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BEFORE THE PUBLIC SERVICE COMMISSION
OF THE STATE OF MISSOURI
REBUTTAL TESTIMONY OF JERRY G. BOEHM
ON BEHALF OF AQUILA, INC,
D/B/A AQUILA NETWORKS-MPS AND AQUILA NETWORKS-L&P A
CASE NO. ER-2005-0436

1 Please state your name and business address.
2 My name s Jerry G. Boehm. My business address is 10750 East 350 Highway, _Kansaé
3 City, Missouri, 64138.
4 Are you the same Jerry G. Boehm who submitted direct tt;:stimony in this case on behalf
5 of Aquila Inc, (“Aquila™) before the Missc;uri Public ‘Service Commission
6 (“Comimissiony? 4—*—*;:#;%%4f—-.: e e g e RS
A Y e
8 . What is the purpose of your r?EliEiljﬂSMﬂY” A
9 The pu;pose ;)f -my-xgel;u_t-tal testunony is ;[0 atc;c;r::s;ﬂ;e ;eci;;;(;yiof Commission
10 Staff (“Staff™) witnesses Lena M. Mantle and Graham Vesely. My rebuttal will also
11 address the;, direct testimony of Cal;iin,é Central witness, Michael C. Blaha.
12 How is your rebuttal testimony orgénized?
13 I will address concerns with the following subj-ects:
14 - Staff witness Lena M. Mantle Testimony — Resource Planning
15 - Staff Witness Graham Vesely —~ Termination of C. W. Mining C;)ntract
16 - Calpine Central, L';P., witness Michael C. Blaha Testimony — Harper (“South '
17 Harper”) Peaking Facility | |
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RESOURCE PLANNING

Rebuttal of Staff Witness Lena M. Mantle

Do you agree with Staff expressing concern that Aquila may become overly dependent

upon purchase power agreements (“PPA”), and that Aquila should have built five
coﬁbuﬁion turbines?

No.

Please explain.’

Under the current. Missouri Electric (Aquila Networks MPS and L&P) resource plan, the

2006 Total System Capaclty is forecasted at 2 123 MW (2 128 net 5 MW of sales) ThlS

P ._.........._...

plan will be me't wﬂh 81 4% (1 733 MW) of emstmg generatlon capaclty, 18. 6% (395

- 'M’\V‘)-of*capacﬁy”pl_lrchases.—*Tfl'le'*B%=MW~fof‘~=capac1ty1purchases *have been prudently

‘acquired incliiding 175 MW, 6f Sapacity contacts frof NPPDat ¢6al-based pricing and

20 MW of wind generation from the Gray County Wiﬁd Farm. The remaining capacity
purchase of 200 MW will éctuaﬁy fill the need for capacity reserves and will, therefore,
not represent an'ovcr—dcpendence on PPAs, This resource plan is heavily reliant on
owned generation, which should provide stability for Missouri consumers while also
taking advantage of a ‘buyers’ market. for PPAs. |

Do you believe Staff has the means to adequately analyze Aquila’s resource plans? 7

No. Given the volatility with the current gas prices and the resulting impact on the

- purchased power market, Staff needs a resource planning model like MIDAS GOLD to

thoroughly review and analyze the resource plans. Just as Staff uses RealTime to input
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our basic data bases and support their case, they need to use MIDAS GOLD to gauge the
impact of the gas prices and the related purchased power market on existing and proposed
resoﬁrces. Staff has the necessary skills and capabilities to work with MIDAS GOLD, and
a more prudent review could be accomplished if both the prévious and updated factors
could be included in their analyses. The widespread use of MIDAS GOLD in analyzing
Tesource plans and the resulting ‘Buy vs. Build’ decisions at other utilities (KCPL,
Empire, Ameren) further substantiates the need for Staff to become proficient with the

MIDAS GOLD model.

TERMINATION OF C.W. MINING CONTRACT

Rebuttal of Staff Wltness Graham Vesely
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Please descnbe the situation proposed by Mr. Vesely.

"Mt Vesely is propos ‘1‘5@3o's'iﬁ"g‘i{hﬁrc'-&a%o%ﬁfffa“ﬁa*-a“—"sirpiﬂi‘éﬁ}f&"‘ig-ﬁs~-1'oﬁger providing coal~

o should bc mcluded mthe Fate base—-~ SRR TTIEEE TR '_'___"

Do you agree with M. Vesely’s proposal?

:No.

Do you agree with the recommendations of Staff that the “bottom of the IEC built into
permanent rates be calculated using the price that Aquila would be paying for high~Btu
coal if the C.W. Mining éontract were still in effect according to its original terms™?
(Case No. ER-2005-0436, Direct Testimony of Graham A. Vesely, Pg. 14, Ln. 9).

No. Costé under the C. W Mining contract do not reflect actual costs that Aquila‘wili

incur in the period for which these rates will be in effect. Both Aquila and Staff have
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recognized that the C. W. Mining replacement costs are higher, but that alone cannot be a
reason to deny inclusion of the replacement costs in rates.

What reason does Staff provide for excluding actual costs while including terminated C. |

W. Mining costs?

Mr. Vesely states that the C.W. Mining costs represent a “more normal cost of business”

to Aquila than the “prices 1t is actually paying”. I disagree with any assumptions that this

is an acceptable reason for disallowance. The actual costs are the known and measurable
costs of fuel and are a component of the normal cost of business. The C. W. Mining costs

represent a scenario which no longer exists.

x-._.v [ G

. Iv"' - N o=t N 7..,, .....\., oy

. Aqulla is pursumg legal actlon agamst C W Mining. I-Iow does Aqulla propose o

account for any damages pa1d to Aqmla asa result of this process?

Fli'st we ave to acknowle‘dge*ﬂiaf'the”pro‘cess‘1tse1f 'm‘ay'take‘consxiierable'time'and has-

" no guaranteed or measurable ottcome= We “lso-believe that: any damages awarded should

benefit customers. Because the outcome of this process is not now measurabie there is
currently nothing to be included in proposed rates. However, Aquila witness Andrew
Korte will address pessible solutions for handling awarded damages so as to allow
customers benefit from any such damages received.

SOUTH HARPER PEAKING FAQiLITY '

Rebuttal of Calpine Witness Michael C. Blaha

Do you agree with the assumptions provided by Michael C Blaha, on behalf of

Calpine Central, L.P., in regards to the South Harper Peaking Facility?



10

11

13

14
15
16
17
18
19
20
21

22
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No. The presumption that South Harper is not cost effective and should have becn
supplanted_ with market purchases is not only incorrect but is based upon numerous
spectllative and highly debatab1¢ assumptions. It also directly conﬂicts with Staff witness
Lena Mantle’s opinion given in direct teétimony - ...t is the position of thé ‘Staff that
Aquila should have built five combustion turbines (CTs).” (CASE NO. ER—2005 0436,
Dlrect Testlmony of Lena M. Mantle, Pg 2, Ln 17)

Do you agree with Mr. Blaha’s analysis methods used to support his claims?

No. Mr. Btaha‘s analysis method may be useful to provide a rc:tugh estimate of the value

of a resource but it lacks the refinement needed to determine if a resource will be a

) __ber_l_eﬁt to the loads and resources for which it is apphed Spec1ﬁca11y, hlS ana1y51s

Bl i it i R sl v#-*-as*}m.-vg- R e S R A T
—,;L s 175_“ _ e ST s e - e : H sl

_._.4._‘7

compares the 1solated operatlons ofa combmed c:ycle umt with those of a CT It does not

‘ 'take"mtO"account"-dlspatchablhty-'or*umthmn—tnneswfhs—greatest—omlssmn- is that he-

- doesnEIE theAHE Tty performance” inder expected “houtly Toad and market

conditions. To do this Mr. Blaha would need to run a multi-unit production costing
program that simulates the hourly ctispatch of the Aquila Networks — MO system for at
least one year. Had he perfbtmed this important test he may have discovered the Aries
characteristic of having a lower heat rate would be outwei_ghed by its iﬁability to quit:k

start and its higher costs incurred for operating under daily short run time periods.

Do you agree with Michael C Blaha’s assertion on behalf of Calpine Central, L.P., that

Aquila did not provide any significant feedback to Calpitle’s proposals?
No. In evaluating the decision of whether to replace the Aries contract with owned

generation, PPAs, or some combination of both, we did a prudent review of the
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costs/benefits of all scenarios. This review included not only the tangible costs, but also
other factors such as the credit wor&ﬁneés of potential counterparties. While examining

offers for PPAs, we were in constant communication with Calpine to the extent

permissible given that it is a competitive bidding process and some information must

remain confidential.
Does this conclude your rebuttal testimony?

Yes.
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Jerry G. Boehm, being first duly swom, deposes and says that he is the witness who
- sponsors the aCcompanying testimony:entitled=Rebuttal Testimony.of Jerry. G..Boehm;” that said
testimony was prepared by him-and under his direction and supervision; that if inquiries were
made-as to the:facts-in:said-testimonysand; schedgﬂgas he: would-respond -as-therein set forth; and

that the aforesaid testlmony and schedules are true and correct 1o the best of his knowledge

information, and belief.

(Lotl, Gt

Jeny G. Boehm

Subscribed and sworn to before me thls ﬁa}' of %W

st

, 2005.

otary Puﬁlc J/
. Terry D. Lutes
My Commission expires:
£~ 20-200f o
| :@W 4.~ TERRY D, LUTES
2 Notary” “ 2 Jackson County
=, Saal ‘&% My Commission Expires
'9:,0f M\\?‘&“’ Augunt 20, 2008




