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Pre-Filed Direct Testimony of Barry L. Thomas 

On Behalf of 

Kingsport Power Company 

Please state your name, business address, and position. 

My name I S  Barry L. Thomas. My business address is Three James Center, 1501 East 

Cary Street, Suite 702, Richmond, VA 232 19. 

1 an1 a Director, Regulatory Services for tlie Appalacliia~~ Power unit of An~erican 

Electric Power Company, 111c. (AEP). The Appalachian Power unit of AEP consists of 

Kingsport Power Con~pany, d/b/a AEP Appalacl~ia~~ Power (Kingsport) and Appalach~an 

Power Con~pany (APCo). I an1 responsible for the regulatory ful~ctions for K~ngsport and 

for APCo in Virginla. 

Please describe your educat~onal background and professional en~ployment. 

I received a B.A. i l l  Economics from Roanoke College i n  197 I .  111 1973 I received an 

M.A. i n  Econon~ics fro111 Virginia Polytechnic Inst] tute &: State UII iverslty where 1 

concentrated my studies and wrote my thesis on Regulatory Econo~nics. 

I joined Appalacl~ia~~ Power Compa~~y  i n  1975 as a Senior Rate Analyst. I was pron~oted 

to Supervisor of Rate Research and Design In 1979 and promoted to nly present position 

in  January of 1996. 

Have you previously appeared before any rcgirlatory con~n~issions? 

Yes. I I~ave testified before tlie Virginia State Corporation C o n ~ m ~ s s i o ~ ~  in rate 

proceedings and generic hearings in the area of rates and regulations. I have also testified 

before the Public Service Co~nniissio~~ of West Virginia and have prepared testimony for 

proceedings before the Federal Energy Regulatory Con~n~ission (FERC). 
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Q. What is your ~~nderstanding of the purpose of tliis proceeding? 

A. By Notice of Hearing dated February 15, 2006, tlie Tennessee Regulatory Author~ty 

(TRA) scheduled tliis hearing to deteniiine whether or not it is appropriate for Kingsport 

to implement any of five (5) new federal standards for electric utilities contained in the 

Public Utility Regulatory Polic~es Act of 1978 (PURPA) as amended by the Energy 

Policy Act of2005 (1 16 7.S.C. S 262 1 (d)(11) through (1 5))(EPAct). An overview of tlie 

standards tliat tlie TRA is reviewing in this hearing, as a result of EPAct, are as follows: 

(1 1) NET METERING. - Each electric utility shall make ava~lable upon 
request net nieter~ng service to any electric consumer that the electric utility 
serves. For purposes of this paragraph, llie term "net metering service" 
means service to an electric consumer ~ ~ n d e r  which electric energy generated 
by tliat electric consumer froni an eligible on-site generating facility and 
delivered to tlic local distribution facilities may be used to offset electric 
energy provided by the electric utility to tlie electric consumer during the 
applicable billing period. 

( 1  2) FUEL SOURCES. -- Each electric utility sliall develop a plan to 
minimize dependence on 1 fuel source and to ensure tliat tlie electric energy 
it sells to consumers is generated using a diverse range of f ~ ~ e l s  and 
technologies, including renewable technologies. 

(13) FOSSTL FUEL GENERATION EFFICIENCY. - Each electric 
utility shall develop and implement a 10-year plan to increase the efficiency 
of its fossil file1 generat~on. 

* 

(14) TIME-BASED M ETERlNG AND COMMUNICATIONS. - (A) 
Not later than 1 8 months after the date of eiiactnient of this paragraph, each 
electric ~~ti l i ty shall offer each of its customer classes, and provide 
individual customers upon customer request, a time-based rate schedule 
~111der which tlic rate charged by tlie electric utility varies during different 
timc periods and reflects tlie variance, if any, in the utility's costs of 
generat~ng and purchasing electricity at the wholesale Icvel. The Time- 
based rate schedule shall enable tlie electric consumer to Inanage energy use 
and cost througl~ advanced metering and conilnunications tcclinology. 

* 
* 

3 
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(15) INTERCONNECTION. - Each electric utility shall make available. 
upon request, interconnection service to any electric consumer that the 
electric utility serves. For purposes of this paragraph, the term 
"interconnection service" means service to an electric consumer under 
which an on-site generating facility on tlie consumer's premises shall be 
connected to the local distribution facilities. Interconnection services shall 
be offered based upon the standards developed by the Institute of Electrical 
and Electronics Engineers: IEEE Standard 1547 for Interconnecting 
Distributed Resources with Electric Power Systems, as they may be 
amended from time to time. 111 addition, agreen~ents and procedures shall be 
established whereby the services are offered shall promote current best 
practices of iriterconnection for distributed generation including but not 
limited to practices stipulated in model codes adopted by associations of 
state regulatory agencies. All such agreements and procedures shall be just 
and reasonable, and not unduly discriminatory or preferential. 

Tllese standards are not mandatory. Instead, as the TRA noted in its Notice of 

Hearing, the deten~~inatio~i of whether or not it is appropriate for a public utility such as 

Kingsport to imple~nent any of the standards rests with the TRA. 

Q. What is the purpose of your testiniony? 

A. The purpose of my testimony is to identify which Kingsport witnesses will be presenting 

the Con~pany's position 011 each of the federal standards enumerated above. In addition 

to addressing two (2) of tlie proposed standards, T will provide background infonnation 

about Kingsport tliat w~l l  be useful to the TR.A as it determines whether Kingsport should 

implement any o I  these new federal standards. 

Q. Which Kingsport w~tnesses w~l l  be presenting tlie company's position 011 each of the five 

(5) new Iederal standards'? 

A. Kingsport witness Potter will present the Company's position on standards (1 I), Net 

Metering, and (14), Tinle-Based Metering and Comn~unications. T will present the 

Con~pany's position on standards (l2), Fuel Sources, and (I 3), Fossil Fuel Generation 
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Efficiency. Finally, Kingsport witness Early \vill present the Company's position on 

standard (1 5), Interconnection. 

Q. Please describe Kingsport. 

A. Kingsport, a wholly-owned operating conipany subsidiary of AEP, is a public utility 

cngagcd in furn~sliing electric power to approximately 46,000 retail custonlers in a 220 

square niile area priniarily in Sullivan, Hawkins and Washington Counties in the Slate of 

Tennessee. This area includes the City of Kingsport and the Town of Mount Carniel. 

Q. What is the source of tlie electric power which Kingsport distributes to its customers? 

A. Kingsport has no generating facilities and purchases all of its electric power requirenients 

at wholesale from APCo, another AEP operating company. APCo's wholesale rates to 

Kingsport are rcgi~lated by tlie FERC. 

Both Kingsport and APCo are part of the AEP-East System. The AEP-East 

System consists of five other AEP operating conipany subsidiaries that provide electric 

scrvice to rctail and/or wliolesale customers in Tennessee, Virginia, West Virginia, 

Kentucky, Ohio, Indiana and Michigan. The five (5) AEP-East System companies, 

including APCo, 1.1iat own generation facilities are parties to the FERC-approved AEP 

Interconnection Agreement, pursuant to which they "pool" their generation resources to 

reliably and efficiently meet tlic electric requirements of tlic customers of all of the AEP- 

East Systeni companies, including Kingsport. 

Q. What is the company's position regarding EPAct standard (12), Fuel Sources? 

A. As I indicated above, adoption of standard (12) would require Kingsport to-develop a 

plan to minimize dependence on 1 file1 source and to ensure that the electric energy it 

sells to consumers is generated using a diverse range of fuels and technologies, including 

Doc #338634 
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renewable technologies. Since Kingsport owns no generation, Kingsport recommends 

tliat the TRA find tliat it would be inappropriate and unnecessary for the Conipany to 

iniplcmc~lt standard (1 2), Fuel Sources. The Company wishes the Authority to be aware 

that the AEP-East Systeni already plans its generation to give due regard to fuel divers~ty, 

while conccntl-ating 011 providing low cost generation to reliably and efficiently meet the 

load of all of its customers. 

As a general conil~ient, it should be noted that fuel diversity, in and of itself, is not an 

appropriate objective. Utility systems are planned to consider an appropriate mix of 

capacitylfi~el types ranging from base load generation, witli higher capital cost but lower 

file1 cost, to peaking gelieration witli lower capital cost but, typically, higher fuel cost. 

E\faluations of capacity and fuel type also consider the potential impacts associated with 

rel~ance 011 a palt~cillar fuel source (e.g. tlie possibility of interruption of electric supply 

to customers due to a firel shortage or tlie risk of increased cost due to reliance on a single 

fuel). However, in large measure, ecorioniics dictate which filels generally are used to 

supply certain port~ons of an electric system's load. 

1-'lie generating conipa~~ies in tlie AEP-East System, including APCo, wliicli provides 

tlie electricity supply for Kingsport Power, own generation that uses a reasonably diverse 

niix of filels. The table below shows tlie amount and propol-tion of owned capacity, by 

type of fuel: 

6 
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Resource Capacity (MW) Percent of Total 

Nuclear 2,143 S.G 

Coal 20,545 82.3 

Natural Gas 1,383 5.5 

Oil 3 0.0 

H. yd ro 254 1.1 

Pumped Storage 6 1 5 2.5 

Again, i n  general terms, as the load served by the AEP-East System grows, the 

proportion of capacity fueled by natural gas is also likely to grow if and as additional 

peaking capacity is added. While fuel diversity may increase overtime, the vast majority 

1 1  of the energy produced by the AEP-East System will continue to be provided by low-cost 

12 nuclear and coal generation. 

13 Renewable resources have the potential to become an efficient generation II 
14 resource. In fact, AEP via it western fleet is a major wind producer in the United States. 

15 However, the cost of renewables is uncertain at this time and renewable resources li 

1 S provide the most renewable generation for the least cost conipared to other rcnewables; H 

16 generally cost more than conventional resources. Based upon prelirnlnary reviews, the 

17 AEP-East Systeni has deterniined the following: 1) generally, wlnd and biomass can 

19 2) land f i l l  gas and solar can provide incremental distributed generation at higher costs 

2 0 than wind and bion-lass; 3) hydro upgrades can potentially provide ~ncremental 

I 
I 

2 1 (renewable) generation at existing dams. Biomass as a boiler fuel seems to be the 

2 2 renewable resource with the most potential for the AEP-East System, but additional 

23 studies are required before any decision is niade regarding such resources. 

7 
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To recap, tlie information provided above indicates that the AEP-East System 

already uses a diverse range of fi~els and technologies to generate electricity. Although 

file1 diversity, in and of ~tself, should not be a priniary goal, as costs change and 

technology develops tlie AEP-East Systeni will continue to evaluate alteinative 

generation technologies and fi~els, ~ncluding renewable resource options, taking into 

considerat~on tlie associated risk and cost factors. This information, \ifhen coiiibined wit11 

the fact that Kingsport owns no generation, means tliat the TRA need not require 

K~ngsport to ilnplement standard (l2), Fuel Sources. 

What is Kingsport's position regarding EPAct standard (I 3), Fossil Fuel Generation 

Efliciency? 

Adoptioii of standard (1.3), Fossil Fuel Generation Efficiency, would require Kingsport to 

develop and implement a 10-year plan to increase tlie efficiency of its fossil fuel 

generation. Since Kingsport does not own any generation, it is the Con~pany's position 

tliat i t  would be inappropriate and ilnnecessary for the TRA to find that Kingsport should 

implement standard (1 3). While it would niake no sense to require Kingsport to 

implenient standard (1 3), the Company wants tlie TRA to know that the AEP-East 

System is committed to fossil fi~el generation efficiency. 

The AEP-East System recognizes the economic need to improve fossil f~iel 

generation effic~ency. We strive to improve tlie operating performance of our generating 

units throilgli wise capital expenditures, tlie use of proven new tecl~nologies~ efficient 

operation and careful planning. AEP has employed these concepts over tinie in (.he 

development and i~til~zation of generation effic~ency improvements to provide reliable, 

low cost electricity to its customers. Some of AEP's notable acconiplish~nents include: 
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The dcvelopnient and operation orthe first supercritical double reheat unit. 

The development of a Sliding Pressure Techniq~~e for supercritical ~~ri i ts  to 

improve part load efficiency. 

The installation of Advanced Design Steanl Path to the System's larger units. 

In addition to still enjoying tlie benefits of these acco~nplishnients, niore recently, 

AEP lias focused on the utilization of tools to help it assess tlie efficiency of its plants. 

Examples of this include: 

The development of oriline perfo~~ilance nio~iitors for plant operators. 

The creation o f a  Heat Rate Deviation Calculation and Reporting tool that allows 

engineers and management to identify problem areas in niajor equipment. 

The introduction of Facility Health Reports for outage planning and condit~on 

monitoring. 

Please summarize your testimony with respect to standards 12 and 13. 

Kingsport Power owns no generation and, therefore, it would be inappropriate for 

standards 12 (fuel diversity) and 13 (generation efficiency) to be implemented by the 

TRA. The Company asks tliat tlie Authority takc note of and recognize tliat Kingsport, 

as a member o r  tlie AEP-East System and as a result or  its fill1 requirements purchased 

power agreement with Appalachian Power, lias and will continue to be the recipient of 

the benefits ofthe AEP-East System's current and fi~t~lre fuel diversity and commitment 

to implementing appropr~ate efficiency measures for its generation flect. 

Does that conclude your pre-filed direct testimony? 

Yes. 

Doc #338634 
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Respectfully submitted, 

Kingsport Power Company 
d/b/a AEP ~ppalachian Power 

A By: 1; - A - 
~ t i . l s l i ~ ~ ~ ~ ' " c ~ 6 v e 1 i d e r ,  
HUN'I'EK, SMITH Sr 1)AVIS. LLP 
1 2 12 N. Eastnian Road 
P. 0. Box 3740 
Kingsport, TIV 37664 
(423) 378-8858; Fax: (423) 378-8801 

James R. Baclia, Esq. 
American Electric Power Serv~ce Corporatloli 
1 Riverside Plaza 
Columbus, OH 4321 5 
(614) 716-1615; Fax: (614) 71.6-2950 
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Pre-Filed Direct Testimony of Chris Potter 

On Behalf of 

Kingsport Power Company 

Please state your name, business address, and position. 

My name is Chris Potter. My business address is 1 Riverside Plaza, Colun~bus, 

Ohio 4321 5. 1 currently hold the position of Manager in the Regulated Pricing 

and Analys~s department for American Electric Power Serv~ce Corporation 

(AEPSC), a subsidiary of American Electric Powcr Company, lnc. (AEP). 

Please summarize your educational background and employtnent h~story. 

I received my Bachelor of Business Administration degree from Corpus Christi 

State University (CCSU) in 1991. While attending CCSU I was enlployed by the 

fonner Central Power and Light Company, now AEP Texas Central Con~pany 

(TCC), as an intern in the Budgeting section of Accounting. 111 November of 

1991 1 accepted the position of General Ledger coordinator for TCC. My duties 

as General Ledger coord~nator included monthly closing of TCC's financial 

books, preparation or  external financial statements and ~mplementation of various 

mainfi-ame systems used in the day to day operations of TCC. In July of 1994 1 

transferred to Central and South West Services, Inc. (CSWS) as the Closing 

Coordinator of TCC and Southwestern Electric Power Company (SWEPCO). In 

June of 1995 1 was promoted to Accounting Consultant for CSWS but maintained 

the same Closing Coordinator responsibilities. In March of 1996 1 transferred to 

the CSWS PricinglCosting department as a PricingICosting Consultant. 111 

October of 1996, 1 was promoted to Project Manager in the PricinglCosting 
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department and i n  May of 1999, I was promoted to Senlor Project Manager. In 

June of 2000, 1 accepted the position of Principal Regulatory Consultant for 

AEPSC. In 1~11ie of 2003, 1 accepted niy current position as Manager in tlie 

Regulated Pricing and Analysis department. 

Q. What are your principal areas of responsibility as a manager in the regulated 

pricing and analysis department? 

A. My responsibilities are to manage pricing and costing services for rate cases, 

regulatory filings and rulemakings, as well as to provide pricing and costing 

services to K ingsport Power Company, d/b/a AEP Appalachian Power (K~ngsport 

or the Company) and other AEP electric utility operating co~npanies in the areas 

of regulatory analysis, cost of service studies and rate design. 1 am also 

responsible for assisting Kingsport and other AEP electr~c utility operating 

companies in tlie preparation of filings before this Authority as well as the other 

comniissions under whose jurisdiction these companies provide electric service. 

Q. For whom are you testifying in this proceeding? 

A. I am testifying on behalf of King,sport. 

Q. Have you pre\liously testified in any regulatory proceedings? 

A. Yes. I have testilied before tlie Arkansas Public Service Conimission and the 

Louisiana Public Service Comn~ission for SWEPCO, the Oklahoma Corporation 

Co~ii~iiissioi~ for Public Service Company of Oklahonia, tlie Public Utility 

Commission of Texas for AEP TCC, AEP Texas Norlh Company (AEP TNC), 

and S WEPCO, thc Federal Energy Reg~llatory Conimission for AEP TNC and thc 
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Virginia State Corporation Commission and the Public Service Conlniission of 

West Virginia for APCo. 

Q. What is Ihe purpose of your testimony? 

A. The purpose of my testimony is to present the Company's position on two (2) or 

the five (5) standards contained in the Energy Policy Act of 2005 (EPACT). I 

specifically address standards (l4), Tinie-Based Metering and Communications, 

and (1 1) Net M:etering. 

Q. What is the requirenient set fort11 in EPACT for Time-Based Metering and 

Communications? 

A. EPACT requires that: 

"Not later than 18 niontlis after the date of enactment of this 
paragraph, each electric ut~li ty shall offer each of its customer 
classes, and provide individual customer upon customer request, a 
time-based rate sc1iedule under which the rate charge by the 
elcctric util~ty varies during dirrel-ent tinie periods and reflects tlie 
variance, if any, in the ~~tility's costs of generating and purchasing 
electricity at tlie wliolesale level. The time-based rate schedule 
shall enable the electric consumer to manage energy use and cost 
through advanced nietering and communications technology." 

This section of EPACT goes on to state: 

"each State regulatory authority shall, not later than 18 nionths 
arter the date of enactment of this paragraph conducl an 
investigation in accordance with 115(i) and issue a decision 
whether it is appropriate to implement tlie standards set out in 
subparagraphs (A) and (C)." Consequently, the TRA niust 
determine if it would be appropriate for Kingsport to implen~ent 
tlie Time-Based Metering and Comm~~nications requirement 
contained in EPACT." 

Q. Does Kingsport currently provide electrical service through any t~nie-based 
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Yes. The Company currently offers a variety of time-based or time-differentiated 

tariffs as well as several load managenient options designed to encourage 

customers to reduce on-peak usage. 

Would you please describe tlie Conipany's current tariff offerings that contain 

time-based pricing or load ~nanagenient provisions? 

Yes. As shown in the table below, tlie Company offers a wide variety tariffs that 

reflect time-based pricing diCferentials. The provision of service under at least 

one of these tariffs is available to tlie vast majority of the Conlpany's customers, 

whether they are residential, coniniercial or industr~al custoniers. Based upon 

January 2006 revenue data, there are 40,200 plus residential customers of 

Kingsport that are elig~ble to receive service under the Company's various time- 

differentiated tariffofferings. However, only 40 customers are doing so. 



Tariff 
RS - Res~dential Service 

RS TOD - Residential 
Time-of-Day Electric 
Service 

RS LM TOD - Res~dential 
Load Management T~me- 
of-Day Electric Service 

SGS LM TOD - Small 
General Service Load 
Management Time-of-Day 
Provisons 

MGS TOD - Medium 
General Service Load 
Management Time-of-Day 
Prov~sons 

MGS LM TOD - IWedium 
General Service Load 
Management Time-of-Day 
Prov~sons 

IP - lndustrlal Power 

Provisions 
Load Management Water heating 
Provison - the last 250 kwh  of use in 
any month will be b~lled at a rate of 
2 755 cents per k w h  vs. the standard 
charge of 4 142 cents per kwh. 

RS TOD has an On-Peak charge of 
7 541 cents per kwh  and an Off-Peak 
charge of 2.755 cents per kwh. 

RS LM TOD has an On-Peak charge of 
7 541 cents per kwh and an Off-Peak 
charge of 2 755 cents per kwh. If 
qual~f~ed for Conservation and Load 
Management Credit, customer will be 
credited ,937 cents per kwh  for each 
kwh  consumed during the Off-Peak 
periiod 

SGS LM TOD has an On-Peak charge 
of 9 293 cents per kwh  and an Off- 
Peak charge of 2 755 cents per kwh. 

MGS TOD has an On-Peak charge of 
8.847 cents per kwh and an Off-Peak 
charge of 2 755 cents per kwh. 

MGS LM TOD has an On-Peak charge 
of 8 847 cents per kwh  and an Off- 
Peak charge of 2 755 cents per kwh. 

IP has an Off-Peak excess demand 
charge that depending on the voltage 
level at wh~ch service is provided 
between $6..20 per KW and $6.1 3 per 
KW less than the On-Peak demand 
charge 
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Requirements 
Customer installs a Company approv 
water heating system which consumt 
electrical energy during Off-Peak h o ~  
and stores hot water for use during C 
Peak hours 

under the RS TOD tariff 

To qualify for the Conservation and L 
Management Credit, the customer m 
have a combination of approved elec 
thermal storage, space heating andlc 
cool~ng system and water heater all c 
which are designed to consume elec 
energy only dur~ng the Off-Peak billin 
periods 

To qualify for this offering a custome 
have energy storage devices with t~rr 
differentiated load character~st~cs wh 
consume electrical energy only durin 
Off-Peak hours and store energy for 
during On-Peak hours. 

Availabe to the first 100 general serv 
customers that apply with a demand 
greater than 10 KW but less than 301 t-- 
To qualify for this offering a custome 
have energy storage devices with t~rr 
differenbated load characteristics wh 
consume electr~cal energy only durin 
Off-Peak hours and store energy for 
during On-Peak hours. 

To qualify for the IP tariff the  custom^ 
must be an industrial or large commt 
customer with a contract capac~ty of 
greater than 3,000 KW 
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Should the TRA require Kingsport to implement standard (1 4). Time-Based 

Metering and Conimuiiications? 

No. It is apparent that for a number of possible reasons, at tlie current price level 

orthe Company's rates, customers have decided that the economic rewards 

associated with participating in the various time-based programs do not outweigh 

tlie iiiconvenie~~ce or cost associated with changing their usage characteristics. I t  

is also very clear that tlie Company cu~rently offers a variety of tinie-based 

options for its customers and that ally l'urtlier action on tliis matter would not bc 

beneficial to tlie customers of Ki ngsport. 

What is the requirement set forth in EPACT for Net-Metering? 

EPACT Sec t io~~  1251, which deals with net metering and additional standards, 

requires tliat state regulators begin the consideration of, or set a hearing date to 

establisli a proceeding to consider wlietlier or not to adopt tlie section's "standard" 

within two years of enactment. State regulators must complete tlie consideration 

and make a deternminatioti \vitliin three years of enactment. 

What is tlic net-metering standard that the State regulators are to consider? 

Pel- EPACT, the net-metering standard the State regulators are to consider is as 

follows: 

"(1 1 ) NET METERING.-Each electric utility shall make 
available ~ ~ p o n  request net metering service to any electric 
consumer tliat tlie electric utility serves. For purposes of tliis 
paragraph, the term 'net nietering service' means service to an 
electric consumer under which electric energy generated by tliat 
electric consumer from an eligible on-site generating facllity and 
delivered to the local distribution facilities may be used to offset 
electric energy provided by tlie electric utility to the electric 
c o ~ ~ s u n ~ e r  during the applicable billing period." 
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Q. Would you explain the Company's position as to tlie provision of a net-metering 

tariff o ffering? 

A. Yes. It is the Company's position tliat the TRA sliould find tliat it is iuinecessary 

for Kingsport to inlplement the net nleteririg standard. Inadequate interest exists 

in Kingsport's service area to warrant offering a net metering tariff. The 

Company is not aware of any reqiiests from its cuslomers for such service. 

Experience in other AEP jiirisdictions where net metering tariffs are available 

indicates minimal customer interest in this type of service. The Company is 

willing to work with its customers who desire 11011-standard service arrangements. 

Such non-standard arrangements have typically been handled tlirough the use of 

special contract provisions. Should a Kingsport custorller request a net metering 

type of service from the Company, such request could be handled through a 

special contract. 

Q. If the TRA were to decide that i t  is appropriate to require the Conlpany to offer 

net metering to its customers, are there concerns tliat should be addressed prior to 

implementing such a program? 

A. Yes. Care must be taken in the development of ally net metering tariff or 

program, because customers participating in net metering programs are typically 

subsidized by other custoniers and by the utility. Exhibit 1 to illy testimony lists 

iiiany important issues that nlust be considered during tlie development of ail 

appropriately designed net metering program. For example, care should be taken 

to assure thal ( 1 )  no subsidy is created for the net-metering customer, (2) that only 

credits associated with generation service are recogiiized and (3) eligibility for net 
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metering senllce is 111nited to residential and sniall commercial customers 

~itiliziny renewable energy sources. Should the TRA ultimately decide to pursue 

tlie development of a net metering program, the Company is willing to participate 

in a collaborative process that will result in an appropriately designed net 

metering program. 

Would you please summarize your testimony? 

Yes. Kingspol-t cul-rently offers a wide variety of tariffs that retlect time-based 

pricing d~fferentials and even with these offerings the Company is seeing minimal 

c.ustomer interest in these programs. The TRA should not requirc any further 

action on the behalf of Kingsport to implement the Time-Based Metering arid 

Con~munications standards set out in EPACT. 

My testimony also supports the Company's position that it would not be 

benefic~al to our customers to require the implementation of a net-metering 

standard given the limited interest experienced in Tennessee as well as other AEP 

jurisdictions. Request for net-metering senlice can be handled on a customer-by- 

customer basis through a special contract. For the reasons discussed in my prc- 

filed direct testimony the TRA should find that it is unnecessary for Kingsport to 

implement tlie net-metering standard. 

Does this conclitde your pre-liled direct testiniony'? 

Yes. 
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Respectfully submitted, 

Kingsport Power Company 
d/b/a AEP Appalachian Power n 

By: 

12 12 N. Eastman Road 
P. 0. Box 3740 
Kingsport, T N  37664 
(423) 378-8858; Fax: (423) 378-8801 

James R. Bacha, Esq. 
American Electric Power Senlice Corpol-ation 
1 Riverside Plaza 
Columbus, OH 432 1 5 
(614) 716-1615; Fax: (614) 716-2950 
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Net Metering Issues 

Net metering is described by the Energy Policy Act of 2005 (EPAct 2005) 

as tlie provision of service to an electric custo~iier where electr~c energy generated 

by tliat electric consumer from an eligible on-site generating facility and delivered 

to tlie local distribution facilities may be used to offset electric energy provided 

by tlie electric utility to the electric consumer during the applicable billing period. 

Net metering has typically been used to encourage small generators of renewable 

energy at tlie expense of other customers via subsidization. Although Kingsport 

believes that a net metering standard is not necessary in Telmessee, should tlie 

Tennessee Regulatory Authority deem i t  appropriate to create rules, it is in the 

interest of AEP and its custoliiers to ensure tliat rules are i n  place that provide the 

net metering customers an opportunity to self-generate, while ensuring that 

operations are maintained on a safe, reliable, and iinancially sound basis. 

First and foremost, customer-owned generation facilities must be installed 

and operated in a liianner tliat does not present safety hazards to other customers 

or i~tility personnel, and 11iust not adversely inipact the operation of the utility's 

equipment and service. Ensilring that the size of individual resources arc limited 

and not concentrated in specific areas aids in reducing these concerns. A 

maximuni limitat~on o r  load to which net metering can apply should be clearly 

cstablislied as well to further reduce these concerns. 
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Eligibility should be limited to residential and sniall commercial 

custoniers owning renewable energy resources, sucli as wind or solar, and the 

racility must not exceed capabilities beyond levels necessary to offset part or all 

of the custonier's own usage. Larger self-generators have other options available 

to tlieni for selling their excess generation into the market. 

There are a number of financial impacts that niust be addressed as well. 

While the credit to net metering customers should reflect only avoided generation 

costs, net metering customers frequently receive credlt for not only the generation 

comyorlent of the rates, but also for the transmission and d~stribution cost 

components as well. Instead, the transniission and distribution components of the 

rates sliould be charged on the total energy flowing both in and out of the 

custo~iier's system (not "net" values) since the customer is making use of tlie 

transmission and distribution systeni wlietlier it is importing or exporting power. 

Net meter~ng customers should pay monthly billing demand charges regardless of 

whether tlie customer provides enough excess generation to the grid to result in a 

niontlily net credit in consumption charges. Additionally, riet metering 

should not be able to avoid full shares of standard customers riders, sucli as 

system benefit charges, storm funds, renewable funds, etc. Otlie~wise, other 

customers are inappropriately subsidizing costs incurred to serve net metering 

customers. Net metering customers sl~ould receive credit for energy such that it 

appropriately reflects the time-value of energy. The existence of these subsidies 

fill-ther establislies tlie need for net metering arrangements to be applied on a 

liniited basis. 
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Unless a net metering program is properly dcsigned, customers may be 

incented to oversize the~r generation, dcspite that tlic intent is to only offset all or 

a portion of tlicir energy requirements. AEP believes tliat net-mctcring customers 

should not receive excess credits Tor over sizing their generators and, other 

customcrs should not subsidize sucli credits. Net tiictering custoniers should be 

required to pay for costs tliat the utility must ~ncur. as thc nct mctering customcr is 

the party that receives ilie bencfit. Other customers should not be expected to 

s~tbsidize the costs ~licu~red to establish or maintain lion-standard arrangcmcnts 

Tor these customers including application processing, metering, meter-reading, 

facility upgrades, study fees, inspection and testing, manual b~llings, etc. Lastly, 

nct mctcring customcrs should pay the ~ltility's incurred cost to stand ready at all 

tinies to back-up tliat custonier's generator whcn it is not operating. 
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Pre-Filed Direct Testimony of Stephen E. Early 

On Behalf of 

Kingsport Power Company 

Please state your 11alne, business address. and position. 

My name is Stephen E. Early. My bus~ness address is 1 Riverside Plaza, 

Colun~bus, Ol~io 4321 5. 1 currently hold the position of Principal Engineer In the 

Distributio~~ Engineering Services departn~ent for American Electr~c Power 

Service corpora ti or^ (AEPSC), a subsidiary of An~erican Electric Power 

Con~pany, Inc. (AEP). 

Please sulnn1arlze your educational background and en~ploynient history. 

I received my Bachelor of Science in Electrical Engineering degree from Ohio 

Univcrs~ty in 1972. After graduatio~~ 1 accepted the position of Distribution 

Engineer with the Ashland Division of Kcntilcky Power Company (KYPCO) in 

Ashland, KY. From 1972 until 1995, when 1 became System Improven~ents 

Manager, I held a successio~~ of positions of increasing responsibility at KYPCO. 

After a corporate wide rc-organization in 1996, 1 became the System 

In~provenients Manager for the Kentucky Distribution Region of AEP. As 

Systen~ T~nproven~cnts Manager I was responsible for planning, designing, 

engineering and construction of major projects involving the KYPCO distributio~~ 

system and portions of the distribution systen~s of Appalachian Power Con~pany, 

Ol~io Power Company and Columbus Soilthen1 Power Con~pany. 111 1999,l 

transferred to Galianna, Ohio as an Ei~gineer 1 with the AEP Distribi~t~on 

Ei~gineering and Operations Department's Colun~bus Branch. Tn this position T 
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was responsible for distribution system area planning in parts of Ohio, West 

V~rg in~a  and Kentucky. In 2000, I transferred to tlie Distribution Asset 

Management Department wlierc I first served as an Engineer 1 and then as a 

Senior Engineer. My dut ics included distribution service rel~ability and asset 

utilization improvement initiatives and new teclinology applications. I 

pal-ticipated as an AEP technical advisor in distributed generation interconnection 

rulemaking proceedings in {lie States of Virginia, Indiana, M~chigan and Ohio and 

1 participated in the development of the Inst~tute of Electrical & Electronics 

Engineers (IEEE) standard 1547, which deals with ~nterconnections. Tn 2004 1 

was promotcd to my current position as Principal Engineer over the Distribution 

Standards Team in tlie Distribution Engineering Services Department. 

What are your principal areas of responsibility as a Principal Engineer? 

My responsibilities are to supervise the preparation and niaintenance of 

distribution line construct~on and maintenance standards used by Kingsport Power 

Company, d/b/a AEP Appalachian Power (Kingsport), and other AEP electric 

~itilrty operating companies and to chair tlie AEP Distribution Standards 

Committee. This coniniittee, made up of representatives ~rorii each Operating 

Company, decides wliat new standards are developed and wliat major revisions 

are made to existing standards. I am also respons~ble for assisting Kingsport and 

other AEP electric utility operating conipa~iies in tlie ror~ii~~lation of distribution 

asset program strategy and representing K~ngsport and other AEP electric utility 

operat~ng companies in tlie developnient of various industry standards including 

the l EEE 1 547 ra'amily of standards. 
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For wlioni are you testifying in tliis proceeding? 

I an1 testi fying on belialr 01 Kingsport. 

Have you previously testified in any regulatory proceedings? 

Yes. I' have testified before the Kelitucky Public Service Comniission. 

What is the purpose of your testiniony? 

The purpose of my testimony is to present the Company's position on one (1) of 

tlie five (5) standards contained in the Energy Policy Act of 2005 (EPACT). I 

specifically address standard (1 5), Jnterconnection. 

What is the requirement set forth i n  EPACT for Interconnection? 

EPACT requires that 

"Not later tlial~ one year after the date of enactment of tliis paragraph, each 
State regulatory authority (witli respect to eacli electric utility it has 
ratemaking autlior~ty) and each nonregulated utility shall commence tlie 
consideration referred to in section 1 1  1 or set a hearing date for 
consideration, with respect to tlie standard established by paragraph (1 5) 
of section 1 1 1 (d)." 

Paragraph (1 5) 01 Section 1 1 1 (d) states: 

"INTERCONNECTION- Each electric utility shall make available, upon 
request, interconnection service to any electric consumer that tlie electric 
utility serves. For purposes of tliis paragraph, tlie tenii 'interconnection 
serv~ce' means service to an electric consumer i~nder which an on-site 
generat~ng facil~ty on the consumer's premises shall be connected to tlie 
local d~stribution facilities. I.nterconnection sel-vices shall be offered based 
upon tlie standards developed by the Institute of Electrical and Electronics 
Engineers: lEEE Standard 1547 for Interconnecting Distributed Resources 
witli Electric Power Systems, as they may be aniended from tinie to tinie. 
In addition, agreements and procedures sliall be established whereby the 
services are offered shall promote current best practices of interconnect~on 
for distributed generat~on, including but not limited to practices stipulated 
in niodel codes adopted by associations of state regulatory agencies. All 
such agreements and procedures sliall be just and reasonable, and not 
unduly discriniinatory or preferential." 
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Q. Does standard (1 5)' I n t e r c o ~ ~ ~ ~ e c t i o ~ ~ s ,  address interconnection standards for all 

generators? 

A. No. Paragraph (1 5) oISectio11 1 1 l(d) of EPACT requires 'intcrconnect~on 

service' be provided. 'Interconnection service' means service to an electric 

consumer under which an on-site generating facility on the consun~er's premises 

shall be connected to the local distribution facilities. Paragraph (15) of Section 

1 1 I (d) of EPACT requires interconnect~on service to be offered based upon IEEE 

standard 1547. The IEEE 1547 standard is liniited to interconnect1011 of 

generators to the power system at typical primary andlor secondary voltages, i.e., 

the distribution system, and having an aggregate capacity of 10 MVA or less at 

the point of common coupling, i.e., 10 MVA or less at the point where the 

customer's electrical system connects to the utility's distribution system. 

Therefore, standards are only required for customer owned generators having an 

aggregate capacity of 10 MVA or less interconnecting to the distribution system. 

Q. Does Kingsport currently have processes and procedures in  place to provide 

interconnection service to any electric consumer that it serves who may request 

such service? 

A. Yes. K~ngsport and the other AEP operating companies have a well-established 

process for handling inquiries for ~nformation regarding custonler-owned 

generation and the processing of applications for interconnection of customer- 

owned generation. 

Only a small niunber of inquiries are received each year from customers 

reqi~est~ng information on interconnectio~~ of customer-owned generation to the 
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Company's distribution system. The vast majority of custon~er interconnection 

applications are for very stnall units 11avi11g a capacity of less than 10 kW. AEP 

Operating Co~npanies serve portions of eleven states. Several of these states have 

developed r ~ ~ l e s  for interconnection of small generators. AEP has participated i n  

ru len~aki~~g proceedings in the States of Indiana, Michigan, Ol~io, Texas and 

Virginia and at the Federal Energy Regulatory Comnlission to develop rules for 

the i~~lerconnection of small generators. While there are some d~fferences 

between t l ~ e  rules established in each stale, 1.11~ basic process and procedures are 

essentially the same, especially for snlall  nits Ilaving a capacity of less than 10 

kW. 

Q. Would you please describe the process and procedures that Kingsport custonlers 

who desire more infonnatio~~ on customer-owned generalion and interconnection 

would follow'? 

A. Custoniers interested in interconnecting generalors can lean1 about customer- 

owned generatio11 fro111 our www.aep.con1 website. At this same website they can 

download a brochure on generator inlerconneclion, send an e-mail to the 

Distributed Generation Coordinator (Coordinator) requesting nlore infommation 

and oblaln the  nailing address and phone number of the Coordinator. 

Custotners can also call our Custonier Solutions Center at a loll free number to 

request inforrnatio~~ about custon~er-owned generation and interconnection. For 

Kingsport Ihe nu~nber is 1-800-967-4237. This  umbel- is listed in local phone 

books and is also available 011 our websile and on customer b~lls. The Custonler 

Sol~~tion Center w111 connect l.he customer call to the Coordinator. 
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If tlie custonier is interested in interconnection, the Coordinator will discuss the 

interconnect~on process with the customer and forward the custonier the 

appropriate application fo1711, interconnection agreement and technical 

requlrelnents documentation. 

Q. Would you please describe the process and procedures that a Kingsport custo~ner 

who desires to apply for customer-owned generation interconnection would 

follow? 

A. Yes. A customer desiring to interconnect a customer-owned generator submits a 

conlpleted application to tlie Coordinator 011 the fonn pro\lided by the Coordinator 

along witli an application fee. For single-phase generators witli capacities of 25 

kW and below tlie application fee is $100. For single phase generators larger than 

25 kW and for three phase geiierators, the application fee is $500. The 

Coordinator reviews tlie appl~cation to make sure i t  is filled out completely with 

all the pertinent infor~iiation required to evaluate the proposed generator. If the 

Coordinator deteniiines that tlie application is incomplete, the Coordinator returns 

the application to the customer witli an explanation of what infoniiation is needed 

to complete the application. The customer car1 re-submit a completed application 

providing the,additional informat~on necessary for review. - 

Once an interconnection applicatioii has bee11 received witli tlie applicable 

application fee and 1:he application is deemed to be coniplete by the Coordinator, 

the applicat~o~i IS  sent to tlie Distribution Asset Planning Department (Planning) 

for evaluation. Planning evaluates tlie proposed generator and the proposed 

~nterconnection systeni to determine if 1.Iiey meet the Company's technical 

Doc #338774 

- - - - - - - - - - -  



Early - 7 

requiren~ents. If the generator and the proposed interconnect~on system nlet the 

technical requirements, Planning then uses a screening process to detemline if the 

generator needs a nlore detailed study to determine its impact on the distribution 

system or if i t  can be interconnected to the distribution system with no significant 

negative impact. After conlpletion of the technical review and screening process 

evaluation, Planning will inforn~ the Coordinator of the results. 

[f the proposed generator met the technical requirements and passed the screening 

process, the Coordinator will execute the interconnect1011 agreement and forward a 

copy to the customer along with notification of approval of the interconnection. 

Experience has shown that the majority of custon~er requests for interconnection are 

very small generators of 1-2 kW capacity that pass the screening process and do not 

require further study. 

If the proposed generator did not meet the technical requirements or did not pass thc 

screening process, the Coordinator will notify t11e interco~u~ection customer. 

The custonler can then decide if it would like to proceed with fi~rther evaluation 

of the proposed generator or withdraw the application. Tf the proposed generator 

or interconnection system failed to meet the technical requirements, the customer 

may modify its proposal to meet the technical requ~rements. If the screening 

process indicates that a system ~ ~ n p a c t  study is needed the customer llli~st pay a 

deposit to cover the estimated cost of the study. The system impact study 

determines 1 )  1f the proposed generator and interconnection system can be 

interconnected safely with no significant negative ~n~pac t  or 2) what modifications to 

the proposed generator and interconnection system, distribution system 

7 
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niodifications and/or distribution system i~iiprovements are required to safely 

interconnect the generator and interconnection system so there is no adverse impact 

on the distribution system. For single-phase generators up to 25 kW, the deposit is 

$500. 'For single-phase generators from 26 kW to 100 kW and three-phase 

installation up to 100 kW, the deposit is $1,000. For single phase and three phase 

generators froni 101 kW to 500 kW, tlie deposit is $3,000. For single phase and 

three phase generators greater than 500 kW, the deposit is $5,000. Once the study 

IS co~npleted tlie custonier will be refunded or billed tlie difference between the 

depos~t amount paid and the actual cost of the inipact study. If tlie inipact study 

deteniiines the proposed generator will not have a negative impact on the 

distribution system, the Coordinator will inform tlie customer of Kingsport's 

approval of tlie interconnection ilpon receipt of [.he executed interconnection 

agreement. If  tlie impact study deteniiines the proposed generator will have a 

negative impact on the distribution system, the Coordinator will ~iifor~ii the custolner 

of tlie system improvements or system modifications necessary to accommodate the 

PI-oposed generator and the esi.iniated cost of such iniprovements or niodi ficat~ons. 

If the custonier wishes to proceed with the ~nterconnection, the customer must pay 

tlie estiniated cost of tlie improvements or modifications. Once the improvements 

01- modificat~ons are conipleted, tlie customer is infoniied that it has been 

approved to interconnect tlie proposed generator upon receipt of tlie executed 

intercollnect~on agreement. Once the systeni improvements or modilications are 

conipleted tlie customer will be refilnded or b~lled the difference between the 

estimated aniount paid and the actual cost of the system improvements or 
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~i~odifications. Prior to the first paralleling of the proposed generator, Kingsport, at 

its option, may inspect tlie generator and its interconnection system to verify the 

equipment installed and witness the coniniissioning tests. 

Is tlie interconnection service Ki~igsport offers based upon the IEEE Standard 

1547? 

Yes. AEP participated in tlie working group tliat developed IEEE Standard 1547 

for Interconnecting Distributed Resources with Electric Power Systems. AEP 

operating conipanies, including Kingsport, but with tlie exception of the AEP 

Texas Central Company and AEP Texas North Co~npany. have adopted this IEEE 

standard as tlie basis for their interconnection requirements. The State of Texas 

requires tlie use of technical requirements tliat are sim~lar to IEEE 1547. 

Do tlie process and procedures tliat would be used for interconnection of 

Kingsport custo111er generators represent best practices of interconnection for 

distributed generation'? 

Yes. The process and procedures contaitl the basic elements found in practices 

stipulated in the 1110del code adopted by the National Assoc~atio~l of Statc Utility 

Regi~latory Coni~iiissioners, including a tnethod to expedite the interconnection of 

sinall generators through the use of a screening process, a siniplified application 

for small generators, and a simplified interconnection agreenient with reasonable 

provisions. The process and procedures are overseen at an AEP Systeni level to 

iiisi~re that applicants are treated fairly, reasonably and non-preferentially. 

Please su~n~narize your test~mony. 

9 
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Kirigsport has processes and procedures in place to provide 

interconnection service to its customers. Interconnection service to the 

Company's distribution system is based upon IEEE standard 1547. The 

interconnection process and procedures used contain the basic elements found in 

practices stipulated in tlie niodel code adopted by the National Associatioli of 

State Utility Regulatory Commissioners. The process and procedures are 

overseen at an AEP System level to insure that applicants are treated fairly, 

reasonably and non-preferen1:ially. Therefore, an interconnection standard is 

already in place that complies with tlie requirements of EPACT. 

Does this concl~tde your pre-filed direct testimony? 

Yes. 
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