of 2
Hornung / Counsel

LOUISVILLE GAS AND ELECTRIC COMPANY
KENTUCKY UTILITIES COMPANY

Response to the Commission Staff’s First Information Request
Dated June 1, 2011

Case No. 2011-00134
Question No. 11

Witness: Michael E. Hornung / Counsel

Refer to Exhibit MEH-1, Volume I, at page 19. A comment is made that, “In December
2009, the Companies became aware of a technology-related risk concerning the
programmable thermostats used with the Demand Conservation Program.”

a.

b.

Explain the technology-related risk.

Was there any financial harm caused by this risk and, if so, was there any financial
settlement or credit applied to the DSM program costs? Explain.

Did the Companies change vendor(s) and did the vendor(s) fulfill their contractual
obligations regarding the programmable thermostats? Explain.

The Companies state that, although successful, the Companies recognize that the
potential for growth for the Residential and Commercial Load Management Demand
Conservation program is still significant.

(1) Explain whether there has been any resistance to the program coming from the
perception that cycling the equipment can be harmful to the equipment or shorten
the life span of the equipment. Include in the explanation whether any evidence
exists that supports the perception and whether any complaints have been made
by participants relating to such a belief.

(2) If resistance to the Demand Conservation program exists, what steps have been
taken by the Companies to address any concerns which have been raised?

The technology-related risk was determined to be overheating of thermostat
components creating a potential fire hazard.

Yes, there was financial harm. Because of the potential safety risk, LG&E and KU
undertook to replace the load-control thermostats with off-the-shelf programmable
thermostats that did not have a load control function. That work began in January
2010 and is now largely complete. The Companies have incurred $1,986,945 in costs



Response to Question No. 11
Page 2 of 2
Hornung / Counsel

associated with that replacement program. The costs through 2010 ($1,940,300) were
placed into the DSM balancing adjustment for 2011. The Companies instituted
litigation in October 2010 to recover at least some portion of the costs associated with
the purchase of the original load control thermostats as well as the costs associated
with the replacement program. That litigation is still pending. The Companies will
credit customers via the DSM balancing adjustiment any net amounts recovered
through litigation.

The Companies stopped accepting any further shipments of the load control
thermostats on January 2, 2010. There remains a dispute with the vendor regarding
the scope and applicability of any warranty regarding the original load control
thermostats, which is the subject of the pending litigation, mentioned in b above. The
replacement thermostats were purchased from a different vendor.

(1) Since the inception of the program, the Company has heard and received the
claim from customers that cycling equipment can be harmful to the equipment
and shorten the lifespan of the equipment. The Companies have not witnessed or
reviewed any failed equipment or research that substantiates this perception. As
this issue is occasionally presented, the Companies seek to educate the customer
on the functionality of the switching equipment and its interaction with various
AC units.

(2) The Companies continue to educate customers related to the benefits and
functionality of the program, while clarifying any misinformation or
misperceptions that the customer may have received. This is done through
marketing materials, presentations, one-on-one conversation with customers, and
customer-facing events. The Companies have created an open dialogue with the
HVAC contractors to ensure their communication with customers regarding the
cycling of equipment is appropriate and accurate.






LOUISVILLE GAS AND ELECTRIC COMPANY
KENTUCKY UTILITIES COMPANY

Response to the Commission Staff’s First Information Request
Dated June 1, 2011

Case No. 2011-00134
Question No. 12

Witness: Michael E. Hornung

Q-12. Refer to Exhibit MEH-1, Volume [, at page 21. There are two tables presented as to the
projected participants for the Residential Participation Goals and the Commercial
Participation Goals. The residential participation goals for Year 1 are 11,900 and the
commercial participation goals are 540. In the ICF International Report, Section 10.0 of
Volume I, on page 27, the report lists $6,186,874 for the annual budget and 131,000
participants for the Residential Load Management Program. Also, on page 32 of the ICF
International Report, it lists $321,821 for the annual budget and 5,100 participants for the
Commercial Load Management Program.

A-12.

a.

As to the Residential Load Management Program, the annual budget of $6,186,874
appears to be correct when compared to the Year 1 budget of $6,187,000 provided on
page 24 of Exhibit MEH-1, Volume 1. Explain why there is a difference in
participants for Year 1 of 11,900 versus 131,000 as shown in the ICF International
Report.

As to the Commercial Load Management Program, the annual budget of $321,821
appears to be correct when compared to the Year 1 budget of $322,000 provided on
page 24 of Exhibit MEH-1, Volume 1. Explain why there is a difference in
participants for Year 1 of 540 versus 5,100 as shown in the ICF International Report.

Depending on which participant number is correct, does this change the lost sales
value that has been calculated for these programs and, if so, does it change or revise
the calculated DSM factor or rate? Explain.

11,900 is the incremental participant count for Year 1, whereas 131,000 is the
program-to-date total. The ICF International Report includes existing participants
because the budget incorporates incentive expenses. A significant portion of the
budget is related to existing participants’ incentives, so it would provide a skewed
review if only incremental participants were considered for program effectiveness.

Please refer to the response to part a. above.

This does not change the lost sales value that has been calculated for the Residential
and Commercial Load Management / Demand Conservation Programs.
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Q-13. Refer to Exhibit MEH-1, Volume I, at page 24. There is a table of program costs for the
Residential Annual Program Budget. Provide in an electronic format, unprotected, with
all formulas intact, the seven-year projected programs casts, capital expenditures and
capital costs for all programs that are presented in this application and listed in question 6
of this first set of data requests. Year 1 program costs shall be in whole dollars and Years
2 through 7 shall be rounded to thousands ($000). Use the format of the following table.

Program costs Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7
$000 $000 $000 $000 $000 $000

Administration  $XXX XXX XXX EXXX XXX XXX XXX XXX

Implementation X, XXX XXX X XXX X XXX $X XXX SX XXX  $XXXX X XXX
Incentives XXX XXX EX XXX EX XXX X XXX X XXX EX XXX X, XXX

Miscellaneous  $X XXX XXX $X XXX EX XXX X XXX X XXX X XXX X XXX

Total $5891,000  FXXXX  SXXXX  EXXXX  HX XXX  $X XXX X XXX
Capital Costs $296,000 $XXX XXX XXX XXX XXX $XXX

Capital Year 1 Year 2 Year3 Year 4 Year 5 Year 6 Year7
Expenditures

$000 $000 $000 $000 $000 $000

Load Control ~ $X XXX XXX $X XXX $X XXX X XXX X XXX X XXX X XXX
Switches

Programmable X XXX XXX X XXX X XXX SX XXX $X XXX $X XXX $X XXX
Thermostats

Total FXXXXXXX X XXX EX XXX EX XXX $X XXX SX XXX $X XXX

A-13. An electronic version of this table is provided on the enclosed CD in the folder titled
Question No. 13.
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Q-14. Refer to Exhibit MEH-1, Volume [, at page 34. There is a table presented as to the
projected participants for the Onsite and Online Participation Goals. The participation
goals for Year 1 are 1,200 for Onsite and 3,000 for Online. In the ICF International
Report, Section 10.0 of Volume I, there is listed on page 43 $1,460,826 for the annual
budget and 7,200 participants for the Residential Conservation/Home Energy
Performance Program.

a. The annual budget of $1,460,826 appears to be correct when compared to the Year 1
budget of $1,461,000 provided on page 36 of Exhibit MEH-1, Volume 1. Explain why
there is a difference in participants for Year 1 of 1,200 and 3,000 versus 7,200 as
listed in the ICF International Report.

b. Depending on which participant number is correct, does this change the lost sales
value that has been calculated for these programs and, if so, does it change or revise
the calculated DSM factor or rate? Explain.

A-14. a. The correct participant values should be 4,200 for Year 1 and 8,000 for Year 3. The
values contained in the ICF International Report were an oversight. The values
impacted in the table are updated below.

Program Element/ LG&E /KU
Metric Year | Year 3
Participants 4,200 8,000
kWh/Participant 702 646
kW/Participant 0.2 0.2
Cost/Participant $348 $276

b. This does not change the lost sales value that has been calculated for the Residential
Conservation / Home Energy Performance Program.
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Q-15. Exhibit MEH-1, Volume II, Exhibit A, was provided electronically in a pdf format. There

are 118 pages in this exhibit. Provide Exhibit MEH-1 in an electronic format with all
formulas intact, unprotected, and labeled as to program.

A-15. An electronic version of these tables are provided on the enclosed CD in the folder titled
Question No. 15. The exhibits within these tables are model-output driven and as such
the formulas are not generated.
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Q-16. The following existing programs are proposed to be changed: Residential and

Comimercial

Load Management/Demand Conservation Program, Commercial

Conservation/Commercial Incentive Program, Residential Conservation/Home Energy
Performance Program, Residential Low income Weatherization Program (WeCare), and

the Program Development and Administration.

A-16. a.

Compare the existing programs that are to be changed in this application with the

differences by program.

~same programs as filed in the Case No. 2007-00319 application and explain the

If the existing programs were not changed and remained the same as filed in Case No.
2007-00319, what would the effect be on the various DSM components? Explain.

By program, provide the proposed annual salaries and benefits of the additional

employees to be added.

The existing programs that are to be changed in this application are explained in the

chart below.

Residential and Commercial Load
Management/Demand Conservation

Addition of FTE for multi-family and
commercial segment outreach.

Ability to modify and increase financial
incentives for program participation.
Capitalization of newly installed load-
control switches / thermostats.

Commercial Conservation/Commercial
Incentive Program

Addition to the energy efficiency retrofits
eligible to include refrigeration.

Addition of commercial customized
incentives to encourage sustained energy
efficient retrofits.

Increase to the rebate cap per facility.

Residential Conservation/Home Energy
Performance Program

Addition of residential incentives for
implementation of audit results.

Residential Low income Weatherization
Program (WeCare)

Additional funds for increased
weatherization measures.
Increased number of customers served.

Program Development and Administration

Addition of staffing infrastructure.




b.

Response to Question No. 16
Page 2 of 2
Hornung

If existing programs remained the same as filed in Case No. 2007-00319, the
programs would terminate in 2014, hindering the Companies’ ability to meet the 2011
IRP cumulative demand reduction of 500MW. The resulting impact to the DSM tariff
components would vary by program and component.

The following chart demonstrates the proposed annual burdened salary budgets of the
additional employees to be added to the Residential and Commercial Load
Management/Demand Conservation Program, Residential Conservation/Home
Energy Performance Program, and Program Development and Administration.

Program Incremental Burdened Labor Budget
. FTE Count
Residential and Commercial I Exempt FTE $164,540
Load Management/Demand
Conservation
Residential Conservation/Home SFTE $82,270
Energy Performance Program
Program Development and 3 Exempt FTEs $476,931
Administration

The Residential Low income Weatherization Program (WeCare) and Commercial
Conservation/Commercial Incentive Program does not have additional staffing
infrastructure.
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Q-17. Are the Companies considering any DSM programs that PPL might have in place in other
jurisdictions? Explain.

A-17. The Companies continually research and plan for future energy efficiency programming
for its residential and commercial customers. The current DSM programs operated by
PPL are similar to those DSM programs currently being operated through Case No. 2007-
00319 or those being proposed in Case No. 2011-00134.
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Explain whether the intent of the Residential Refrigerator Removal program is to remove
secondary refrigerators, to replace inefficient refrigerators with more efficient ones, or
both. Include in the explanation whether other appliances, such as window air
conditioners, have been considered for a replacement program.

The intent of the Residential Refrigerator Removal program is to remove and recycle
working yet inefficient secondary refrigerators and freezers from residential households.
This filing does not include other appliances such as window air conditioners; however,
the Companies continue to research and analyze potential future replacement programs
opportunities.



