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(Hearing commenced at 9:10 a.m.)

MS. SACRE: You're on.

CHATIRMAN SCHMITT: Are we on?

Okay. It appears we're back on the record.
Mr. Overstreet, are you —--

MR. OVERSTREET: Good morning, Mr. Chairman.

CHAIRMAN SCHMITT: Géod morning. Do you have
Kentucky Power's next witness available and ready to
testify?

MR. OVERSTREET: Yes, sir. We're ready to
go. Before we started, I was wondering whether we
had a hard stop for this evening.

CHAIRMAN SCHMITT: Well, we're going to go --
I guess if we get through Kentucky Power's
witnesses, yeah, there's no reason why we can't stop
at 5:00 o'clock. We're not going to finish, I don't
think. Maybe we will. If we get close, i1f we get
down to one or two witnesses at 5:00 o'clock, we may
keep going.

MR. OVERSTREET: Okay.

CHAIRMAN SCHMITT: Unless somebody has a
commitment. I mean, if you have -- any of the
attorneys or witnesses or parties have a problem or
a commitment or something, I mean, we've got Monday

scheduled, if necessary, so that -- it won't be a
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problem. I don't want to put anybody to a lot of
inconvenience over it. .

MR. OVERSTREET: Thank you, Mr. Chairman.-  We
would call Everett G. Phillips.

CHATRMAN SCHMITT: Okay. Mr. Phillips,
please raise your right hand. Do you solemnly swear
or affirm, under penalty of perjury, the testimony
you are about to give will be the truth, the whole
truth, and nothing but the truth?

THE WITNESS: I do.

CHAIRMAN SCHMITT: Thank you.

Counsel, you may ask.

EVERETT G. PHILLIPS, having been first duly
sworn, testified as follows:

DIRECT EXAMINATION
By Mr. Overstreet:
0. Mr. Phillips, if you'll lean forward and
speak into the microphone, please.
A. I do.
Q. Mr. Phillips, would you please state your
name, position, and business address for the record?
A, Everett G. Phillips, 1645 Winchester Avenue,
Ashland, Kentucky 41101.
Q. And by whom are you employed and in what

capacity?
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A. Kentucky Power Company as vice president
distribution region operations.
0. And, Mr. Phillips, did you cause to be filed
in the record of this proceeding direct testimony
and responses to data requests?
A. Yes, 1 did.
Q. And do you have any corrections or updates to
your testimony or data reguest responses?
Al No.
Q. And if you were asked those same questions
today, would your answers be the same?
A. Yes, they would.
MR. OVERSTREET: Your Honor, the witness is
available --
CHAIRMAN SCHMITT: All right. Ms. Vinsel.
MR. OVERSTREET: -- for cross-examination.
CHAIRMAN SCHMITT: Ms. Vinsel,
cross—-examination.
{Feedback.)
MS. VINSEL: We have tc wait a second, see if
we can fix cur audio.
CHAIRMAN SCHMITT: We're getting feedback.
MS. VINSEL: Will yeu turn off your speaker,
please?

THE REPORTER: It's on mute.

McLENDON-KOGUT REPORTING SERVICE, LLC (502) 585-5634




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

959

MS. VINSEL: One moment,

CHAIRMAN SCHMITT: We have to wait a second,
see if we can fix our audio.

MS. VINSEL: You might want to put on a mask.
And then I need to check your GoToMeeting. No, it's
not. Click right there. Click that.

THE REPORTER: Okay. Give me just -- can I
have just one second? Give me just one second.

MS. VINSEL: Sure. Sure. It looks like you
need it.

CHATRMAN SCHMITT: Did that solve the
problem? It still -- we still have --

THE REPCRTER: Okay. Let me get out
altogether and I will start again. And I am very
sorry. Is that better?

MS. VINSEL: Let's try again. I think we'wve
resolved it.

CHATRMAN SCHMITT: Okay. All right. Let's
just try, see what we can do.

Ms. Vinsel, cross—-examination?

MS. VINSEL: Yes. Thank you, Mr. Chairman.

CROSS-EXAMINATION
By Ms. Vinsel:
Q. Good morning, Mr. Phillips. How are you

today?
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A. Good morning.
Q. have just a few questions for you. They
are in regard to vegetation management. We're aware

that Kentucky Power and several other utilities in
your area have an increasing issue with what's
called hazard trees. And is 1t correct, these are
trees that are outside of a utility's right-of-way
but still either do or can create outage situations;
is that correct?
A, Yes. Yes, that's correct. What we call a
hazard tree or a danger tree are trees that either
are leaning toward the line or are diseased in some
manner. We're seeing a lot of roof rot disease with
our oak trees. The emerald ash borer beetle has
killed most of the ash trees in Kentucky. And other
pathogens are killing those trees. As one example,
we've had some big old oak trees -- you know, ocak
trees are one of your healthiest trees, and that --
that are out there and have a healthy root system,
but for some reason, it may be possibly because
we've received above average rainfall over the last
several years, that it's causing the roots to rot.
So that big ocak tree falls over and at the
butt it's just a ball. The roots are still in the

ground and the butt of the tree has basically broken
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away from the roots. It's kind of an eerie feeling
when you walk up té& one of those. It's very
unusual. But unfortunately, in the steep terrain,

we are experiencing more of that type of situation.
Q. I will say that I had the -- I consider it a
great good fortune to spend about a week in
September in an area that was in Kentucky Power
service territory and abutted it and got to

experience firsthand the issues that you're talking

about. So those are vivid memories.
A. Well, good. I hope you had a good time.
0. I had a wonderful time. Beautiful area.

CHAIRMAN SCHMITT: Nothing like a little root
rot to, you know, stimulate your day.

THE WITNESS: That's right, Your Honor.

Q. There are a couple issues that I want to get
to with hazard trees in particular. Intuitively,
for people -- again, I think if you don't see the

terrain, sometimes it's hard to imagine why a hazard
tree has become such an issue once the trees in the
right-of-way are dealt with.

And can you walk me through, is there any
correlation between clearing out trees in the
right-of-way and then hazard trees increasing an

issue, or 1is.-it just both trees in the right-of-way
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and hazard trees would have been an increasing issue
no matter what?

A. When we first started the program back in
2010, the right-of-way was grown up within the power
lines, so we first had to remove those. Once the
right-of-way 1s established, which it is now --
we're into our five-year cycle. We're into that
program. So the trees within the right-of-way are
being cut and removed, you know, within a five-year
period.

Well, what that allows, though, once that
right-of-way is cleared, then the trees on the edge
of the right-of-way or just outside the right-of-way
in a forested area, heavily forested area, those
trees then, especially young trees, they reach for
that sunlight. Well, there's sunlight in the
right-of-way versus in the forest.

So subject to check, but I believe I had
mentioned that in one of my previous testimonies in
one of the previous rate cases, that we would
potentially see that effect. As we established the
right-of-way, we would see an increase in outside
the right-of-way issues, and lo and behold, that is
happening for us.

Q. Is -—— I'm going -- this is almost a complex

McLENDON-KQGUT REPORTING SERVICE, LLC (502) 585-5634
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question. I want to make sure I break it down. In
terms of cost for hazard trees —-—- no, let me back
up .

The trees in the right-of-way, would Kentucky
Power always —-- when they take down a tree, would
they always clear the tree out of the right-of-way,
or could they leave the tree in the right-of-way,
again, depending on the location?
A. Yes, it depends on the location. The —-- if
it's in a mainta’'ned area when we're -- when we're
clearing the right-of-way, if it's in a ma ' ntained
area, we remove the tree and the brush. If it's an
unmaintained area, if it's going across the hillside
in the forest, we'll leave it lay. We put it at the
edge of the right-of-way so that we can still walk
through, but we do leave the tree and the brush in
an unmaintained area.
Q. And that raises the issue, then -- I mean, by
definition hazard trees are outside of the
right-of-way, so they're on private property or
property belonging to someone else. Is it your
experience that more often they clear -- trees,
hazard trees, have to be removed rather than placed
strategically but left there on the property?

A. When that -- when we use the term "remove,"

McLENDON-KOGUT REPORTING SERVI/CE, LLC (502) 585-5634
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that means we have cut it down. It doesn't

necessarily mean that we have removed 1t from the

property. It just means --

Q. Okay.

A. -—- we have cut it down.

Q. So what term do you use to indicate that the

tree has heen cut up and taken off of the property?

i That's usually termed "removing the debris."
Q. Ckavy.

A. And so some customers reqguest us to remove
that debris, some will permit us to leave 1t. So we

work with each individual customer.

Q. Okay. And my last guestion, really, has to
go to the cost. I would think if you have to remove
the debris that that's an increased cost, but also,
given the terrain of Kentucky Power, do you have
issues where your crews have to remove the debris
but, because of the terrain, perhaps cannot get in
the trucks they need to do 1it?

A. In a lot of our locations it is manual work,
both to trim, cut, and remove the tree, and remove
the debris. It is a manual process. But if a
customer requests us to remove it and it's in a
mainhtained area, we remove 1it. If it's in an

unmaintained area, we work with the customer, but
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ultimately, if they want it removed, we remove it.
Q. Thank you. You answered all my guestions.

CHAIRMAN SCHMITT: Cross-—-examination by
Cffice of Attorney General?

MR. COOK: Your Honor, the AG has no
gquestions of this witness.

CHAIRMAN SCHMITT: Ms. Grundmann,
questions -- oh, Mr. == I'm sorry. Mr. Kurtz,
you're next in line. I got -- leost my eorder here.
Any questions?

MR. KURTZ: Thank you, noc.

CHAIRMAN SCHMITT: Ms. Grundmann, any
gquestions by you or co-counsel?

MS. GRUNDMANN: Yes, very briefiy. My
co-counsel is napping. He said he wanted to be
prepared for Mr. Vaughan's testimony later today.

CROSS-EXAMINATION

By Ms. Grundmann:

Q. Good morning, Mr. Phillips. How are you?
A Geood morning. Just fine, thank you.
Q. I just want to understand a little bit. A

couple of witnesses for the Company have offered
testimony on the rider that you're proposing to
recover AMI costs. Can you sort of break down for

me specifically the context in which you provided
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testimony on this -- on that issue?
A. Yes. The GMR, the grid modernization rider,
would benefit our customers because it would -- it

would allow us to do additional reliability
projects, improves the grid, if you will, with the
smart grid technologies of today, and which AMI is
one of those technologies. The challenge that we
have with this in distribution is with the limited
amount of capital that we have and the fact that
Kentucky Power's service territory is experiencing
little to no load growth. We don't have the
opportunity to do many capacity-driven projects that
helps upgrade the facilities as you're increasing
your revenue.

So without that increase in revenue, we need
a way to make sure that we have capital available to
do distribution projects and not have to compete
internally with generation and transmission
projects, which is what we have to do today.
Q. I'm sorry. I apologize. I think I asked a
poor question. I believe that Mr. Vaughan and
certainly Mr. West both offered testimony on this
rider, correct?
A. That's correct.

Q. And I'm just trying to understand what
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aspect -- like why did you offer testimony on that
piece? What about your role within the Company
makes you an appropriate witness to offer testimony
on it? I'm just trying to understand whether my
questions are best directed to you or some of the
other witnesses offering testimony on this subject.
A. The reason that I introduced the GMR in my
testimony was because I'm the one that's requested
the Company to develop a mechanism that we could be
able to add additional capital without reducing my
current spend for reliability projects which benefit
our customers today.

So we have a growing need to enhance our
grid, our distribution grid, and I want to be able
to do that in the most low-cost manner possible, and
just this GMR would afford us that ability to do SO.
Q. And when you say "in the most low-ceost manner
possible," do you mean that from the perspective of
the Company cor from the Company's customers? |
A, I think that's one and the same. Everything
we do is for the customers. So everything we do, we

try to do it in the most efficient manner and the

lowest cost possible. Every time —--
Q. Well, so --
A. -- we purchase equipment, we --
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0. Go ahead.

A. -- we go through a procurement process to
make sure that we're buying the best equipment
available at the lowest cost possible.

Q. Well, but -- so I guess, then, obviously
there's two ways that you could recover costs for
AMI, right? You could come in on a base rate case
and seek to recover the cost that you incurred or,
as you have proposed here, you could have a rider
that allows you to recover the costs as you spend
them; 1is that fair?

A. That's correct.

Q. And so in a base rate case the Commission
would be entitled to look at all costs and savings
that may have occurred in the period when the monies
were spent, in terms of allowing you to recover
those in future rates from customers, correct?

A. That's correct. With the GMR, it actually
will give the Commission -- it gives the Commission
more transparency and ability to review our projects
within the GMR. And the Company is more than
willing to provide reports and any data that they
would need to review that. And so I feel it
actually gives the Commission more opportunity to

scrutinize that, those projects.
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Q. But essentially what you're asking the
Commission to do here is to approve a future spend
of money based upon estimates that are being
provided now; is that correct?

A. That is correct, much like we -- our
vegetation plan has done over the last ten years.
This would be in a very similar fashion. We'd
report out on an annual basis of our spend, and all
true-ups would occur, which is in Mr. West's
testimony. He could speak more to that, but that's

how that would work.

Q. And just out of curiosity, do you have any
position on -- does the Company have a position
on —-- well, let me -- let me rephrase this.

You have proposed the GMR as an ongoing
mechanism for future grid modernization projects,

correct?

A, That is correct.

Q. So other than --

A. For example --

Q. But other than the AMI, you're not proposing

any specific future projects at this time?
A. Not at this time; that's correct.
Q. And so I assume that the Company would not be

opposed i1f all the Commission were to approve would
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be AMI as the sole project that ceculd be recovered
through the GMR; is that correct?
A The first project that we need approved 1is
the AMI, so if the Commission was wanting to do
that, I would refer that to Witness West to verify,
but from an operations perspective, we need AMI
first, and --
Q. Well, I think you're saying that the
Company's position on whether or not it would be
okay with an approval of a mechanism that only
permitted you to recover AMI and did not open the
door for future projects, that the person to answer
the Company's —-- The guesticns about the Company's
position on that is Company Witness West?
A. That is correct.
Q. Okay.
MS. GRUNDMANN: No further questions.
CHATRMAN SCHMITT: Mr. Spenard? Mr. Strobo?
MR. SPENARD: Good morning. Good morning,
Mr. Chairman. KYSETIA has no questions.
CHAIRMAN SCHMITT: Mr. FitzGerald, guestions?
MR. FITZGERALD: Yasg, Mr. Chairman. Thank

you.
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CROSS-EXAMINATICN

By Mr. FitzGerald:

0. Mr. Phillips, can you hear me okay?
A. Yes.
Q. Okay. You're listed as testifying concerning

Kentucky Power's smart grid investments and overview
of investments to be recovered through the proposed
grid modernization rider. Mr. Vaughan and Mr. West
are also ligted concerning the GMR. Is it to you or
to one of them that I should direct questions
following up on Ms. Grundmann's questions concerning
the use of a GMR to recover costs and profits for
the incremental deployment of AMI rather than the
more traditional cost recovery through a base rate
case? Are those questions for you or should I -
should I ask Mr. Vaughan or Mr. West?

A. If you're asking about the mechanism or how
the GMR will work or the -- how the revenue
requirements would work, that would be either

Witness West or Witness Vaughan.

Q. Okay. If you're not comfortable answering
this, I just have a couple other guestions. What 1is
the impact -- you say =-- you say that the GMR is a

benefit to the Company and to the customers, that

they are one and the same. The reality is, though,
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that when you are accelerating the cost recovery, is
that not an adverse rate impact to the customers?
They're paying more quickly than they would if it
were spread out over the useful life of the asset?
A. Well, with respect -- could you repeat the

question and make sure before I --

Q. Sure.
A. It may be better for Witness West, but --
Q. Okay. Well, my question was: What is the

rate impact on ratepayers for the use of the rider
relative to spreading the recovery of the costs of
deployment over the useful life of the assets?
A. Yeah.- Witness West or Witness Vaughan would
be -- would be better. Any rate impact, that --
they're the experts on that.
Q. Okay. Well, I will save those questions.
And that's what I needed to know, Mr. Phillips.
Thank you very much.

MR. FITZGERALD: Mr. Chairman, I am all
finished.

CHAIRMAN SCHMITT: Okay. Thank you.
Mr. Miller or Mr. Childers, Sierra Club?

MR. MILLER: Good morning, Mr. Chairman.
Good morning, everybody. Sierra Club has no

gquestions for this witness. Thank you.
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CHAIRMAN SCHM TT: Mr. Frye, any questions?

MR. FRYE: No, Mr. Chairman, not at this
time.

CHAIRMAN SCHMITT: Vice Chairman Chandler,
questions?

VICE CHAIRMAN CHANDLER: I have no gquestions,
thank you, Chairman.

CHAIRMAN SCHMITT: Dr. Mathews, questions?

COMMISSIONER MATHEWS: I have no guestions.

CHAIRMAN SCHMITT: Okay. Mr. Overstreet, any
redirect?

MR. OVERSTREET: No, thank you, Your Honor.

CHAIRMAN SCHMITT: Thank you.

Mr. Phillips, you may -- you may step down.
Thank you.

THE WITNESS: Thank you.

CHAIRMAN SCHMITT: Are you ready to call your
next witness, Mr. Overstreet?

MR. OVERSTREET: Yes, Your Honor. That would
be Mr. Blankenship, and as soon as we sanitize, he
is =- he's in the chute and ready to go.

CHAIRMAN SCHMITT: Okay. Thank you.

Okay. Ms. Blend, are we ready to go?

MS. BLEND: Yes, Your Honor. Thank you.

Good morning.
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CHAIRMAN SCHMITT: Mr. Blankenship, would you
please raise your right hand? Do you solemnly swear
or affirm, under penalty of perjury, that the
testimony you are about to give will be the truth,
the whole truth, and nothing but the truth?

THE WITNESS: I do, Your Honor.

CHAIRMAN SCHMITT: OCkay. Ms. Blend, you may
ask.

MS. BLEND: Thank you, Your Honor.

STEPHEN BLANKENSHIP, having been first duly
sworn, testified as follows:

DIRECT EXAMINATION

By Ms. Blend:

Q. Good morning.
A Good morning.
Q. Would you please state your name and business

address for the record?

A. Stephen Blankenship, 12333 Kevin Avenue,
Ashland, Kentucky 41102,

Q. Thank you. By whom are you employed and in

what position?

A. Kentucky Power Company as the region support
manager.
Q. Did you cause to be filed in this case direct

testimony, rebuttal testimony, and responses to data
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A, Yes.
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Q. Do you have any corrections or changes to any

of those documents at this time?
A. No.
Q. If I were to ask you the same questions
contained in those documents today, would your
answers be substantially the same?
A, Yes.
Q. Thank yéu.

MS. BLEND: Your Honor, the witness 1is
available for cross-examination.

CHATIRMAN SCHMITT: Thank you.

Ms. Vinsel, cross-examination?

MS. VINSEL: Thank you, Chairman. Staff has

no questions for Mr. Blankenship.
CHAIRMAN SCHMITT: Mr. Cook or Office of
Attorney General, questions?
MR. COOK: Yes.
CROSS-EXAMINATION

By Mr. Cook:

Q. Good morning, Mr. Blankenship. I have a few

questions for you today. In this case it's true,
isn't it, that the Company did not provide a

cost-benefit analysis regarding the proposed AMI
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deployment; 1isn't that correct?
A. The Company did not provide a cost-benefit
analysis because it did not seem -- it did not think
it was necessdry. The alternatives in this case are
relatively simple. Due to the obsolescence of our
AMR system, our lack of vendor support, and the fact
that 75 percent of our meters are at the end of
their useful life, based on this fact, it was not
deemed necessary to spend money to hire a consultant
to give an analysis that would not provide any more
information than what we already know.
Q. And if I understand correctly, to date the
Company has only identifiéd mere categories of
potential savings that could result from the
project; isn't that correct?
A. Could you describe -- as far as mere savings,
describe what you're --
Q. Well, benefits to ratepayers, savings for
ratepayers.

p
A, The -- we've identified several customer
benefits that would come along with AM -- with
transition from AMR to AMI. First of all, the power
information, they would go from 12 data points —-- or
12 readings per year to over 35,000. This would

make -- put them in charge of their electric usage.

McLENDON-KOGUT REPORTING SERVICE, LLC (502) 585-5634




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

977

We've alsoc —-- they would alsc at that point be able
to get high bill alerts with the opticn of flex pay.
We'd be able to remotely connect and disconnect
meters.

In addition to that, we're looking into --
one of our affiliate companies is looking at sharing
our —-- a portion of our communication network for
the ability to have other utilities —-- or our
utilities use a portion of our network. That would
offset some of the expenses. We are going to take a
look at that aggressively also in Kentucky. And
also, there would be multiple -- as Company Witness
Mattison discussed earlier, with our outage
notification, currently a customer, when the power
goes out, they have to call us to let us know the
power is out. At that point, with AMI, we will
know, basically instantly, as soon as the power is
out. That, of course, will expedite the restoration
of service. There are many customer benefits
asscciated with AMT.
Q. Okay. And isn't it true that the Company --
the Company's existing meters, that there are spare
parts available for them?
L. Ther; are meters within the affiliate

companies, but what we -- what you have to
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understand with this portion is that our affiliate
companies are in various phases of their AMI
deployments, and they are still using these same AMR
meters. So we are basically in competition for
these meters. At that point, anything that we may
receive from one of our affiliate companies would be
the same obsolete, end-of-useful-life meters that we
are =-- curr;ntly have on our system now.

Q. Okay. 1If, hypothetically, the Commission

were to deny your application for AMI deployment in
this case, and without prejudice, and if the Company
decided to refile for a CPCN for AMI deployment with
a cost-benefit analysis, isn't -- first of all, that
is something the Company could do, isn't it?

A The -- I think regardless of what happens in
this case, you know, Witness Mattison described
earlier in his testimony, we are at a fork in the
road with ohr metering program in Kentucky FPower.
Literally, one goes right over a cliff. Today -- we
have an obligation to provide service to our
customers. Today I can guarantee that to you. A
year from now, if we keep going the way we're -—-
failure rates that we have now, I can't -- I

can't -- I won't be able to guarantee that. So we

will have to do something.
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Q. Okay. And so if T understand your testimony
correctly, instead of providing the cost-benefit
analysis that focused on -- specifically on Kentucky
Power's service territory, the Company instead has
presented this Commission with generalized studies
touting AMI benefits and customer satisfaction
surveys; isn't that correct?

A. No, sir. What we've tried to provide here is
the facts of the dire straits that we are in with
our meter program right now. Again, I can't stress
enough that due to obsolescence of the AMR system,
the meters that we use are no longer being
manufactured, and when you couple that with the
fact, again -- I'11l repeat this again for the
record, is 75 percent of our meters are at the end
of their useful life. And currently we're
experiencing higher than normal failure rates, and
we expect that to grow exponentially as Lhey get
older.

Q. Ckay. Do the -- do the other AEP operating
company affiliates that have gone with AMI, do they

all use the same meter manufacturer and model?

A. Are we discussing AMI or AMR?Y
0. AMT.
A. Currently, within the AEP system, there is
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two vendors. The majority of them use one. There
is -- our affiliate in Texas has a separate company
that they use -- or vendor that they use.

Q. So the family of companies do not all use the
same type of equipment. And does that include also
the communications network and computer backhaul

eguipment as well?

A. They all -- they all utilize a mesh
communication -- a mesh communication network. They
do have separate backhauls for those. Like I said,
out of -- one of the four companies -- or, I'm
sorry, the five companies that have -- strike that.

It's four companies.

Cne is on one vendor, the other four
companies are utilizing one, another vendor.
Q. Okay.. So if T understand you correctly,
there is no centralization or standardization of
these systems among all the operating companies,

correct?

A, This is all handled from the centralized
organization, if that's your guestion. I think that
you're —-—

Q. Has the service company or any affiliate ever

done any studies to determine whether cost savings

could be achieved by standardizing or sharing the
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same AMI computer backhaul systems?
A. I'm not aware of a study.
Q. Okay. So it sounds like there's duplications

between the AEP operating companies; 1s that

correct?

A. As far as duplication, the networks
themselves operate similarly. There's still a
mesh-based network. It will still come back into

a -- the head-in system. The current contract, the
way I understand it -- and I can't speak to that

directly for the other companies, so I won't.
Q. Ckay. I understand. Are you aware that Duke
Energy procured a large pool of standardized AMI
metering infrastructure for its operating companies
tc use, thus driving down the per-meter cost?
A. I'm not aware of Duke's process; nc, sir.
Q. Okavy. In your -- I'm sorry. Go ahead.

MS. VINSEL: Chairman. Chairman. I'm
SOrry -—-

CHAIRMAN SCHMITT: I'm sorry, can't hear
anybody.

MS. VINSEL: I'm sorry to interrupt, but we
can't hear distinctly. If Mr. Blankenship doesn’'t
mind to lean forward.

CHAIRMAN SCHMITT: Mr. -- yeah,
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Mr. Blankenship --

THE WITNESS: How about now?

CHATRMAN SCHMITT: —-- frankly, there's a
hearing problem here.

MS. VINSEL: Thank you.

THE WITNESS: Is that better?

CHAIRMAN SCHMITT: Yeah, I think that's fine.
Is that -- it's the court reporter is the one whose
hearing is more important. She has to hear more
clearly so she can record your testimony.

So, yeah, please proceed, Mr. Cock.

MR. COCK: Okay. Thank you, Chairman.
Q. And, Mr. Blankenship, if you need for me to
speak up too, just let me know. QOkay?

So I think I was asking, and I'm not sure if
I caught the answer, I beg your pardon if I repeat
this question. I was asking about if you were aware
that Duke Energy procured a large pool of
standardized AMI metering infrastructure for its
operating companies to use, thus driving down the
per-meter cost?
A. T'm not aware of the Duke process, but I can
attest that as far as with AEP, we're loocking at the
same economies of scale to try to drive volume

purchasing.
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C. Okay. In your direct testimony, as you
mentioned, you discussed the benefits of AMI
metering, right?

A. That is correct.

Q. And in your rebuttal, however, you state that
many of those benefits have already been achieved by
AMR metering; isn't that true?

A I believe I stated that a portion of the

benefits have already been accomplished with AMR

metering.
Q. Ckay.
A. There were certainly quantifiable benefits

that I couldn't put a price tag on or a cost to,
such as customer satisfaction with -- you know, if
I'm able to provide a customer with the data that
they can take better control of their electric
usage, I can't quantify as far as what that's worth
to customer A versus customer B, but it's still a
benefit that\they have.

Q. Okay. And, in fact, you say the reason that
the Company did not perform a cost-benefit analysis
is that benefits of an AMI system would not show up
in such a study for that same reason; isn't that
correct?

A. No, I think the key to the -- the reason,
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again, we did not perform any cost-benefit analysis
is due to the dire needs to upgrade our metering
system. And right now AMI is the standard in the --
in the industry. The only other option that we
would have would go to a slightly upgraded obsolete
AMR system which uses the SCM Plus technoclogy, and
that would be -- we just deemed that was an
unnecessary cost that we -- but really, it only has
one vendor right now, and proprietary information.

Sc it would be an undetermined amount of time
that we would have to be with that system at an
estimated cost around %22 million, and we would be
the only AEP company on this, so we would bear all
cost for this, and for an undetermined amount of
time. As you say, technology -- with technology,
there's advancements, there's rapid changes. This
vendor could go out of business at any time. At
that point -- then we would have to upgrade to AMI
at that point at a cost of, estimated, 37 million.
So we deemed it was the least-cost option right now
would be to go to AMI,.

MR. COQK: Chairman, that's all the questions
I have at this time.

CHATIRMAN SCHMITT: Thank you.

Mr., Kurtz, cross—-examination?
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MR. KURTZ: I have no guestions, Your Honor.

Thank you.

CHAIRMAN SCHMITT: Mg. Grundmann?
MS. GRUNDMANN: Neo guestions, Your Honor.

CHAIRMAN SCHMITT: Mr. Spenard or Mr. Strobo,

questions?

MR. SPENARD: Good morning. No questions.
CHAIRMAN SCHMITT: Mr. FitzGerald?

MR. FITZGERALD: Yes, Your Honor, I do have

some questions.

CROSS-EXAMINATION

By Mr. FitzGerald:

Q. Mr. Blankenship, can you hear me okay?

A. Yes. If you could speak up just a little

bit

Q. Yeah. How's this? Is that better?

A. A little bit; yes, sir.

Q. Okay. In your testimony you had a Figure 3,
which was the AMI meters in Kentucky. Am I reading

it correctly that 88 percent of the Kentucky

investor—-owned utilities have non-AMI meters?

A.

Q.

Just a moment. Let me get to the Figure 3.

Certainly. 1It's on page 118 of the first

volume of the testimony.

A,

On my direct testimony it should be page 8.
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Figure 37

Q. Yeah.
A, Okay. T'm sorry. What was your guestion?
Q. Okay. What is the overall percentage of

meters in Kentucky that are non-AMI?
A. This was at the end of 2018. At that point,

non-AMI meters, total for Kentucky was 60 percent.

Q. Okay.

A, So I would note --

Q. What tech --

A, I would like to note, though, that AMI

penetration with our municipalities and co-ops is at

74 percent.

Q. Okay. Well, my guestiocn -- I guess my
gquestion: You indicated you're at a fork in the
road and that even though you -- there wasn't a

cost-benefit analysis, you just stated that AMI is
the least-cost option. We'll get back te that in a
second. But I'm wondering, what are these other
utilities using to meter the electricity usage by
their customers 1f they don't have AMI? Do you know
what technologies --

A. Is there a certain company that we are
discussing?

Q. Let's take LG&E KU, for example.
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A. T know they -- LG&E KU, I think they do have

a pilot with AMI, that they're going to that
direction. It's my understanding that Duke Kentucky
has went to AMI as well.

Q. Yeah. So let's get back to LG&E and KU.

Yes, they asked for full deployment of AMI and it
was denied, so they went with an expanded piloct
program. And we'll come back to that in a second,
because I wanted to explore if and why not Kentucky
Power has done a program.

If -- my specific question is: For the
non-AMI customers in LG&E KU, for the other portion
of that 60 percent in Kentucky that don't have AMI
means, what are they using to meter electricity?

A. I do not know, sir.

Q. Okay. 'Cause you stated that you're at this
crossroad and the only cheoice that you have is to go
with the, quote, obsclete AMRs or to go with the
AMI. And it looks to me like there must be some
other options out there because people are getting
bills every month based on somebody metering their
usage, and so some other meters must be available
for those customers.

A, I can't speak for Duke or LG&E and KU.

Whether they are using legacy meters, I don't know,
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but I can tell you that as far as what's being
manufactured today, they're not -- as far as an
electromechanical meter, our vendor is no longer
available. And as far as AMR itself, just an AMR

meter that we use, there's only a single vendor

remaining.
Q. Okay.
A, I can't speak for them as far as what they

use, 1f they're using legacy meters.

Q. So are the AMR meters that you are using,
they are still being manufactured?

A. I'm sorry, I cculdn't hear you.

Q. Are the AMR meters that you are using still
being manufactured?

A. No, sir. Our current SCM platform that we
have, those meters are no longer being manufactured.
Q. Oh, but the SCM Plus are, correct?

A. There's a single vendor for that. It's a
proprietary technology with one single vendor.

Q. No, I understand that, but they are being
manufactured; is that correct?

A. Yes, sir.

Q. Okay. And have you done a cost-benefit
analysis of deferring AMI and replacing the meters

as needed using the SCM-2 for the current time, and
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then perhaps revisiting AMI?

A. Well, as I stated earlier, sir, we have
locked at thg -- we did look at this option. I
didn't do a cost-benefit analysis, but we did an
initial study looking at the SCM Plus. It would
require us to update -- replace our meters with
their meter reading equipment and also change our --
heavy on our =-- the backhaul system as well. The
estimated cost-cut -- again, the estimated cost 1is

around 22 million, which is roughly --

Q. That wculd be --

A, -- (indiscernible} AMI deployment.
Q. I'm sorry. That would be --

A. And yo; have --

Q. That's -- I'm sorry.

A. Excuse me.. I'm sorry. Go ahead.

MS. BLEND: Your Honor, may Mr. Blankenship
please be permitted to finish his answers to
Mr. FitzGerald's gquestions?

MR. FITZGERALD: Yeah. Thank you. I thought

he had.
Q. Go ahead, Mr. Blankenship.
A. My apologies. I did not mean to interrupt

you, Ssir.

I was saying that it was going to be
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50 percent of the cost, as I stated earlier in my
testimony here, that this is for an undetermined
amount of time. To give you an example, in 2017 the
current SCM meters that we have in our system, there
was approximately three vendors at that time.
There's none today. That's how gquickly this changes
with advancements in technology.

AMI is the standard within the industry,
that's a simple fact in the numbers I provided on
the other figure, The -- we just -- when you look
at that, when you put this all in -- start loocking
at this, we just did not see the point in spending
on an obsolete technology that -- for an
undetermined amount of time, then I'm going to have
to turn around and then upgrade to AMI eventually
anyway. The least-cost option would be to go to AMI
now.

Q. Okay. \Were you finished? I don't want to
interrupt you.

A. Yes, sir. I'm sorry. Go ahead.

Q. Okay. Thank you. Is the SCM Plus

technology, the slightly upgraded AMR meters, are
they compatible with your existing system, or would
you have to replace all of the meters in your system

if you gc to that?
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A. It's my understanding that we would have

to -- we would have to replace our head-in, and also
we're looking at the vendor, trying to figure it
out. But as of right now, we would have to upgrade
our metering equipment and also we'd have to go to
two platforms for a short time until we got those
meters changed out. The same with AMI, basically.
Q. Do you know what the cost would be of running
the two platforms if you went to the SCR -- SCM-2,
or SCM Plus and replaced the meters as needed?

A, To run both systems in parallel, is that what
you're asking: the cost?

Q. I guess what I'm asking is: Is it a -- 1is it
an option to replace the meters that are failing
with the SCM Plus AMR meters as needed?

A. It's an unviable option. We -- again I go
back, we would have toc upgrade our systems at that
point, replace our meter reading eguipment and run
parallel systems for an undetermined amount of time,
eSpecially if I do it on a -- on a case-by-case
basis in a reactionary fashion, that would be --
that would cost more i1f T just replace meters as
they fail and have to run two systems.

Q. Have you costed that cut relative to

deployment of AMI?

McLENDON-KOGUT REPORTING SERVICE, LLC (502) 585-5634




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

992

A, We've gotten an estimate for the SCM Plus,

which, as I discussed earlier, was 22 million.

The -- T would have to come -- I would have to give
you numbers later on for that. I do not know tc run
both parallel -- again, it would be hard to estimate

that because i don't know how long we would do that
if we do it in reactive manner. 1 would have to --
to average that out, the cost to run both platforms.
Q. Okay. Before we move on, how can you with
any confidence state that going to AMI now is the
least-cost option if these other options have not
been costed ocut?

A. 8ir, I -- as I said before, the option -- the
first option, if we were to go to SCM Plus, we're
estimating that in the end it'll cost ocur customers
approximately '$59 million. And I'll explain that.
As T said before, to upgrade to SCM Plus, we're
estimating that to be around $22 million. Again, we
have to run two -- we'd have to replace our meters,
our equipment. And again, this i1s a single-vendor
manufacturer that we —-- with proprietary technology
that with -- as advancements -- as the AMR numbers
keep trending down, it makes up a very small
percentage of their sales as well. So 1it's going to

be here for an undetermined amount of time.
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It —-- like I said, three years ago there was
three vendors that were producing SCM meters, today
there's none. So at that point we will have to go
to AMI eventually because that is the industry
standard, and at that point, then we would have to

pay an additional $37 million.

Q. If it's the industry standard --

A. I do think -- I do think --

Q. I'm sorry.

A. I was just going to state, technically this

will be the most-cost option 1f we upgrade to SCM

Plus.
Q. You say the most-cost option?
L. Yes, sir; it will be more expensive to our

customers.

Q. How is $22 million more costly than

59 million?

A. As I said, it would be ~-- because eventually
it'll be 59 million. If it --

Q. Is your testimony -- I'm sorry.

A. Again, sir, I can't -- I don't have a crystal
kall. I can't tell you exactly when the system will
go away, buf based on the track reccrds of the
industry, the SCM Plus technology will not be here

forever.
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Q. Your testimony is that the AMI technology is
the industry standard, but is it not the case, from
your testimony, that 60 percent of Kentucky's meters
are not AMI?

A. Just a moment, please. If you -- in my
direct testimony on page 7, if you look at the AMI
penetration in the United States, 70 percent of U.S.
households have an AMI meter.

Q. And I was talking about Kentucky, and I think

your Figure 3 shows that it's 60 percent?

A. Yes, sir. And Figure 2, if you look at the
country as a whole, when man -- when manufacturers
make meters, they don't look at just -- just at

Kentucky, they are looking at the country as a

whole. And —-

Q. In this case --

A -- that number we have --

Q. I'm sorry. I'm sorry.

A. -- (indiscernible) and the -- when you look

at the 60 percent of non-AMI in Kentucky, I do not
think Duke at that point had all their numbers in
it. I believe that number has grown.
Q. If we could shift a little bit.

MR. FITZGERALD: And, Mr. Chairman, I'm serry

s

to be taking so much time here.
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0. Mr. Blahkenship, how are you propesing to
recover the costs of deployment of the AMI
infrastructure?®?

MS. BLEND: I'm sorry. Mr. FitzGerald, would
you mind repeating your question? There was an
audio issue, it may have been on our end, and you
were a little garbled.

MR. FITZGERALD: Sure. Tt may just be that's
my natural state is speaking a little garbled.

Q. But my gquestion 1is: How are you proposing to

recover the cost of the AMI infrastructure from

ratepayers?

A. We are proposing to use a grid modernization
rider.
Q. Okay. And over what period of time would you

be recovering the $5% million?

MS. BLEND: Mr. FitzGerald, do you mean the
$37 million the Company has estimated the cost of
the AMI equipﬁent to ke in this case?

MR. FITZGERALD: I'm sorry. I thought
Mr. Blankenship, earlier in discussing he said it
was $59 million.

MS. BLEND: I believe he was referring to the
cost to move to the SCM Plus AMR platform and then

subsequently have to move to AMI.
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MR. FITZGERALD: Okay. So thank you for that
clarification, Counsel.

Q. Mr. Blankenship, over what period of time
would the Company propose to recover the
$37 million?

VICE CHAIRMAN CHANDLER: Can I just ask?
Sorry. Can I just ask if the -- the witness would
clarify that?

CHAIRMAN SCHMITT: Well, I think that --

Mr. FitzGerald, in essence, asked.

Dce you understand -- do you understand,

Mr. Blankenship, what the -- what the issue 1s or
what the quesﬁioners are asking? And that is, I
think, to clarify the cost 1if you went to a modified
or a different AMR meter over a period of time, what

ultimately that c¢ost would be if you had to shift at

some point to an AMI meter. And then how do you
intend -- I guess we're talking about the rider you
suggested, the -- I think Mr. FitzGerald's last

question was about recovery of the costs for an AMI
system. So if you could mayke just try to go
through that process again in some detail, it might
clear it all up.

VICE CHATRMAN CHANDLER: Yeah, and I

appreciate that. And thank you, Chairman. I just
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want to make sure that the -- that the witness has
clarified that instead of counsel, so we can have -—--
have that in evidence because that was confusing.
Thank you.

CHAIRMAN SCHMITT: Well, I think, too, for
Mr. FitzGerald's benefit, there's something when --
when Mr. FitzGerald's video is not very good, it's
like when you speak, the speech is sort of garbled,
and so is the video, and it makes it difficult to —--
it's like I said yesterday about these old Korean
movies where we can see you speaking, but there
aren't any words, and then later you hear the --
hear the audio. So that's the problem. It's not
you, it's with the technology some way.

MR. FITZGERALD: Yeah. Mr. Chai?man, if
it -- if it's okay with you, I'll go ahead and turn
off my video and just have the audio, and hopefully
that will be a little bit hetter.

CHATIRMAN SCHMITT: Well, we might check and

see. Let's let the —-- let's let the witness explain
the meter issue and then we can -- if you'd like to,
we can try by -- see 1f the audic is better by

turning off the video.
But for the time being, Mr. Blankenship, if

you can go through your explanation in as much
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detail as possible about the meter problem. Okay?

THE WITNESS: Yes, Your Honor. Certainly.

Just to clarify, if we were to go —- upgrade
to SCM Plus and then subseguently go to AMI, that
would be approximately $59 million. If we were to
go to the full AMI deployment now, that would be the
estimate that's in my testimony of $37 million.
Does that --

CHATIRMAN SCHMITT: All right. And how do
you -- how would -- the cost, either way you do it,
how do vou prepose to recover the cost from
ratepayears?

THE WITNESS: What we proposed for AMI is the
grid modernization rider to collect the $37 million
over a four-year per -- a four-year deployment.

CHATRMAN SCHMITT: Mr. FitzGerald.

MR. FITZGERALD: Okay.

CHATIRMAN SCHMITT: Okay. All right. You
want ta try --

MR. FITZGERALD: A1l right. Thank vyou,

Mr. Chairman. Let me do this: LLet me go ahead
and -- now, 1is that any better?

CHATIRMAN SCHMITT: Well, I think the audio is
may be a little better, but let's test it out --

MR. FITZGERALD: Ckay.
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CHAIRMAN SCHMITT: -- with the questions and
let's see.

MR. FITZGRERALD: Okay. Thank vyou,

Mr. Chairman. Thank you. I appreciate your
indulgence.

Q. The -- Mr. Blankenship, with respect to your
existing meter -- meters, are the costs of those

meters fully depreciated now?

A. I do not know the answer to that guestion.
Q. Okay. So the --
A. (Indiscernible) Witness West or Vaughan.
Q. Okay. Great. T will ask them that.
De you know whether -- how much the customers

would pay each year of those four years during which

you would be recovering your costs under a GMR?Y

A. No, sir. Again, you would have to speak

to Mr. -- or Company Witness Vaughan.

Q. Okay. ' He 1is our go-te guy. Hold on just =a
second.

What's the useful life of the AMI
infrastructure that's being considered?
A. I believe you said the useful life of the AMI
infrastructure?
Q. Yeah.

A, The initial estimates from the vendor is it

s
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alsc has a lb-year.
Q. Okay. So 15 years is the warranted life or

the useful life?

A. I'm sorry?

Q. Is that the warranted --

A. I'm not —--

Q. I'm sorry.

A. That would be the useful life, not warranted.
Tt would be use -- even though you can buy extended

warranties on the systems, but the actual useful
life would be 15 years.

Q. Okay. Do you know, or is this a question for
Mr. Vaughan, what the rate impact would be on the
ratepayer if you went through the base rate case and
recovered the cost of these meters in a manner that
is consistent with their useful life rather than
front loading your recovery through a GMR?

A, I would have to defer that to Company Witness
Vaughan as well.

Q. Okay. \

CHAIRMAN SCHEBMITT: Mr. FitzGerald, are you

still with us? Perhaps nect. Mr. FitzGerald may

have been disconnected or something. Why don't we
give him a minute to see if he can -- 1f he can
reconnect.
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Ah, Mr. FitzGerald, you're back with us. Can
you hear, Mr. FitzGerald?

MR. FITZGERALD: Chairman, can yocu hear me
now?

CHAIRMAN SCHMITT: Okay. RAre you back on,
Mr. FitzGerald?

MR. FITZGERALD: Yeg. Sorry about that.

Q. Mr. Blankenship, a couple other questions.
A. Yes, sir.
Q. The -- did —-- you testified that the --

instead of having 12 data points regarding their
usage, that having access to AMI Infrastructure
would give them 35,000 data points on usage, and

that would put them in charge of their electricity

usage. Don't they already contrcl their electricity
usage?

A. Well, with. AMI, they're -- it greatly

empowers the customer at that point. They -- with
that -- with 12 readings a year, you basically once
a month know what you're using. You can't pinpoint
it to a day. Like, if you wanted to know 1if an

element is going out in your water heater or

something to that effect, you would -- when you know
something is running at that point, you can -- it's
almost realtime data. So that would empower them to
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take complete control of their household at that
point.

Q. Don't you think that the monthly bills that
they receive, that the increases in their rates over
the years gives them a sufficient incentive to take

coritrol of their energy usager?

A. It gives them a snapshot in time for a
monthly bill, but again, it does -- when you can get
high bill alert notifications, when you're -- you

know you're using power, as far as your usage, it
does empower the customer more.

Q. But with -- empowered with that information,
what can they do about it? Because there's a
certain number of lights that you can turn off, and
you can replace your HVAC system if you have the
capital, but what else does that information provide
that's of value to the customer?

A. Well, if nothing else, it would help pinpoint
where they may be having issues. According to what
time of the year it is, they could --
weatherization, things like that. Again,
information is power, and what a customer decides to
do with that is -- the benefit is there if they want
to take advantage of 1t.

Q. Okay. Is the Green Button that allows people

McLENDON-KOGUT REPORTING SERVICE, LLC (502) 585-5634




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

1003

to access their data on a monthly basis, is that a
subscription initiative that you have to sign up
for?

A, I believe in Company Witness Wiseman's
testimony, the Green Button is available to all
customers, they leg in tec their account.

Q. Okay. Do you know how many people log on to
those accounts toc access the Green Button
information?

A. No, sir. I would not be the witness that
could testify to that.

Q. Okay. So you don't know how frequently or
how many customers have actually had an interest in
finding cut their energy usage?

A, No, sif. I do not know the exact number.

Q. Okay. Does KPC offer a budget -- a budgeting
program that spreads the energy costs across the
months evenly in order teo eliminate cost spikes for

certain months?

A, I believe we do offer a budget program.

Q. Okay.

A That would not be in my area of expertise.
Q. Okay. Given the interest that KPC has in

allowing customers to access the information on

their energy costs, does KPC currently separately
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report energy usage from the meter charge in the
monthly bills that you send to customers?
A. I do not know the answer tc that question.
Again, that is not in my area of expertise.
Q. Okay. One of the reasons you indicated that
going to AMI was imperative, using your words, was,
guote, due to an increased number of customers
installing distributed energy rescurces, end duote,
and the need‘to, quote, facilitate these resources,
end quocte.

Isn't it the case that current meters are
able to support net metering?
A. Well, it's true with AMR we do have meters
that can support net metering. The fact of the
matter, goiné back to what I discussed earlier,
those meters are nc longer being manufactured and
they are in short supply.
Q. Ms. Wiseman testified that you lost
6.4 percent of your customers over the period of
2008 tc 2019. What did you do with those AMR meters
that you pulled from those locations?
A. I didn't hear the first part of the question.
You broke up, sir.
Q. Sorry. Ms. Wiseman testified that

6.4 percent loss of your customer base during the
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pericd of 2008 to 2019. My question was: What did
you do with the AMR meters that you pulled from
those residences or those locations where you no
longer had a customer?

A. Normally when a customer moves out of a home,
we don't immediately remove the meter. So I can't

say for sure what happened toc every one of those

meters. We normally --
Q. Okay.
A. -- the practice of what we do is, at that

point, in case someone else moves intc the residence
after they leave, we will leave the meter there so
the customer, the next customer, we don't have to
come out and install a meter. And then after so
many months of inactive usage, then it will create
an order, then we will go cut and remove the meter
service at that point.

Q. Okay. Are you familiar with the time-of-day
voluntary tariff that you have?

Al No, sir. Anything with a tariff, you need to
speak to Mr. Gaughan, Company Witness Vaughan.

Q. Vaughan. Okay. Okay. Hold on just a second
here. OQOkay. Thank vyou.

Do you have -- Mr. Blankenship, getting --

this is getting back to empowering the customers.
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Do you have any empirical basis, any study
indicating that giving'information on energy usage
more frequently will benefit customers by allowing
them to, for example, lower their bills?

A, As in my direct testimony on pages 2 and 10,
figure 4, J.D. Power does show that in 2019 that
customers that do have -- that are aware that they
have an AMI meter are -- generally are 18 index
points higher than customers that do not have an AMI
meter, due to —--

Q. I'm sorry. And how does that correlate out
to savings of energy?

A, I believe it would go back into the
empowerment of the customer, that they have the
options, or tﬁe opportunity at that point to get
the —- from 12 to 35,000 data points or readings per
year. It empowers them to take control of their
enerqgy usage‘and know. In addition, as far as
satisfaction goes, there's outage notifications,
things -- there's multiple, as I discussed earlier,
customer benefits that would make them more
satisfied with it.

Q. Is it your assumption that armed with this
information, customers will use less electricity?

A. Did you say -- I'm sorry. Did you say it was
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my assumption?
c. Yeah.
A, I would say-more along the lines that they

will have the opportunity --

Q. To use less electricity?

A. ~- (indiscernible) -- I'm sorry?

Q. To use less electricity?

A. Yes, sir. That will give them control of

~

their electric usage, and at that point, if they --
I can't speak for every customer, as far as if they
want to use less electricity, but it will give them

the opportunity.

Q. Okay. Give me just a second here.
A. Yes, sir.
Q. Do you know, Mr. Blankenship, whether average

customer usage in the KPC service area has declined
on a per capita basis?

A, I do not have that information.

Q. Okay. And has your company, to your
knowledge, explored what a comparable investment in
weatherization, replacement of housing stock that
has radiant heating, or other measures that would
directly assist customers in being able to use less
would do in terms-of allowing customers to lower

their utility bills relative to putting in AMI
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infrastructure?

A. I believe AMI would give them more
information to\help them with those decisions.

Q. But it wouldn't give them access to capital,
will it?

A. No, sir.

Q. Ckay. A couple more questions and I promise
I'll be done. In your testimony you noted concerns
with worker safety associated with meter reading and
meter disconnection as being among the
considerations for AMI,

Is it the case that the Company uses remote
equipment to read meters now, rather than physically
going out and reading the meters, that they are in
cars and driving by and picking up that information?
A. As far as reading the meters, that is
correct, they do it in a vehicle. But the actual --
Q. Qkay.

A. -- process of installing the meter,
reconnects and re -- and disconnects is a manual
process where they have to go to the home
themselves. That would be eliminated ﬁith AMTI.

Q. Okay. But the meter reading, unless -- it is
not -- it's not a risk of dog bites or -- because

you're doing it from inside a car, right?
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A. Currently, unless there's a communication
issue with the meter, then we would have to get out

and read the meter itself.

Q. Ckay.

A. But you are correct, on a normal basis, they
use it -- they drive a vehicle.

Q. Okay. You mentioned that one of the benefits
of AMI was the savings in -- reduction in fleet

costs and savings from streamlining of departments.
Translating that, does that mean layoffs or
elimination of job positions?

A. We anticipafe a reduction in woerkforce
through attrition, but due to the technolocgy
advancements with AMI, we would be really

relocate -- or reallocating some of our employees
into more technical Jjobs. Again, with the AMI
communication network, we'll need some of those
employees to assist with that.

Q. Have you done a manpower study on how many
jobs would be lost?

A. We've done initial estimate that we think
there would be an attrition of around four to five
employees.

Q. Four to five employees? So those workers

would be safe but unemployed; is that correct?
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A. I'm sorry, I didn't hear the first part.
Q. Never mind. I'll withdraw that question.
You're asking for full deployment of AMI, yet
at the time you filed your testimony, you had not
selected a particular technology; is that correct?
A. That is correct, sir, due to the -- as we
discussed earlier, the advancements in technology.
That coupled with the challenges of the Eastern
Kentucky terrain, we thought it was prudent that we
explore and examine all options to get the most
cost-efficient and reliable system that we could for
our customers.
Q. But at this point in time you're asking for
$37 million to deploy a system whose details and
capabilities you have not presented to the
Commission; is that correct?
A. We've had informal discussions with vendors
and got preliminary pricing as what they
estimated -- the estimate was based upon, and at
this time we have narrowed our decision down to two
vendors and hope to make a decision very soon on
that.
Q. Okay. Your plan for multiyear deployment, in
your testimony, is that ydu're going to serve the

cities and towns first, the more densely populated
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areas, and the rural customers last; is that
correct?

A. Well, what we decided is for a multiyear
deployment. And through ghe economies of scale, we
want to get the densely populated areas first and
get our communication network backbone established,
and then we'll relocate -- reallocate our assets --
our resources at that point to more travel-intensive
areas, the sparsely populated areas.

Q. Okay. So 1t may be as long as four years

before a rural customer would see an AMI meter?

A. No, sir; that's incorrect.

Q. Okay. Tell me --

A. What we plan to do is --

Q. -— if it's -- it's a four -- okay.

A. I can explain the --

Q. I'm sorry.

A. I can explain our deployment, if you'd like.
Q. Please do.

A. In the first year, basically what we -- I

just discussed, we're going to try to do a cross
section of our territory to all three districts.
Those customers will get an opportunity to have an
AMI. And at that point we'll go into more of a --

we'll finish out the district at that point in '22,
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'23, and '24 years. And at that point there will be

many rural customers or the more sparsely dense --

population area. Sc at some point --
Q. Okay. At --
A. -- as soon as 2022, we'll be getting into the

more rural areas.

Q. Okay. And when will you be completed in the
deployment? Is it at four years?

A Yes, sir. We hope to be done at the end of
2024, full deployment by January of 2025.

Q. Okay. Under the grid modernization rider,
will a customer pay for the AMI meters before they
have one installed for their own service?

A They would -- the way I understand, the rider
is -- again, we can't -- I can -- I could accelerate
the deployment, but we felt it was more prudent to
do it in smaller increments.

Q. Okay. Just a handful meore guestions. The --
have you -- you indicated you have not done a
gquantitative cost-benefit analysis on AMI; is that

correct?

A. Again, we did not do a cost-benefit analysis.
Based —-

Q. Okay.

A. -- on the fact that -- the obsolescence of
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the AMR system, we didn't -- we didn't feel it was
necessary based upon the obsclescence of the AMR
system, lack of vendor support, and the -- and the
fact that 75 percent of our meters are at the end of

thelr useful life.

. Okay. And is the Company projecting that it
will -- it will accrue savings from deploying AMI?
A. We will have operatiocnal benefits that come
from this, obviously. The -- well, first off, it
would be with our outage notifications. We do feel

that we'll be able to pinpoint outages in a more
timely manner, which in itself will produce a
savings. We'll be able to do remote firmware
upgrades -- excuse me -- upgrades at the tocp.

We'll also have enhanced system monitoring
capabilities. Basically, every meter will have
end-of-line voltage at every home at that point.
and what this can do for the Company at that point,
and also helps our customers, will be we can be more
proactive in finding transformer failures, issues
with regulators on the line, even to the point,
almost, of a broken neutral on a home due to
fluctuations of the voltage, if it goes up and down
on the meter.

And also, we do expect to have improved meter
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reading accuracy as well, which is -- 1 think is
also a customer benefit, as well as ours, that --
less estimated kills. For example, today if we come
out and read your meter once a month, it's 30 days
or more before you can actually know there's a
problem. With AMI metering, we'll know within hours
or days, with our analytics team, if there's an
issue with the reading.

Q. Okay. Thank you. Last guestions. You
indicated that A -- you indicated that AMI was
needed to support a flex pay program; is that
correct?

A. Yes, sir.

Q. Are you aware of whether other utilities
offer prepay or split bill options for customers
without AMI technology?

A, The only utilities that I'm aware of that
offer a program similar to this have AMI. I'm not
aware of any others.

Q. Okay. Have you -- have you looked to see
whether it would be possible to implement a prepay

or flex pay program or split options without AMI

technology?
A. I'm sorry. You broke up again, sir.
Q. Okay. I was asking whether you had done any
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sort of analysis of whether that flex pay program
could be provided without AMI technology.

A. The basis upon the flex pay system is --
really, it's determined by AMI. If we were to go
with another system that would provide -- be more
manual labor process, that we'd have to actually go
out at any time and dis -- and pull the meters that

the customer said they didn't want service at that

time.

Q. No, my guestion -- and I apclogize. Just as
an example, I have -- I have utility bills that I
pay. On their -- the websites, they give you an

option of splitting your payment. And I don't --

you know, I'm just wondering, do —-- have you
explored, since my -- the testimony of Ms. Wiseman
was that flex pay is -- provides for flexibility for
customers to be able to pay incrementally. Have you

explored doing split bill billing or making that

option available to customers without AMI

technology?

A, No, sir; I have not. Again, that's not in my
area of expertise as far as the -- that part.

Q. Okay. I -- last gquestion. Do you know

whether the rate impact of the GMR on the customers

for those four years will be higher than if you
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amortize the cost of the infrastructure over its
useful life?

A. Again, I believe that I would have to defer
that to Company Witness Vaughan.

Q. Ckay. Thank you, Mr. Blankenship. You have
been -- I appreciate you very much.

MR. FITZGERALD: Mr. Chairman, I appreciate
your patience. All right.

CHAIRMAN SCHMITT: Okavy.

Mr. Miller, questions?

MR. MILLER: ©No questions, Your Honor. Thank
yoiul.

CHAIRMAN SCHMITT: Mr. Frye? Mr. Frye?
We'll have to ask Mr. Frye again. He probably got
cut off.

Vice Chairman Chandler, gquestions?

VICE CHAIRMAN CHANDLER: Yes, Jjust a couple
things. Oh, there's Mr. Frye.

CHAIRMAN SCHMITT: ©Oh, Mr. Frye. Do you have
any gquestions?

MR. FRYE: Sorry, Your Honor, I was having
technological difficulties. No questions, Your
Honor.

CHAIRMAN SCHMITT: All right.

Mr. Chandler.
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VICE CHATRMAN CHANDLER: Thank you, Chairman.
EXAMINATION

By Vice Chairman Chandler:

0. Good morning.

A. Goocd meorning.

Q. Earlier you testified as to those 2018

figures and -- or 2018 numbers in your Figure 3 of
your direct testimony. You said something about how

you didn't think Duke electric meters were fully
installed by the end of 2018.

Do you remember saying that?

A. Yes, sir.
Q. And are you certain that's the case?
A, That would be subject to review. I'm not

certain on that number; no, sir.

Q. Ckay. When you talk about reallocating the
employees that currently do meter reading, let me
see if I understand. Those employees would merely
be doing different work, there would not actually be
a reduction in the number of employees for a
proposal that replaces AMR meters with AMI, correct?
A. No, what would happen at that point is:
Obviocusly, if we get AMI, we will not need as many
meter readers as we have today with AMR. We would

have a reduction -- the number would be larger than
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the five -- or the four to five that I discussed.

We would just relocate those. And again, I -- until
I get to the final numbers on this, it would be --
we'll say ten, just for hypothetically. There will
be five people that would be transferred into other
jobs at that point, and then, through attrition, we
would -- through retirement, things like that, we
would -- so we would have a reducticn of four to
five employees.

Q. A total over the Company, you would have four

to five less employees under AMI than AMR?

A. Yes, sir.

Q. Okay.

A That's preliminary estimates right now, yes.
Q. Okay. And you had talked about earlier if

you did the other AMR system in addition or in order

to replace the current AMR meters with the other

AMR.
Do you remember those guestions?
A. Yes, sir; SCM versus SCM Plus.
0. Yeah. And you mentioned a concern around
running two different systems for a time. Do you

remember that?
A Yes.

Q. Is that obviated by using AMI?

McLENDON-KOGUT REPORTING SERVICE, LLC (502) 5835-5634




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

1019

A. I'm sorry, I don't understand the -- what's
your duesticn?

Q. 1f you implement AMI as proposed, wouldn't
you also be running two systems for the -- for
approximately four years?

A, Yes, sir; but that would be a determined
amount of time. We would know after four years we
would eliminate AMR.

Q. Right. But are -- was it your testimony that
you would be running two AMR -- if you =-- if you
replaced your meters or added the new AMR, than it's
your testimony that you'd be running both AMR
systems for a lb-year period?

A. No, sir. No, sir. If it was A —-- 1if we are
going from SCM to SCM Plus, I'll clarify the
statement here, we would -- eventually we would
eliminate the SCM system and go completely to S5CM
Plus. The danger we run with that, though, is no
other of our affiliate companies are on that system.

We would bear the full cost of that system at that

point.

Q. Yeah.

A. If you look at the economies of scale.
Q. Yeah. And that's -- I guess that's a

different issue, though, because can you point me to
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where, 1in terms of costs and things, in your
testimony you talk about the economy of scale, the
savings you-all are getting because cther AEP
affiliates have that metering system, the AMI
system?

A, I think what we -- the advantage we get cut
of this are the experience that our affiliate
companies, through their deployments and then
through volume pricing, leveraging the -- AEP's size
at that point is what it would help us with savings.
Q. Well, experience 1is not necessarily economy

of scale, right?

A. No.

Q. Okay. And you said that of the approximately
five affiliates that have AMI -- is that right?

A, Yes, sir; five.

Q. Ckay. And are there affiliates that do not
have AMI?

A. Currently, in the AEP affiliate companies,

there's two, us and our affiliate company in
Louisiana.

Q. So Kentucky and -- is that SWEFPCO, the SWEPCO
portion of Tiouisiana, or the Louisiana porticn of
SWEPCO; is that right?

A. Yes, sir.
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Q. Okay. S0 there are two that are not AMI,
feur that are AMI of a certain type, and then one
other that has AMI of a different type; is that
correct?

A. Yes, sir.

Q. Okay. And you-all have made a final

determination as to vender and communications

network?

A. We have narrowed it down to two vendors.

0. Okay. 8o -- and what about communications
network?

A, It's -- we're -- right now we're looking at a
mesh-based system and a tower-based system. The two

vendors are --

Q. Okay. So we have not -- you have not
narrowed down the type of communication system, you
have not narrowed down the manufacturer yet.

So can I -- can I go back to the economies of
scale example and understand, if those four
utilities have already made determinations of a
particular type and you-all have not yet made a
determination as to the type or even communications
network, or the manufacturer or communications
network, then how -- disn't i1t a bit premature to be

talking about economies of scale with affiliates?
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A, Well, what we would do at that point, the
SWEPCO, as we mentioned, they're looking at the same
systems we are, and also our Indiana Michigan
affiliate, they have a very small percentage of AMI

penetration right now, so they're locking as well.

That's where we would -- we -- the plan would be for
us to use -- us to combine, we pull together and
go -- and each company at that point use the

economies of scale.
Q. But -- okay. And I just want to make sure
the record was correct, and I do appreciate
Ms. Blend -- Ms. Blend's help, but I want to make
sure that the record is correct.

The $59 million number you threw out was
merely a combination of the 22 million for the
AMR -- AMR replacement, plus the 37 million you've
discussed with AMI, correct?
A Yes, sir; that is correct.
Q. And you are using that -- 1s it right to
think that you were just using that as an example,
that it's your testimony, your expectation, that if
the Company was to go the AMI -- the AMR route at 22
million, that prior toe an entire life cycle of the
proposed AMI, the Company would still have to do AMT

within that approximately 15 years?
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A. Obviously I can't predict the future. I can
just go by the past history of this technology.
Again I point back to, in 2017 there was three
vendors for our current meters, now there's one.

But I don't expect it to last the full 15 years; no,
sir. I would not -- I would be very surprised if
SCM Plus is around in 15 years.

Q. And I appreciate that. I wanted to make sure
T understood the $59 million number is all -- I'm
just trying to make sure the record is straight that
that is pfemised on, it's your position that if the
Company was toc go the AMR route at $22 million, that
within -- prior to 15 years the Company would also
have to already install the AMI that they're
currently proposing, and that's just 22 plus the 37,

correct?

A. Yes, sir; that is correct.
Q. Okay. And I just have a question about
manufacturer support. When did the three

manufacturers in 2017 that supperted your current
AMR system, when did they inform the Company they
would no longer support -- well, let me ask the
first question: Are they no longer supporting the
system or no longer manufacturing the system?

A. They are no longer manufacturing the meters,
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but our support system for our reading meter
equipment, that was -- we got notification this
summer that there would no longer be vendor support
for the current reading, the readers that we have in
our trucks that are handheld. Prior to that I was
in another position, so I don't know the exact date
as far as wheg they informed the Company.

Q. So the three manufacturers, would they have
informed you-all that they were going to cease
manufacturing the meters?

A, Yes, sir. They norm -- that -- they --
normally vendors will let you know that there's --
they're no longer going to produce this.

Q. And do they give you a lead time where they
tell you in the next year, year and a half we're
going to be doing this, or do they just tell you we
stopped manufécturing this yesterday, Jjust wanted to
give you a heads-up?

A. They normally will give you a little lead
time. As far as a time frame, I don't know exactly
when they try to do it. They ncrmally will let you
know before they cease production.

Q. And why do they let you know?

A. Well, if you're -- if -- well, if your system

is basically using their meters and they're no
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longer going ko be produced, then they'll let you
know that you're going to have toc look at an
alternative in the future.

Q. You don't think they give you lead time so

that you can purchase some from them before they end

manufacturing?

A. I can't speak to --

Q. You don't think that --

A. —-— (indiscernible).

Q. I'm just asking. Is that your experience,

that they indicate with enough lead time so that
interested parties can purchase scme before they
finish manufacturing?
A. I believe they would probably be aware we
would start purchasing meters, whatever they have
left in stock. I den't know if that's a given. I
think that they would -- we would go ahead and
purchase that if we were using their system.
Q- Okay. Okay.
A. They would --

VICE CH%IRMAN CHANDLER: That's all the
guestions I have. I appreciate you,
Mr. Blankenghip.

CHAIRMAN SCHMITT: Doctor Mathews, gquestions?

COMMISSIONER MATHEWS: I just have one or
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two.

EXAMINATION
By Commissioner Mathews:
Q. When you talk about all these benefits that
you have quantified, you talk about giving customers
the -- what do you call it? -- ability to control

their own electricity usage, correct?

A. Yes, ma'am.
Q. We've had several witnesses talk about the
levels of poverty in your service territory. Do you

think that the levels of poverty and the housing
stock that comes with that would make it more or
less difficult for customers to use AMI data to
change their electricity usage?

A. I'm SOrry, I did not hear the end of the
guestion.

Q. Given the levels of poverty and the housing
stock that goes with that, do you think that would
be easier or more difficult for these customers in
this service territory to use the AMI data from a
Green Button or whatever, to change their
electricity usage?

A. The customer does have various ways to get
this information. Even if they do not have access

to the Internet, most people do have a cell phone --
/
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Q. The --
A, I'm sorry?
Q. Even if they have the information, are they

limited, because of the housing stocck, in what they
can do to change their electricity usage?
A. I believe what you're asking me is, will they

have the financial means to correct it?

Q. I believe that --

A. Is that/correct?

Q. I believe Mr. FitzGerald also asked you that
gquestion. I'm not sure you answered. I'll just

take that you're not answering now either, and T'll
say that aren't these issues that should be
quantified before you bring it to the Commission?
A. What we -~ the reason we're talking about
this today, again, 1s our obligation to provide safe
and reliable service. While I'm cognizant of the
issues that you're talking about, that is -- my
responsibility is to make sure that I am able to

/
provide our customers with that safe and reliable
service. And again I reiterate that today I am able
to do that. I do not know 1f I'11l be able to do
that a year from now because, as I stated earlier,

currently we only have 2,000 of these -- of our

residential meters in stock. We anticipate that it

McLENDON-KOGUT REPORTING SERVICE, LLC (502) 585-5634




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

1028

would last us through next year, and that is the
driving force that we have to do something.

COMMIS%;ONER MATHEWS : Chairman, I don't have
any further questions.

EXAMINATION

By Chairman Schmitt:
Q. What -—- Mr. Blankenship, what 1is the useful
life, or the average useful life of the AMR meters
that Kentucky Power has left?
A. The average useful life of an AMR meter is
15 years. At this time, Your Honor, 75 percent of

the meters installed are at that point.

0. Are --
A. End of their useful life.
Q. Are at or over their useful life; 1s that

what you're saying?
A. Yes, sir. They -- the majority of our meters
were installed in 2005-2006, so going into '20-'21,
they will be at the end of their useful life.
CHAIRMAN SCHMITT: I have -- I have no other
guestions.
Ms. Blend, do you have redirect?

MS. BLEND: Yes, Your Honor. Thank you.

* * *
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REDIRECT EXAMINATION

By Ms. Blend:
Q. Mr. Blankenship, Mr. FitzGerald asked you
gquestions about the recovery period the Company is
proposing with regard to its AMI meters.

Do you recall those questions?
A. Yes.
Q. And I believe I heard your testimony in
response to that question, or those questions, to be
four years. Is four years the number of years over
which the Company's AMI -- proposed AMI investment
will be recovered, or is that the number of years
over which the Company will deploy the meters
themselves?
A. Yes. We need to correct that. The
deployment is four years. As far as the recovery,
that would be to Witness Vaughan. I'm not sure on
that number, Eut the deployment is four years.
Q. Thank you. And does Company Witness West
also discuss the time period over which the cost of

the AMI deployment would be recovered?

A, Yes, ma'am.
Q. Do you recall guestions about -- from
Mr. FitzGerald about whether the Company -- or how

many meters the Company has been able to collect as
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a result of loss of load in its service territory?

/
A, Yes.
Q. Would you -- is it your understanding that
the amount of load loss 1is directly correlated with
the number of meters that the Company -- I'll ask it
differently.

The Company could lose a large amount of load

and only a relatively few number of meters; is that

right?
A That is correct.
0. You have been listening to the hearing this

i
week, correct?
A, Yes.
Q. Have you heard discussion regarding the

closure of AK Steel in the Company's service

territory?
A, Yes.
Q. If you know, is AK Steel a large load, or was

it a large load in Kentucky Power's service

territory?
AL Yes.
0. Did it 'have relatively few or relatively

numerous meters metering that load?
A. In the context as far as the rest of the

system, it would be a low amount of meters, number
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of meters.
Q. So is there necessarily a correlation between
load loss and the number of spare meters that may
beccme available as a result of the load loss?
A, No.
Q. The Viée Chairman asked you dguestions about
where in the record, or where in the materials that
you sponsor the concept of economies scale is
discussed.

Do you recall those questions?
A Yes.
Q. Will you please turn to page 17 of your
direct testimony?
A, Okay. I'm there.
Q. Do you discuss the economies of scale
associated with Kentucky Power's ability to join its
purchasing power with its affiliates on lines 6
through 16 of page 17 of your direct testimony?
A Yes.
Q. And if you recall, did you also respond to

data reguests from the AG and KIUC regarding this

topic?
A, Yes.
Q. Thank you.
M5. BLEND: And 1if it —- it would be
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appropriate, Your Honor, I could stipulate to the
data responses that are relevant, or I can walk
Mr. Blankenship through them, whichever you would
prefer. I'm trying to be sensitive to time.

CHAIRMAN SCHMITT: I think they are in the
record, correct? Do we —--—

MS. BLEND: They are.

MS. VINSEL: They are in the record, but it
would be helpful if they would at least note which
data responses are —-

CHAIRMAN SCHMITT: Yeah.

MS5. VINSEL: -— responsive.

CHAIRMAN SCHMITT: Counsel, Staff Counsel is
asking if you would note for the record --

MS. BLEND: Yes.

CHAIRMAN SCHMITT: -- specifically those data
responses.

MS. BLEND: Yes. Yes, Ycur Honor. I didn't
want to put Mr. Blankenship through a memory test,
but they ares AG KIUC set 1, item 89; AG KIUC
set 1, item 100, and AG KIUC set 2, item 56. Thank
you.

Q. Mr. Blankenship, you testified earlier in
response to questions from the Vice Chairman about

which of the Company's affiliates have AMI meters.
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Do you recall that discussion?
A, Yes.
Q. And I believe you testified that SWEPCO
Louisiana does not have AMI meters?
A, That is cqrrect. And --
Q. Is it your understanding that any of the
SWEPCO jurisdictions has AMI meters at this time?
A. I misspoke on that. They do have a small
number of AMI. They just started a small number of

AMTI meters there.

Q. In Louilsiana?

L. Louisiana, Arkansas. Part of their
territory. I don't know exactly what the location
is. /

Q. Thank you. The remainder of SWEPCO's

territory, which comprises Arkansas, Louisiana, and

Texas, outside of that small pilot area, is

non-AMI --

A, That is correct.

Q. -— is that right?

A. It is all AMR through there.

Q. Thank you for clarifying.

A. Uh-huh.

Q. Now, Commissioner Mathews asked you some
guestions about one of the benefits of -- associated
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with AMI in terms of customer access to data usage.
I just have a clarifying question or two there.

Is customer access Lo data so that they could
understand or potentially change their usage, 1is

that a driver of the Company's AMI proposal in this

case?

A, Yes.

0. It is the driver, or is the driver --

A, Can you repeat the question? I'm sorry.
Q. Is customer access to data a driver or the

driver of the Company's proposal?

A. No.

Q. Or is it just a benefit of the proposal?

A. It's a benefit. The driver is the
obsolescence of the AMR system. I'm sorry, 1 didn't

understand the qguestion.
Q. I'm sorry, I articulated it poocrly.

MS. BL;ND: Thank you. I have no further
questions.

THE WITNESS: Thank you.

CHATIRMAN SCHMITT: Well, Mr. Blankenship, you
may —-- you may step down.

All right. ITt's ten till 11:00. Let's take
a break until 11:00 o'clock, and then we'll cone

back, I guess, and begin the testimony of Mr. West.
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We'll be in recess -—--

MS. BLEND: Thank you, Your Honor.

CHAIRMAN SCHMITT: -— until 11:00 a.m.

(Recess from 10:51 a.m. to 11:04 a.m.)

VIDEQO TECHNICIAN: You're on the record, sir.

CHAIRMAN S3CHMITT: Thanks. We're now back
and on the record,

Mr. Overstreet, are you -- are you ready for
the next witness?

MR. OVERSTREET: Thank you, Mr. Chairman. We
are, and I would call Brian K. West.

CHATRMAN SCHMITT: Mr. West, would you please
railse your right hand? Do you solemnly swear or
affirm, under penalty of perjury, that the testimony
you are about to give will be the truth, the whole
truth, and nothing but the truth?

THE WITNESS: Yes, sir; I do.

CHAIRMAN SCHMITT: Thank vou.

Mr. Overstreet, you may qguestion the witness.

MR. OVERSTREET: Thank you, Mr. Chairman.

BRIAN WEST, having been first duly sworn,
testifled as follows:

DIRECT EXAMINATION
By Mr. Overstreet:

Q. Mr. West, please state your name, business
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address, and employer.
A. Sure. My name is Brian West. My business 1is
address is 1645 Winchester Avenue, Ashland, Kentucky

41101. My employer is Kentucky Power.

0. And what 1is your position with Kentucky Power
Company?

A I'm the director of regulatory services.

Q. And did you cause to be filed in the record

of this proceeding direct testimony, rebuttal
testimony, and answers to data requests?

A. Yes, sir.

Q. And do you have any corrections or updates to
any of those filings?

. I do. It's in my direct testimony at

page 32, and I believe it is on lines 12 and 13.
It's a guestion, an additional gquestion that

shouldn't have been there, it just needed to be

deleted.
Q. And is that question and the corresponding
answer, does that appear in other -- in some other

place of your direct testimony?

A. Yes, sir; it does.

Q. Okay. And with that one change, if you were
asked those same guestions here today, would your

answers be the same?
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A. Yes, sir.
MR. OVERSTREET: Mr. Chairman, the witness 1is
available.
CHAIRMAN SCHMITT: Thank you.
Ms. Vinsel, cross-examination?
MS. VINSEL: Yes. Thank you, Chairman.
CROSS-EXAMINATION

By Ms. Vinsel:

Q. Good morning, Mr. West.
A. Good morning.
Q. I would like to start with the adjustment for

the dues paid to the Edison Electric Institute, and
I'm just going tb refer to it as EEI. Staff has
noticed inconsistencies, both in terms -- well,
three things: Where the adjustment is in the
record, how much the adjustment is, and the
percentage that was removed for legislative
activities or, as EEI puts it, influencing
legislation. So 1've got several documents I would
like for us to walk through, just to get some

¢larity intg the record.

A. Certainly.
Q. Thank you.
A Can you hear me okay, by the way?
Q. Yes, I can. Thank you, very much.

McLENDON-KOGUT REPORTING SKRVICE, LLC (502) 585-5634
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A, Okay.

MS. VINSEL: Travis, can I ask you to bring
up Document 2947

What I'm asking to -- Staff to display on
screen sharé is Kentucky Power's response to the AG
KIUC data request, the second data request, and it's
item £4£4.

Now, Travis, if you'll go to PFDF -- the PDF
pagination 264. Thank you.
0. This -- I think that we've seen this request
multiple times during this proceeding. In this case
the Attdrney General KIUC, in question A, asked
Kentucky Power to indicate where in the application
the EEI adjustment was made. And in this case,
Mr. -- and Mr. Bishop answered this. He referred to
the application, section 5, page 2 of 87.

MS. VINSEL: Travis —--

A. Yes, I —-
Q. Do you see that?
A. I see it, yes.

MS. VINSEL: Travis, can I have you go to
Document 117
Q. And, Mr. West, I've gotten a message that
some of our remote users are having some issues

hearing youw, If you don't mind -- I know that

McLENDON-KOGUT REPORTING SERVICE, LLC (502) 585-5634
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you're sitting close, I Just want to make sure

you're speaking into the mic.

. Okay. I'm sorry about that.
Q. Thank you. T think it's just what happens
with this.

MS. VINSEL: Thank you, Travis.
Q. What this is, this is from the application,
section 5, and this is actually Exhibit 1, page 2 of
87. I thin% in the data response there was an
inadvertent admission of the Exhibit 1 label. I
will tell you, I double checked Exhibits 2 and 3,
and they dec not have the same pagination.

Mr. West, tc the best of your ability, can
you show me where on this, the fully adjusted base

case summary, we would find the EET adjustment?

A Well, I think I can dc you one better and
point you to exactly where it's at. I believe that
this is how that answer should have been -- or

should have read.
N
Q. OCkay. Good. Thank you.
A. Part A. And if we could -- if you would go

to secticen b, schedule 4.

Q. Schedule 47
A. At lines -- schedule 4, at line 415. Now, in
that —-- in that grouping there, that PDF, it would

McI.ENDON-KOGUT REPORTING SERVICE, LLC (502) 585-5634
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be page 19 of 87. And 1s there a line 4157

Q. Yes. So here where it's line 415, it says
930.2 -- this is a miscellaneous general expense?
A. Yes. “Yes. And that first figure there, and

I'm having a little trouble reading it, but I

believe it 1s 4338407

Q. Yes.
A. The amount, and when I'm looking back to my
rebuttal testimony at R11l, the item that says -- the

part that was included in the cost of gervice, the

88,000, that is -- that would be found in that 433
number.
Q. And is that 433 number broken out anywhere

else in the.case record?
A. Yes, it is. It was in a data reguest, and
that is -- that was on KPSC 2-47, attachment 2

provided the detail for that miscellaneous general

expense.
Q. and I'm just going to guickly look at
something. Was that attachment, was it -- I know

that sometimes Kentucky Power's attachments are
incorperated into the PDF of the data response and
sometimes the attachments are separate documents,
usually Excel spreadsheets.

S0 was this filed as a separate document or

McLENDON-KOGUT REPORTING SERVICE, LLC (50Z2) 585-5634
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is it contained within the body of the response to

PSC 27

A. OCh, my. I don't knew the answer to that.
Q. Okay. Well, then I'1l --

A, I apologize.

Q. Let me see if we can find it here in this

proceeding, because I know --
Al Okay.
Q. —— Staff had looked for it, and we want to
make sure that we have 1it.
MS. VINSEL: Okay. Travis, can I have you

bring up Document 477?

Q. So is this, then, the attachment where
there -- 1t would be broken out to indicate EEI?
A. Yes, 1t's on there.
Q. Okay.
MS. VINSEL: Just to make sure, Travis, can 1

have you scroll down?

Q. It lodks like it might be line 232.

A. Is that attachment 2 or attachment 17

Q. Looks like it is attachment -- let me see.
It is --

MS. VINSEL: I'm sorry, Zach, I've got you
the wrong document. It's Document Number 48.

A, Okay.

in
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Q. And it is in the tab detail at line 232.
Okavy. I see it. So it looks like -- I see. This

is the $88,000 that was included in --

A, Yes.
Q. -— base rate? ©Okay. Thank you. That
clarifies two of the guestions, then. Thank you.

MS. VINSEL: Zach, can you take that down,
please?

MR. OVERSTREET: Ms. Vinsel, I apologize. I
got a little bit lost. Sc that -- was that the
response to Staff 2-47, attachment 2, that you found
the information you were looking for?

MS. VINSEL: Yes, that 1is correct,

Mr. Overstreet.

MR. OVERSTREET: Thank you.

Q. Okay. Now, we also have a question about the
basis for the amocunts that were excluded for
legislative activity.

MS. VINSEL: Zach, can I have you bring up
Document, again, 294, and I'll give you the PDF page
when it's up.

For everyone else, what this is, is this is
Kentucky Power's response to Attorney General KIUC
second datal!request, item 44, attachment 1.

And Travis, i1f I can have you turn to page
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240 -- excuse me -- 267, PDF 2¢7. All right. If
you'll blow this up, because the part I want to read
is a little small.

Q. Again, this is Kentucky Power's response to
the AG KIUC second data reqguest, item 44,

attachment 1. It's page 3 of 2C.

All right. Do you have that? I see you've
got the binder in front of you. Are you on this
page, Mr. West?

A. Well, actually I'm looking at my rebuttal
testimony at R11, but I'm familiar with -- T can see
it on the screen.

Q. Okay. Well, here's my question --

MS. VINSEL: And, Travis, I may have to have
you blow this up, because I want to look at two
lines in the description, but I also want to loock at
footnotes 1 and 2. Perfect.

Q. So, Mr. West, 1is it correct, this is -- this
is the bill'from EEI to AEP, and it incorporates the
entirety of AEP, if you will. It's been
subsequently allocated. So let me back up rather
than ask you a multipart guestion.

Does this represent the bill from EEI to AEP?
A. Yes, that's my understanding.

Q. And AEP then allocates the EEI membership

McLENDON-KOGUT REPCRTING SERVICE, LLC (502) 585-5634
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dues out to who? Well, who does -—- who does AEP
allocate the dues out to?
A. The oPerating companies.
Q. Okay. And as I understand, I believe the
allocation is based on the total number of
customers, I believe electric sales, and one other
piece, as compared to AEP opcos as a whole?
A, I'm not certain as to the allocator that they
use, whether it's total number of custcmers or what
it is.
Q. Okay. I know that we had that in Mr. Bishop's
testimony, so I think we're gocod with that.
A, Okay.
Y,

Q. What I'm asking about is if yocu can see where
it says "Regular activities of Edison Electric
Institute," and then there's footnote number 1.
Al Yes.
Q. And when I come down to footnote number 1,
just confirm with me that this is what 1t says, what
I'll read to you. {(Reading) The portion of 2020
membership dues related -- relating to influencing
legislation, which is not deductible for federal
income tax purposes, is estimated to be 13 percent.

Woulé/you agree that's a correct reading?

A. Yes, 1 would.
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Q. And then when I look at the second line on
the description that says "Industry Issues," with,
again, a footnote number 2, and I come down to
footnote number 2 and it says, (Reading) The portion
of the 2020 industry issue support relating to
influencing legislation is estimated to be
24 percent.

Is that a correct reading of what you see?

/

A. Yes.
Q. Okay. Thank you.

MS. VINSEL: Zach, will you take that down?
And then I would likg to go to Mr. West's rebuttal
testimony. For our internal purposes, this is
Document 459. And Travis, if I'm calling you Zach,
I apologize. If you'd please go to PDF pagination
37. If I -- can I have you scroll down so we can
see all of Figure 2? There are two tables there.
Q. Now, as I look at this, let me start with the
bottom, an&/I just want to walk through it. And,
Mr. West, tell me if I'm reading this correctly.

The bottom, there are three -- three lines in
that table, column starts with Journal ID, account
number. Come over to the last column, and it's
telling me the amounts that are included or

excluded; i1s that correct?
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A, That is correct,

Q. And just because I went to look ahead of

time, and % really don't want to have to bring up
this documént also, but can we agree that in those
accounts, 4261000 is the -- that's the account
number for the account that's named Donations?

A, I am not certain about that. I see that the
readback on yocur number is correct, but I don't know

that it's donations.

Q. Well, subject to check, this would be

donations.

A. Subject to check.

Q. Subject to check. Account number 4264000,
s

subject to check, is civic and political activity?

A. I'm scrry, I didn't -- I didn't catch that
last -- what that was.

Q. It is civic and political activity.

A. Okay. Thank jou.

Q. And I can refer --

A, Yes.

Q. I'll refer yocu to where this is located in
the record. And then 9302000 is miscellaneous

general expense?

-

A, Yes. That's cne you previously identified.

Q. Identified?

McLENDON-KOGUT REPORTING SERVICE, LLC (502) 585-5634
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A. Yes.
Q. And to let you know where I found the account
information is in the application. I believe it's

section 2. But this is Exhibit M, which is Kentucky
Power's chart of accounts.

A, Okay. Thank you.

Q. And just so you don't have to look through

every one of these accounts, the donations account
!

7

number is on page 10 of 18, the civic and political
activity is on page 11 of 18, and the miscellaneous

general expense is identified on page 17 of 18.

A. Thank you. Okay.

Q. Okay.

A. I have that exhibit in front of me now.

Q. Okay. What Staff would like to understand

is, given that the bill from EEI indicates two
different activities that have percentages of

13 percent and 24 percent for influencing
legislatioé, what is the basis for Kentucky Power to

allocate only 3.9 percent of the EEI dues to

legislative activities?

A. Could you maybe repeat your question for me,
please?
Q. Okay. Well, let me go back here. We can

even look at this, although I understood from the
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bill it's 24 percent, but loocking here on the top
table on Figure 2, we have the EEI invoice line
item, which is, in fact -- okay. Looking at the
aggregate éor each of three particular line items on
the EEI bill.
A, Right.
Q. Next to it, it says -- 1t says, {(Reading) AEP
legislation percentage, 13 percent, 26 percent.

As we recall, on the EEI bill those
percentages for legislative activities were
13 percent and 24 percent. I then come over, there
is a -- it looks like some sort of an apportionment
with AEP legislative amount, Kentucky Power
allocationj and then Kentucky Power legislative
allocaticn.

So my question is: How was —- what is the
basis for 3.9 percent legislative allocation?

A. Okay. I apclogize. I don't have that

calculation right in front of me.

Q. Would Mr. Vaughan --

A. I see it —--

Q. I'm sorry?

A. I see it here.

Q. I'm Sorry?

i I see it here, but T apologize. I'm sorry.
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Q. And could Mr. Vaughan --

A. {Indiscernible) .

Q. I'm sorry, I don't -- do not mean to talk
over you. Would Mr. Vaughan be able to answer that

question?

A. He may. This was -- this information was
provided to me by Witness Whitney, so that may be
the better witness for that.

MR. OVERSTREET: Ms. Vinsel, if Mr. Vaughan
is unable to provide the information, we could
certainly provide it in a post-hearing data request.

MS. VINSEL: Okay. We have one gquestion,
if -- and we will ask this in a post-hearing data
request, but our guestion is: 3.9 percent part of
the total AEP pill -- AEP bill, rather than Kentucky
Power's portion. But it's -- because Mr. West does
not know, we'll move on from that guestion.

Q. We've asked several witnesses, and many of
them have referred us back to you, giving us some
answers but also referring back to you.

I have a question about the excess
unprotected ADIT, and I'm just going to call it the
excess ADIT for this questioning purposes,
recognizing we are talking about unprotected.

A. Yes.
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Q. As we know from certain data responses,
Kentucky Power intends to finance the cash shortfall
from the -- if the proposed accelerated amortization
of the excess ADIT is accepted, authorized, then
Kentucky Power intends to finance the cash shortfall
from that accelerated amortization, and it will be
financed with long-term debt and equity.

It would seem that Kentucky Power probably
has developed some sort of a plan to address this.
Sce our guestion is, really: What are the projected
financing costs? And if I've made an unfair
presumption, please let me know.

A. No, not at all. You're asking about the
projected financing costs of the cash shortfall

because we're proposing the one-year offset of the

ADFIT?

C. Yes, that's correct.

A. I do not know if Witness Messner has made an
egstimate of that. I have not -- I'm not aware of

one, 1if he did dc one.
Q. I can tell you he did not because he didn't
know the answer either.

Okay. I suspect that Mr. Messner's answers
for the rest of my guestions will have to suffice.

MS. VINSEL: Chairman, Staff has no further
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questions at this time.
CHATRMAN SCHMITT: Mr. Cook, Mr. West, for
Attorney General, any gquestions?
MR. COCK: Yes. Thank you, Chairman, I do
have some gquestions.
CROSS-EXAMINATION

By Mr. Cook:

Q. Mr. West, good morning.
A. Good morning.
Q. I have some questions for you about several

subjects, and the first one is the EEI dues, but if

you'll bear with me, I want to try to not duplicate

the ones that Staff asked. So -- but I do have some
other ones that I want to get into. So let's see
here.

MR. COQK: First, Ms. Vinsel, I'm wondering
if we could pull up a response to -- that is found
in the second set of the AG KIUC's data requests,
and those were filed on September 30.

M8. VINSEL: Travis -- Travis, that's
Document Number 294.

MR. COOK: And it's item 44, and the Adobe
pagination is page 264.

MS. VINSEL: Mr. Cook, is this the correct

document?
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MR. COOK: Yeah, I'm taking a look here. I
have to zoom up a little bit just to verify. Let's
see.

MS. VINSEL: My apologies, Mr. Cook. I
didn't mean to try to rush you.

MR. COOK: No, you're fine. Let's see.

Yeah, I don't see the item number here, so that's
what I'm having difficulty with. Is it 2447?

M3. VINSEL: Yes.

MR. . -COOK: Okay. Great. And then what I'd
like to do is just have the first paragraph of that
response.

MS. VINSEL: So the -- yeah, the next page
down.

MR. COOK: Okay. And 1 believe in there,
there should be the phrase "Kentucky Power Company
classifies dues as -- and memberships as operation
and maintenance expense within the jurisdictional
cost of services." Is that in there?

THE WITNESS: It looks like it's the last
sentence of that paragraph.

MR. COOK: There we go. Yes, thank you for
nighiighting it. Okay. 8So you see that too. Thank
you.

Q. Okay. New, Mr. West, your rebuttal, as
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Ms. Vinsel had indicated earlier, your rebuttal
page 11 indicates that $88,361 in EEI dues was
included for recovery from ratepayers; isn't that
correct?

A. Yes. That's what it says.

0. And that $88,000 figure refers to influencing

legislation, correct?

A. No, sir; it is nonlegislative activities of
EET.

Q. Nonlegislative activities?

A. That 1is correct.

Q. And --

A. That's correct. Like restoration, crisis
managemen;, operations, and industry issues. So

that's what that represents.

Q. And would that alsc, then, include the other
items of EEI activity that are not identified there,
such as regulatory advocacy and public relations?

A. I'm sorry, sir, I don't know if that's
included in there or not.

Q. Okay. And are you aware that historically
the Commission has excluded 45.35 percent of EEI
dues to -- basically to not allow costs for
regulatory advocacy, public relations, and

/
legislative advocacy to be passed on to ratepayers?
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A, T believe I remember reading that in one of
the intervenor testimonies. It may have been
Witness Kollen. And since I'm kind of new to

Kentucky and my role, I was not aware that that was
something that was done.

Q. Okay. Correct me if I'm wrong, and subject
to check if you don't have a calculator with you,
but when I multiply that $88,000 figure, approximate
figure, by that 45.35 percent as Mr. Kollen
recommends, I get $40,000 that needs to be excluded,

is that correct, subject to check?

A. Subject to check on your math, but I'm not
certain that it needs to be excluded, sir. As I
said --

Q. Okay.

A, -— I believe the 88,000 is for regular EET

activities that are industry standard.

Q. Okay. I want to move on to another area that
Ms. Vinsel touched upon, and that's the accumulated
deferred federal income tax.

Would you say that the COVID pandemic has
changed the circumstances regarding how the excess
ADFIT should be utilized since the time of the
settlement in the 2018-00035 case?

A. I would tend to agree with that, sir. I
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think in the -- in the 2018 case, where the 18-year
amortization was set, I believe that was appropriate
at the time. And the Company's proposal here to
accelerate that and offset the first year, I also
believe that is right, because of the pandemic, and
this was something that Kentucky Power wanted to do
for our customers. I meah, knowing that we had to
come in for a case, and it's never a gcod time for a
rate case, we thought that this was an important --
an important mitigation to help offset that first
year. So yeah, I believe both of those are right.
Q. Okay. Thank you. Would you agree that using
the excess ADFIT, I'm going to call it, money to pay
past arrearages and offset any increase awarded is
beneficial to ratepayers?

A. So you're asking if I think the offset, as
well as the -- I assume you're referring to the

10.8 million that we proposed in our -- what I call
the debt forgiveness filing?

Q. Yes.

A. That's what you're referring to? And would

those be benefits to customers?

Q. Yes.
A. Absolutely. Absolutely. I think those are
both meaningful mitigation -- mitigation efforts
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that the Company proposed, you know, due to the
pandemic.

Q. And is it alsoc appropriate to say that it
would be beneficial to Kentucky Power as well?

A. In the respect that it would -- like 1if you
look at the debt forgiveness filing, for instance,
forgive -- or using that -- those dollars to absorb
some of those delinguencies for customers would have
the effect of lowering bad debt expenses at the
Company, which would also flow through to the
customers in lower rates.

Q. i Ckavy. Now I'd like Lo move on to some

gquestions about the grid mocdernization rider and

about AMI.

A. All right.

Q. In rebuttal you state that the grid
modernization rider -- I'm going to call it GMR,

okay? You state that the GMR would lengthen the
time between rate cases, c¢orrect?

A. Yes, it has the potential to do that. In
between rate cases, a mechanism like the GMR would
provide more concurrent recovery on an annual basis,
which would increase cash flow, and fthat would have
the effect of possibly lengthening the time between

rate cases. Does that make sense? I don't know 1if
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/
I explained that well enough.

0. No, thank you. I understand your answer.

The Company is not seeking a CPCN for any
specific grid modernizaticn items in this current
case, other than the AMI system; isn't that correct?
A. That's correct. It's the only project at the
time that we're seeking a CPCN. And just to be
clear, AMI is a grid modernization project. And as
Everett Phillips, Witness Phillips, I apologize,
testified to, it's like -- it's the first thing that
we need éo do. It's the communicaticns backbone of
anything that would, you know, continue to modify
the grid.

Q. Well, let me just ask you: If the GMR rider
is approved, isn't it true that cost-benefit
analyses for grid modernization projects would
become a thing of the past?

A. I don't believe it would become a thing of
the past, and I guess as an example, 1f you're
thinking about our proposal was we could bring a
project to the Commission in one of the annual
filings, and to -- it depends on the -- on whether
that project needed a CPCN or not. We would meet
all the requirements of the CPCN. We would include

elements in our filing that would show that it was
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cost justified, it was a prudent expenditure, and it
would bhenefit customers. So I don't think that a
cost-benefit analysis would necessarily be a thing
of the past.

Q. And you're not claiming that the GMR is to --
is for the purpose of replacing safety-related

egquipment, are you?

A. Let me make sure I understand you. You said
that the GMR would not -- that I'm not proposing
that the GMR replace -- maybe you better repeat the
quesﬁion. T apologize.

Q. Okay. Sure. ITf T understand you, your
testimony, I don't -- it sounds like you are not

claiming that the GMR is for the purpose of
replaciné safety-related equipment; is that correct?
A. I guess it's not the -- it's not the purpose
of replacing safety-related equipment. The G -- I
mean, the GMR will help to recover costs for
projects that will modernize the grid. And to the
extent that those projects have safety-related
elements to them, it could recover safety-related.

T -- that's a pretty broad category, safety-related.
0. Okay. And Kentucky Power is not asserting
that it has a special or emergency financial need

for the GMR, is 1it?
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A. Well, I think that if you reference Witness
Mattison's rebuttal testimony at page 3, I think it
is. He showed the earned ROEs for the Company, and
youi can see how they have gone down. And, you know,
we're at a point where we're loocking for
alternatives, and the GMR provides one of those
alternatives. As I mentioned, it has the cash flow
benefit to it. It provides the capital that we need
to do prbjects that modernize the grid.

So it's —-- I guess I might describe it as
kind of a teool in the toolbox, that it's something
that could help the Company in between rate cases.
And if the Company is more financially stable or
healthy, then that's a benefit to customers.
Q. Okay. And the Company is propesing that
expenses to be recovered under the GMR would include
depreciation expense; 1is that not correct?
A. There is a depreciation element to it. T did
not do the rate design perscnally on that. I'm
talking abocut the kind of elements that would be in
the GMR at a high level. Witness Vaughan is the
rate design expert.
Q. Okay. And if the Commissicon approves the AMI
proposal, Kentucky Power is saying that will lead to

certain savings; isn't that correct?
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A. Yes. There will be certain savings. 1
believe Witness Blankenship talked about a few of
them just a bit ago. 1In my rebuttal testimony T
mentioned reconnect fees. Obviously, with AMI, if
you can do it remotely, you don't need to charge the
customer a fee for that. So there will be some
savings like that, certainly.

Q. Well, why did Kentucky Power not propose to
offset savings against the cost of the new
investments and operating expenses to be included in
the GMR?

A. Do you have a specific reference in testimony

to that ,or --

c. No, I'm afraid I don't.

A. Okay. Let me -- let me -- let's try it
again, then. Could you maybe repeat your guestion?
Q. Okay. I can -- certainly. Yes. Why did

Kentucky Power not propose to offset savings against
the cost of the new investments and operating
expenses that it proposes to recover through the
GMR7?

A. Well, I believe that in my rebuttal testimony
I did propose to offset the cost of the -- cor the --
what's included in the -- in the test year. I think

it was about 188,000 for the reconnect fees. And to
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the extent -- and I believe we answered some of this
in discovery, but I don't know the discovery numbers
right now. I believe we answered some things in
discovery saying that we would -- to the extent that
we can quantify the benefits, that we would -- we

would flow those back through in the GMR.

Q. Okay. So that's your testimony today,
though, if -- and I don't have your testimony up in
front. I don't want to have to require Staff to

take the time to pull all that up. But your
testimony is that the Company is willing to do that;

is that correct?

A. Yes, sir.

Q. Okay.

A. Absolutely.

Q. All right. Let me see here. Just one second
as I go/through my notes here. I want to make sure
that I did -- okay.

MR. COQK: Mr. Chairman, with that, I believe
that's all the guestions I have.

CHAIRMAN SCHMITT: Thank vyou.

Mr. Kurtz, cross-examination?

MR. KURTZ: Yes, sir. Very briefly.

* *

MCLEN?ON—KOGUT REPORTING SERVICE, LLC (502) 585-5634




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25h

1062

CROSS-EXAMINATION

By Mr. Kurtz:

Q. Good morning, Mr. West.
A. Good morning.
Q. You are director of regulatory services for

Kentucky Power; is that correct?

A, Yes, sir.

Q. In that role, do you regularly perform an
analysis comparing Kentucky Power's rates to the
rates of adjoining, neighboring utilities, for
example, the East Kentucky co-op distribution
utilities and/or KU or any of the other utilities in
Kentucky?

MR. OVERSTREET: Mr. Kurtz and Mr. Chairman,
there's a really bad feedback. It's almost like
Tommy James & the Shondells doing Crimson and
Clover, and we can't understand what Mr. Kurtz is
saying.

CHATIRMAN SCHMITT: I think that's true. I
don't -- I don't know, Mr. Kurtz, I guess there's an
audio issue. I don't know if it's on your end or
somewhere else.

MS. VINSEL: I think it's -- I think it's
within Mr. Kurtz's cffice.

MS. GRUNDMANN: And I was actually going to
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say that for me ——_this is Carrie Grundmann. I
started hearing the feedback during Mr. Cook's
cross-examination, and it just got worse and -- with
Mr. ¥Xurtz.

CHAIRMAN SCHMITT - Okavy.

MS. VINSEL: OQkay.

MR, KURTZ: I have the same setup as
yesterday, and there was no problem. Is —--
A. Mr. Kurtz, if you could take another shot at

that gquestion, I'1ll --

0. I will. Is the feedback still there?
A. . It's better. It seems to be better now.
Q. QOkay. I have the same setup as yesterday, so

I don't think it's on my end, I don't think.
Do you perform on a regular basis, or
periodic basis, a comparison of Kentucky Power's

rates to the rates of the other utilities in

Kentucky?

A. I have not perscnally performed anything like
that. I -- although I have seen occasionally a
report on it. I believe EET does some kind of a

comparison on an ahnual basis.
Q. I'm sorry. So you have seen those reports on
an annual basis? That would be fine. Is that what

you said?
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A, I have seen one, yes. I didn't prepare it.

I think it might have been EEI, but I'm not certain
about that.

Q. Well, isn't EEI kind of a nationwide study?

I mean comparing your rates plus or minus the
environmental surcharge, plus or minus the FAC
decommissioning rider, system sales tracker, all
your riders bundled into one end result retail rate
versus the same analysis for the EKPC distribution
cooperatives that are adjacent to Kentucky Power
and/or KU in particular, those neighboring
utilities.

A T understand now. Thank you for that
clarification. I have not prepared any of those
studies, no.

Q. Doesn't -- does management of Kentucky Power
not have interest in how your rates compare to your
neighbors?

A. I wouldn't say that we don't have any
interegt in it. It certainly provides a data point,
but, you know, each utility is very different in how
they recover their costs and what their costs are.
S0 to that extent, you know, there are, you know,

understandable differences in the rates.

Q. Well, I certainly agree, but I would think as
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a utility executive manager of rates, you'd like to
know how you stack up to your competitors, given of
all tge differences where you're --

A. Well, I --

o. -— (indiscernible) competitors, since it's
(indiscernible), your other regulated utilities in
Kentucky. Is there no such interest?

A, No, sir. I mean, I do have an interest in it
and the Company has an interest in it and I have
seen some numbers.. I'm just saying that I don't
routinely prepare anything like that, but I have
seen some numbers, So I have a general
understanding of where those -- where we are against
some gf the other utilities.

Q. Okay. That's great. Could I -- could I make
a first on-the-record data request for any analysis
that Kentucky Power has in its possession that
compares your rates to the rates of other utilities
in Kentucky? Could you provide that, Mr. West?

A I'm certainhthat we can find something. I --
as I said, I didn't do it. I don't believe my staftf
did either, but since I -- you know, I've seen some
numbers, certainly we can do that.

Q. /Okay. I mean, you're in here asking for a

13 percent base rate increase. I think it's fair to

McLENDON-KOGUT REPORTING SERVICE, LLC (502) 585-5634




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

1066

understand how your rates stack up to the other
utilities, given everybody understands every utility

has different cost structure, but still it's

probative, I think, to see how your rates are. So

you will —-— you will provide that?

A, Yes, sir. Yes.

Q. Okay. Same question, but instead of rates,
v

reliability, how your reliability stacks up to the
other utilities with respect to SAIDI, safety, and
whatever other reliability metrics you use. Do you
perform that?

A. No, sir. Witness Phillips would have been
the better witness for that guestion.

Q. Have you seen -- if you don't perform it,
have you seen 1it?

AN I'm sure I've seen some numbers at some
point. I don't routinely sit in with Everett on his
meetiégs, so I can't even remember the last time I
would have seen anything like that.

Q. Okay. Could I make a data regquest of
Kentucky Power to provide that same comparison of
reliability metrics of Kentucky Power versus the
other utilities in Kentucky? <Can you provide that,
Mr. West?

A. Te the extent that the infoermation is public,

McLENDON-KOGUT REPORTING SERVICE, LLC {502) 585-5634
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I think we probably could. I know that there are
some genchmarkiﬁg studies for organizaticns that
gather that kind of data. I would caution you on
comparing reliability data from company to company,
just because, you know, the differences in terrain
and forestation, things like that can have a big
difference where one company looks really, really
good and another one may not be as good. But you
need to take a lot of factors into consideration.
Tt's not simply just comparing a number to a number..
Q. I think that's fair. Certainly it would be
unfaié to compare Kentucky Power's territory to
LG&E's, which is a much denser situation, but don't
you think it would be fair to compare Kentucky Power

to the EKPC distribution cooperatives that are

adjacent and have the same terrain?

A. Certainly I agree that we can provide the
information.
0. ~Okay. Thank you.

MR. KURTZ: Your Honor, no more questions.

CHAIRMAN SCHMITT: Thank you. I assume that
you'll send written data regquests, Mr. Kurtz,
correct, at the end of the case. As 1s our
practice, parties will have an opportunity to reduce

their data requests to writing, and I assume that's

McLENDON-KOGUT REPORTING SERVICE, LLC (502) 585-5634




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

1068

what you intend to do, correct?

MR. KURTZ: Correct.

CHAIRMAN SCHMITT: Okay. Thank you.

All right. Ms. Grundmann, questions?

MS. GRUNDMANN: Yes, Your Honor. I think
I'11 ée relatively brief.

CROSS-EXAMINATION

By Ms. Grundmann:
Q. have the last five minutes here to say good
morning, Mr. West, how are you?
A. I'm good. How are you?
Q. Doing well. I obviously just have a couple
of qugstions about your grid improvement rider.
Obviously you've had an opportunity to take a look
at the direct testimony of Lisa Perry that was filed
in this docket, correct?
A. It's been some time since I did look at it,
but I did at some point.
Q. You offered rebuttal testimony in response to

some of her testimony; isn't that correct?

A. Can you be specific in my rebuttal testimony?
Q. Correct. It begins on page R3.
A. You mean section 4, where I talk about the

grid modernization rider?

Q. That's correct.
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A. Okay. What was your specific question on it?
Q. So you understand that Walmart oppdses the

grid modernization rider; is that correct?

A. I believe that's correct, yes.
Q. Along with other intervening parties?
A. I understand that other Intervening parties

are opposed to it, yes.

Q. Okay. And I just want to kind of go through
and make sure that I understand exactly what it is
that the Company is seeking here. So what you would
like the Commission to do is approve broadly this
rider that you are calling the grid modernization
rider, and you propose, for purposes of this
proceeding, that the Commission allow you to recover
costs associated with an AMI rellout and leave open
the possibility that future projects would also be
propésed for recovery through this grid
modernization rider. Is that an accurate reflection
of your proposal for this proceeding?

A. That's accurate. The first project is AMI,

so that's the only one that's con the table right

now --

<. And you've covered --
A. -- but other --

Q. Sorry. Go ahead.
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A. But, vyes, other projects, the way that we're
envisioning it or proposing it to the Commission is
that in the annual true-up filings we could bring a
new project in and go through a review process with
the Commissicn. And they would have full control
over that. They could look at full transparency,
look at anything they want.

Q. No, I understand. My questicn really boils
down to: Can you point to me in the testimony,
whether it's in your direct, rebuttal, another
witness', where you have very clearly defined what
projects would be proposed for recovery through the
grid modernization rider?

A. . Well, there is no -- at this point we
proposed AMI to start with, the first project.
Witness Phillips talked about, in general, that
there are some other grid modernization projects
that he would propose to do. You know, Jjust off the
top of my head, DACR is one of them. It stands for
distribution automation circuit reconfiguration.
Bnd I believe we do have some of that on some of our
circuits, but it needs to be expanded and put on
more circuits --

Q. Well, I --

A. -—- 50 that would be an example of one.
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Q. Well, I apologize. I think you and I are
sort of cross purposing it. I understand that
you're identifying specific items. What I'm trying

to understand’is, from a Broad level definitional
standard, how would any party understand what
projects they could expect to see in the future as
being within the scope of a grid modernization rider
and which projects are not within the scope, so that
we could have any comfort level that this doesn't
become a catchall for any project that the Company

wants to propose and receive rate recovery

immediately from customers, because -- so my
gquestion, IT'll ask it again, is: Where in the
record -- and so I'm asking you to point me to

somewhere in testimony, discovery, something that
has been filed in this case, where the Company has
defined the parameters of projects that are
appropriately within the scope of the grid
modernization rider.

A. Thank you for that. I understand your
gquestion. I don't believe we defined that anywhere.
T don't remember any discovery response where we
defined all the parameters to it. What my proposal
would be is that we would work with the Commission

and the Staff on what projects would rightfully fall
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within that such that it would not be a catchall, as
you describe. We would happily work with Staff.

0. So I guess it's possible, then, that in
working with Staff and the Company, that you could
propose a project in a true-up, annual true-up
proceeding, that ultimately should be recovered
through base rates because it involves the provision
of safe and reliable service?

A. Well, let me answer your question this way:
There's a lot of projects that have a safe and
reliable service element to them. And I'm not
familiar with all the distribution projects that are
out there. I'm not an accountant, I'm not an
engineer, and I think that they probably all have
some kind of a safe and reliable benefit to them.
But again, we would propose the project to the -- to
the Commission at the annual filing and we would let
them decide.

Q. But you understand, don't you, Mr. West, that
there is a definite difference between the Company
investing eapital that it needs to invest to provide
safe and reliable electric service and then toc come
in to this Commission for a base rate case versus an
annual proceeding where you want immediate cost

recovery for a project? You understand that there's
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a difference between those two mechanisms?

A. Yes, generally there's a difference.

Q. And so in terms of this grid modernization

rider, I think you've already identified that we

really don't have any parameters for what the line

is between projects that fall into the "We need to

provide safe and reliable service" and the projects

that would be part of modernizing the grid?

A. As I stated, I don't believe we defined those

parameters anywhere in the record, but we would

happily work with the Commission te develop them.

MS. GRUNDMANN: Thank you, Mr. West. I don't

have any further guestions.

THE WITNESS: Thank you.

CHAIRMAN SCHMITT: Mr. Spenard, gquestions?

MR. SPENARD: Yes, Mr. Chairman.
CROSS-EXAMINATION

By Mr. Spenard:

Q. Good afternoon, Mr. West. Can you
A. Yes, [ can.

Q. Okay. Thank you. And if there 1is
difficulty hearing me, or alternatively,
don't understand a guestion, Jjust let me
Qkay?

A. Certainly.

hear me?

any
if you

know.
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Q. Okay. In terms of the application, you
prefiled testimony, and at page 3 of your testimony
in the application, among other things -- you
describe the purpose of your testimony and, among
other things, the purpose of your testimony includes
supporting the proposed increase in annual revenues,
and then also the year-one offset to approved rates;
is that correct?

A, That is correct.

Q. Okay. With regard to your prefiled
testimony, you describe the year—-one offset to the
approved rates roughly pages -- on pages 6, 7, and

8; is that correct?

A. Yes, I believe it starts con page 5.

Q. Okay.

A, I'm sorry. I'm sorry. You're correct. Page
6.

Q. Okay. And with regard to section 2 of the

application, the filing requirements, Exhibit B, I'm
looking at the various tariffs that are proposed,
and your name is the name that is on the tariff.

The bettom of the tariff pages, issued by Brian K.
West. Your name is the name oh those tariffs; is
that correct?

A. Yes, it is. As the director of regulatory
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services, that is my name on the bottom.

Q. Okay. And in terms of the billing on a
going-forward basis, this is -- the bills that are
going to result as a consequence of this proceeding,
okay, there's going to be -- each customer will have
a total balance due, and that total balance due
comprises a variety of line item elements; 1s tThat

correct?

A. Yeah, it certainly does.
Q. Okay. And one of those line item elements
that's proposed is -- concerns the excess

unprotected ADIT?Y

A. Do you mean that there is a line item for
tariff FTC?

Q. Well, I'm looking, and I am trying to

avoid -- I'm trying to avoid too much of calling up
exhibits, but do you --

A. Sure.

Q. —-— propose on the customer bill to have a
line item asscociated with the federal tax cut
credit?

A. No, and I tell you what, I'll give you the
general idea that I have and then Mr. Vaughan can
clean it up if I make any mistakes, but 1 believe

that what we .are going to need to do is, whatever
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rate increase would be approved in this case, those
rates would go into effect January 14th of '21, then
we would use the federal tax cut tariff to flow
credits back through such that there would be no

increase for the customer in year one.

Q. So in terms of the --

A. So it --

Q. Go ahead.

A. Well, I just think that the line item would

already be there, then, for the federal tax cut.

Q. Okay. Okay. So with regard to the -- with
regard to the tariff changes, the effective date for
the new rates will be -- on the tariff I'm looking
at, the effective date is for service rendered on or
after December 30th, 2020, and those bills would
roll in in January of 2021, correct?

A. Yes. As we filed the case, 1t was

December 30th, but we had a couple of deficiencies
that we had to clean up, so the Commission, I
believe, deemed it filed on -- I believe it was
around July 1lth or 12th of this year, and then that
pushed the effective date for the rate out to
January 1l4th.

Q. Okay.

A. So I realize we have to clean up the bottom
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0f the tariff when we, you know, file them after the
case with the correct date.

Q. Sure. Now, with regard to January l4th,

2021, the service charge, the actual service chazrge
for the customer -- if your application is approved,
the actual service charge from the customer will
increase from $14 to $17.50; 1is that correct?

A. That's my understanding for residential, yes.
Witness Vaughan designed those rates, and —-

Q. Well, and I appreciate you pointimg out

that -- yes, that I'm -- I'm discussing Tariff R. --
R.S., the residential service, so 1 appreciate you
pointing that out. And if any of these questions
are more appropriate for Witness Vaughan, we'll
defer those to Witness Vaughan, but in that your
testimony is to support the year-one offset, I'd
like to at least see if these are jour gquestions
before Mr. Vaughan testifies.

Do you understand where I'm coming from?

A, Oh -- oh, absolutely. Go right ahead.
Q. So let's look at the -- let's lcok at the
implementation for the new rates. You'll have a

service charge at $17.50, and let's say a
hypothetical, you have a customer that uses cne

kilowatt hour, and with that, under the proposed
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rates, they would pay 12.265 cents for that kilowatt
hour under residential -- for residential service.
That's the proposal.

A. I think you need to save that question for
Witness Vaughan.

Q. Okay: Well, let's try this to see 1f -- and

I apologize, I just —-- as between you and Witness
Vaughan, I'm not sure who's the best to field this.
But if you had a situation in which a customer's
pill under the proposed rates was, say, 17 dollars
62.265 cents, which would be the new rate, is the
offset designed such that the effect -- the customer
is going to be billed that amount, there will be
something on the bill that would say, yes, this is
what you would owe, but because of the year-one
offset, it would effectively be reduced down to the
amount they would pay under the current rates, which
is the $l4-a-month service charge and the $9.81 per
kilowatt hour energy charge?

Are you trying to basically get the -- fer
the year-one offset is to have it that the customer
usage, before the effective date of the new rates
and with the effective date of the new rates, it's
basically going te look the same for that portion of

the customer's bill?
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A. Here's my understanding of it, and again,

Mr. Vaughan can help us cut when he gets up here. I
try to think of it just real simple, I -- that
there's going to be —- there would be no increase.
It's a year-one -- it's an offset to what the
increase would have been.

So T'm not sure if there would be anything
else on the bill besides Tariff FTC. That's our
proposal would be to use that mechanism to credit
the customers such that there would be no increase
in the first year.

Q. Okay. And again, this may be appropriate for
Mr. Vaughan, but in terms of your understanding and
the -— there is at least a portion of the bill -- of
all the billing elements that go into the total
balance due from the customer, there is a portion of
the bill associated with the service charge which is
fixed and a portion of the bill associated with the

energy charge, correct?

Al That .,ls correct.
Q. Okay. So in terms of that year-one offset,
is the year-one offset to -- if this is your --

within your field, is that year-one offset granular
such that not only would the amount that the

customer would pay stay the same, keep the --
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basically defer the rate increase for a year, but is
it granular such that the customer -- the service
charge that that customer is going to be required to
pay would also stay the same, or is it -- 1is it
basically the customer with no usage is still going
to get billed that proposed $17.50 to be offset down
to $147

A. At the -- at that kind of a granular level,

Witness Vaughan can answer that.

Q. Okay. And --

A. I apolcgize.

. -— I'm goling to ask --

A. I apologize. I just don't have that kind of
detail.

Q. No, it's guite all right. It's -- there's no
apology necessary. It's guite -- quite all right.
We'll ask those guestions to Mr. Vaughan. Let me -—-
but I think we can -- can maybe wrap this up with

you with just a couple of more guestions with regard
to the excess unprotected ADIT. Okay.

Now, in terms of the Company's approach to
utilizing the excess unprotected ADIT, 1s any amount
of that -- is any of that amount that's going to be
used designed for the purpose of preserving the

current compensation rate for customers who will be
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taking -- who are under the Net Metering Service II
Tariff, the new tariff that's coming in, is it -- is
the compensation rate completely divorced from any
application of the benefit of the excess unprotected
ADIT?

A. I'm sorry, sir, I do not know, but I'm sure
Mr. Vaughan does.

Q. Sure. And again, it's guite all right. And
at this stage, I appreciate your answers.

MR. SPENARD: And so with that, we'll have
some questions for Mr. Vaughan. Thank you so much,
Mr. West.

THE WITNESS: Thank you.

CHAIRMAN SCHEMITT: Mr. FitzGerald, do you
have guestions of this witness?

MR. FITZGERALD: I do, Mr. Chairman. I have
gquite a few, though. Do you -- is it your --

CHAIRMAN SCHMITT: Well, that's what I was
going to ask.

MR. FITZGERALD: Is it your pleasure to go
ahead and break?

CHATIRMAN SCHMTITT: I was going to ask. If
you —-

MR. FITZGERALD: I'm sorry.

CHAIRMAN SCHMITT: When you -- 1if you said
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yes, I was going to ask how extensive your
examination might be, because otherwise we can break
for lunch at this time and then come back. So I --

MR. FITZGERALD: I've got -——- I've got -- I'm
SOrXry.

CHAIRMAN SCHMITT: Yeah, you've got a lot of
gquestions, or a number of gquestions, so let's just
take our lunch break now and come back at 1:15.

All right. We'll be in recess.

MR. FITZGERALD: That scunds like a plan.
Thank you, Mr. Chairman.

CHAIRMAN SCHMITT: We'll be in recess until

1:15
(Recess began at 12:19 p.m.)
COMMISSIONER SCHMITT: We're back on the
record. Are the parties ready to continue?

Mr. Fitzgerald?

MR. OVERSTREET: Kentucky Power 1s, your

Honor.

COMMISSTONER SCHMITT: Okay. Mr. Fitzgerald?
There you are. Your turn to cross—-examine Witness
West.

MR. FITZGERALD: Thank you, your Hohor. And
I switched to a computer that was built within this

century, so hopefully things will be a little bit
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better.
CROSS-EXAMINATION
By Mr. FitzGerald:
Q. Mr. West, I want to make sure you're the
right person to ask these guestions.

Sc let me first -- you and Mr. Blankenship
were listed as witnesses on AMI.

Are you comfortable answering some guestions
about AMI for me?

A. I apologize. I had the mic off.

Yes, sir.

Q. Ckay. Wonderful. And you and Mr. Vaughan
were both listed as witnesses concerning the grid
modernizaticn.

Is it to you or to Mr. Vaughan that T should
direct guestions about the method of cost recovery,
the use of a rider rather than folding it into a
base rate case and what those impacts will be in
terms of the,rates for customers?

Is that Mr. Vaughan's area?

A, Well, to the first part, I believe I can
answer that.

MR. FITZGERALD: Excuse me. My co-counsel is
making a —--

THE WITNESS: Sure.
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COMMISSIONER SCHMITT: I've had law partners
like that, Mr. Fitzgerald. That -- I know the
problemn.

MR. FITZGERALD: Sorry, Mr. Chairman. Dog is
my co-pilot over here, and he's being a little loud.
BY MR. FITZGERALD:

Q. So, okay. Back to -- should T ask
Mr. Vaughan or you about the rate and design of the

new net metering tariff?

A, Mr. Vaughan for the net metering tariff, sir.
Q. Ckay. Great. And what about the voluntary
T-0 day -- time of day tariff and the proposed

changes on that? Is that Mr. Vaughan also?

A, Yes.
Q. Okay. And then finally, the declining block
rate and the costs and benefits of Flex Pay. 1Is

that for you or is that something I should direct to

Mr. Vaughan?

A. The first part to Mr. Vaughan and Flex Pay to
me .
Q. Okay. Okay. Wonderful. Wonderful. Okay.

So let's get started, i1if we could. Under the
grid modernization rider -- and you said you're okay
answering gquestions on that?

A. Yes, sir.
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Q. Okay. And if there's some that you're not
comfortable with, let's kick them over to

Mr. Vaughan, okay? He's like -- he's batting
clean-up here, apparently.

So under the proposed rider, will a customer
pay for the installation and deployment of the AMI
infrastructure before they have one installed in
their own residence, potentially?

A. Yes. The per meter charge would start at the
time that we start the implementation of the meters.
Q. Okay. So is it possible, then, that a
customer will have to pay for that infrastructure
for up to several years while seeing no direct
benefits?

A. It's possible, but those customers will still
get those bénefits when the meters are installed.

Q. Ckay. And are there indirect benefits that
they will accrue before they actually have their own
meter?

A Are there indirect -- could you be more
specific about that?

Q. Yeah. Well, are there -- the improvement in
the grid overall, does that benefit a customer who
doesn't yet have a meter?

A. I think any improvement to the grid overall
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would benefit our customers, yes.

Q. Ckay. And that should be considered in your
estimation in determining the value of this
technology?

A. Considered in the value? What do you mean
exactly by that?

Q. Well, what I mean is there's —-- there's a
suggestion -- or there's system-wide benefits, you
think, from deploying the technology?

A. There will be reliability benefits,
certainly, I think Mr. Blankenship talked about
those this morning.

Q. Okay. And you think those should be
considered?

A. Well, when you say "considered," what --

Q. Well, in terms of the Commission determining
what the value of this technology will be.

A. I think the Commission will look favorably on
any improvement 1in reliability on Kentucky Power's
system, and I think our customers will look
favorably on that too.

Q. Okay. And am I correct that the ability to
cover cost more guickly under a rider is a financial
benefit to the company?

A. More concurrent recovery reduces regulatory
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lag, sure.

Q. Qkay.

A. In this case, it -- it is -- it's an
alternate mechanism to help the company with cash
flow. I believe some of our other witnesses have
talked about the deferrals that were approved in the
2017 case, and that that's, you know, put a strain
on some of the company's metrics, and one of thcse
was cash flow.

And that's one of the benefits of the -- of a
grid modernization rider as we proposed is that it
can help with more concurrent recovery and cash
flow.

Q. Okay. And that, in turn, is requiring more
payment by ratepayers more gquickly; 1s that correct?
A. Well, what it does is -- is -- you know,

every time we have a rate case, you know, there's
usually, you know, a larger spike, you know, when we
come in for a rate case, and say that's every three
years, every four years, something like that.

What a rider has the benefit of being able to do is
smooth out some of those increases where you may
have a smaller increase each year, a smaller
increase each vyear, ana over time, the customers can

absorb that easier than a large spike. Does that
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make sense?
Q. Yeah. It does. But I'm wondering: If you
depreciate the asset over its useful 1life, are you

going to see a large spike?

A. Tf we depreciate the asset over its useful
life --

Q. Right. You amortize the value and that you
charge over a more extended period of time. You're

not going to see really a spike, are you?

A. So are you -- are you asking if the recovery
period -- the implementation period of four years
for the GMR, are you asking if -- if it would be

over the whole life of the asset, if that would be
less of an impact?

Q. Uh-huh. Less of a spike.

A. I think if you do the math on it, yeah, it
would be less of a spike.

Q. Okay.

A. But still, the assets will be depreciated
over their useful life.

Q. Right. But they're going to be paid for
within the first four years, even though they have a
useful life of 157

A. I'm not -- not certain about that,

Mr. Fitzgerald. Mr. Vaughan could help answer that
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question, I think.
Q. Okay. That's -- that's what we'll do.

The -- do you know whether the math has been
done that the company will receive sufficient
benefits from AMI to eventually cover the costs for
deploying 1t?

A. Well, when you're looking at obsclete
technology and as -- and I know I'll repeat some of
these things, but Mr. Blankenship mentioned seven
years, 75 percent of them are at their useful -- end
of their useful life and 10 percent failure life.
When you're looking at technology like that, it's
really not particularly useful to spend the money to
hire a consultant toc do a cost-benefit analysis on
it when the answer is "you need to replace this and
we need to find what the least cost alternative to
replace it 1is.”

S0 I -- 1in this scenarie, I think it was far
more prudent not to spend money on a cost-benefit
analysis when we already know the answer. The
answer i1is the least cost alternative, and that's an
implementation of AMI. And that brings all the
other benefits with it. It's like the icing on the
cake, you know, all the benefits of AMI,.

Q. Well, I guess I'm more wondering: When you
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have budgetary constraints the way that your
customers do, whether replacing the existing
generation of meters with a -- let's say, you know,
a good, competent car that will get you from here to
there rather than a Cadillac might be more prudent.
Now, you said the least cost alternative 1is
deployment of AMI, but the testimony earlier was you
could deploy the next generaticn of SCM plus AMR
meters for about 15 million less and defer the
installation of AMI to the next generation of
meters.
A, Well, what my understanding was of
Mr. Blankenship's testimony was that you've got --
you have a situation where, yes, the $£22 million
would be the estimated cost tc go to the SEM plus
platform, but you're looking at one manufacturer in
the country that even makes that meter, and I
believe Mr. Blankenship also said that there are no
current manufacturers making the meters that we are

currently using.

Q. Right.
A. So much -- much like electromechanical
meters, nobody makes those anymore. You know, the

industry standard moved to AMR, and then now the

industry standard has moved to AMI, and it's only'a
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matter of time before that one manufacturer decides,
"Hey, we're out of the game now. We're all AMIT.
That's the industry standard.”

And what -~ what Mr. Blake was saying is that
I would have to spend $22 million, and then at an
indeterminant pericd, I've got to spend $37 millicn
then to go to AMI, and that's far more expensive
than Jjust doing AMI right now.
Q. Now, you say an indeterminant period. The
AMR meters have a warranted life and a useful life
of about 15 years, don't they, and a warranty life
of less but a useful 1life of 157
A. Well, I assume SO. But I guess what I'm
trying to say 1is there's a big risk of putting all
your eggs in the basket of orie manufacturer, and you
don't know when they're going to start -- stop
making those.

I think that the prudent thing to do is
consider very heavily that risk.
Q. And I -- I appreciate that that's what the
company thinks is prudent, absent a cost-benefit
analysis , but I guess what I'm wondering is: The
-- well, let's just leave it. Let's leave it at
that. I think you've made your point, and hopefully

that continues to enlighten us.
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Let's switch -- waell, let me just ask this to
wrap up this section. Given that the company has
yet to identify a technology, which presumably will
be a technology from one vendor, ultimately, and
there is no hard cost that has been gquantified and
there's no demonstraticn that the actual benefits
anticipated actually exceed the cost -- given all of
that, don't you think it's more appropriate from a
Commission standpoint for the company to select the
technology, deploy it, and seek tc recover those
costs over the useful life of the asgssets in future
rate cases when they're actually used and useful and

when the prudence of that investment can be

defended?

A. T think the way that I would answer that is
that at the time now -- Mr. Blankenship, I'm sure,
talked about that -- that we're at a crossroads here
where we have to do something. I don't believe we
can wait any longer. We must make a decision now on

this situation.

And as far as the -- I believe you —-- you said
we were'looking at two technologies, right? That's
what Mr. Blankenship had testified to?

Q. Right.

A. And the AFEP system has over 2.3 million AMI
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meters. We know, pretty much, what these estimates
are. OQkay? Yes, we're working with those two
vendors to get estimates, but it's not like we've
never done this before. And all of the benefits
that we talk about in our testimony, whether it's
Ms. Wiseman or myself or -- or Mr. Blankenship,
these are benefits that we've seen in all of our
jurisdictions that currently deploy AMI.

So I would disagree with -- with the way you
said that. I think that we -- we do know the
benefits, and I think we do have a good handle on
the costs.

Q. Okay. Well, given that, you've got the
experience of other companies within the AEP family;
is that correct?
A. That's correct.
Q. Qkay. Do you know whether they got approval
from their respective commissions without a
cost-benefit analysis and whether they got approval
as a rider as opposed to in base rate recovery?
A Honestly, I'm -- I'm not familiar with how
the other companies did that.
Q. Okay. Well, thank you.

And I don't mean to put too fine a peint on

this, Mr. West, but isn't the company, 1in essence,
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seeking a blank check from the ratepayers' accounts

for a future shopping trip?

A. Are you referring to our AMI proposal?

Q. Yeah.

A, Not -- I don't think I would think about it
that way. We have -- as I said, we've got to make a
decision. We need to do something. And

Mr. Blankenship and his team have done everything
they can to get the estimate as accurate as possible
from these two technelogies.

And I believe he explained that, you know,
there were a couple cother companies in —-- in the AEP
system that were looking at some of these
technologies too, and part of the reason for that is
we want to make sure that we get the -- the best --
the best system for the money and what's going to
work best for Kentucky Power.

So we're —— we're working with those two
companies to get the -- the best estimates possible.
Does that answer your gquestion?

Q. Yeah. That's fine. Let's switch gears. And
that's a fair response.

Let me ask: Is it fair to state that the
reason that Kentucky Power is here in this rate case

is primarily because it hasn't been able to realize
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the allowed rate of return from the last rate case?
A. I would say that -- that it's two-fold.

In Mr. Mattiscon's testimony, certainly there's a
table of earned ROEs, and they continue down and

down and down.

S50 those —-- those numbers are -- are a reason
that we're in for this rate case. But we're also
here for our customers. You know, I had -- my

career started out in customer service 30 years ago,
and I worked in, oh, probably 12 -- about 10, 12
years in customer service, so I learned a lot
working with customers. That's what we're in the
business for here.

So I would say that we're here for the
compahy, but we're here for the customers too. And
with -- with AMI and the critical situation we're in
around, you know, our AMR system and needing to do
something, there's just such a host of benefits that
AMI can offer customers and the Flex Pay program
along with it, that we think this is -- this is the

right thing to do for customers.

Q. Okay. Is the reason for the decline of -- or
the -- of the inability to achieve the allowed rate
of return -- my understanding of Mr. Mattison's

testimony and the other witnesses' is that it's a
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loss of industrial customers, decline in the coal
market spurred by natural gas and renewables, and an

overall loss of customers due to out-migration as

well as a decline in per capita demand. Is that
correct?
A. I don't have Mr. Mattison's testimony in

front of me presently, but I do believe that those
were some of the ones that were listed, ves.
Q. Okay. And as the proposal, as I understand
it, is to increase the allowable ROE, according to
the Witness McKenzie's -- Mr. McKenzie's testimony
is that a higher ROE is necessary to attract

investment.

Is that -- do you concur with that?
A. Did you say to attract investments?
Q. Yeah, Investment in the company.
A. Yeah. In general, you know, as an investor,

I think you want to invest in a strong company, a

company\that shows that -- that they can earn a fair
return. So I -- I think that's fair.
Q. Okay. So the effect ¢f this from the

ratepayers' standpeint is that they are going to be
footing a higher bill with higher rates, higher
aliowable rate of return while using less

electricity; is that correct?
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A I don't know that they'll be using less
electricity. That having more informatien available
to them; as we've discussed with AMI, certainly
provides our customers the opportunity to engage
more in -- in their bill and control it more. But
I'm —- I apologize. I don't feel like I'm answering

your question.

Q. That's okay.
A, Okay.
Q. No. That's fine. That's fine.
What -- have you figured -- or has -- or this

-— would this be for Mr. Vaughan?

What do you anticipate the effect will be of
increased rates and deployment of AMI through the
rider of residential customers?

What will their reaction be?

Will they use more?

Will they use less?

A. I think the customers will -- will have the
opportunity, again, with -- with the integral data
to engage and identify where -- where their usage is
at, really. You know?

The way I think about it is you have a
situation right now where you really deon't know what

-- what you're using on a daily basis until you get
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your bill, and that's one reading a month. Right?
BMI has the ability to notify you when you have a
high bill. I mean, if -- if it's higher by, you
know, so much over the day before, and you know, one
of the things that I think is great about that is --
and L used to -- I used to run into this back --
back early in my career, where a customer would
install a heat pump, is the example I can think of,
and for some reason it -- it malfunctioned, and the
customer didn't know it was malfunctioning until
they got their bill and, you know, it was like $800.
And that's just the example. I can't remember
what it actually was, but 1t was a high bill. And
when you have —-- have the technology like AMI that
can identify those things and alert you, you know,
within a day or two that, hey, you've got a problem,
you can save that customer a lot of headache with
that kind of power.
Q. Okay. Leaving aside the opportunity by
getting more realtime data to determine if your
equipment is malfunctioning, do you anticipate that
having access to this data which was described by
Mr. Blankenship as empowering the customer, what --
what benefit is that information to them unless they

are going to try to -- to modify or reduce their
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consumption in response to it?
A. Well, I think that that is the benefit, is it

provides them the opportunity to do it, where

they —--

Q. Okay.

A. -— don't have that now.

Q. Ckay.

A, Ckay.

Q. That's what I was trying to -- to get a sense
of.

In the currerit state of affairs for Kentucky
Power, how is it sustainable that we are going to
possibly increase meter charges, increase energy
charges, and put a grid modernization rider on top
of that that is going to potentially cause less
consumption, how is that sustainable for the
customer when the reason we're here in the first

place is because of declining sales and lower usage?

A. Would you care to ask that one more time,
sir?
Q. No. Don't worry about it. Let's just let

that go. Let me --
A Ckay.
Q. -- just ask one more guestion on rate, and

this may be something for Mr. Vaughan.
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