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James C. Watkins, of lawful age, on his oath states: that he has participated in the
preparation of the following Rebuttal Testimony in question and answer form, consisting
of pages of Rebuttal Testimony to be presented in the above case, that the answers
in the following Rebuttal Testimony were given by him; that he has knowledge of the
matters set forth in such answers; and that such matters are true to the best of his

knowledge and belief.

J ames C. Watkins
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Please state your name and business address.

A. My name is James C. Watkins and my business address is Missouri Public
Service Commission, 200 Madison Street, P. O. Box 360, Jefferson City, Missouri
65102.

Q. Are you the same James C. Watkins that filed direct testimony in this case
on October 18, 2005?

A. Yes.

Q. What is the purpose of your rebuttal testimony?

A. I have reviewed the direct testimony of Barbara Meisenheimer, on behalf
of the Office of the Public Counsel, and the direct testimony of Maurice Brubaker, on
behalf of Federal Executive Agencies (FEA), Sedalia Industrial Energy Users’
Association (SIEUA) and St. Joe Industrial Group (SJIG). The purpose of my testimony

is to respond to the direct testimonies of Ms. Meisenheimer and Mr. Brubaker.
Rebuttal to Ms. Meisenheimer

Q. Would you please summarize Ms. Meisenheimer’s direct testimony?
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A. Ms. Meisenheimer presents the class cost-of-service study results and rate

design recommendations that she filed in Aquila’s current “rate design” case, Case No.

EO-2002-384.
Q. What is your response to Ms. Meisenheimer’s testimony?
A. Ms. Meisenheimer has not raised any new issues that I have not already

addressed in Case No. EO-2002-384. The Staff expects that those issues will be resolved
by the Commission in Case No. EO-2002-384. It is not the Staff’s intention to relitigate

those issues in this case.
Rebuttal to Mr. Brubaker

Q. Would you please summarize Mr. Brubaker’s direct testimony

A. Mr. Brubaker repeats his recommendations made in Case No. EO-2002-
384 regarding the implementation in this case of interclass revenue adjustments. In
addition, he addresses the allocation and tracking of fuel costs associated with an Interim
Energy Charge (IEC).

Q. What is your response to Mr. Brubaker’s testimony?

A. I have already addressed in Case No. EO-2002-384 Mr. Brubaker’s
recommendation regarding the implementation of interclass revenue adjustments. The
Staff expects that those issues will be resolved by the Commission in Case No. EO-2002-
384. It is not the Staff’s intention to relitigate those issues in this case.

The issue of allocating and tracking fuel costs associated with an IEC is a new
cost allocation issue that he did not raise in Case No. EO-2002-384.

Q. What is Mr. Brubaker’s proposal for allocating fuel costs associated with

an IEC?
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A. Mr. Brubaker proposes that those fuel costs be allocated on an equal-
percent-of-revenue basis. (Brubaker Direct, p. 5, 11. 1-6.)

Q. How did Mr. Brubaker propose to allocate fuel costs in Case No. EO-
2002-384?

A. Mr. Brubaker proposed that fuel costs (production-energy costs) should be
allocated on an equal-cents-per-kilowatt-hour basis. (Brubaker Direct, Case No. EO-
2002-384, p. 16, 1l. 7-14, Brubaker Rebuttal, Case No. EO-2002-384, p. 13, 11. 1-13.)

Q. Is there a need for an allocation methodology for fuel costs in this case
that is inconsistent with the allocation methodology used for fuel costs in Case No. EO-
2002-384?

A. That is the logical conclusion, if you assume that the proper amount of
fuel costs to be used to determine interclass revenue adjustments is the amount of fuel
costs included in permanent rates in Aquila’s last rate case, Case No. ER-2004-0034, but
any rate increase due to increased fuel costs, or any other factors, should be implemented
in this case by an equal percentage increase to the revenues of every class.

Q. Are these reasonable assumptions?

A. No. Mr. Brubaker has not justified why using revenue and cost data,
which is limited to the amount of fuel costs included in permanent rates and is based on
data from calendar year 2002, updated through September 30, 2003, is an appropriate
basis for determining interclass revenue adjustments in this case. Furthermore, even if
that data were appropriate for determining interclass revenue adjustments for permanent

rates, it does not follow that fuel costs above the level included in permanent rates should
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be allocated on an equal percentage basis to maintain the interclass revenue adjustments,
when only one element of cost of service is included in an IEC.

Q. How should fuel costs included in an IEC be allocated to and recovered
from each customer class?

A. Since the fuel costs in the IEC are the amount of fuel costs in excess of the
amount recovered in permanent rates, fuel costs included in an IEC should be allocated
and recovered on an equal-cents-per-kilowatt-hour basis (adjusted for losses).

Q. Is this position consistent with using an hourly time-of-use (TOU)
allocator to allocate the amount of fuel costs to be recovered in permanent rates?

A. It is not inconsistent because both methods are based on the principle that
energy costs are related to energy usage.

Q. Why is an equal-cents-per-kilowatt-hour basis appropriate?

A. It is appropriate primarily because the purpose of an IEC is to provide for
recovery of increases in fuel and purchased power expense that are related to increases in
fuel and purchased power prices that increase the cost of energy on a cents per kilowatt-
hour basis. It is not designed for the recovery of higher fuel and purchased power
expense that is related to increased sales. These costs are recovered in permanent rates.

Q. Do you have any further testimony at this time?

A. No.
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