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PUBLIC SERVICE BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

AN INVESTIGATION OF THE RELIABILITY
MEASURES OF KENTUCKY’S
JURISDICTIONAL ELECTRIC
DISTRIBUTION UTILITIES

ADMINISTRATIVE
CASE NO. 2011-00450
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JOINT PETITION FOR REHEARING

Come now Duke Energy Kentucky, Inc. (“Duke Energy Kentucky”) and Kentucky
Power Company (“Kentucky Power”) (collectively, the “Joint Petitioners”), by counsel,
pursuant to KRS 278.400, and do hereby petition the Public Service Commission
(“Commission”) to grant rehearing for the Final Order entered in this matter on May 30,
2013 (“Final Order”). In support of said petition, the Joint Petitioners respectfully state
as follows:

I. BACKGROUND

This is the Commission’s second major administrative proceeding that focuses
upon the reasonableness of the reliability measures used by Kentucky’s jurisdictional
electric distribution utilities. Historically, utility reliability was broadly measured by the
utilities’ reporting of significant outages. In Case No. 2006-00494 (“Admin. 494”),
however, the Commission found that “the existing outage reporting requirements did not
provide sufficient information for the Commission to judge the adequacy of service.”

Thus, Admin. 494 required utilities to file annual reports that identified three key
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reliability measures: (1) the System Average Interruption Duration Index (“SAIDI”); (2)
the System Average Interruption Frequency Index (“SAIFI"); and (3) the Customer
Average Interruption Duration Index (“CAIDI"). These measures were to be based upon
a consistent set of criteria and standards promulgated by the Institute of Electrical and
Electronics Engineers (“IEEE") as Standard Number 1366 (latest version) “Guide for
Electric Power Distribution Reliability Indices” and known as the IEEE Standard.’> In
addition to encouraging more consistent reliability reporting, Admin. 494 also directed
each utility to identify the historical reliability measures for the preceding five years and
to identify the ten worst performing circuits and the category of outage most affecting
those circuits.?
The Commission initiated this proceeding by way of an order entered on January

11, 2012, for the purpose of reviewing the measures used by Kentucky’s jurisdictional
electric distribution utilities to assess the reliability of their distribution systems and the
manner in which those measures were reported to the Commission. The Joint
Petitioners each responded to two sets of requests for information from Commission
Staff, but did not file testimony in the proceeding. In its Final Order, the Commission
stated:

The Commission believes that the system-wide information

filed yearly by each utility regarding SAIDI, SAIFI and CAIDI

is not sufficient to render a judgment on a utility's specific

reliability performance because the system-wide indices

reflect only average performance criteria based on the sum

of all of the circuits within its territory. It is possible for

system-wide indices of a utility to mask significant and

persistent performance issues within the system and to
reflect improving annual average system-wide indices, even

2Seeid., p. 2.
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though reliability is declining for individual circuits. By
requiring reporting on a circuit level, the performance of each
circuit within the utility’s system can be analyzed individually
over time to determine its performance trend.” With the data
provided per circuit, the Commission believes it will have
sufficient information to analyze reliability and effectively
review the utilities’ plans for any corrective actions. The
Commission believes that requiring indices to be reported for
every circuit whose SAIDI and/or SAIF| exceeds the five-year
averages for that same circuit will eliminate the ability to
mask poorly performing circuits and will provide a more
accurate representation of the utility's overall system
reliability.

It is important to note that the Commission does not believe
that it is practical to use SAIDI or SAIFIl on a system-wide or
individual-circuit basis to compare one system to another or
one circuit to another. However, the Commission does
believe that it is appropriate to use SAIDI and SAIFl as
indicators of the historical performance of an individual
circuit. The Commission recognizes that while all electric
utilities use SAIDI and SAIFI in some fashion, they do not
use these indices as the primary indicator of reliability or as
the primary determinant of where to perform additional
clearing or to make additional capital investment. Likewise,
the Commission considers SAIDI and SAIFl, whether
calculated system-wide or on a circuit-by-circuit basis, with
or without Major Event Days (“MEDs"), as simply indicators
of reliability.*

This statement led the Commission to find that “each jurisdictional electric
distribution utility should collect and maintain all records necessary to evaluate its
system-reliability performance...” using the most recent edition of the IEEE Standard.’
At a minimum, this requires: (1) calculating the SAIDI system-wide indices, both
including MEDs and excluding MEDs; (2) calculating the SAIFI system-wide indices,
both including and excluding MEDs; (3) developing a system-wide rolling five-year

average SAIDI excluding MEDs; (4) developing a system-wide rolling five-year average

* See Final Order, pp. 6-7.
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SAIFI excluding MEDs; (5) calculating SAIDI excluding MEDs for every circuit within the
system; (6) developing a rolling five-year average SAIDI for each circuit within the
system; (7) developing a comparison of each circuit to that circuit’s rolling five-year
average SAIDI; (8) calculating SAIFI excluding MEDs for every circuit within the system;
(9) developing a rolling five-year average SAIFI for each circuit within the system; and
(10) developing a comparison of each circuit to that circuit’s rolling five-year average
SAIF1.°

Based upon this collection of data, each electric distribution utility is now required
to file a Reliability Report by April 1st of each year that includes the SAIDI and SAIFI
system-wide indices, both including and excluding MEDs.” For every circuit with either
a SAIDI or SAIFI value that is higher than that circuit's respective rolling five-year
average, excluding MEDs, each electric distribution utility must include: (1) the circuit’s
SAIDI index for the year; (2) the circuit's SAIFI index for the year; (3) the circuit’s rolling
five-year average SAIDI; (4) the circuit's rolling five-year average SAIFI; (5) the
substation name, number and location (i.e., County-Town-Road); (6) the circuit name,
number and location (Town-Road-General Area); (7) the circuit’s overall length in miles
to the nearest tenth of a mile; (8) the number of customers served on the circuit for the
year; (9) the date of the last circuit trim performed by the utility as part of its vegetation
management plan; (10) a list of outage causes for the circuit, along with the percentage
of total outage numbers represented by each cause; (11) the circuit’s five-year average
SAIDI; (12) the reporting year SAIDI; (13) the circuit’s five-year average SAIFI; (14)

reporting year SAIFI; (15) a Corrective Action Plan which describes any measures the

® See Final Order, pp. 7-8.
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utility has completed or plans to complete to improve the circuit's performance; and (16)
any other information the utility believes will assist the Commission in understanding the
circumstances surrounding the circuit's performance.®
. ARGUMENT
The additional data collection and reporting obligations set forth in the Final
Order are certain to impose additional costs upon utilities (and ultimately ratepayers),
without guaranteeing any improvements to reliability. Moreover, they will significantly
constrain the ability of utility managers to achieve the best overall system reliability by
eliminating discretion to focus upon system-wide reliability impacts in favor of particular
circuit impacts. The Joint Petitioners share the Commission’s goal of assuring that
reliable electric service is provided in the Commonwealth of Kentucky. However, the
lack of any cost-benefit analysis to support the findings in the Commission’s Final Order
and the failure to take into account significant countervailing considerations suggest that
— at a minimum — more information is required to support the Commission’s finding that
circuit-by-circuit analysis is the appropriate benchmark for measuring and attaining
reliability. Given the industry-wide applicability of the new requirement, the Commission
should also consider implementing its decision through the promulgation of a reguliation.

A. The Final Order Does Not Support a Finding that Circuit-
by-Circuit Benchmarking is Necessary

The Joint Petitioners respectfully suggest that the Final Order does not support
the Commission’s finding that circuit-by-circuit benchmarking for distribution reliability is
necessary. While noting that the possibility exists that perennially poor performing

circuits may be masked by otherwise good system-wide reliability measures, the Final
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Order does not cite any such specific examples. Without specific indications that
certain circuits are perennially poor performers, the Final Order is imposing an absolute
mandate upon utilities to resolve what may only be a theoretical problem. Thus, at a
minimum, the record should be reopened to determine whether in fact circuit-by-circuit
benchmarking (and the associated additional data collection and reporting obligations)
are necessary to meet actual, existing problems.

B. The Final Order Does Not include Cost/Benefit Analysis to Support
the New Data Coliection and Reporting Mandates

Complying with the enhanced data collection and reporting mandates will impose
additional costs upon the Joint Petitioners which will, ultimately, be passed on to
ratepayers. The Final Order does not include any discussion of the costs that will be
imposed upon electric distribution utilities as a result of their compliance efforts and
similarly lacks any estimation of the benefits that the increased data collection, reporting
and corrective action efforts may yield. Though the Joint Petitioners acknowledge that
the Commission has significant discretion to define the criteria by which it considers
administrative cases such as this, it has historically employed some level of cost/benefit
analysis. Before mandating an enhanced collection and reporting system, the Joint
Petitioners respectfully request the Commission to reconsider whether the costs of such
a mandate will yield a net benefit.

C. Circuit-by-Circuit Analysis Is Not an Appropriate
Benchmark for Measuring Reliability

The Final Order does not address the points raised by the Joint Petitioners in
their responses to data requests which indicated that circuit-by-circuit analysis is not an

appropriate benchmark. The granular level of detail resulting from circuit-by-circuit



analysis will likely lead to a counterproductive result. For example, reliability may be
adversely impacted by an equipment design that is common to all circuits. However,
the circuit-by-circuit benchmark analysis would likely not yield a solution where the
equipment design issue could be efficiently mitigated across all circuits. Thus,
efficiencies will be lost. Second, circuit-by-circuit analysis opens the door for significant
annual variability to skew SAIDI and SAIFI rolling averages. The Final Order reorients
the reliability improvement focus from root cause mitigation towards emphasis on
particular facilities which, again, is not as efficient a mitigation strategy. Third, the use
of a five-year rolling average may not be suited for all circuits in that it fails to take into
account the changing nature of the uses, density and growth of load. Thus, certain
circuits will likely be more volatile than others based upon reasons that have very little to
do with factors within the control of utilities. Fourth, the circuit-by-circuit analysis
benchmark is an inflexible substitute for the exercise of managerial experience and
discretion. One particularly poor year of circuit performance may force a utility to over-
invest in a corrective plan for that circuit which prevents the deployment of limited
capital on other circuits where improvements may be better invested from a system-
wide perspective. In essence, the degree of particularity required by the Final Order
removes much of the discretion utility operations managers currently have to manage
their entire system, thereby shifting responsibility for achieving system reliability away
from the utility and towards a regulatory trigger that may or may not be accurate.
D. The Mandate in the Final Order Should be Promulgated as a Regulation
The final point raised by the Joint Petitioners arises from the industry-wide

applicability of the mandates set forth in the Final Order. The increased data collection,



reporting and circuit-by-circuit benchmarking will apply to all jurisdictional electric
distribution utilities. Therefore, under the authority of Commonwealth of Kentucky, ex
rel. Frederic J. Cowan, Atftorney General, et al. v. Public Service Commission, Franklin
Circuit Court, Division 1, Civil Action No. 90-CI-00798 (July 10, 1991), the mandate
would appear to qualify as an “administrative regulation” under KRS 13A.010 and KRS
13A.120(6). Accordingly, additional procedural formalities may be necessary.
lill. CONCLUSION

The Joint Petitioners recognize and appreciate that the Commission has
scheduled a technical conference for June 28™ in this matter to discuss problems that
are anticipated to arise in the implementation of the Final Order. The Joint Petitioners
believe it is necessary to reconsider the three issues discussed herein, however, as part
of that discussion. Accordingly, the Joint Petitioners respectfully request the
Commission to grant rehearing pursuant to KRS 278.400.

This 19" day of June 2013.

Respectfully submitted,
David S. Samford
GOSS SAMFORID, PLLC

2365 Harrodsburg Road, Suite B-325
Lexington, KY 40504

(859) 368-7740
david@gosssamfordlaw.com

and

Rocco O. D’Ascenzo

Duke Energy Business Services, LLC
139 East Fourth Street/1303-Main
P.0O. Box 960 Cincinnati, OH 45202
(513) 287-4320
Rocco.D’Ascenzo@duke-energy.com

Counsel for Duke Energy Kentucky, Inc.
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CERTIFICATE OF SERVICE

This will certify that a true and correct copy of the foregoing was served on this
19™ day of June, 2013, by delivering same into the custody and care of the U.S. Postal
Service, postage pre-paid, addressed to the following:

Allen Anderson

President & CEO

South Kentucky RECC
925-929 N. Main Street

P. O0.Box 910

Somerset, KY 42502-0910

Lonnie Bellar

Vice President, State
Regulation & Rates

LG&E/KU Services Co.

220 West Main Street

Louisville, KY 40202

Hon. Thomas C. Brite
Brite & Hopkins, PLLC
83 Ballpark Road

P. O. Box 309
Hardinsburg, KY 40143

Debbie Martin

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

Burns E. Mercer
Manager

Meade County RECC
P. O. Box 489
Brandenburg, KY 40108

Larry Hicks
President & CEO
Salt River RECC

111 West Brashear Avenue

P. O. Box 609
Bardstown, KY 40004

Kerry K. Howard
President & CEO
Licking Valley RECC

P. O. Box 605

271 Main Street

West Liberty, KY 41472

James L. Jacobus

President & CEO

Inter-County Energy
Cooperative Corp.

1009 Hustonville Road

P. O. Box 87

Danville, KY 40423-0087

Donald R. Schaefer

Jackson Energy Coop. Corp.

115 Jackson Energy Lane
McKee, KY 40447

Mark Stallons

President

Owen Electric Coop., Inc.
8205 Highway 127 North
P. O. Box 400

Owenton, KY 40359
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Hon. Mark R. Overstreet
Stites & Harbison

421 West Main Street
P.O.Box 634

Frankfort, KY 40602-0634

Chris Perry

President & CEO

Fleming-Mason Energy
Cooperative, Inc.

1449 Elizaville Road

P. O. Box 328

Flemingsburg, KY 41041

William T. Prather
President & CEO
Farmers RECC

504 South Broadway

P. O. Box 1298

Glasgow, KY 42141-1298

Paul G. Embs

Clark Energy Coop., Inc.
2640 Ironworks Road

P. O.Box 748
Winchester, KY 40392

David Estepp

President & General
Manager

Big Sandy RECC

504 11" Street

Paintsville, KY 41240



Michael L. Miller
President & CEO

Nolin RECC

411 Ring Road
Elizabethtown, KY 42701

Barry L. Myers

Manager

Taylor County RECC

625 West Main Street

P. O.Box 100
Campbellsville, KY 42719

G. Kelly Nuckols

President & CEO

Jackson Purchase Energy
Corporation

2900 Irvin Cobb Drive

P. 0. Box 4030

Paducah, KY 42002-4030

Gregory J. Starheim
President & CEO
Kenergy Corp.
P.O.Box 18
Henderson, KY 42419

Michael Williams
Senior Vice President
Blue Grass Energy
Cooperative Corp.
1201 Lexington Road
P. O. Box 990
Nicholasville, KY 40340

Ranie Wohnhas

Managing Director
Kentucky Power Company
101 A Enterprise Company
P. O.Box 5190

Frankfort, KY 40602

Carol Hall Fraley
President & CEO
Grayson RECC
109 Bagby Park
Grayson, KY 41143

Ted Hampton

General Manager

Cumberland Valley
Electric, Inc.

Highway 25E

P. O. Box 440

Gray, KY 40734

Melissa D. Yates

Denton & Keuler, LLP
555 Jefferson Street

P. O. Box 929

Paducah, KY 42002-0929
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Counsel for Duke/Eﬁergy, Kentucky, Inc.



