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PLEASE STATE YOUR NAME, BUSINESS ADDRESS AND
OCCUPATION FOR THE RECORD.

My name is William H. Novak. My business address is 19 Morning Arbor Place,
The Woodlands, TX, 77381. I am the President of WHN Consulting, a utility

consulting and expert witness services company.!

PLEASE PROVIDE A SUMMARY OF YOUR BACKGROUND AND
PROFESSIONAL EXPERIENCE.

A detailed description of my educational and professional background is provided
in Attachment WHN-1 to my testimony. Briefly, I have both a Bachelor’s degree
in Business Administration with a major in Accounting, and a Master’s degree in
Business Administration from Middle Tennessee State University. Iam a
Certified Management Accountant, and am also licensed to practice as a Certified

Public Accountant.

My work experience has centered on regulated utilities for over 35 years. Before
establishing WHN Consulting, I was Chief of the Energy & Water Division of the
Tennessee Public Utility Commission (the Commission) where I had either
presented testimony or advised the Commission on a host of regulatory issues for
over 19 years. In addition, I was previously the Director of Rates & Regulatory
Analysis for two years with Atlanta Gas Light Company, a natural gas

distribution utility with operations in Georgia and Tennessee. Ialso served for

1 State of Tennessee, Registered Accounting Firm ID 3682.
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two years as the Vice President of Regulatory Compliance for Sequent Energy
Management, a natural gas trading and optimization entity in Texas, where I was
responsible for ensuring the firm’s compliance with state and federal regulatory

requirements.

In 2004, 1 established WHN Consulting as a utility consulting and expert witness
services company. Since 2004 WHN Consulting has provided testimony or
consulting services to state public utility commissions and state consumer

advocates in at least ten state jurisdictions as shown in Attachment WHN-1.

ON WHOSE BEHALF ARE YOU TESTIFYING?
I am testifying on behalf of the Consumer Advocate Unit (Consumer Advocate)

of the Office of the Tennessee Attorney General.

HAVE YOU PRESENTED TESTIMONY IN ANY PREVIOUS DOCKETS
REGARDING KINGSPORT POWER COMPANY?

Yes. I presented testimony in Dockets U-86-7472, 89-02126, 90-05735, 92-
04425, 15-00024 and 16-00001 concerning Kingsport Power Cbmpany d/b/a AEP
Appalachian Power (KgPCo or Kingsport). In addition, I previously presented
testimony concerning KgPCo’s Targeted Reliability Plan & Major Storm Rider
(TRP&MS Rider or the Rider) that is the subject of this proceeding in TPUC

Docket No. 17-00032.

TPUC Docket 18-00125 2 Novak, Direct
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WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS
PROCEEDING?

My testimony will address several issues and concerns with respect to KgPCo’s
proposed TRP&MS reconciliation in this Docket with its books and records,
including the calculations supporting that reconciliation and the resulting

surcharge.

WHAT DOCUMENTS HAVE YOU REVIEWED IN PREPARATION OF
YOUR TESTIMONY?

I have reviewed the Company’s Petition filed on November 30, 2018, along with
the accompanying schedules. I have also reviewed KgPCo’s responses to the data
requests submitted by the Consumer Advocate in this Docket. In addition, I
reviewed the Commission’s Order in Docket No. 17-00032 that approved the

TRP&MS Rider.

PLEASE SUMMARIZE YOUR RECOMMENDATIONS AND CONCERNS
IN THIS DOCKET.
My recommendations and concerns are summarized as follows:

e I recommend that the TRP&MS rider be continued — although it has yet to
quantify any benefits.

e I recommend that the Commission require the Company to fully distinguish
between internal and external costs that are recovered through the TRP&MS
Rider in future filings.

¢ ] recommend that the Commission accept KgPCo’s TRP&MS Rider
reconciliation deficiency for the twelve months ended September 30, 2018 in

TPUC Docket 18-00125 3 Novak, Direct
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the amount of $2,330,677 that excludes any adjustment for the prompt
payment discount proposed by the Company.

¢ ] recommend that the Commission adopt the same methodology for allocating the
$2,330,677 to the different customer classes that was used in the Company’s last
rate case as calculated in Table 4.

e I recommend that the Commission compute the TRP&MS Rider surcharges for
each customer class based on the energy usage and outdoor lamps adopted in the
Company’s last rate case as calculated in Table 5.

e ] recommend that the Commission require KgPCo to include language within the
TRP&MS Rider tariff that appropriately defines the term “Major Storm” and
when it is appropriate to seek recovery of these costs.

TPUC Docket 18-00125 4 Novak, Direct
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PLEASE EXPLAIN THE OVERALL STRUCTURE OF THE TARGETED
RELIABILITY PLAN & MAJOR STORM RIDER.

The overall structure for the TRP&MS Rider was authorized by the Commission
in Docket No. 17-00032 and contains two separate components. The Targeted
Reliability Plan (TRP) component of the TRP&MS Rider consists of a Vegetation
Management Program (VMP) and a System Improvement Program (SIP).2 The
VMP is intended to address the Company’s system-wide vegetation issues on a
recurring four-year cycle.? The SIP provides an enhanced means for circuit
inspection, maintenance, replacement and improvement in order to address

equipment failures and outages.*

The Major Storm (MS) component of the TRP&MS Rider allows the Company to
defer and recover the operating and maintenance costs associated with restoring
utility service after a major interruption that is due to weather. Prior to the
implementation of the MS component of the TRP&MS Rider, KgPCo was
required to separately petition the Commission for recovery of the costs from

major storms.

2 The term “Vegetation Management” has historically been referred to as “tree trimming” in prior cases.
3 Direct testimony of KgPCo witness Castle in TPUC Docket No. 17-00032, Page 3.
4 Direct testimony of KgPCo witness Wright in TPUC Docket No. 17-00032, Pages 13-14.
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HAS THE TARGETED RELIABILITY PLAN COMPONENT OF THE
TRP&LMS RIDER BEEN EFFECTIVE IN DECREASING THE SERVICE
OUTAGES IN THE KINGSPORT SERVICE AREA?

At this point, it is too early to fully assess the TRP component of the Rider’s
effectiveness since it has only been in effect since October 2017. However, I
believe that two of the best gauges for assessing the Rider’s impact on éervice
outages are the System Average Interruption Duration Index (SAIDI) and the
System Average Interruption Frequency Index (SAIFI).> The SAIDI index
measures how long (in minutes) that the average service interruption lasts
exclusive of major weather events. The SAIFI index measures how often (per

year) customer service is interrupted by these same outages.

In Docket No. 17-00032, I first identified 14 electric distribution utilities that are
similarly situated to Kingsport Power which I referred to as the Kingsport Power
Tennessee Peer Group (Peer Group).6 The SAIDI and SAIFI index for KgPCo

and the peer group are presented below in Table 1 for calendar year 2017.7

5 A comprehensive listing of the different components of Kingsport Power’s Annual Reliability Profile for
2013 through 2017 is contained in Attachment WHN-2 to this testimony.

6 Direct testimony of Consumer Advocate witness Novak in TPUC Docket No 17-00032, Pages 8-10.

7 Company response to Consumer Advocate Discovery Request Nos. 1-6 and 1-7.

TPUC Docket 18-00125 6 Novak, Direct
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TABLE 1 - Kingsport Power Tennessee Peer Group
2017 SAIDI and SAIFI Indices
2017 SAIDI 2017 SAIFI
Distribution Utility (Minutes) (Occurrences)

Bristol 42 1.16
Cleveland 49 0.87
Clinton 115 1.27
Duck River 108 1.36
Fort Loudoun 7 3.18
Greeneville 62 1.28
Johnson City 29 0.32
Kingsport Power 231 1.35
Knoxville 156 1.44
LaFollette 228 3.72
Powell Valley 146 3.12
Pulaski 155 1.70
Rockwood 101 1.49
Sequachee Valley 121 0.81
Tri-County 213 2.72

Average 118 1.72

As shown on Table 1, the KgPCo 2017 SAIDI index was 231 minutes. This
means that the average service interruption (exclusive of major weather events)
for KgPCo lasted for 231 minutes which is the highest in the Peer Group.
Likewise, the KgPCo 2017 SAIFI index was 1.35 service interruptions. This
means that customers of KgPCo experienced on average 1.35 service
interruptions during 2017 (exclusive of major weather events) which is below the

average for the Peer Group.

WHAT CONCLUSIONS SHOULD THE COMMISSION MAKE FROM
THE SAIDI AND SAIFI INFORMATION PRESENTED IN TABLE 1?
I believe that the SAIDI and SAIFI data reveal that it was appropriate for the

Commission to address the service outages for the Company through the

TPUC Docket 18-00125 7 Novak, Direct
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TRP&MS Rider. Iam particularly concerned that the SAIDI index reveals that
KgPCo is experiencing longer outages than any other distribution utility within
the Peer Group. However, it should be kept in mind that the Company only began
to implement the TRP&MS Rider in October 2017. Therefore, the 2017 SAIDI
and SAIFI indexes presented in Table 1 should serve more as a baseline for the

Commission to assess the performance of the Rider in future periods.

HAS THE MAJOR STORM COMPONENT OF THE RIDER BEEN
EFFECTIVE IN ADDRESSING THE TIMELY RECOVERY OF COSTS
FOR SERVICE RESTORATION?

Yes. In the past when significant major storms occurred, KgPCo was required to
petition the Commission to defer and separately recover the associated costs.?
The MS component of the TRP&MS Rider allows the Company to identify and
accumulate the operating and maintenance expenses associated with service
restoration after a major storm and then include these costs for recovery within
the Rider. During the current review period, the Company’ identified a single
major weather event for which they are now seeking cost recovery through the
Rider. As a result of the TRP&MS Rider, there is no need for the Commission to

open a separate docket for this consideration.

I continue to believe that the TRP&MS Rider will be an effective tool for the

Commission to timely address service outages and storm restoration costs, even

8 See Commission Docket Nos. 10-00144, 12-00051, 13-00121 and 15-00024.

TPUC Docket 18-00125 8 Novak, Direct



though the benefits from the Rider cannot be quantified at this time. As a result,

recommend that the Commission continue the TRP&MS Rider.
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II. CURRENT REVIEW PERIOD COST RECOVERY

WHAT WERE KINGSPORT POWER’S EXPENDITURES DURING THE
REVIEW PERIOD FOR THE TRP&MS RIDER?

For the twelve months ended September 30, 2018, the Company spent
approximately $6.6 million in eligible costs for recovery through the TRP&MS
Rider. As shown in Table 2 below, approximately $3.1 million of this total were

capital expenditures with the remainder charged to operating and maintenance

expense.
TABLE 2 — TRP&MS 2017-2018 Review Period Expenditures?®
Expenditure Type Amount
Targeted Reliability Plan — Capital Expenditures $3,072,674
Targeted Reliability Plan — O&M Expenditures 3,012,924
Major Storms — O&M Expenditures 498,569
Total Expenditures $6,584,167

WHAT FACTORS DISTINGUISHED WHETHER THE TARGETED
RELIABILITY PLAN EXPENDITURES ARE CAPITALIZED OR
EXPENSED?

According to the Company, the classification of Targeted Reliability Plan
expenditures as either an O&M expense or capital is determined by the specific
work being performed. In general, trimming trees and clearing brush from
previously cleared rights-of-way is charged to O&M expense as maintenance

costs while the initial clearing of land and rights-of-way as well as the removal of

9 Company response to Consumer Advocate Discovery Request 1-9.

TPUC Docket 18-00125 10 Novak, Direct
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large diameter trees from previously cleared rights-of-way is charged to capital

accounts. 10

WERE ALL OF THE REVIEW PERIOD EXPENDITURES PAID TO
THIRD-PARTY VENDORS'?

No. Of the approximate $3.5 million in TRP&MS O&M expenditures, only $2.3
million or approximately 66% was paid to third-party vendors.!! The remaining

balance of approximately $1.2 million is related to allocations of internal costs.

IS IT SURPRISING THAT ONLY 66% OF THE O&M EXPENDITURES
WERE PAID TO THIRD-PARTY VENDORS?

Yes. While I would naturally expect some amount of internal planning costs to be
charged to TRP&MS Rider, I expected a much larger proportion of the costs to be
from third-party vendors. As a result, [ would recommend that the Commission
direct the Company to provide a full accounting of KgPCo’s internal costs that are

assigned to the TRP&MS Rider in future filings.

EXPLAIN THE COST RECOVERY RELIEF THAT THE COMPANY IS
ASKING FROM THE COMMISSION THROUGH ITS FILING.
In the current filing, KgPCo is asking the Commission to allow it to recover

through surcharges to its customers $2,330,677 as the appropriate amount of

10 Company response to Consumer Advocate Discovery Request 2-3.
1T Company responses to Consumer Advocate Discovery Requests 1-2 and 2-1. Although requested, the
Company did not provide the third-party expenditures related to capitalized TRP costs.

TPUC Docket 18-00125 11 Novak, Direct
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TRP&MS Rider costs for the twelve months ended September 2018. KgPCo then
increases this base amount by approximately $35,493 for a total of a $2,366,170
surcharge in order to adjust for prompt payment discounts that are included in

their tariff. The details for this requested recovery are shown below in Table 3.

TABLE 3 — TRP&MS 2017-2018 Recovery Request!2

Item TRP MS Total
Capital Recovery & Return $114,931 $0 $114,931
O&M Expense 3,012,925 498,569 3,511,494
Total $3,127,856 $498,569 $3.626,425
Less Base Rates -903,372 -392,376 -1,295,748
Net Recovery $2,224,484 $106,193 $2,330,677
Prompt Payment!3 35,493
Requested Recovery $2,366,170

HAVE YOU REVIEWED THE CALCULATIONS SUPPORTING THE
PROPOSED RATE ADJUSTMENT IN KINGSPORT’S TRP&MS
RECONCILIATION FILING?

Yes. Ireviewed the KgPCo’s filing. I also prepared discovery requests for
supplemental supporting information that was not contained in the filing. The
purpose of my review was to determine whether KgPCo’s TRP&MS Rider

reconciliation was based on actual amounts recorded on its books.

WHAT WERE THE RESULTS OF YOUR REVIEW?
Overall, I found that Kingsport’s filing appropriately reconciled the actual

expenses and net investment to the amounts recorded on the Company’s ledger.

12 Company Exhibit No. 1 (AWA) and response to Consumer Advocate Discovery Request 1-9. Note that
Company manually makes an adjustment of $274 within the formulas to its calculation in Column (i)
without explanation.

13 Direct testimony of KgPCo witness Keeton, Page 4.

TPUC Docket 18-00125 12 Novak, Direct
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Likewise, other than as noted within my testimony, I also found that the
reconciliation generally reflected the methodologies established in Docket No. 17-

00032.

WERE THERE ANY PORTIONS OF THE COMPANY’S TRPEMS
RECOVERY REQUEST FOR $2,366,170 THAT YOU DISAGREE WITH?
Yes. I disagree with the Company’s proposal to include the impact of the prompt
payment discount of $35,493 within the TRP&MS Rider recovery request
calculation. As a result, I am recommending that the Company’s 2017-2018
TRP&MS recovery be limited to the net recovery amount of $2,330,677 as shown

above on Table 3.

WHAT IS THE COMPANY’S PURPOSE FOR INCLUDING THE
IMPACT OF THE PROMPT PAYMENT DISCOUNT IN THE TRP&MS
2017-2018 RECOVERY REQUEST?

The Company provides no rationale for the inclusion of a prompt payment
discount within their filing.!4 In addition, no adjustment for a prompt payment
discount was mentioned in the Company’s application for the TRP&MS Rider in

Docket No. 17-00032.

14 See Direct testimony of KgPCo witness Keeton, Page 4 where she mentions that she “...grossed up the
resultant combined TRP and MS costs, $2,330,677, to include the Prompt Payment Discount.” She omits
any rationale in her testimony for exactly why this adjustment was appropriate.

TPUC Docket 18-00125 13 Novak, Direct
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The provision for the Prompt Payment Discount in the Company’s tariff allows
KgPCo’s customers to reduce their electric bill by 1.5% by remitting payment
before a specified due date, and a majority of these customers do take advantage
of this discount. However, the Company’s filing in Docket No. 17-00132
specifically noted that any net under- or over-recovered TRP&MS Rider cost will
be tracked for each customer class and then trued-up and included with the cost
for that particular customer class the following year.!> Since the under- or over-
recovered cost is trued-up in a subsequent peripd, it is inappropriate to include

any adjustment for the prompt payment discount within the current filing.

15 Direct testimony of KgPCo witness Wright in TPUC Docket No. 17-00032, Page 10. See also direct
testimony of CA witness Novak in TPUC Docket No. 17-00032, Page 23.
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III. TRP&MS COST ALLOCATION AND RATE DESIGN

HOW SHOULD THE 2017-2018 TRP&MS RIDER RECOVERY COSTS

BE ALLOCATED TO THE DIFFERENT CUSTOMER CLASSES?

The Commission Order approving the TRP&MS Rider provides that the net Rider

costs are to be allocated to the customer rate classes in the same manner that was

used in the Company’s last rate case.!6 Applying the Net Recovery balance from

the TRP&MS Rider of $2,330,677 to the rate allocation from KgPCo’s last rate

case in Docket No. 16-00001, produces the TRP&MS cost allocation to each

customer rate class as shown below in Table 4. I recommend that the

Commission adopt this allocation methodology to distribute the TRP&MS Rider

recovery balance of $2,330,677 to the different customer classes.

TABLE 4 —- TRP&MS 2017-2018 Cost Allocation!”

16-00001

Tariff Rate Percentage | TRP&MS

Increase Allocation Allocation
Residential Service $2,438,410 28.30% $659,582
Small General Service 269,125 3.12% 72,717
Medium General Service 1,245,658 14.45% 336,783
Large General Service 2,218.583 25.74% 599,916
Industrial Power Service 1.530.923 17.76% 413,928
Church Service 106,881 1.24% 28,900
Public School Service 239,319 2.78% 64,793
Electric Heating General Service 278,999 3.24% 75,514
Outdoor Lighting Service 83,275 0.97% 22,608
Street Lighting Service 206,912 2.40% 55,936
Total $8,618,085 100.00% | $2,330,677

16 Commission Order in Docket No. 17-00032, Page 3.

17 Commission Order Approving Stipulation and Settlement Agreement in Docket No. 16-00001, Exhibit

A, Attachment A — Revenue Deficiency Settlement, Schedules 12 and 13.
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Q21. HOW SHOULD THE TRP&MS RIDER SURCHARGE RATE BE
CALCULATED FOR EACH CUSTOMER CLASS SHOWN IN TABLE 4?
A21. The individual surcharge for each customer class is also based on the billing
determinants from the Company’s most recent rate case. Specifically, the
TRP&MS tariff approved by the Commission provides for the following:
“The Company will allocate the revenue requirement to the
individual tariff class by application of the revenue allocation
factors used in the Company’s most recent base case, and will use

the appropriate billing delerminants, _as determined in _the
Company’s mosi recent base case, to develop the TRP&MS Rider

tariff charges.”’'¢ [Emphasis added.]

Q22. HAVE YOU PREPARED A TRP&MS RATE SURCHARGE THAT
CONFORMS TO THE TARIFF LANGUAGE?

A22. Yes. [ am recommending that the individual surcharge for each customer class be
based on the energy usage (kilowatt hours) for each customer class from the
Company’s most recent rate case except for Outdoor Lighting and Street Lighting
which should be based on the number of outdoor lamps adopted as the billing
detcrminanf in the last rate case. These billing determinants as well as the

resulting TRP&MS rate surcharge by customer class are shown below in Table 5.

18 Submission of Tariff Provisions, Docket No. 17-00032, Sheet Number 21-1, Item 3 — Determination of
Adjustments by Tariff, September 15, 2017.
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TABLE 5 — TRP&MS Rate Surcharge

TRP&MS
Tariff TRP&MS Billing!® Rate

Allocation | Determinants | Surcharge
Residential Service (Usage) $659.582 | 680.836.392 $0.00097
Small General Service (Usage) 72,717 22,662,165 0.00321
Medium General Service (Usage) 336,783 118,885,433 0.00283
Large General Service (Usage) 599,916 244,121,179 0.00246
Industrial Power Service (Usage) 413,928 969,398,673 0.00043
Church Service (Usage) 28,900 9.850,982 0.00293
Public School Service (Usage) 64,793 27,413,429 0.00236
Electric Heating Service (Usage) 75.514 24,742,277 0.00305
Outdoor Lighting Service (Lamps) 22,608 65,663 0.34000
Street Lighting Service (Lamps) 55.936 126,962 0.44000

Total $2,330,677

Q23. WHY HAVE YOU CALCULATED THF INDIVIDUAL TRP&MS RATE

SURCHARGES RATE BASED ON ENERGY USAGE AND OUTDOOR

LAMPS INSTEAD OF BILLING DEMAND OR BILLS RENDERED?

A23. Basing the TRP&MS Rider surcharge on energy usage results in a similar

surcharge billing rate for each customer class.

Q24.

DID THE COMPANY ALSO BASE THEIR TRP&MS RATE DESIGN

SURCHARGES ON ENERGY USAGE AND NUMBER OF OUTDOOR

LAMPS?

A24.

No. The Company selected the billing determinant from either bills rendered,

billing demand, energy usage or outdoor lamps to calculate the individual

TRP&MS Rider surcharge for each customer class.20 In addition, the Company

calculated the TRP&MS Rider billing rate to the sub-tariffs for the different

19 Commission Order Approving Stipulation and Settlement Agreement in Docket No. 16-00001, Exhibit
A, Attachment C — Rate Design Settlement, Schedules 1-10.

20 Company Exhibit No. 1 (EKK).
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customer billing classes.2! In my opinion, calculating the TRP&MS Rider
surcharge in this manner needlessly complicates the rate calculation and only
minimally alters the individual billed surcharge amount to each customer. Asa
result, I recommend that the Commission adopt the TRP&MS Rider surcharge

based on energy usage and outdoor lamps as shown on Table 5.

21 For example, the Company individually calculated the rate surcharge for the Primary, Secondary and
Time-of-Day rate schedules within the Medium General Service tariff.

TPUC Docket 18-00125 18 Novak, Direct



10

11

12

13

14

15

16

17

18

19

20

21

Q25.

A25.

Q26.

A26.

IV. DEFINITION OF THE TERM “MAJOR STORM”

WERE THERE ANY UNUSUAL ISSUES INVOLVED WITH THE
IMPLEMENTATION OF THE MAJOR STORM COMPONENT OF THE
TRP&MS RIDER?

Yes. During the TRP&MS Rider review period, the Company experienced a
weather event on July 20, 2018 that it would later classify as a “Major Storm”.
While I do agree that this particular weather event should be classified as a major
storm, my review indicated that KgPCo had never specifically defined the term
“Major Storm” within the TRP&MS Rider tariff. This omission created some
confusion over the proper classification of a weather event and when any related

service restoration costs are appropriate to recover through the TRP&MS Rider.

HOW DID THE COMPANY DETERMINE THAT THE WEATHER
EVENT ON JULY 20, 2018 WAS A “MAJOR STORM”?

According to the Company, the weather event on July 20, 2018 resulted in
approximately 11 million Customer Minutes of Interruption (CMI) and
approximately another 1 million CMI the following day.?? The Company goes on
to state that these service interruption minutes significantly exceeded the

threshold of 818,815 CMI for KgPCo’s classification of a major event.

22 Company response to Consumer Advocate Discovery Request 1-11.
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Q27. WHAT IS YOUR RECOMMENDATION TO THE COMMISSION
REGARDING HOW “MAJOR STORMS” ARE DETERMINED?

A27. 1recommend that the Commission require the Company to develop appropriate
language for inclusion within the TRP&MS Rider tariff that defines the term
“Major Storms” and when it is appropriate to seek recovery for service restoration
costs from these weather events. Such language within the TRP&MS Rider could
help avoid confusion in future filings over when it is appropriate to seek recovery

of costs related to weather events.
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V. CONCLUSION AND RECOMMENDATIONS

Q28. PLEASE SUMMARIZE YOUR RECOMMENDATIONS TO THE

COMMISSION ON THE 2017-2018 TRP&MS RIDER RECOVERY.

A28. My recommendations are as follows:

I recommend that the TRP&MS rider be continued — although it has yet to
quantify any benefits.

I recommend that the Commission require the Company to fully distinguish
between internal and external costs that are recovered through the TRP&MS
Rider in future filings.

I recommend that the Commission accept KgPCo’s TRP&MS reconciliation
deficiency for the twelve months ended September 30, 2018 in the amount of
$2,330,677 that excludes any adjustment for the prompt payment discount
proposed by the Company.

I recommend that the Commission adopt the same methodology for allocating
the $2,330,677 to the different customer classes that was used in the
Company’s last rate case as calculated in Table 4.

I recommend that the Commission compute the TRP&MS Rider surcharges
for each customer class based on the energy usage and outdoor lamps adopted
in the Company’s last rate case as calculated in Table 5.

I recommend that the Commission require KgPCo to include language within
the TRP&MS Rider that appropriately defines the term “Major Storm” and
when it is appropriate to seek recovery of these costs.

Q29. DOES THIS COMPLETE YOUR TESTIMONY?

A29. Yes, it does. However, I reserve the right to incorporate any new information that

may subsequently become available.
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William H. Novak
19 Morning Arbor Place
The Woodlands, TX 77381

Phone: 713-298-1760
Email: halnovak@whnconsulting.com

Areas of Specialization

Over thirty-five years of experience in regulatory affairs and forecasting of financial
information in the rate setting process for electric, gas, water and wastewater utilities.
Presented testimony and analysis for state commissions on regulatory issues in four states
and has presented testimony before the FERC on electric issues.

Relevant Experience

WHN Consulting — September 2004 to Present

In 2004, established WHN Consulting to provide utility consulting and expert testimony
for energy and water utilities. WHN Consulting is a “complete needs” utility regulation
firm able to provide clients with assistance in all areas of utility rate analysis. Since
2004, WHN Consulting has provided assistance to public utility commissions and state
consumer advocates in over ten state jurisdictions. Some of the topics and issues that
WHN Consulting has presented testimony for include net metering, alternative rate
regulation, revenue requirement calculations in rate cases, class cost of service studies,
rate design, deferred income tax calculations, purchased gas costs, purchased power
costs, and weather normalization studies.

Sequent Energy Management — February 2001 to July 2003

Vice-President of Regulatory Compliance for approximately two years with Sequent
Energy Management, a gas trading and optimization affiliate of AGL Resources. In that
capacity, directed the duties of the regulatory compliance department, and reviewed and
analyzed all regulatory filings and controls to ensure compliance with federal and state
regulatory guidelines. Engaged and oversaw the work of a number of regulatory
consultants and attorneys in various states where Sequent has operations. Identified asset
management opportunities and regulatory issues for Sequent in various states. Presented
regulatory proposals and testimony to eliminate wholesale gas rate fluctuations through
hedging of all wholesale gas purchases for utilities. Also prepared testimony to allow gas
marketers to compete with utilities for the transportation of wholesale gas to industrial
users.

Atlanta Gas Light Company — April 1999 to February 2001

Director of Rates and Regulatory Analysis for approximately two years with AGL
Resources, a public utility holding company serving approximately 1.9 million customers
in Georgia, Tennessee, and Virginia. In that capacity, was instrumental in leading
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Atlanta Gas Light Company through the most complete and comprehensive gas
deregulation process in the country that involved terminating the utility’s traditional gas
recovery mechanism and instead allowing all 1.5 million AGL Resources customers in
Georgia to choose their own gas marketer. Also responsible for all gas deregulation
filings, as well as preparing and defending gas cost recovery and rate filings. Initiated a
weather normalization adjustment in Virginia to track adjustments to company’s revenues
based on departures from normal weather. Analyzed the regulatory impacts of potential
acquisition targets.

Tennessee Regulatory Authority — Aug. 1982 to Apr 1999; Jul 2003 to Sep 2004
Employed by the Tennessee Regulatory Authority (formerly the Tennessee Public
Service Commission) for approximately 19 years, culminating as Chief of the Energy and
Water Division. Responsible for directing the division’s compliance and rate setting
process for all gas, electric, and water utilities. Either presented analysis and testimony
or advised the Commissioners/Directors on policy setting issues, including utility rate
cases, electric and gas deregulation, gas cost recovery, weather normalization recovery,
and various accounting related issues. Responsible for leading and supervising the
purchased gas adjustment (PGA) and gas cost recovery calculation for all gas utilities.
Responsible for overseeing the work of all energy and water consultants hired by the
TRA for management audits of gas, electric and water utilities. Implemented a weather
normalization process for water utilities that was adopted by the Commission and
adopted by American Water Works Company in regulatory proceedings outside of
Tennessee.

Education
B.A, Accounting, Middle Tennessee State University, 1981
MBA, Middle Tennessee State University, 1997

Professional ‘
Certified Public Accountant (CPA), Tennessee Certificate # 7388
Certified Management Accountant (CMA), Certificate # 7880
Former Vice-Chairman of National Association of Regulatory Utility Commission’s
Subcommittee on Natural Gas



‘J[qeleAR ISYM SSBI ORS JOf LOodayAUOUWSS) MSIA 0} J3QUINN JaX00Q U0 YoiD FLON

I SUOS|T JO SSIRY UO Ssiswojsng Buusisiy JeN yim senss| Aojejnbay jo uojeluasaid 5102 sreuoissiwwo?) Ay Atoje|nbay Jo UORBIOOSSY [BUOHEN INAUVYN
2201 1500 Juswaoe|dey SINPPNNSELU] 0} ISpR JUB] Jo Ipny 3474 0 Jo WwoQ 9dISS 2l[and/ 0D WbIT sen uobulysep| 2a uolBuysem
6L€-GNS BIZ-M uBisaq s)ey PuUe 29IASS 4O }S00 SSBID - YPNY 3SBD 9jey Loz pung [eba SSd/sallinn enby| euljore LHoN
VISP ONd ubisaq ajey pue adIAISS JO 150 SSB[D - JIpNY 3se) iy 10T "USSY SISMOJD) UONOY souawme IS/sein puellieys
€066 AND uBisa( ajey PUE 29IAI3S JO 1500 SSBID - IPNY 3SBY 9y 6002 OV sexa [/AB1aug Juiod Jajus) sexayl
ONN-13-€2Z0-20 | (s19p1y dd<) 1Mo PESELRING B (3N JO UPNY JusweBEUE|y pasnaod 600C oIYQ Jo uoissiwwoY SAMINN dMand/eiyO-ABieul axng
HIv-v9-080+-20 uBisa(] @ey PUB 20IAI9S JO }SOD SSEID - JIPNY ase) a1y 8002 [2Sunos s1aWNsUOY olyO/oIQ jo Aanljeq ABlaug usioep
HIV-SM-16£0-60 uBisaq ejey pue 201G JO JSO SSEID - PNy ase) sjey oLoz |asuno) siswnsuo) oo/ uedwon) JejeA, UBSUSWY-OIYO oo
LS¥0-N-01 suonoesue. | pue sdiysuohefey SielfiLY 4o JIpny Loz 0Sd MOA MEN/PLS) [eUOHEN YI0A MON
1N-15€00-60 010Z PUE 600C 10} S}S0D [9N4 Jo Jipny [eloUBUL oloz Qd 0OXSN MIN/ 0D IS Dl|ghd UIBISSMYINOS|  OJIXI MIN
9550-90 soopoeld Buiseyaind seo o Jpny Juswabeuepy 1002 *WWIOY 901aWIWOY sloulll/'so) seS) a10ys YUoN ® sojdosd siouy|||
81£2-600C uBisa( ayey pue $js0) eigemojly - bull4 Adnijueg A4 DY eweqely/elemaisep (weybujwig) LHunod uosiayar ewreqely
T000091 uBisaq] @1y % ApNiS 8OINBS JO 150D SSB|D ‘ased ajey ‘Snusasy - Jpny ase) aiey 910z Y 29sS8UUS | [1IaMod Hodsbury 8 43y
¥Z000-GF AiaA0D3Y 9)BY PUE S)SOQ UWLIOIS JO JIpNY 5102 OY 998SaUUS | {Iamod podsBuny ' d3v
Zro00-S1 Auedwo) se) ANSE O JIeYSq Uo ase) siey Jo Uoliejuasald sLoZ Mo g/Auedwo) sed pmed
5010091 uBisa ayey ‘sbujig dn-eni| 9 196png jo 1pny - uolelnGay sAnewS)lY  /10Z510T o)y aassauua | juolelodio) ABJaug sowpy
oFL00PL _,hm_moo 2)ey pue aseq ajey 'sasuadx3] 'O 'senuanay - JIpny ased sjey 7102 9y eassauua | juonelodio) ABisug sowyy
ZT000-v1 Xe| awodu| [elapad palaeq paje|nwnody Jo Jpny 102 oY aassauus | fAuedwo)) ses [einjeN uowpald
9800071 SJS00) BINONUISENU| SBS) [BINEN passaldwo) jo A1ancoay 1o Jipny 102 oY 99ssauua | fAuedwoy Seo [eIneN juowpatd
ot100-9L ubisaq syey 'sbuljid dn-enu | g 1o6png Jo NpnY - uone|nbay aARBWISYY  LL0Z-EL0Z OV #3ssauUs |j/Auedwo) ses) [einieN juowpald
9Z100-91 ubisa a)ey ‘sbulji4 dn-snu| g }9bpng jo ipny - uonenbey aAnewsslly /LL0Z-€L02 )Y @assauus | jAuedwo?) JSJEAA UEDLBWY-385SaUUR ]
BY000-21 ubjse( a1ey pUE ApN}S 8DIAISS JO }S0Q SSB[) '‘9sBd 9)eY ‘'SaNUdASY - Ipny asel) ajey FANTA )y 99s50UUS | JAUBdWOY) JSJEAN UBOLISLIY-99SSaUUD |
PPIO0-FL ubisa a1y @ ApniS 99IAI9S JO SO SSBI) 'anuUaAsy - Iphy 8se) 9 ey Loz 9y 99ssauua | /Auedwo) seo [BinjeN Juowpald
6veL-aH oInje|sibo aie)S @assauUs ] U} 910j9q SIas( SES) [eInieN [ewysnpu] Joj uosiadseyods 6002 VIND/Uohe oSSy siainoenuely eGooueneyD
15200-50 lenuey uoneoo]ly S0 Jo PNy 6002 S319/s90I9g [ehuassg N1 [osug
S0L00-20 dnoug) Jousnssp| [eulsnpu Joj ubissap sjey 2002 dnols) uonuaalaiu| sowyy/uonhesodio) ABieug souy
Z8100-50 sapimn enby Jo |eysaq uo ase) aley Jo uolejuasald 9002 sanin enby/samin enby @assauua}l
ivied mhmEomso JUe|3 Jayjo uo Apisang Jejal 19N Jo edu] Jo) UByNSUOY [eaNUYoR L [A%:74 0Sd eueisinoT/seRlin dL§03[3 BuelsinoT
185265 X8ju3 julodiejued Jo 80T - 200Z Wol) sbullld Yod o Jpny (12014 0Sd euelsino/ABisuz julodiauag
¥E5CES BPHY Juiogloeg 4o 800T - Z00Z Woyy sBullly yod Jo upny 1102 0Sd euelsino/ABiau3 juloglajuag BUEISINOT
420Q Juswubissy 1ea ) Josuodgj/Auedwosn aqns
sase) pojogfes

VdO ‘AeAON °H WEIIM 10} AI0}SIH SSOUIM
ONILT mZOU Z:B




ATTACHMENT WHN-2

Kingsport Power Company
Service Reliability Profile
2013 - 2017



KINGSPORT POWER COMPANY Attachment WHN-2
Service Reliability Profile - Selected Data
SOURCE: Company Response to Consumer Advocate Discovery Request 1-8.

2013 2014 2015 2018 2017
OUTAGES (Including Major Storms):
Maijor Storms 4 2 0 1 0
Major Storms Impacling > 100,000 Customers ] 0 0 o} 0
Number of Qutage Events 2,309 2,129 2,201 2,226 1,871
Minimum Time for an Outage Event to Qualify as a Sustained Outage (min ) 6 6 6 6 6
Average Number of Hours For Full Restoration Per Eventl 6 3 3 4 3
Total Customer Hours Out 496,264 235273 167,627 267,017 186,388
Customer Hours Out — Trees 214,263 86,603 63,048 119,039 87,120
Customer Hours Out — Weather 141,918 17,764 7,056 43,228 6,749
Customer Hours Qut — OH Mat'l 45,334 76,691 44770 48,402 27130
Customer Hours Out — Misc. 6,164 7,533 4,028 6,498 12,198
Customer Hours Out — Public 22,933 12,961 18,325 16,183 16,183
Customer Hours Out — Bulk Pwr. 10,592 6,431 0 4,944 12,517
Customer Hours Out — Company 55,060 27,290 20,300 28,724 23,468
Number of Customers with greater than 10 Outages 22 29 157 10 5
Number of Customers with 7-10 Oulages 1,186 1,380 803 653 523
Number of Cuslomers with 4-6 Oulages 8,661 5,071 4513 8,921 3,849
Number of Customers with 1-3 Oulages 28,726 27,980 24757 30,134 27,675
Number of Cusiomers with 0 Qutages 8,648 12,756 17,072 7,927 16,034
1st Major Cause of Outages Veg Inside RoW Veg Inside RoW Veg Inside RoW  Veg Inside RoW  Veg Inside RoW
2nd Major Cause of Outages Equipment Equipment Scheduled Equipment Equipment
3rd Major Cause of Oulages Scheduled Scheduled Equipment Scheduled Animal
4th Major Cause of Oulages Animal Animal Animal Animal Scheduled
5th Major Cause of Oulages Veg Outside RoW Veg Oulside RoW Veg Outside RoW Veg Outside RoW Veg Outside Row
OUTAGES {Excluding Major Storms):
Number of Outage Events 2,005 2,067 2,201 2,129 1,871
Average Number of Hours For Full Restoration Per Event 8 3 3 4 3
Total Customer Hours Out 496,264 235,273 167,527 267,017 186,388
Customer Hours Out — Trees 54,884 70,753 63,048 84,396 87,120
Customer Hours Out — Weather 12,289 2,878 7,056 23,545 6,749
Customer Hours Out — OH Mat'| 35,498 42,564 44,770 47,788 27,130
Customer Hours Out — Misc. 5,650 7,458 4,028 6,498 12,198
Customer Hours Out — Pubilic 17,459 12,442 18,325 16,183 17,207
Customer Hours Out — Bulk Pwr. 7,790 6,431 0 4,944 12,517
Customer Hours Out — Company 41,773 27,290 20,300 268,642 23,468
Number of Customers wilh greater than 10 outages <] 29 167 8 5
Number of Customers with 7-10 Oulages a3 1,328 803 473 523
Number of Customers with 4-6 Outages 5,507 4,024 4513 7,918 3,849
Number of Customers with 1-3 Outages 27,536 28,193 24,757 30,082 27,675
Number of Customers with 0 Oulages 13,860 13,841 17,072 9,164 16,034
4st Major Cause of Outages Veg Inside RoW  Veg Inside RoW  Veg Inside RoW  Veg Inside RoW  Veg inside RoW
2nd Major Cause of Outages Equipment Equipment Scheduled Equipment Equipment
3rd Major Cause of Outages Scheduled Scheduled Equipment Scheduled Animal
4th Major Cause of Outages Animal Animal Animal Animat Scheduled
Sth Major Cause of Outages Veg Outside RoW Veg Outside RoW Veg Outside RoW Veg Outside RoW Veg Outside Row
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KINGSPORT POWER COMPANY Attachment WHN-2
Service Reliability Profile - Selected Data
SOURCE: Company Response to Consumer Advocate Discovery Request 1-8

2013 2014 2015 2016 2017
INDICES EXCLUDING MAJOR STORMS: (Distribution only):
SAIDI Actual (minutes, excl. major storms) 186 199 193 248 211
SAIFI Aciual (interruptions, excl. major storms) 1 1 1 2 1
CAIDI Aclual (minutes, excl. major storms) 136 144 148 151 169
CTAIDI Actual (minutes, excl. major storms) 277 279 302 307 317
Actual Service Availability (%, excl. major storms) 1 1 1 1 1
INDICES WITH NO EXCLUSIONS: (Distribution only):
SAIDI Actual (minutes, incl. major storms) 599 240 193 317 211
SAIF| Actual {interruptions, incl. major siorms) 2 2 1 2 1
CAIDI Actual (minutes, incl. major storms) 317 157 148 182 169
CTAIDI Actual (minutes, incl. major storms} 734 328 302 361 317
Actual Service Availability (%, incl. major siorms) 1 1 1 1 1
INDICES EXCLUDING MAJOR STORMS: (Total Distribution and Bulk Power):
SAIDI Actual (minutes, excl. major storms) 223 216 200 267 233
SAIFI Actual (interruptions, excl. major storms) 2 2 1 2 1
CAIDI Actual (minutes, excl. major storms) 137 144 145 138 172
CTAIDI Actual (minutes, excl. major storms) 315 304 313 331 349
Actual Service Availability (%, excl. major storms) 1 1 1 1 1
INDICES WITH NO EXCLUSIONS: (Total Distribution and Bulk Power)
SAIDI Actual (minutes, incl. major storms) 630 299 200 336 233
SAIF] Actual (interruptions, incl. major storms) 2 2 1 2 1
CAIDI Actual (minutes, incl. major storms) 289 178 148 165 172
CTAIDI Actual (minutes, incl. major storms) 772 410 313 403 349
Actual Service Availability (%, incl. major storms) 1 1 1 1 1
TREE-RELATED DATA (Excluding Major Storms):
Tree Outage Events 657 716 687 820 790
Average Number of Hours For Full Restoration Per Tree Event 3 4 4 4 4
Range for Full Restoration (shortest, longest) 6101572 7 to 1422 8o 1381 6to 2172 81to 1350
Tree SAIFI Actual 0 1 0 1 1
Tree SAIDI Actual {minutes) 70 90 80 106 109
Total Tree Trimming Compilaints (Trimming Report to TPUC) 0 0 2 1 1
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