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GT TESTIMO 

LILA P. MUNSEY 

ON 



VERIFICATION 

The undersigned, Lila P. Muiisey, being duly sworn, deposes and says shc is tlie 
Manager, Regulatory Services for Kentucky Power Company, that she has personal 
liiiowledge of the matters set forth in tlie forgoing testiiiioiiy aiid the in€oriiiation 
contained therein is true and correct to tlie best of her information, knowledge, and belief. 

/? w m q  __ 
Lila P. Muiisey 

COMMONWEALTH OF KENTIJCKY ) 

COUNTY OF FRANKLIN 1 
) CASE NO. 2012-00428 

Subscribed and sworn to before me, a Notary Public in and before said Coiunty 
and State, by, Lila P. M~insey, tliis tlie day of January 2013. 

n 
My Coiniiiissioii Expires 2 3 ,  abL3 
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PLEASE STA 

My iiaiiie is Lila P. Muiisey. I ani Manager of Regulatory Services for I<.entuclqr Power 

Coiiipaiiy ("ICeiitucky Power," "IliPCo" or "Company") aiicl my business aclclress is 10 1 

Eiiterprise Drive, Frankfort, I<eiituclcy 4060 1. 

I received a Bachelor of Scieiice in Civil Engineering from Purdue UniveIsity, West 

Lxfayette, Iiidiaiia, in May 1975 aiid begaii my career with Appalacliian Power Company 

("APCo") as a Civil Eiigiiieer in the I-Iydroelectric Departiiieiit. In A~ig~is t  19S3, I was 

promoted to the positioii of Cost Allocatioii Analyst for APCo where I conducted 

iiuiiie~ous studies to support retail rate filings and regulatory iiiteractions with the West 

Virginia aiicl Virginia regulatory commissions. In November 198.5, I transferred to the 

Rate Departiiieiit of American Electric Power Service Corporation, ( ffAl?,PSC"), in 

C o l ~ i i i i b ~ ~ ,  Ohio, as an Associate Rate Analyst wliere I developed aiicl supported 

operating coiiipaiiy retail rate filings w-ithin American Electric Power Company, Iiic.'s 

("AEP") seven easterii states. I was promoted to Rate Analyst in Noveiiiber 19S9 where I 

17 cleveloped, supported, aiid testified iii retail filings coiiceriiiiig cost-of-service issues 
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In Jaiiuary 1998, I moved to the newly-foriiied transmission pricing group as a 

Traiisiiiissioii Contracts & Regulatory Specialist for AEP. In this capacity, 1 prepared 

AEP's Federal Eiiergy Regulatory Commission (I'FERC'I) traiisiiiissioii rate filings, 

including traiisiiiissioii cost-of-service studies, rate design, aiid tariff development in 

siippo~t of the Regional Traiisiiiissioii Orgaiiizatioii ("RTO") developiiieiital filings aiicl 

liegotiations for the Alliaiice TralisCo aiicl ultiiiiately AEP's entrance into PJM's RTO 011 

October 1,  2004. I also prepared long-term reservation Contracts with olher utilities, 

developed a contract maiiageiiieiit traclting systeiii, provided expertise on AEP's Open 

Access Traiisiiiissioii Tariff aiid tariff revisioiis as necessary, and developed the iiierger- 

related FERC filings required foi- AEP's iiierger of the operating coiiipanies in tlie seven 

eastern states with those in tlie fo'our western states previously known as Central SC 

Southwest ("CSW'). Iii June of 2000, I was promoted to Seiiior Regulatory Consultant 

in the Traiisiiiissioii aiid Iiitercoiiiiectioiis Department, whicli became part of the 

Regulated Tariffs Department in 2005. In September 20 IO, I traiis.ferrec1 from AE,PSC to 

IC.eiitucky Power where I assuiiied my current respoiisibilities aiid position. 

I iiiaiiage Regulatory Services, which Iias the respoiisibility for rate aiicl regulatory 

matters affecting ICentucky Power. This iiicludes the preparation and coordination of the 

Company's exhibits aiicl testiiiioiiy in rate cases aiid any other formal filings before state 

aiid federal regulatory bodies. Another responsibility is assuring the proper application 

of the Coiiipaiiy's rates to all classificatioiis of business. 
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A. Y e s .  I have testi.fied coiiceriiiiig certain eiiviroiiiiieiital surcharge matters in  Kentucky 

Case No. 2.01 1-00401, which iiivolved an applicatioii by Kentucky Power to 1-etro6-t Big 

Saiicly Unit 2 with a Dry Flue Gas Desulfurization (“DFGD”) Scrubber. I aiso provided 

testiiiioiiy in periodic Coiiiiiiissioii reviews of tlie Coiiipaiiy’s Fuel hdjustiiieiit Clause 

aiid Eiiviroiiiiieiital Surcliarge filiiigs. Prior to ,joining Kentucky Power, I testi.fiec1 belore 

this Coiiiiiiissioii in Case No. 9 1-066, a regulatory proceeding iiivolviiig the adjustiiieiit in 

electric base rates for I<PCo. I have also presented testiiiioiiy for Wheeling Power 

Coiiipaiiy before the Public Service Coiimiissioii of West Virginia aiid for Appalachian 

Power Company before tlie Virginia State Corporation Commission. 

Q. HAT IS ‘IT OF YOUR ‘ I T ~ S T ~ ~ ~ ~ Y ?  

A. The purpose of this testiiiioiiy will be to respond to the Commission order in Case No. 

2,012-00423 on behalf of ICeiitucky Power to address aspects of a Siiiart Grid (“SG”) 

system froiii hardware aiid software issues to reliability iiiiproveiiieiit, cost recovery 

issues, aid clynaiiiic pricing or tiiiie-of-use (“TOIJ”) rates. Adclitionally, the testiiiioiiy 

will discuss the Energy Iiidepeiideiice aiid Security Act of 2,007 (“EISA 2.007”) Siiiart 

Grid Iiivestiiieiit Standard, EISA 2,007 Siiiart Grid Iiiforiiiation Staiidard, Report of tlie 

Joiiit Parties, Joint Coiimeiits of the Attoriiey Geiieral (“AG”) and Coiiiiiiuiiity Action 

Council (“CCAC”), aiid tlie Keiitucky Smart Grid Roadmap. 
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ICPCo is eiigaged in the generation, traiismissioii aiid distribution o r  elect1 ic p o ~ ~ e i  to 

approximately 173,000 retail custoiiiers in an area in eastern Kentucky, aiid 111 supplying 

and iiiarltetiiig electric power at wholesale to other electiic utility coiiipaiiics, 

municipalities aiid other market participants. In additioii to its AEP S ysteiii 

iiitercoiuiectioiis, IQCo is iiitercoiunected with tlie following utility coiiipiiies: 

ICeiitucky Utilities Coiiipaiiy and East I<eiitticky Power Coopeiative Iiic. ICPCo is also 

iiitercoiiiiected with tlie Teiiiiessee Valley A~ithoiity. IQCo is a meiiibci 01 PJM. 

ICPCo’s distribution system iiicludes approximately 10,000 iiiiles of clistributioii lines aiid 

approxiiiiately 1,250 iiiiles of transmission lilies operated at voltages from 34 5 1tV to 765 

1tV. KPCo operates aiid iiiaiiitaiiis approxiiiiately 52 distribution substations aiid 29 

tiaiisiiiissioii snbstatioiis. 

In aclditioii, ICPCo is oiie of teii subsidiary operating coiiipaiiics ol 1\13’, one ol 

the largest electiic utilities in the Uiiited States that delivers electricity to iiioic than 5 

iiiillioii custoiners ia eleven states. As a iiieiiiber company 01 AEP, ICPCo is able to 

collaborate with other AEP member companies to share aiicl receive the iesults Ii-oiii SG 

studics coiiducted throiigliout the AEP system. 

PLEASE SU Y KPCO SG ~~~~~A~~~~~ 

KPCo has primarily focused 011 the €ollowiiig three areas or  SG rlevelopiiicnt. 

0 Distribution Automation (“DA”), 

Q VoltNAR Optimization (“VVO”), aiid 
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Supervisory Coiitrol aiid Data Acquisition (“SCADA”). 

These SG tecluiologies were chosen because they provide tlie iiiost lxnefits to 

ICPCo custoiiiei-s, and can provide immediate cost savings aiid iiiiprovecl reliability. 

The iiistallation of DA lias been evolving t h r ~ ~ i g l i ~ ~ i t  the IQCo service a im.  A 

total of iiiiie distribution circuits have been automated, ~vhicli include five cii.cuits in the 

Aslilaiid District, two circuits in tlie I-Iazarcl District, and two circuii:s in the Pilteville 

District. Additioiial circuits have been proposed for tlie Hazard District (six circuits), the 

Pilteville District (four circuits), aiicl the Aslilaiid District ( 12 circuits). 

VVO is under developmeiit with a project initiated in 2012. Tlie planning aiid 

eiigiiieeriiig to select equipmelit aiid site locations has been coiiipleted, aiicl 2.5 circuits are 

plaiiiied for VVO teclxiology b y  tlie elid of 201.3. This SG tecluiology improves tlie 

overall distribution systeiii voltage b y  reducing the peak voltage aiid end-to-end voltage 

differeiitial for each circuit. The effect is to reduce peak cleiiiaiicl aiid eiiergy 

consumption for custoiiier loads. This project is expected to reduce peak clemaiicl b y  

approximately 5 MW aiid eiiergy usage by approximately 24,000 MWh. 

Tlie goal to iiistall SCADA at all I<.entiiclcy Power substations continues to be 

implemented. As of the time of this filing, it is estimated that 38 percent of the SCADA 

iiistallatioiis are completed for distribution substations aiid 90 percent are completed for 

transmission SLhstatioiis. SCADA is needed to support DA aiid VVO, as well as to 

provide other reliability benefits. 

Tlie Coiiipaiiy lias also coiiipleted the installation of Automated Meter Reading 

(“AMR’) meters replacing all older electro-iiiecliaiiical meters. The AMR meters are 

micro-processor based iiieters that use short-range radio frequency (“RF”) 
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coiiiiiiuiiicatioii, wliicli is accomplished witli a traiisceivei- mounted in a uti lily vehicle. 

As the vehicle passes tlirougli tlie area w-liere tlie meter is located, data is transferrecl 

between the meter aiid tlie vehicle. AMR iiieters are capable of supporting 'I'OU rates, 

but are generally iiot considered as SG teclmology siiice tliey oiily coiiiiiiuiiicate one-way 

with the utility. Nevertheless, customers are able to access their energy data through their 

accouiit 011 the I<.PCo website. 

Finally, as indicated later in this testimony, ICPCo has been involved wit11 (lie SG 

collaborative pro-jects initiated by tlie Commission iiiclucliiig tlie Report o 1-' the , I  oiiit 

Parties aiid tlie I<eiitucky Smart Grid Roadiiiap. The Coiiipaiiy is supportive of cost- 

effective SG developiiieiit, aiid is an active participant in siiiart grid iiiipleiiieiitatioii. 

CURRENT USE OF TB-IESE TEC LOGIES BENEFIT 

Yes. Customers are receiving benefits from tlie use of tlie icleiitifiecl teclmologies. The 

DA iiistallatioiis provide sigiiificaiit reliability benefits to I<PCo customers. DA 

facilitates the automatic sectioiializiiig of radial distribution circuits. By coiiiiecting 

circuits together with autoiiiated switclies aiid addiiig additional automatecl s~vitclies for 

sectioiializiiig, fewer periiiaiierit outages are experienced by customers 011 those circuits. 

Because of tlie topography aiid rural iiature of the I<PCo service area, cnstoniers 011 those 

circuits esperieiice improved service reliability. It is estimated that iiioi-e tliaii h e  

iiiillioii custoiiier outage iiiiiiutes have been avoicled siiice the program begau. 

The SCADA iiistallatioiis also improve customer reliability by provicliiig reiiiote 

iiioiiitoriiig aiid operation of substatioii equipiiieut. SCADA is also needed to support DA 

and VVO. Tlxougli tlie use of SCADA at all IQCo substations, equiplimit can be 
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operated remotely to expedite the restoration of substatioii eqriipiiieiit clr.uiiig storin 

events. All of these improve reliability for customers. 

Finally, AMR meters can be read faster with fewer people requiring less drive 

Aclditioiially, fewer customer meters are time, which has reduced operating costs. 

estiiiiated, so custoiiier biIIs reflect actual eiiergy usage. 

Q. YNAMIC PRBCHNG? 

A. For the pwposes of this proceeding, the Commission lias defined TOU rates as 

syiionyiiious with Dyiiaiiiic Pricing. AMR. meters will s-cll,port TOU rates. The AMR 

iiieter is required to have a chaimel for each rate period such as an on-peak period aiicl an 

ofl-peak period. The energy is then measured for each period and associated with the 

applicable rate. TOU rates are fixed for specific periods of time, so the customer lias 

knowledge of tlie period times aiid associated rates, so they iiiay choose energy rise 

optioiis that suit tlieir specific needs. TOTJ rates are not preferred by all custoiiiers 

because TOU rates require the custoiiier to be an active participant. 

W .  EBSA 2009 AMEN MENTS TO PUMA 

Q. PLEASE 

A. In  EISA 2007, Section 1307, State Coiisicleration of Smart Grid, "Each Stalc shall 

coiisicler requiring that, prior to uiidertakiiig iiivestiiieiits in iioii-advaiicccl grid 

tecluiologies, an electric utility of the State demonstrate to the State that the electric 

utility coiisidered ail iiivestiiieiit in a qualified SG system based on appiopi iate l'actois 
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iiicludiiig total cost, cost-effectiveness, improved reliability, security, system 

p e r o  riii an ce , aiicl so ciet a1 bene fit. ” 

E$ B;9PCO CONS1 

These prqject attributes are required for all prqjects, aid are reviewed cluring the KPCo 

prqject approval process. If total cost and cost-effectiveness were imt required, it \.\iould 

be difficult to differentiate aiid prioritize projects. Techiiology aiid iiew proclucts are 

constantly evolving, aiid as such, are evaluated o r  use and iiiclusioii in utility stanclards 

Cor iiew construction aiid upgrades. Reliability, security aiid system performance over the 

life of an asset can impact operation aiicl iiiaiiiteiiarice costs, and so it is practical aiid 

desirable to consider these factors. Societal benefits are more difficult to measure, but 

custoiiier beiiefits aiicl preferelices are obtained through surveys, web-based iiieclia and 

direct contact tluougli the AEP Call Centers. 

0 YOU STI[H,P, SUFP E FO$%TICON ON THE EISA 2004 SMART GRID 

AS PWlESENTE MPANY WITNESS 

WAGNER IN CASE NO. 2008-00408? 

Yes. In his Direct Testimony, Coiiipaiiy witiiess Wagner iiidicates the Commission 

currently possesses the autliority to require a utility seeking to make an investiiietit in a 

non-advanced tecliiiology to cleiiioiistrate that it considered iiivestmeiit in a (7 ualii’iecl SG 

technology; therefore, it is not iiecessary to formally adopt EJSA 2.007. Tliere are 

regulatory iiiechaiiisiiis currently in place which afford tlie Coliiiiiissioii tlie opporttiiiity 

to review any such iiivestiiieiits. 
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Iii the same section, Section 1307, the Smart Grid Iiiforiiiatioii subpart requires that “All 

electricity purchasers sliall be provided direct access, in written or electronic mnchine- 

readable foriii as appropriate, lo iilforiiiatioii from their electricity provicler.” The 

information is to iiiclude prices, usage, intervals aiid projectioiis and sources. 

“Purcliasers shall be able to access their own inforiiiatioii at any tiiiie through the interiiet 

and or other iiieaiis of comiiiuiiicatioii elected by that utility for Siiiart Grid applicntions.” 

ENTS 

Yes. T l ~ o ~ i g h  tlie IQCo website, customers on a TOU tariff can log into their account to 

review price, usage aiid other data as applicable. Furtlier, the Coiiipaiiy has committed to 

liarticipate in tlie Green Button (“GB”) initiative. Iiiipleiiieiitalioii of tlie GB is espectecl 

to be completecl in 2,013. GB is an industry-led effort that respoiids to a White House 

call-to-action to provide coiisuiiiers with easy-to.-uiiderstaiid data about their Iiouseholcl 

energy use. TOU rates are currently available to residential, coiiiiiiercial and industrial 

custoiiiers tlxough the Coiiipaiiy website. The GB initiative will I-irther simplify this 

process. See the testiiiioiiy of Coiiipaiy witiiess ROLIS~  for an explanation o i‘ the rates, 

tariffs aiid custoiiier participation. 

SETION ON THE E SMART GRID 
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Yes. 111 liis Direct Testimony, Coiiipaiiy witiiess Wagiier explaiiis that it wo~lcl  not 

beiiekit ratepayers to adopt tlie EISA 2007 Siiiart Grid Iiiforiiiatioii Staiidai-cl siiice rate 

o fferiiigs, such as “real time pricing” or “critical peak pricing” as explained in Compaiiy 

wi tiiess Ro~isli’s testiiiioiiy, require deployment of the necessary SG componeiits. Until 

that iixfrastructure is in-place, it does not iiialce seiise to adopt tlie staiidarcl. 

TIES IN CASE 

The Joiiit Parties is a collaborative of electric utilities locatecl tliro~igho~it the Stale of 

ICeiituclq~, iiicludiiig IGxitucky Power, who were asseiiibled to iiivestiga le tlie 

developiiieiit aiicl use of SG technologies. The collaboration also included the University 

of Louisville and the University of I< eiitucky, who facilitated tlie gathering and 

preseiitatioii of iiiforiiiatioii. The Report of the Joiiit Parties represented the culmination 

of S G iiiforiiiatioii collected during the multi-year study. The iiiipleiiieiitatioii of SG 

technologies is still in the iiifaiicy stage, aiid it will coiitiiiue to evolve over an esteiicled 

period of time. It was also recognized there will not be a single solutioii for all utilities, 

but each utility will have to develop solritioiis that are unique to tlie iieeds and 

espectations of their customers aiicl the operating cliaracteristics of their respective 

utilities. The iinportaiice of SG cost/beiiefit aiialysis was also discussed, and it \vas 

agreed the use of esistiiig iiietliods of evaluation such as payback, net presen[ value or 

iiiteriial rate of return coulcl be used to cleteriniiie the prudence of SG investments. 

PKIEASE NTS OF $NE AG AND CAC IN 
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The iiiaiii coiicerii of tlie AG aiicl CAC Joint Respoiise (“Report of tlie Joint Parties”) was 

tlie cost to iinpleiiieiit SG tecluiologies. Tlie Joint Intervenors recoiiiiiieiid: (a) 

investiiieiits in SG teclmologies be justified by a robust cost-benefit analysis; (b) tlie 

implciiientatioii of SG investments should be accoinpaiiied by measurable and 

enforceable perforiiiaiice iiietrics; aiicl (c) iiivestiiieiits iiiust be subject to ix~icleiicy 

reviews and audits to deteriiiiiie if the coiisuiiier benefits have been d eliverecl as 

promised. Tlie Coiiipaiiy uiiderstaiids the basis for these coiiceriis aiicl would be willing 

to v\~orIc with stalteliolders to acldress them at tlie appropriate time in tlie contest of a 

specific proposal. KPCo tiiiderstaiicls the Joint Iiiterveiiors are coiiceriiecl \vi Ili the rjslcs 

of implementing iiew technologies, but tlie rislcs can be iiiaiiaged with caref1.11 evaluation 

aiid tlie use of pilot programs to test iiew SG tecl~~iologies before iiivestiiig in hill scale 

iiiipleiiieiitatioii. Tlie Joiiit Iiiterveiiors were also 011 record as not supporting maiidatory 

TOTJ rates. Tlie Coiiipaiiy woulcl agree that mandatory TOU rates would no1 be in tlie 

best interest of all customers, b~i t  there could be value in providiiig uniform eq iripmeiit 

installations, whereby customers will always have the optioii of TOLJ rates without the 

iieed foi- fiirther equipment upgrades. Aiiotlier coiicerii was tliat the reiiiote disconnection 

capability of m a r t  iiieters iiiay iiialte it iiiucli more difficult for low-income enel-gy 

assistaiice to be effective. This is a noli-issue since the Coiiiiiiissioii lias the autliority to 

direct utilities on how this process will be facilitated. Finally, tlie Joint Intervenors were 

concerned about cyber security and privacy issues. Tlie Coiiipaiiy shares tliese coiiceriis, 

aiicl will take tlie necessary precautioiis to address these issues. 

NTUCMY SMART 
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‘The purpose oE the Kentucky Smart Grid Roadmap (“R.oadiiiap”) is to clevelop a 

technical roadiiiap for developing aiid deployiiig “Smart Gricl” tecliiiologies t h r ~ ~ i g l i ~ ~ i t  

the Commonwealth. The Roadmap lays the fouiidatioii for SG clevelopment by 

identifying six l e y  recoiiiiiieiidatioiis: 

1 ~ Encourage iiivestiiieiits focnsed 011 .future-proof data iietwork architecture, 

preferably oiie that is Iiiteriiet Protocol based. 

2. Creation of an official Keiitucky Smart Grid Couiicil composed o I’ acaclemic, 

industrial, goverimieiital, a id  stalceholder members. 

3. Funding of eiiergy/tecliiiology policy aiid teclniology development research 

within the state uiiiversity system. 

4. Creation of regulatory iiiecliaiiisiiis to foster iiicreased iiivestments i 11 both 

cost-effective deiiiaiicl respoiise prograiiis aiid energy efficieiicy technologies 

such as Volt/VAR. 

5. Allow for real-time aiid multi-tariff pricing. 

6. Estahlisliiiieiit of clew iiietrics to establish priorities aiid goals for Smart Grid 

deployiiieiits in ICeiituclcy. 

The Roadmap also correctly recognizes that the teclmologies that enable SG 

clevelopiiieiit aiid the economic justification are still evolving, but it clefiiies the known 

SG coiiipoiieiits aiicl identifies the available optioiis for ftitrrre clevelopnieiit. The 

recoiiiiiieiidatioiis establish a iiieaiis to track SG developmeiit in the state aiicl sliare 

iixforiiiatioii that will eiisure coiitiiiued collaboratioii. 

OS$ BENEFIT TO 
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The Company expects the following SG tecliiiologies will coiitiiiue to be beneli cia1 to 

IQCo custoiiiers: The DA technology iiiiproves system 

reliability by reducing customer outage duration. VVO promotes energy eflicieiicy, so 

all custoiiiers benefit. SCADA is tlie coiiiiiiuiiicatioii system used to support these 

technologies. Coiisuiiiers are responsive to tecliiiologies that are cost-el-I'ective aiid 

reqiiire iiiiiiiiiial effort to achieve energy savings. Cons~uiiiers have shown a wiilingness 

to eiiibrace tecluiology, but iudustry-wick standards for SG coiiiiiiuiiicatilioii aiicl smart 

appliances have been slow to develop. 

DA, VVO aiid SCADA. 

The primary coiicems are interoperability staiidards for SG equipment ancl so ftware 

maturity. Utilities iieecl interoperability staiidarcls to eiisure that devices purchased from 

multiple veiiclors after time will be intercliaiigeable aiid operate on multiple 

coiiiiiiuiiicatioii platforms. Tluough the iriipleiiieiitatioii of SG pro-jects across the AEP 

system, it is apparent that oiie size does not fit all, and flexibility is iieeded for aclaptiiig 

SG technologies to different operating eiiviroiiiiieiits. 

Another coiicerii is the ability to storm-harden SC comii~uiiications. 1 I-' SG 

technology is expected to iiiiprove systeiii reliability by coiitiiiuously assessing system 

coiiditioiis aiid providing automatic sectioiializiiig, the communication systems must be 

able to withstand tlie iiiost severe weather conditions. I<.PCo is testing the use of radio 

frequency traiisceivers aiicl radio repeaters to provide reliable comiiiunications to i-emo te 

devices during storins. 

Other areas of coiicerii pertain to cyber security aiicl customer data pi-ivac~~., 

Iiiteriial communications with utility equipment caii be addressed with private networl<s, 
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but as SG evolves to coiiiiect utility meters with the iiiteriiet and customer interfaces. ii is 

imperative to eiisiire the privacy aiicl integrity of customer data. Further developiiieiit of 

coiiiiiiLuiicatioii staiidards will help to alleviate these issues or coiiceriis. 

It has also been fo'ouiid that SG software applicatioiis clo not always work as 

advertised. This can cause custoiiier frustration and a lack of ciistoiiier confidence in S G  

investments aiid a reluctance to participate in SG programs. Participation in SG 

prograiiis is typically optional, so it is iiiiperative that utilities earn custoiiier coiifideiice 

to eiicourage program participation. This will iiiaxiiiiize tlie SG program cost- 

effectiveness. 

TN CONTINUE 

I<.PCo recomiiieiids coiitiiiuiiig participation in AEP SG pilot programs aiid collectively 

evaluating the best options for KPCo oiice the AEP system-wide pilot programs are 

completed aiid tlie results are lmowii aiid evaluated. This collaboration process with 

other AEP subsidiary operating companies aiid tlie I<.eiitucky Collaborative provicles 

value to I<PCo aiid our customers by minimizing our risks aiid R&D costs associated 

with iiiipleiiieiitiiig new tecluiologies. As previously indicated, I P C o  is a sribsidiary 

operating coiiipaiiy of AEP. The subsidiary operating coiiipaiiies within AEP are 

coiiductiiig SG pilot projects to assess aiid develop a SG strategy for AEP. ICPCo has 

coiitributed to this effort by conducting pilot projects in tlie evaluation of AMR meters, 

DA, VVO aiid SCADA control. Many of these pilot projects are on-going, aiid will 

provide valuable insight aid lessons leariied in the near fiiture. Further, as an investor- 

owiied utility, IQCo supports the use of coiicurreiit cost recovery for utility investments 
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that beiieiit its customers. Each electric utility within the Commonwealth should 

iiidividually coiiiiiieiit 011 recovery optioiis that iiieet the iieeds associated with 

participalioii aiid iiivestnieiit iii SG programs. 

PLEASE s 
ICPCo si.pports the iiiteiit o f  EISA 2007 and believes the Coiiiiiiissioii currently has the 

authority aiid iiiecliaiiisiiis in place to coiisider SG iiivestiiieiits without fomally aclophg 

EISA 2007. IQCo has iiivested iii soiiie of the SG teclmologies that provide the iiiost 

beiiefits to KPCo custoiiiers - teclmologies that caii provide iiiiiiiediate cost savings aiid 

improved reliability, iiicludiiig Distributioii Automation, VoWVAR Optiiiiization, aiicl 

SCADA. As SG tecluiologies coiitiiiue to evolve, the Coiiipaiiy q7ill coiitiiiue 

participation iii SG collaborative efforts, both iiiteriially aiid externally, aiicl coiitiiiue to 

be responsive to the directives fioiii the Commission. 

Yes, it does. 
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2. A. My naiiie is David M. R o ~ l i .  My busiiiess address is 1 Riverside Plaza, 

2 Col~i i i ib~i~,  Ohio 432 15. 7 

4 Q. BY HAT CAPACITY‘? 

5 A. I alii employed by the American Electric Power Service Corporation (“AEPSC”) 

6 as Director - Regtilated Pricing aiid Analysis. AEPSC supplies engineering, 

7 fiiiaiicing, accounting, aiid plaimiiig and advisory services to the ten electric 

S opeiatiiig coiiipaiiies of the American Electric Power System (“AEP”). oiie o I 

0 wliicli is ICeiitucky Power Company (“ICeiitucky Power,” ‘‘l<PC:o” 01 

I 0 

I 1  . PLEASE 

Company”) 1 L L  

1’2 ~ X ~ ~ ~ ~ ~ ~ ~ ~ .  

13 A. 1 graduated f‘roiii The Ohio State University (LLOSLJ”) in 1989 with a Bachelor ol 

I 4 Scieiice degree in iiiatheiiiatics with a coiiiputer aiid iiiCormatioii scieiicc miiior . 

15 In 1999, I eariied a Master of‘ Business Adiiiiiiistratioii degiee li-om ‘The 

16 University of Dayton. I have completed both the EEI Electric Rate Fuiiclaiiieiitals 

17 and Aclvaiiced Courses. In 2.003, I completed the AEP/OSLJ Strategic Leadership 

1s Program. 
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In 1989, I joined AEPSC as a Rate Assistaiit. Since that tiiiic 1 have 

progressed through various positions and was proiiioted to iiiy currcnt positioii 01 

Diiector - Regulated Pricing aiid Analysis in Jmie 20 10 

GULATEHE 

My responsibilities include the oversiglit of the preparation of cost-OF-sei vice and 

late design analyses for the AEP operating coiiipaiiies, aiicl the prepai alioii 01 

special coiltracts aiicl pricing for custoiiiers 

11JSLY TESTIFIE 

Yes.  I have subiiiitted testiiiioiiy before thc Public Service Coiiiiiiission o I 

I<eiitucky (“Coiiiiiiissioii”), Indiana Tlltility Regulatory Commission, IVlichigaii 

Public Seivice Coiiiiiiissioii, the Public Service Coiiuiiission of West Viigiiiia aiicl 

the Public Utilities Coiimissioii of Ohio. With respect to tlie Public Service 

Coiiiiiiissioii of Kentucky, I have testified in a iiiuiiiber o€ cases, iiicludiiig Case 

No. 2006-00045 which coiisiclered the requireineiits 01 the Federal Eiiei-gji Policy 

Act of 2005 regardiiig time-based metering, deiiiaiid respoiise, aiirl 

iiiteicoiiiiectioii service. 

NU IN $1-11s 

The purpose of iiiy testiiiioiiy is to present tlie Company’s position aiicl pi ovicle 

inl‘oiiiiatioii to the Coiiiiiiissioii to assist in its consideration of the reqiii~ ements 01 
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the Eiiergy Policy Act of 2005 (“EPAct 200.5”) and tlie Energy Iiiclependence and 

Security Act of 2007 (“EISA 2007”) regarding clyiiaiiiic pricing. 

HAT EX IING IN THIS P 

I alii sponsoring tlie following exhibits: 

DMR Exhibit 1 Time-based Pricing aiid Load Maiiageiiieiit Tariffs/Provi sioiis 

For purposes of this proceeding, the Commissioii’s order uses the term dynamic 

pricing as synonymous with tiiiie-of--use priciiig. While I alii iiot aware of any 

iiiclustry staiidard dehiiitioii of dyiiaiiiic pricing, in other foruiiis I have seen i t  

distiiictioii made between time-of-use pricing aiicl clyiiatiiic pricing. One 

clefiiiitioii is that dyiiaiiiic priciiig refers to prices that are iiot lmowii with 

certainty alieacl of time. Exaiiiples are real time pricing,” in which prices in 

effect in each hour are not known ahead of time, aiicl “critical peak pricing“ in 

whicli prices 011 certain days are knowii ahead of time, but the clays on \vhich 

tliose prices will occur are iiot luiowii until tlie day before or day of coiisumptioii. 

This is in contrast to static time-varying prices, such as traditioiial he -o f -use  

rates, in wliicli prices vary by rate period, clay of tlie week aiid seasoil but are 

~mowii witli certainty. I will cliscuss ciyiiaiiiic pricing in tlie broader sense as 

establisliecl by the Commission’s order. 

8VEIAlf WAS T RTB IN EPACT 2005 

SECTION 1252 F ETERING AND 

< L  

EPAct 3,005 required that: 

’ “A National Assessment oC Demand Response Potential”, June 2009 



“Not later than 18 iiioiitlis aClei tlic date of eiiactiiieiit ol: this pataglaph, 
each electric utility sliall offer each o€ its custoiiiei classes, aiicl pi ovidc 
iiidividual custoiiier uipoii customer request, a time-based 1 ate scliectulc 
uiider wliicli tlie rate charged by tlie electric utility varies diuiiig rli I‘fei eiit 
time periods aiid reflects the variaiice, if any, iii tlie utility’s costs o f  
geiieratiiig aiid purcliasiiig electricity at the wholesale level. 1 hc time- 
based rate schedule sliall enable tlie clectric coiisuiiier to iiianagc eiici gy 
use and cost through advanced iiieteriiig aiid coiiiiiiLiii rcntioiis 
technology.” 

7 -  

I 0 This section of EPAct 2,005 goes 011 to state: 

“. . . each State regulatory authority shall, iiot later than 1 S iiioiiths alter the 
date of eiiactiiieiit of this paragrapli coiiduct an iiivestigatioii in accordaiice 
with 1 1 5(i) aiid issue a decisioii wlietlier it is appropriate to implement [he 
staiidards set out in subparagraphs (A) aid (C).” 

Upon evaluation of these iioii-mandatory standards, the Commission p i  eviousl y I 5 

clecided, iii its order dated Deceiiiber 21, 2006, in Case No. 2006-00045 (“the 16 

Deceiiiber 2,l Order”), that it was iiot iiecessary €01 ICPCo to iiiipleiiieiit the time- 17 

based iiieteriiig aiid coiiiiiiuiiicatioiis standards coiitaiiied in EPAct 2005 IS 

IO Q. 

2 0 

Yes.  The Compaiiy has aiid coiitiiiues to offer a variety oC time-based 01‘ time- 21 A. 

differeiitiated tariffs as well as several load iiiaiiageiiieiit options clesigiecl to 

eiicourage custoiiiers to reduce on-peak usage or shift usage to off-peak 1 x 1  iocls. 2; 

25 

26 

DMR Exhibit 1 suiiiiiiarizes the wide variety of‘ Company tarills tliat contain 27 A. 

time-based pi-icing or load iiiaiiageiiieiit provisions. The provisioii 01’ sei vice 

tiiicler at least oiie of tliese tariffs is available to tlie vast iimjoiily or the 29 



1 Coiiipaiiy’s cwtoiiiers, whether they are residential, coiiiiiiercial or incIustriaI 

custoiiiers. In fact, as shown in DMR Exhibit I ,  the Company introclucecl 

additioiial tiiiie-of-use tariffs aiid load iiiaiiageiiieiit provisioiis in 20 10. As such, 

the Company contiiir.tes to believe that I<PCo aiid the Commission h a \ e  

substaiitially met the proposed staiidard aiid that the Coiiiiiiissioii shoiild not: 

require aiiy fttrtlier action on behalf of the Coiiipany to iiiipleiiieiit the time-based 

iiieteriiig aiid coiiimunicatioiis staiidarcls of EPAct 2005 beyoiicl \vliat w a s  

previously required in the Deceinber 2 1 Order. 

WHAT LEVEL THESE TIME- 

While h i e  based pricing or load iiiaiiageiiieiit provisioiis are available to iiiost 

I<PCo customers, less than ?4 of 1% of tlie Coiiipaiiy’s customers have elected to 

take service uiider oiie of these provisions. As of Noveiiiber 201 2, that inclucles 

370 resicleiitial, 2 IO coiiiiiiercial aiicl 22 iiiclustrial customers. Wliile esliiiiates of 

the load shifted froiii on-peak periods to off-peak periods by customers taking 

service uiicler these provisions is not available, the aiimial total energy used by 

these custoiiiers is approximately 7.2 iiiillioii ltWh for resicleiitial custoiiiei-s, S ~3 

iiiillioii kW1i for comiiiercial custoiiiers and 3 .O billion IC Wli foJ inclusti-i a1 

customers. It sliould be iioted that over ’%1 of tlie kWh identified as inclustl-ial 

above are for I<PCo’s largest custoiiiers (7,500 ItW aiicl above) that must take 

service uiider Tariff C:” 1.P I -T. 0 .D . which requires time-of-clay deiiiaiid metering. 

The amounts of energy used by customers taking service wider the Company’s 
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lime-based pricing or load iiiaiiageiiieiit provisions represents less than 1 '%, o I' 

total resideiitial aiid coiiiiiiercial energy usage, but nearly 75% of total inclustri a1 

e11ergy usage. 

TII-IIE AVAILA 

No. As recognized in tlie December 2 1 Order, the availability of dynamic priciiig 

must consider the iiiipleiiieiitatioii costs. At this time, dynamic pricing call inalte 

seiise for large customers because of the relatively low costs 0-f the required 

metering (compared to staiiclard large customer metering) aiid tlie ahi l i  ty to 

implement without sigiiificaiit iiivestiiieiits iii coiiiiiiuiiicatioii, automation :unci 

back-office systeiiis (due to tlie low iiuiiiber of large customers). Be I-ore 

considering a comprehensive roll-out of dyiiaiiiic pricing supported by ;I siiiart 

grid system to all IQCo custoiiiers, the costs aiicl benefits would need to be 

considered, iiicludiiig the remaining book-value costs o f  aiiy equipment rendered 

obsolete by the deployiiient o f  the smart grid system. 

It is apparelit that for a number of reasoiis, at the current price level o f  the 

Company's rates, most customers have decided that the economic i-e~.liarcls 

associated with participating iii tlie various tiiiie-based prograiiis do iiot outweigh 

the iiicoiivenieiice or cost associated with changing their usage cliaracterj stics. 11: 

is also very clear that the Coiiipaiiy currently offers a variety of time-based 

options for its custoiiiers and that any fiirtlier action 011 this matter at this time 

would iiot result in additioiial changes iii custoiiier usage 01- be belieficial to the 

custoiiiers of I<PCo. 
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ICPCo curreiitly offers a wide variety of tariffs that reflect hie-based pliciiig 

differentials a id  load iiiaiiageiiieiit features aiid even with these ofkelings, the 

Coiiipaiiy is seeing minimal custoiiier interest in these voluiitary programs. As 

evideiit from the Company’s expansion of its offerings in 2-0 IO, tlie Coiiipmy 

does actively look for ways to espaiid the availability to custoiiiers of time-based 

pricing aiicl load iiiaiiageiiieiit services. The iiiipleiiieiitatioii of wide-scale 

dynamic priciiig inust coiisider the costs aiid beliefits of such offerings. Any such 

decision will be based upon the specific circumstances For each Keiitucky uti lity 

and caiiiiot be a one-size, fits-all determination. At this time, the iiiil)leiiiei-ttation 

of fbrtlier dyiiaiiiic pricing through a smart grid system would not be beneficial 

.for IQCo’s custoiiiers given IWCo’s recent deployiiieiit of Autoiiiatecl Meter 

Reading (“AMR”) technology. 

XJR DIRECT TESTIN% 

Yes, it does. 



TarifflRider 

Residential 
Tariff RS 

Tariff RS-LM-TOD 

Tariff RS-TOD 

Tariff RS-TOD 2 

RCLM*” 

Commercial E: Industrial 
Tariff SGS 

Tariff SGS-TOD 

Tariff MGS (formerly 
Tariff G S ) 

Tariff MGS-TOD 

Tariff LGS 

Tariff LGS-TOD 

Tariff QP 

Tariff CIP-TOD 

Tariff IR P 

Tariff CS-IRP 

Rider TEC 

Rider ECS - C&E 

Rider EPCS 

Tariff RTP 

Kentucky Power Company 
Time-based MeteringlDemand Response Tariff Provisions 

Description o f  ServicelProvision 

Storage water heating 
Load management water heating 

Load management time-of-day 

Time-of-day 

Time-of-day 

Load management pilot 

Load management time-of-day 

Time-of-day 

Recreational lighting 
Load management time-of-day 

Time-of-day 

Load management time-of-day 

Time-of-day 

Off-peak excess billing demand 

Time-of-day billing demand 

Interruptible 

Interruptible 

Temporary emergency curtailable 

Emergency curtailable 

Price curtailable 

Real-Time Pricing 

Currently 
in Effect 

X* 
X 

X 

X 

X 

X 

X 

X 

X 
X 

X 

X 

X 

X 

X 

X 

Corn miss ion 
Case 

9 1-066 
9 1-066 

7687 

7687 

2009-00459 

201 0-00 198 

906 1 

2009-00459 

906 1 
9061 

9 1 -066 

91-066 

2009-00459 

9 1-066 

8871 

8734 

PSC Letter 

98-345 

99-271 

99-27 1 

2007-00 1 66 

DMR Exhibit 1 

Order 
Date __ 

10/28/ 199 1 
10/28/199 1 

12/28/1979 

12/28/1979 

6/28/20 10 

101 15/20 10 

1 2 / 4 1  984 

6/28/20 10 

12/4/ 1984 
12/41 1984 

10/28/1991 

10/28/1991 

6/28/20 10 

10/28/ 199 1 

101281 1983 

9/20/ 1983 

6/22/1998 

71711 998 

6/29/1999 

6/29/ 1999 

2/1/2008 

* Frozen provision available only to currently served customers 
** Also available to small commercial customers 

Seivice Description 

StoragelLoad Management Water Heating - Available to customers who install a Company approved water heating 
systein which consumes electrical energy during off-peak hours and stores hot water for use during on-peak hours 
Customer receives reduced energy charge for fixed block of monthly kWh. 

Load Management Time-of-Day ServicelProvision - Available to customers who use devices with tirne-differentiated 
load characteristics that consume energy only during off-peak hours and store energy for use during on-peak hours 
Customer is served under time-of-day energy charges 

Time-of-Day Service - Optional tariff for customers that are capable and willing to consume electrical energy primarily 
during the Company’s designated off-peak period to take advantage of the price differential between on-peak and off- 
peak energy rates 

Recreational/Athlelic Field Lighting Service - Available to customers for separately metered lighting of non-profit 
outdoor recreational facilities 

Off-peak Excess/ TOD Bil l ing Demand -Available to customers who operate primarily during the off-peak period and 
request installation of time-of-day metering in order to take service under this provision. A reduced rate is applied to 
either all off-peak demand or excess off-peak demands. 

Interrrrptible ServicelTEClECSlPCS - Available to customers that are willing to reduce load Lipon request by the 
Company Customer either receives a reduced demand charge or a payment for amounts reduced 
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