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Good afternoon. It’s my pleasure to be here today to represent the Kentucky 

Public Service Commission and to describe for you Kentucky’s evolving 

approach to the issue of electric distribution system reliability. 

 

Before I became a utility regulator, I was a country lawyer in eastern Kentucky – 

the fourth generation in a family law firm. Back then, when the lights went out at 

my home in Harlan, I usually tolerated the inconvenience and accepted it as part 

of the price of living in a particularly captivating, if somewhat remote part, of a 

beautiful and largely rural state. The occasional tree falling across a power line 

was nothing to get upset over. Unless, of course, the tree happened to fall during 

a University of Kentucky basketball game. In those instances, having no 

electricity became a crisis of unimaginable proportions - one which I and my 

neighbors were unable to tolerate for more than a nanosecond. 

 
So it always seemed to me that any person’s response to a power outage is 

largely a matter of perspective – determined not only by the circumstances of the 

outage itself, but by the individual customer’s circumstances as well. In my case, 

if the power went out during a basketball game, and my dad had power, well, 

then it became time for some unscheduled father-son bonding. 

 

Of course, taking the helm of a state utility regulatory commission has a way of 

altering your perspective on many things.  Power outages and electric reliability 



are near the top of the list. In the last two and a half years, I have found that few 

things get the public’s attention as completely as a lengthy power outage or a 

persistent reliability problem. As a regulator, I have an obligation to be 

responsive to those public concerns. 

 

At the same time, regulators also are charged with ensuring that rates remain 

reasonable, that utilities are financially stable and that we do not create unduly 

burdensome regulations. It is a balancing act that, in a state such as Kentucky, 

can pose some particularly complex challenges. 

 

What I intend to do today is to describe for you some of those challenges, explain 

why Kentucky has not imposed reliability standards and tell you little bit about 

some changes that we may be making in the very near future. 

 

Kentucky is an incredibly diverse state in terms of geography and topography. 

Our Commonwealth stretches more than 400 miles from east to west, from the 

rugged Appalachian Mountains to the flat bottomlands of the Mississippi valley. 

Along the way are the rolling hills of the Bluegrass horse country, the limestone 

hills and bluffs along our many rivers, and the sinkholes and caverns of the 

Mammoth Cave area. Although three major metropolitan and several smaller 

areas are largely or entirely within Kentucky, we are still very much a state of 

smaller towns and rural areas. 

 

Our jurisdictional utilities reflect that diversity. We have four investor-owned 

utilities, two of them sister companies. There are two generation-and-

transmission cooperatives that serve 19 distribution cooperatives. In addition, 

there are three rural electric cooperatives that, because they are part of the 

Tennessee Valley authority system, do not fall under PSC jurisdiction, as well as 

several dozen municipal electric utilities that are exempt from PSC regulation. 

  

The jurisdictional utilities serve very different customer bases. 



 
In eastern Kentucky, the dominant utility is Kentucky Power, which is part of the 

American Electric Power system. Its service territory is almost entirely within the 

mountains, predominantly rural and includes some of the most challenging 

terrain in the state. Not only is there very little flat land, but most of it is forested. 

 
Two of our utilities serve primarily urban and suburban areas. Both are also the 

only two regulated utilities that have both electric and gas operations. Louisville 

Gas and Electric Company, as the name suggests, serves our state’s largest city 

and suburbs in neighboring counties. A substantial portion of its system is 

underground, both in the urban core and in newer suburban areas. 

 

Duke Energy Kentucky, until recently known as Union Light, Heat and Power, 

serves the counties on the Kentucky side of the Ohio River in the greater 

Cincinnati area. The service area shares many of the characteristics of Louisville 

Gas and Electric. 

 

Kentucky Utilities Company is the sister company to Louisville Gas and Electric 

within E.ON US. It has a service territory that extends into 77 of Kentucky’s 120 

counties. (Let me just note here, parenthetically, that one of the biggest 

challenges we face during storms that cause widespread outages is dealing with 

the multiplicity of local officials who are desperately seeking information about 

when power will be restored.) The Kentucky Utilities service territory includes one 

large metropolitan area – Lexington – and a host of smaller communities and 

rural areas. In general, the Kentucky Utilities service territory is not as 

topographically challenging as the Kentucky Power service area, and the 

customer base is not as widely dispersed. 

 
If you are looking for utilities with widely dispersed customers, visit some of 

Kentucky’s rural electric cooperatives. By their very nature, these utilities tend to 

have fewer customers per mile of distribution line than any others. They also tend 



to have fewer resources at their disposal in the event of widespread outages, in 

part because the larger utilities often have first call on local contract crews. 

 

As you might expect, each of these utilities faces its own set of reliability-related 

issues. 

 

Infrastructure in urban areas is aging, sometimes in unexpected ways and in 

unexpected places. For example, in the 1990s Louisville Gas and Electric was 

forced to replace most of the underground utilities in a neighborhood of several 

hundred homes. It was not, as you might expect, aging cable in the central city. 

Rather, it was a suburban subdivision in which the developer had constructed the 

utility system in the 1970s before turning it over to the utility. The system – not 

built to proper standards – began to fail not a decade later, leaving the utility to 

address the problem. 

 
Underground utilities are a recurring theme for companies serving urban areas – 

arising most often in the wake of a storm that brings trees down across wires. 

Then the inevitable demands to bury distribution lines often come from the same 

customers who vigorously resist any effort by the utility to aggressively manage 

vegetation along their rights of way. Public resistance to removing vegetation 

near overhead lines is particularly strong in historic older neighborhoods in 

Louisville and Lexington. Not surprisingly, these areas often bear the brunt of 

storms. 

 
One example is the small city of Anchorage, in the Louisville metro area. A 

community of wooded lots and tree-lined lanes, Anchorage has a strict tree 

protection ordinance that requires homeowners to obtain permission before 

removing any tree of any size from their property. As you might expect, this is not 

a community that embraces tree trimming crews from the local utility. You also 

will not be surprised to learn that, when severe storms hit the Louisville area in 



the summer of 2004, Anchorage sustained some of the most severe damage and 

had some of the lengthiest restoration times. 

 
 
Maintaining existing infrastructure has not been the only reliability issue facing 

utilities in Kentucky’s urban areas. Construction of new facilities also can create 

opposition. Utilities have had difficulties in locating new substations. Louisville 

Gas and Electric fought a protracted legal battle to construct a new line to serve 

a fast-growing area of the city’s suburbs. Fortunately, the issue was resolved 

before the utility was forced to curtail service to forestall widespread outages 

during times of peak demand. 

 
The challenge for Kentucky’s rural utilities is one largely of topography, 

particularly in the eastern part of the state. Maintaining distribution facilities that 

may be miles from the nearest paved road, in mountainous and wooded terrain, 

requires a substantial commitment of personnel and money. Unlike urban 

residents, those living in rural areas want more vegetation management, not less. 

Because it is often far from populated areas, rural utility infrastructure also may 

be more prone to theft or vandalism, which can impact reliability and certainly 

add to maintenance costs. 

 

Given this diversity in service territories and reliability challenges, one can 

imagine the difficulty in applying a single set of reliability standards to Kentucky’s 

electric utilities. Parameters such as System Average Interruption Duration Index 

(SAIDI), System Average Interruption Duration Frequency Index (SAIFI) or 

Customer Average Interruption Duration Index (CAIDI) are useful tools for 

measuring reliability. But a level of reliability that is relatively easy to attain in an 

urban setting may pose a higher hurdle for a utility serving a widely dispersed 

customer base in a mountainous rural area. A one-size-fits-all approach to 

reliability would not be appropriate. 

 



For that reason, the Kentucky Public Service Commission not only has not 

applied reliability standards on a statewide basis, it has not set standards on a 

utility-by-utility basis. Instead, the Commission has taken a case-by-case 

approach to reliability. 

 
For example, several years ago the Commission became aware of persistent 

reliability problems in a portion of the Kentucky Power service area around 

Hazard, in the southeastern part of Kentucky. As a way of addressing the issue, 

the Commission ordered a focused management audit of the utility’s operations 

in that area. The focused management audit is a tool that enables the PSC, 

drawing on outside expertise and in cooperation with the utility, to identify the 

sources of a problem such as insufficient reliability and to suggest ways that it 

can be rectified. A focused management audit, because it is not an adversarial 

proceeding, can allow the PSC to obtain the necessary operational 

improvements and achieve the desired result in a more expeditious fashion. That 

is what occurred in this instance. 

 
The Kentucky PSC also does not require utilities to report on their reliability 

performance. Under an order approving their purchase by E.ON, Louisville Gas 

and Electric and Kentucky Utilities are required to provide SAIDI and SAIFI 

figures for each of their substations, but other companies do so only is response 

to specific requests. 

 

This voluntary approach has generally served Kentucky reasonably well. But it 

does have two significant shortcomings. The first is a lack of information. Without 

centralized reporting of uniform data, the PSC has no way to assess trends or 

detect emerging issues. Secondly, without at least some baseline measure of 

acceptable reliability, whether for each utility or for all, it is difficult to make an 

informed judgment about when an unacceptable level has been reached. 

Instead, the PSC is left with an “I know it when I see it” approach that relies 

largely on customer complaints as a first line of surveillance. 



 

In recent years, three events have prompted the Kentucky Public Service 

Commission to revisit the question of reliability reporting and standards. 

 
The first was a massive ice storm that struck central and northeast Kentucky in 

February of 2003. Thankfully, I was not yet on the Commission, but the PSC staff 

who were involved assure me that it was not a pleasant situation. 

 
The storm dropped as much as two inches of ice in a broad swath extending 

from Lexington eastward to the state line. It knocked out power to more than 

281,000 customers – well over half a million people. Many of those customers 

were without power for at least a week. Hundreds of utility crews poured into 

Kentucky from the south and Midwest to assist in the restoration effort. Even with 

that commitment of resources, full restoration of power in Lexington took two 

weeks.  

 
Several rural electric cooperatives had to restore power to the majority of their 

customers, some of whom were without electricity for a month. Before it was all 

over, utilities in Kentucky, including telephone companies, had replaced 3,109 

poles and 799 transformers. The total cost of restoration was about $35 million. 

 
In the aftermath of the storm, the PSC conducted a detailed review. In some 

respects, the analysis provided few surprises. The storm was unusual in its 

severity, and it simply would not be practical for a utility to maintain the resources 

needed to respond to such an event without calling for outside help. Nor would it 

make sense to build infrastructure to a level of robustness to withstand the ice 

loadings experienced during the storm, or to maintain rights of way so wide that 

no tree would ever fall across a distribution line. 

 

The Commission staff made some specific recommendations with respect to pole 

inspection programs, engineering criteria for bundled conductors on primary feed 



circuits, right-of-way inspection and other operational matters. In the months 

following the storm, utilities implemented a number of changes, notably the 

initiation of a more efficient outage-management system by Kentucky Utilities. 

 

The largest lesson learned from the storm was the need for improved 

communication at every level, but primarily between utilities and their customers. 

Customers who were literally sitting in the dark became frustrated and angry 

when they also were kept in the dark about the extent of the damage and the 

expected time for restoration of power. The PSC’s report made a number of 

recommendations on how to improve the flow of information from utilities to 

customers, local elected officials and emergency responders. 

 

Those recommendations were put to the test in 2004, when Kentucky 

experienced a summer of severe storms that, by the time it was over, had 

touched every part of the state. One of the worst hit Anchorage, that Louisville 

suburb that is so justly proud of its trees. Some residents were without power for 

a week or more. 

 

Following the storm there was, as is so often the case, some enthusiasm on the 

part of residents for burying power lines. And, as is also usually the case, the 

enthusiasm waned once the financial and other implications became apparent. 

We did not, however, hear any call for more aggressive vegetation management. 

 
The PSC also has moved to make outage information more accessible to 

emergency responders, local officials, the news media and the public. We began 

by smoothing the flow of information coming to the Commission, making it easier 

for us to compile and convey. This was accomplished by setting up a system that 

allowed utilities to file their mandatory outage reports (any outage affecting 500 

or more customers for at least four hours) online rather than by telephone, 

initially via an e-mail system, and subsequently through a web portal on the PSC 



Web site. The electronic filing allowed the information to be automatically relayed 

to those who needed it. 

 

Just a few weeks ago, the system was further refined. Outage reports now go 

directly to a Web page that is open to public view. Anyone who needs the 

information can view it as soon as it is received by the PSC. This is a significant 

step forward in making outage reports available to the public. 

 

At present, only jurisdictional electric utilities are using this system, but we hope 

to expand it to other regulated utilities. It is also available to non-jurisdictional 

utilities that wish to participate. 

 
The other noteworthy event during the summer of 2004 was, of course, the great 

August blackout. Although it was caused by transmission problems and even 

though it did not extend into Kentucky, the blackout nevertheless contributed, 

albeit indirectly, to a re-examination of distribution reliability in our state. 

 
The PSC’s initial response to the blackout was to conduct a study of transmission 

reliability issues in Kentucky. That study was followed in 2005, by a broader look 

at our electric infrastructure as part of a far-reaching initiative by Governor Ernie 

Fletcher to develop a comprehensive energy strategy for Kentucky. 

 

The study focused largely on generation and transmission needs, but also 

examined distribution system adequacy. It reached several conclusions: 

• A single statewide reliability is probably not appropriate. 

• Standardized criteria should be used by individual utilities to set 

benchmarks, to identify those portions of the distribution system with 

poorest reliability and to plan corrective actions. 

• Standardized criteria should be applied in a uniform fashion, in order to 

permit comparisons among utilities. For example, exclusion of major 

events should be done in a consistent manner. 



• Uniform vegetation management parameters should be considered. 

 

In light of these events and studies, the Kentucky Public Service Commission 

several months ago began a staff-level assessment of the options available to 

better monitor electric distribution system reliability and to improve that reliability. 

Based on that assessment, the Commission is opening an administrative 

proceeding that initially will examine how utilities in Kentucky track distribution 

system reliability. As a first step, we need a full understanding of the ability of 

each utility to collect and monitor reliability information, how detailed that 

information can or should be and how often it should be collected. Only then can 

we move on to issues like setting reporting requirements, the public availability of 

reliability information and, as a final step, the implementation of reliability 

standards. 

 

While we are at a very early stage in this process, I can tell you that if Kentucky 

does adopt reliability standards, they are likely to follow two basic principles: 

• Standards for each utility should reflect that utility’s unique operational 

circumstances. 

• Standards should be based on performance, not activity. In other words, 

the frequency and width of right-of-way clearing is less important than the 

effectiveness of vegetation management operations as reflected by 

system reliability. 

 

Setting utility-specific standards is a more complex and difficult exercise than 

setting a uniform standard for all companies. However, it is the only fair and 

sensible approach in a state such as Kentucky, in which the operating 

environments for individual utilities vary so dramatically. 

Finally, if we do go the route of adopting standards, we will then face the 

question of how those standards should be enforced. Do we want a voluntary 

approach, in which the enforcement mechanism is public disclosure and 

consequent public pressure from customers and local governments?  Or should 



we opt for a penalty-based approach that creates financial disincentives in the 

form of rebates to customers should a utility fail to attain certain reliability levels? 

And, if we were to opt for the latter approach, how much flexibility or discretion 

should the Commission have in order to account for unique circumstances or 

events? And would such flexibility ultimately undermine the credibility of any 

enforcement mechanism? 

 

Interesting questions all, and ones that I know the Kentucky Public Service 

Commission will be wrestling with in the months and years to come. Perhaps I 

can update you on our progress at some point in the future. 

 

I thank you for your attention and invite your questions and comments. 


