
      Exhibit No.:  
                                                                                                                Issues:  Turbine Valuation 
                                                                Witness:  Nancy Heller Hughes 
        Sponsoring Party:  Aquila Networks-MPS      
                                                                                                                           And L&P 
                     Case No.:  ER-2005-0436 
 
 
 
 
 
 
 
 
 
 
 

Before the Public Service Commission 
of the State of Missouri  

 
 
 
 
 
 
 

Surrebuttal Testimony 
 

of 
 

Nancy Heller Hughes 
 
 



 
  

 

 1  

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

 
 
 

BEFORE THE PUBLIC SERVICE COMMISSION 
OF THE STATE OF MISSOURI 

 
SURREBUTTAL TESTIMONY OF  

NANCY HELLER HUGHES 
 

ON BEHALF OF AQUILA, INC. 
D/B/A AQUILA NETWORKS-MPS AND AQUILA NETWORKS-L&P 

CASE NO. ER-2005-0436 

 
Q. PLEASE STATE YOUR NAME, OCCUPATION, AND BUSINESS ADDRESS. 

A. My name is Nancy Heller Hughes.  I am a Senior Director in the Seattle office of 

R. W. Beck, Inc.  My business address is 1001 Fourth Avenue, Suite 2500, 

Seattle, Washington  98154-1004. 

Q. PLEASE OUTLINE YOUR EDUCATIONAL BACKGROUND. 

A. I graduated from the University of Chicago with a Bachelor’s Degree in Business 

and Statistics in 1977.  I received a Master’s Degree in Business Administration 

at the University of Chicago in 1978. 

Q. PLEASE SUMMARIZE YOUR PROFESSIONAL EXPERIENCE. 

A. I have worked in the utility industry since 1977 specializing in utility rates and 

regulation, depreciation, and valuation, and have testified on these issues before 

state regulatory commissions, the Federal Energy Regulatory Commission 

(“FERC”) and courts of law.  From 1977 to 1982, I worked for Ernst and 

Whinney (now Ernst & Young) as a member of the firm’s utility consulting 

group.  In 1982, I joined the consulting and engineering firm of R. W. Beck where 

I am still employed.  Since 1988, a substantial part of my work has involved 
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appraisals and valuations.  I have performed appraisal studies to determine the 

value of a wide range of utility property including electric, water, wastewater, 

natural gas, pipeline, telecommunications and solid waste property.  These studies 

have been performed in connection with the sale and acquisition of property, 

eminent domain cases, property tax issues, and utility rate cases.  A record of my 

testimony experience is provided in Schedule NHH-1. 

Q. ARE YOU A MEMBER OF ANY PROFESSIONAL SOCIETIES? 

A. Yes.  I am an Accredited Senior Appraiser (“ASA”), in the Public Utility 

Discipline, by the American Society of Appraisers.  I am also a member of the 

Society of Depreciation Professionals. 

Q. ON WHOSE BEHALF ARE YOU TESTIFYING IN THIS PROCEEDING? 

A. I am testifying on behalf of Aquila, Inc. d/b/a/ Aquila Networks-MPS and Aquila 

Networks-L&P (“Aquila”). 

Q. WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS PROCEEDING? 

A. The purpose of my testimony is to support the appraisal performed by R. W. Beck 

of three Siemens Westinghouse Power Corporation (“SWPC”) 501D5A 

Combustion Turbines and Auxiliaries (the “Assets”) that is referred to in the 

surrebuttal testimony of Dennis R. Williams.  The Assets were originally 

purchased by MEP Investments, LLC (MEP), a subsidiary of Aquila Merchant 

Services (AMS), which is a subsidiary of Aquila.  The Assets were transferred to 

Aquila’s regulated subsidiary, Aquila Networks-MPS, in November 2004. 
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Q. IS A COPY OF THE R. W. BECK APPRAISAL REPORT ATTACHED TO 

YOUR TESTIMONY? 

A. Yes.  A copy of the R. W. Beck, Inc., report “Limited Appraisal of Three SWPC 

501 D5A Combustion Turbines and Auxiliaries,” prepared for Aquila, Inc., 

November 22, 2004 is attached as Schedule NHH-2. 

Q. PLEASE DESCRIBE THE R. W. BECK APPRAISAL. 

A. At the request of Aquila, R. W. Beck performed a limited appraisal to determine 

the estimated fair market value of the Assets.  The date of valuation used in the 

appraisal was November 2004, the date that the transfer of Assets took place from 

Aquila’s unregulated subsidiary to its regulated subsidiary.   

Q. DID YOU PARTICIPATE IN THE APPRAISAL? 

A. Yes, I did.  I was the Accredited Senior Appraiser on the project and reviewed the 

work that was performed. 

Q. WAS THE R. W. BECK APPRAISAL PERFORMED IN COMPLIANCE WITH 

THE UNIFORM STANDARDS OF PROFESSIONAL APPRAISAL PRACTICE 

(“USPAP”)? 

A. Yes, our appraisal was performed in accordance with USPAP.  Since only the 

Cost Approach and Market Approach methods to valuation were performed, the 

appraisal was a limited, restricted use appraisal as defined by USPAP.  As 

discussed in our appraisal report, the Income Approach was not used because the 

combustion turbine units were not yet installed and could be moved to almost any 

location making it difficult to project revenues given the variation in electricity 

prices throughout the United States. 
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Q. PLEASE SUMMARIZE THE RESULTS OF THE R. W. BECK APPRAISAL. 

A. Based on the results of the analyses performed and described in our appraisal 

report, we are of the opinion that the fair market value of the Assets at November 

2004 is equal to $70,796,850. 

Q. DOES THIS CONCLUDE YOUR TESTIMONY? 

A. Yes, it does. 



Schedule NHH-1
Page 1 of 3



Schedule NHH-1
Page 2 of 3



Schedule NHH-1
Page 3 of 3



Schedule NHH-2
Page 1 of 30



Schedule NHH-2
Page 2 of 30



Schedule NHH-2
Page 3 of 30



Schedule NHH-2
Page 4 of 30



Schedule NHH-2
Page 5 of 30



Schedule NHH-2
Page 6 of 30



Schedule NHH-2
Page 7 of 30



Schedule NHH-2
Page 8 of 30



Schedule NHH-2
Page 9 of 30



Schedule NHH-2
Page 10 of 30



Schedule NHH-2
Page 11 of 30



Schedule NHH-2
Page 12 of 30



Schedule NHH-2
Page 13 of 30



Schedule NHH-2
Page 14 of 30



Schedule NHH-2
Page 15 of 30



Schedule NHH-2
Page 16 of 30



Schedule NHH-2
Page 17 of 30



Schedule NHH-2
Page 18 of 30



Schedule NHH-2
Page 19 of 30



Schedule NHH-2
Page 20 of 30



Schedule NHH-2
Page 21 of 30



Schedule NHH-2
Page 22 of 30



Schedule NHH-2
Page 23 of 30



Schedule NHH-2
Page 24 of 30



Schedule NHH-2
Page 25 of 30



Schedule NHH-2
Page 26 of 30



Schedule NHH-2
Page 27 of 30



Schedule NHH-2
Page 28 of 30



Schedule NHH-2
Page 29 of 30



Schedule NHH-2
Page 30 of 30




