In the Matter of:
THE APPLICATION OF KCP&L GREATER MISSOURI OPERATIONS COMPANY, €tc.

EO-2019-0244, VOL. 111
October 17, 2019

1C

Tiger Court Reporting. LLC

www.tigercr.com 573.999.2662




© 00 N o O A~ W N P

N N N B B R R R R R R R R
N B O © ® N o OO N W N LB O

23
24
25

EO 2019- 0244, Vol . 111

BEFORE THE PUBLI C SERVI CE COVM SSI ON
STATE OF M SSOURI

TRANSCRI PT OF PROCEEDI NGS
Evi denti ary Heari ng
Cct ober 17, 2019
Jefferson City, M ssouri

Vol une 3

In The Matter OF The ) File No. EO 2019-0244
Application of KCP&L G eater )
M ssouri Operations Conpany For)
Approval O A Special Rate For )
a Facility Whose Prinary )
I ndustry Is The Production O )
Fabrication O Steel In O )

Around Sedalia, M ssouri

MORRI S L. WOODRUFF, Presiding
CHI EF REGULATORY LAW JUDGE
RYAN A. Sl LVEY, Chairnan,
W LLI AM P. KENNEY,
DANI EL Y. HALL,
SCOTT T. RUPP,
COW SSI ONERS

REPORTED BY:
Tracy Tayl or, CCR No. 939
Tl GER COURT REPORTI NG, LLC

TI GER COURT REPORTI NG LLC
WAV TI GERCR. COM  573. 999. 2662




© 00 N o O A~ W N P

N N N B B R R R R R R R R
N B O © ® N o OO N W N LB O

23
24
25

EO 2019- 0244, Vol . 111

APPEARANCES

ROGER W STEI NER
Kansas City Power & Light Conpany
1200 Mai n, 16th Fl oor
Kansas City, M ssouri 64105
816. 556. 2791
FOR: Evergy M ssouri West, Inc. d/b/a Evergy
M ssouri West (f/k/a KCP& G eater
M ssouri Operations Conpany)

JAMVES M FI SCHER
Fi scher & Dority, PC
101 Mmdi son, Suite 400
Jefferson City, Mssouri 65101
573. 636. 6758
FOR: Evergy M ssouri West, Inc. d/b/a Evergy
M ssouri West (f/k/a KCP& G eater
M ssouri Operations Conpany)

STEPHANI E S. BELL
El i nger and Associ ates, LLC
308 E. High Street, Suite 300
Jefferson City, Mssouri 65101
573. 750. 4100

FOR: Nucor

M CHAEL K. LAVANGA
St one Matt heis Xenopoul os & Brew, PC
1025 Thonas Jefferson Street, N W
8th Floor, West Tower
Washi ngton, D.C. 20007
202. 342. 0800
FOR: Nucor

DAVI D WOODSMVAL L
308 E. High Street, Suite 204
Jefferson City, Mssouri 65101
573. 636. 6006

FOR: M dwest Energy Consuners G oup

CALEB HALL
Depart ment of Commerce & | nsurance
200 Mnmdi son Street, Suite 650
PO Box 2230
Jefferson City, Mssouri 65102
573. 526. 1445

FOR O fice of the Public Counsel

TI GER COURT REPORTI NG LLC
WAV TI GERCR. COM  573. 999. 2662

20



© 00 N o O A~ W N P

N N N B B R R R R R R R R
N B O © ® N o OO N W N LB O

23
24
25

EO 2019- 0244, Vol . 111

KEVIN A. THOVPSON
Depart ment of Econom c Devel opnent
200 Madi son Street, Suite 800
PO Box 360
Jefferson Cty, Mssouri 65102-0360
573. 526. 4887
FOR: Staff of the M ssouri Public Service Comr ssion

TI GER COURT REPORTI NG LLC
WAV TI GERCR. COM  573. 999. 2662

21



© 00 N oo o b~ wWw N PP

N D N N NN P B P P P PP PP
a A W N P O © 00 N O 0o A W N —, O

EO 2019- 0244, Vol . 111

JUDGE WOCDRUFF:  We're here for the
evidentiary hearing in the matter of the application
of KCPL Greater M ssouri Operations Conpany for
approval of a special rate for a facility whose
primary industry is the production or fabrication of
steel in and around Sedalia, Mssouri, File Nunber
EO 2019- 0244.

We'll start the day off by taking entries
of appearance beginning with Evergy M ssouri West.

MR, FI SCHER.  Thank you, Judge. Let the
record reflect the appearance of Roger W Steiner and
Janes M Fischer on behalf of the Conpany.

JUDGE WOCDRUFF:  And | will add that
there mght be alittle confusion in this case with
the nanme of the conpany. Do you want to be Evergy

M ssouri West or do you want to be GVOD?

MR, FISCHER | was going to nention that
in my opening and just indicate if we slip into using
GMO again, just note that the change -- the nane has
changed and it's really Evergy West M ssouri. But |

think our testinony reflects GMO yet and that's

probably where we'll end up tal ki ng today.
JUDGE WOCDRUFF:  Ckay. Very good.
For Nucor?

MS. BELL: Yes, Your Honor. It's
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Stephanie Bell and M ke Lavanga for Nucor, and the
court reporter has our information.

JUDGE WOCDRUFF:  And for the Staff.

MR, THOMPSON: Kevin A. Thonpson for the
Staff of the M ssouri Public Service Conm ssion, Post
O fice Box 360, Jefferson Cty, Mssouri 65109.

JUDGE WOCDRUFF:  And for Public Counsel.

MR, HALL: Good norning. Caleb Hal
appeari ng on behalf of the Ofice of Public Counsel.
| have previously given ny contact information to the
court reporter.

JUDGE WOODRUFF:  For NMECG

MR, WOODSMALL: David Wodsnal | appearing
on behal f of M dwest Energy Consuners G oup.

JUDGE WOCDRUFF: Al right. | don't
believe there's any prelimnary matters to be
addressed at this point, so we'll go to opening
statenents.

MR, STEINER Do you want to pre-mark
exhi bits, Judge?

JUDGE WOODRUFF:  There's only four of
them | believe. So we'll just wait and do them as
t hey cone.
MR, STEINER W were al so going to enter
the stipulation. |s that sonething that you want to
TI GER COURT REPORTI NG LLC 23
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have order-- entered?

JUDGE WOCDRUFF:  Well, it's up to you, if
you want. | nean, it's -- it's an evidentiary
deci si on.

MR. STEINER  Ckay.

JUDGE WOODRUFF: I n fact, now that |
think of it, let's go ahead and I1'Il go off the record

for a nmonment while you go ahead and mark those four
exhibits and then we'll get themout of the way -- or
five exhibits.

(O f the record.)

(Conmpany Exhibits 1, 2P, 2C, 3, 4, 5P and
5C were marked for identification.)

JUDGE WOCDRUFF: Ckay. Let's go ahead
and get started with opening statenents, begi nning
wi th Evergy.

MR, FI SCHER  Thank you, Judge. May it
pl ease the Comm ssion. M nane is JimFischer. Roger
Steiner and I will be representing the Conpany today
in this proceeding.

| should note though that effective
Cctober 7th of this year, Evergy M ssouri West, Inc.,
doi ng busi ness as Evergy M ssouri Wst, adopted the
service territory of KCPL Greater M ssouri Operations

Conpany or what we refer to as GVMO. Sone of the
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testinony refers to GO in the record and we may slip
back into referring to the Conpany occasionally as
GMO, but -- but just please note that the actual nane
has changed.

Thi s case involves the Conpany's request
for authority for a special increnental |load rate for
a steel production facility in Sedalia, Mssouri owned
by Nucor Se-- Nucor Steel Sedalia, LLC

| think attracting Nucor to M ssouri was
a very significant economic wn for our state. The
ability of the state of Mssouri and Sedalia to win
the project over the conpetition frommultiple other
aggressive states | think exenplifies the
public/private partnership approach to econonic
devel opnment in Mssouri. The -- the success is
expected to have a ripple effect on other projects
considering locating in our state and in the M dwest.

Finally, the Nucor expansion into Sedalia
will create a |l ocal opportunity for many busi nesses
because, you know, |ocal businesses follow the jobs.
Nucor wll invest approximately 250 mllion dollars to
build a steel bar micro mll in Sedalia, a substantial
portion of which has already been conpl et ed.

This is a new project to Mssouri. Wen

it's conpleted and commercially operational, it's
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expected that the Nucor facility will create nore than
250 wel | -paying jobs. These jobs are pernanent,
full-tinme and they have average wages that are about
65, 000 dollars a year, which is about tw ce the
average for the county of Pettis.

Nucor broke ground on the Sedalia
facility in late April of 2018 and is expected to be
ready to begin commercial operations in the first
quarter of 2020.

Now, the price of electricity conprises a
substanti al conponent of the steel manufacturer's cost
of doi ng business. Therefore, a conpetitive
electricity rate is very inportant to a steel
manuf acturer |ike Nucor and represented a primary
factor in their decision to locate in Sedali a.

In order to provide a conpetitive
el ectricity rate, the Conpany offered an attractive
rate structure to make the M ssouri busi ness case for
Nucor even nore conpetitive. The Conpany and Nucor
have entered into a contract for a special rate based
upon the provisions of a newtariff, the Conpany's
special rate for increnental load tariff. And we're
seeking, in this proceeding, approval of the Nucor
contract and the tariff.

The details of the increnental cost and
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rate are contained in the Direct Testinony of Darrin
Ives on page 10. Wile the in-- that information is
confidential, | can say that the Conpany wll nore
than recover its increnental cost and nmake a
nmeani ngful contribution to the recovery of fixed costs
and thereby reduce rates paid by all other custoners.
There will al so be other benefits to the
Conpany' s ot her custoners. These benefits include an

increase in the nunber of residential custoners that

will result fromthe addition of the 250 jobs at Nucor
and the addition of new jobs that will be created in
the Sedalia area by businesses that will be providing

servi ces and supplies to Nucor.

Now, if one were to conservatively
estimate that half of the Nucor jobs and half of the
| ocal business jobs were -- were new people com ng
into town, that would indicate that -- and assum ng
they're all residential, the additional revenues
associated wth that new job growmh woul d be about
261, 000 doll ars annual ly; a portion of which would,
again, offset the fixed costs borne by the other new
non- Nucor custoners.

On Septenber 19th of this year, the
Conpany, Nucor and the Commi ssion Staff entered into a

Non- unani nous Stipul ati on and Agreenent that
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recommends the approval of the Nucor contract and the
special increnental load tariff. The Ofice of Public
Counsel did not sign, but it did not object to the

sti pul ati on.

The M dwest Energy Consuners G oup,
however, is an objecting party. Under the terns of
the stipulation, there will be extensive nonitoring
and reporting of the costs and the revenues. Over the
course of the ten-year contract, we expect to yield a
profit that will contribute to the recovery of the
Conpany's fixed costs and, therefore, reduce the rates
paid by all custonmers. The expected profits fromthe
ten-year contract are addressed in the confidenti al
version of Darrin Ives Direct Testinony, again on page
10.

There are al so significant custoner
protections to ensure that other custoners are not
adversely affected by the Nucor contract or its
operation. The specifics of those protections and --
are contained in paragraph 7 and paragraph 8 of the
stipulation. And | thought M. Thonpson's position
statenent did a very good job of l|aying out those
customer protections, if you want to | ook there.

The Commi ssion Staff and other parties

will be kept infornmed through detailed and regul ar
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reporting commtnents. The anticipated reporting
format is included in Exhibit 1 to the stipulation and
it wll include the following. It will include,

first, the Conpany will identify and isolate the plant
costs to provide service to Nucor, and the Conpany
will also identify and isolate the supply costs
attributable to Nucor.

These are expected to include the energy
as obtained through the SPP integrated narketpl ace and
all transactions associated with the renewabl e supply
source, which will be a designated wind facility for
Nucor. As a result, this special contract pronotes
the State's policy in favor of renewabl e energy.

The Conpany will nonitor Nucor's
operations and wll identify additional SPP-rel ated
costs resulting from unexpected operati onal events.

I f these unexpected operational events woul d happen to
I ncrease costs to non-Nucor custoners, the anount of
the increased costs will be identified and reflected

i n the subsequent FAC rate changes and appropriate

adj ust nents woul d be made.

Now, at the tinme of a general rate case,
the portion of the Conpany's revenue requirenment
associ ated with the increnental cost net of the w nd

PPA revenues to serve Nucor woul d be assigned to

TI GER COURT REPORTI NG LLC 29
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Nucor. And the anmount by which the Nucor's rate
revenues exceed the increnmental cost would be used to
| ower the rates are reflected in the revenue

requi renent and that would |lower rates to other

cust oners.

Now, if Nucor's revenues do not exceed
the incremental costs to serve Nucor, the Conpany wl|
make an additional revenue adjustnent covering the
shortfall in the revenue requirenent. This wl|
ensure that non-Nucor custoners will be held harm ess
fromthe effects of serving Nucor.

In other words, we expect this to be a
profitable contract that wll benefit all custoners,
but in no event will any revenue deficiency fromthe
Nucor operations be reflected in the rates of other
cust oners.

There will also be conmunication between
Nucor and the Conpany related to things |ike planned
out ages, nai ntenance outages and sim |l ar operational
details that the Conpany will be in a position to
carefully nonitor what's going on at the plant and
what effects that would have on its electric system

Now, after the stipulation was fil ed,

M. Wodsmall, on behalf of his incorporated entity

the M dwest Energy Consunmers Goup, filed an objection
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to the stipulation. |It's ny understandi ng that MECG
IS not opposing the rate that Nucor will receive under
the contract. |Instead, he's opposing GMJ s right to
request the special increnental load tariff and enter
into a contract that provides the Conpany an
opportunity to make a profit and ultinmately provide
the opportunity to share that profit with custoners in
the future.

He may rai se the point that GVO did not
propose to use the tracker that's provided in Section
393.355, but this is a red herring because the Conpany
did not file its case under the provisions of Section
393.355. According to subsection 2 of that statute,
this statute is specifically designed for situations
where the special contract is -- and I'lIl quote -- not
based upon an electric conpany's cost-of-service for a
facility. In our case, it is based upon the Conpany's
cost of serving the Nucor facility.

M. lves also explains in his testinony
that Section 393.355 was an effort to reopen the
Noranda al umi num snelter plant in southeast M ssouri
and to generally make M ssouri attractive to al um num
and steel production industries. It was specifically
desi gned for the Noranda situation where there was no

need for new investnent. And since that investnment

TI GER COURT REPORTI NG LLC 31
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al ready existed, it was already in the rate-base of
the serving public utility.

Al t hough the statute indicates that it's
i ntended to have a broader applicability than just
that, it's technically deficient in the situation |ike
we have with Nucor. The Conpany here is making an
18 to 20 mllion dollar investnment in new facilities
and it will need to be able to earn a return on those
I nvest nent s.

Subsection 21 of that -- of 355 would not
allow an increase in the net incone of the Conpany,
whi ch woul d nean that the Conpany woul d not be
recovering its investnent in the new facilities
necessary to serve Nucor. Nor would that special rate
be covering the increnental cost of making a
contribution to the fixed cost which helps to keep
rates | ower for other custoners.

KCPL and GVOD bot h have had, over the
years, many special contracts approved by the
Comm ssi on under your general rate-making authority.
Usual ly that's -- the authority is cited as Section
393. 150, subsection 1, and 393. 140, subsection 11, as
wel | as the general statute 393. 130.

The fact that Section 393.355 gives the

Conmm ssion additional rate-making authority under

TI GER COURT REPORTI NG LLC 32
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appropriate circunstances does not preclude the
Conmi ssion fromexercising its normal rate-nmaking
authority to approve special contracts as it's done
for years.

There's nothing in Section 355 that
states that it's the exclusive or the only neans by
whi ch the Conm ssion has the authority to approve a
special rate outside of a rate case. Section 393. 355
is, inmy mnd, just another tool in the -- in the
Public Service Comm ssion's tool box for dealing with
t hese special contracts. These statutes can be
clearly harnoni zed and both given affect as required
by case | aw.

The Commi ssion has often exercised that
authority under Section 393.140 and 393. 150 to approve
special contracts in the past. And we've -- we've
cited several there. The GS Technol ogy's case, the
ARMCO St eel special contract, and the nore recent
speci al contracts approved as a part of KCPL'Ss
conpr ehensi ve energy plan. And we're requesting that
t he Conm ssion exercise that traditional rate-naking
authority to approve the Nucor contract and the tariff
in this case.

The Conmpany wi |l be sponsoring three

W t nesses today: M. Darrin Ives, the vice president,
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regul atory affairs for the Conpany; M. Mark

St onbaugh, director of Regi onal Engagenent Division of
the M ssouri Departnment of Econom c Devel opnent; and
Ms. Jessica L. Craig, the executive director of
Economi ¢ Devel opnent, Sedalia-Pettis County.

And as our first w tness today, Nucor
wi |l sponsor M. Kevin Van de Ven, the vice president
and general manager of Nucor Sedalia, LLC. Now, we
appreciate the fact he's going to be participating by
phone since he's currently in Europe observing the
construction of manufacturing equi pnment for use at the
Sedal i a pl ant.

These w tnesses w || be happy to answer
your questions, but in conclusion, the Conpany's
requesting the Conm ssion approve the Nucor contract
and its special rate for increnental load tariff with
the additional custoner protections that are included
i n the Non-Unani nous Stipul ati on and Agreenent signed
by the Staff, Nucor and the Conpany. Thank you.

JUDGE WOCDRUFF:  Any questions for
M. Fischer? M. Chairmn?

COW SSI ONER KENNEY: | have none, thank
you.

JUDGE WOCDRUFF:  Conmi ssioner Hall?

BY COMM SSI ONER HALL.:

TI GER COURT REPORTI NG LLC
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Q Good nor ni ng.
A Good nor ni ng.
Q You noted that this Conm ssion has

approved a nunber of special contracts for the Conpany
in-- in the past. Wre any of those special

contracts approved outside of a general rate case?

A Yes.

Q Coul d you -- could you el aborate on that?

A | think the ARMCO Steel case was approved
outside of contract. | think the GST Technol ogy case

al so. And then the special contracts that | nentioned
were -- let ne give you the case nunber. Related to
the -- the conprehensive energy plan, that was --
t hose were EO 2006-0193, the steel contract was
EOQ 78-227. And | don't have the nunber on the GST
Technol ogi es, but that was -- that was the subject of
the court appeal. So nmany of those are outside the
context of rate cases.

Q Ckay. What harm woul d occur from your
perspective, fromthe Conpany's perspective, if you

had nmade this request under 393. 3557

A Wel |, several things. The --
Q | understand your argunment that you think
it's inapplicable because the -- because it is based

on the electric corporation's cost-of-service. But
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putting that aside for a nonent -- and | want to ask
nore about that, but putting that aside, what harm
woul d - -

A Well, several things. As | nentioned,
the Conmpany's nmaeking an 18 to 20 mllion dollar
I nvestnment there at the plant. It does need to get a
return on that. This nmechanismwould allow themto do
that and then the anmount above of the increnental

costs would be used to keep other conpany's rate --

rat epayers' rates lower. |If you used -- if you use --
Q Let me stop you there for a second.
A Yes, Sir.
Q Because | think that's really inportant
what you're -- so your -- your -- your position -- the

Conpany's position is that the 18 to 20 mllion dollar
i nvestment which will be necessary to provide service
to this custonmer, under -- if -- if you used the House
Bill 1 special rate, under Section 3, the Conpany
woul d not be allowed to recover on that investnent?

A Yes. As | understand that, net incone
could not go up or go down as a result of that. And
that woul d keep the Conpany from being -- earning a
return on that 20 mllion dollars. That's -- that's a
fundanental problem but there are other things too

t hat concern us.
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Q Wuld that -- well, | nean, that's a
pretty big one though.

A Definitely. It's a major one.

Q Wuld -- would -- would the Conpany's
inability to get a return on that investnent just be
until the next rate case, or would it be beyond the
next rate case?

A | don't know that that statute's been
enpl oyed, so I'mnot sure --

Q Ri ght.

A -- howit would be interpreted. It could
be interpreted there's just no inconme increase at all,
but I would hope -- | would hope that even if you
didn't get a return on it in the interim you'd --
you' d at least get to do it in the rate case --

Q | would think so --

A -- but | don't know how it would be
I nterpreted.

Q | would think so as well, because you --
you woul d just put that anount in --

A | mean it would be a substantial problem
if it -- under that -- if you -- if you had to keep
net incone zero throughout the entire life of that
pl ant .

Q Yeah. | -- | can't inmagine that would be
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the result. But it is clear that between now and the
next rate case, the Conpany would not be able to get a
return on that 18 to 20 mllion dollar investnent?

A And there would be no profit on that as a
result that would be used to keep ratepayers' rates
lower. In the event there was actually a loss, it
could be interpreted that you would socialize that to
t he ot her ratepayers.

Q And under 564 it couldn't be -- it
woul dn't qualify under PISA because it's bringing in
new revenue. Correct?

A | hadn't thought about that, but that
woul d be anot her issue.

Q kay. Thank you. Well, actually so you
were -- you were giving other reasons, other potentia
harmand | -- and | stopped you with -- with the first
one.

A. VWll, | think one of the major benefits
is that we are going to have a profitable contract
here that is going to benefit not only the Conpany but
ot her ratepayers. | think you can interpret the no
net incone increase or decrease as indicating that if
you had a loss on a contract, it would have to be
soci alized by the other ratepayers and paid for by

ot her cl asses of service. W don't think that's what
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we want to do here and that's -- that would be a
concern.
Q Ckay. Thank you.

JUDGE WOCDRUFF:  Thank you.

Next then, we'll nove to Nucor

MR LAVANGA: May it please the
Comm ssion. M nanme is Mke Lavanga with the law firm
of Stone Mattheis Xenopoul os and Brew. M partner,
Pete Mattheis, and | are representing Nucor Steel
Sedalia in this case, along with our co-counsel,

St ephanie Bell of Ellinger and Associ ates.

| would also like to introduce Trevor
Saunders, the nelt shop manager at Nucor Sedalia, and
John Kinter, the environnmental manager at Nucor
Sedalia who are with us at the hearing today.

At the outset, we would |Iike to express
our appreciation to the Conm ssion and the ot her
parties for agreeing to allow Kevin Van de Ven's
appear ance by tel ephone today. M. Van de Ven is the
vi ce president and general nmanager of Nucor Sedali a.
He is overseeing the construction of the plant and
will be charge -- in charge of the plant once it is up
and running. M. Van de Ven is currently in Italy
observing the testing of equi pnment needed for the

pl ant and regrets not being able to be here in person.
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Power supply for the steel mll is a
critical issue though and M. Van de Ven recogni zes
the inportance of this hearing and the need for the
Comm ssion to hear fromhimdirectly. So, again, we
appreci ate that the Comm ssion was able to facilitate
M. Van de Ven's appearance by phone and M. Van de
Ven | ooks forward -- |ooks forward to answering any
questions the Conm ssion and the parties m ght have.

I'"d like to start with a quick overview
of Nucor Corporation and Nucor Sedalia. Nucor
Corporation is the nation's | argest steel naker.

Nucor is headquartered in Charlotte, North Carolina
and has facilities engaged in the manufacture of steel
and steel products |ocated throughout the country.

Anmong these facilities are 21 steel mills
that enploy electric arc furnaces to nelt and recycle
scrap steel into new steel products. |In addition to
being the | argest steel maker in the United States,
Nucor is also the |argest recycler in North Anmerica.

The newest steel mill in Nucor's fleet is
neari ng conpl etion just about an hour away down the
road in Sedalia. Wen conpleted, the plant wl|
provi de over 250 full-tinme jobs. Nucor Sedalia wl|
produce steel rebar for the regional market

enconpassi ng M ssouri, Kansas and the surroundi ng
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st at es.

At this point Nucor expects to start
operations and testing at the plant before the end of
the year and expects to start full comrerci al
operations in the first quarter of 2020. The need to
have the rate approved and in place prior to the start
of commercial operations neant that we and GVO had to
ask for an expedited procedural schedule. W really
appreciate the willingness of all the parties and the
Commi ssion to recogni ze the significance of this
project and to accommpdate the schedule in the case.

It should be noted that while Nucor
Sedalia will be Nucor's first electric arc furnace
steel mlIl in Mssouri when it is conpleted, it is not
Nucor's only facility in the state. O her Nucor
facilities include Nucor LMP Steel in Maryville; Nucor
St. Louis Cold Drawn; Harris Steel, a subsidiary of
Nucor has facilities in St. Louis and Kansas Cty; and
Nucor Scrap Steel affiliate David J. Joseph Conpany
has several facilities |ocated throughout the state of
M ssouri. These other Nucor facilities currently
provi de hundreds of jobs throughout the state.

Because el ectric arc furnace steel making
is extrenely energy intensive, electric costs are

typically anong the highest variable costs at Nucor
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steel mlls.

Nucor -- the Sedalia facility wll be no
exception. Nucor Sedalia wll use massive anounts of
electricity at a cost of mllions of dollars a year.
For this reason, the availability of a conpetitive
|l ong-termelectric rate was a critical factor in
Nucor's decision to site the plant in Sedali a.

Nucor is appreciative of the efforts of
the parties involved in bring the new plant to
Sedalia, including the Governor's office, Pettis
County, the Gty of Sedalia, the Mssouri Departnents
of Econom c Devel opnent, Natural Resources, Revenue
and Transportation, Sedalia-Pettis County Econom c
Devel opnment, and KCP&L GVO.

As part of the negotiations with the
M ssouri team GVO conmitted to provide a rate with
the pricing and the termthat Nucor needed to cone to
Sedalia. And as M. Van de Ven testifies, Nucor woul d
not have selected the Sedalia site wthout this
conmm t ment .

In late 2017, soon after Nucor publicly
announced that it was comng to Sedalia, Nucor and GVO
began negotiating the power supply agreenent in
earnest. The negotiations resulted in the power

supply agreenent and rate schedule SIL that were filed
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inthis case in July. The power supply agreenent
neets Nucor's needs in termof price, termand rate
desi gn.

After several weeks of discussion
following the filing, the Comm ssion Staff, GVO and
Nucor entered into the stipulation that was filed on
Septenber 19th. The O fice of Public Counsel did not
object. Under the stipulation, the settling parties
recommend that the Nucor contract and rate be approved
and affirns the operational communication comm tnents
i ncluded in the Nucor contract.

The stipulation also sets out nechani sns
that will be used by GMO, Staff and OPC to nonitor and
report costs and revenues associated with the Nucor
contract and address how the contract will be treated
for purposes of rate-making. Wth the objection of
M- MECG the stipulation becones the joint position
of the Staff, GVO and Nucor.

Nucor respects -- respectfully requests
that the Comm ssion approve the application of GVO
consistent with the ternms and conditions in the
stipul ation.

I n conclusion, Nucor is pleased to be
here today and is excited to be opening its new steel

mll in Sedalia. The project has already brought many

TI GER COURT REPORTI NG LLC 43
WAV TI GERCR. COM  573. 999. 2662



© 00 N oo o b~ wWw N PP

N D N N NN P B P P P PP PP
a A W N P O © 00 N O 0o A W N —, O

EO 2019- 0244, Vol . 111

jobs to the Sedalia area and we think that the
per manent jobs at the plant, along with the additional
I nvestnent in econom c devel opnent activities directly
and indirectly related to the plant, will benefit
Sedalia, Pettis County and the state of M ssouri for
years to cone. Thank you

JUDGE WOCDRUFF:  Thank you.

Any questions, M. Chairman?

CHAI RVAN SI LVEY: Briefly.
BY CHAI RVAN SI LVEY:

Q Thank you, sir. Wen Nucor initially
sought the special rate, was it due to the |anguage in
House Bill 1 or the publicity around House Bill 1, or
has it al ways been the Conpany's understandi ng that

this woul d be sought under the Comm ssion's general

rat e- maki ng authority?
A. Chairman Silvey, | don't think we --
Nucor had a -- a understanding one way or the other in
terms of -- of House -- of 355. W -- we understood
that the -- that statute had been passed, but we -- we
were not -- our concern -- Nucor's concern was getting
the rate it needed. And whatever nechanismthat --
that GMO t hought woul d work best, we thought we -- we
woul d be okay with.
W -- the -- we -- again, we did
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understand that 355 was on the books. It created a --
a -- a environnent that seened to be welcomng to new

i nvestnment in these types of facilities, but it

wasn't -- our -- Nucor's agreenent to cone to Sedalia
didn't -- didn't hinge on 355 or having a contract
under 355.

Q Okay. Thank you.
JUDGE WOCDRUFF:  Conm ssi oner Kenney?
COMM SSI ONER KENNEY: No questi ons.

Thank you.
JUDCGE WOCDRUFF:  Conmi ssi oner Hall?
COMM SSI ONER HALL: No questions. Thank
you.
JUDGE WOCDRUFF:  Thank you very nuch
t hen.

MR. LAVANGA: Thank you.

JUDCGE WOCDRUFF: And we'll nove to Staff.

MR THOMPSON: Good norning. My it
pl ease t he Comm ssi on.

You have heard in sone detail a
description by the Conpany and by Nucor of the
agreenent that they have nmade of the rate at which GVO
has agreed to provide power to Nucor under the
proposed SIL tariff and about the significant economnc

benefits that the Nucor special contract and the SIL
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tariff wll deliver to Sedalia, Pettis County and the
state of M ssouri.

You have al so heard what Staff considers
to be the nost salient feature of this proposal, which
is that while the anticipated benefits wll be shared
with the ratepayers, the detrinents, should there be
any, wll be borne by GMO s sharehol ders.

It is a remarkable thing when a utility
proposes a new venture in which the risk of loss is
borne by the shareholders. It is even nore renarkable
when that occurs in an econom c devel opnent context in
whi ch the ratepayers are generally expected to provide
a subsidy in order to allow sone worthwhile venture to
go forward.

Staff understands this provision as a
sure token that GVO does not expect any loss. This
provi sion nmade it very easy for Staff to sinply accept
GMJ s proposal. It is awn-wn for GMJ s ratepayers.
They will share the benefits of success, but they wll
not share the risk of failure.

The tariff and special contract are not
proposed under Section 393. 355, as you have heard.

That provision contains features that are unattractive
to the Conpany, as M. lves explains in his testinony

and as M. Fischer has explained in his opening
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st at ement .

It also contains a feature that is
unattractive to Staff. | refer to subsection 2,
part 2, which provides after approval of the speci al
rate, the Commi ssion allocates in each general rate
proceedi ng of the electrical corporation serving the
facility the reduced revenues fromthe special rate as
conpared to the revenues that woul d have been
generated at the rate the facility would have paid
wi t hout the special rate, to the electrical
corporation's other custonmers through a uniform
percentage adjustnent to all conponents of the base
rates of all custoner classes.

I n other words, under Section 393. 355,
the ratepayers are on the hook. The ratepayers are
required -- required -- to subsidize the special rate.
You heard M. Fischer say that gosh, naybe the
rat epayers woul d be on the hook. No, the | anguage of
the statute nmakes it clear. The ratepayers are on the
hook. And that is the feature that nakes Staff choose
this proposal, which is outside of 393.355, over a
proposal under that section.

Under the proposed tariff and speci al
contract that's before you today, the ratepayers are

not required to provide any subsidy. In fact, they
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are held harmless in the event of any revenue
deficiency. That is, as | have already said, a
remar kabl e thing and Staff urges the Comm ssion to
approve the proposed tariff and special contract.

Section 393.355 authorizes a special rate
for steel snelters, but nowhere provides that it is
t he excl usive neans by which a steel snelter may
obtain an econom c devel opnent rate.

The proposed SIL tariff and the Nucor
speci al contract are before you under 393. 150, your
general authority for considering and approving new
rates or charges, new forns of contracts or
agreenents, new rules, regulations or practices
relating to any rate, charge or service.

Econom c¢ devel opnent rates and speci al
contracts, in fact, are not unusual. Every electric
conpany in this state has an econoni c devel opnent
tariff of one sort or another or perhaps nore than
one. And special contracts, as you heard from
M. Fischer, already have existed and continue to
exi st without the authority of 393. 355.

Because this is a new service offering,
the proposed SIL tariff is not required to be
introduced in a general rate case. The consideration

of all relevant factors is not required. The
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prohi bition on single issue rate-naking does not
apply.

Section 393.130 requires rates to be just
and reasonable. One aspect of just and reasonabl e
rates is that they are neither unduly preferential nor
unduly discrimnatory with respect to any custoner or
cl ass of custoners.

As a matter of law, the Conm ssion has no
authority to approve discrimnatory rates. The fixing
of just and reasonable rates involves a bal anci ng of
I nvestor interests and consuner interests and the
maki ng of pragmatic adjustnents. [|In determning
rates, a reqgulatory body is not bound to the use of
any single formula or conbi nation of formnul as.

In the final analysis, it is not the
met hodol ogy or theory used, but the inpact of the rate
order which determ nes whether the rates are just,
reasonabl e, | awful and non-discrimnatory.

Nucor will be GMO s | argest single
custoner. Under the SIL tariff, Nucor will be in a
custoner class by itself. Neither the proposed SIL
tariff nor the Nucor special contract is unduly
preferential or unduly discrimnatory because the
difference in treatnent according to Nucor relates to

the difference in service taken by that custoner.
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As | said, this is a remarkable
proposition for the reasons |'ve al ready descri bed.
The special contract rate is in excess of the
i ncrenental cost-of-service and, thus, is expected to
provi de additional revenue which will reduce the
cost-of-service for all other GVO ratepayers.

Those ratepayers are held harmess in the
event of failure, in the event of a revenue
deficiency. They're not required to make it up. The
shareholders wll eat it. It is awn-wn for GMO s
rat epayers. And Staff, therefore, urges the
Comm ssion to approve it subject to the conditions
contai ned in paragraphs 5 through 11 of the
Non- Unani nous Stipul ati on and Agreenent. Thank you.

JUDGE WOODRUFF:  Questions?

CHAI RMAN SI LVEY: Briefly.

BY CHAI RVMAN SI LVEY:
Q Thank you. So Staff is confident that
the Commi ssion has the authority to approve this under
its general rate-making authority?
A. Yes, sir.
Q And the cases that were referenced
previ ously, you believe those to be directly
applicable to this case?
A | have not exam ned those cases yet, but
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| certainly will as soon as we get out of here. But
do believe the Comm ssion has authority to approve
this tariff and this special contract.
Q Okay. Thank you.
JUDGE WOCDRUFF:  Conm ssi oner Kenney?
Conm ssi oner Hall?

BY COWM SSI ONER HALL:

Q Good nor ni ng.

A. Good norning, sir.

Q So | ooking at 393. 355, sub 2 that you --

A Yes, sir.

Q -- that you highlighted a nonent ago, if
the -- if the rate charged Nucor covered all of its

i ncrenental costs, how under Section 2 do you think
that the reduced revenues would be all ocated?

A The rate proposed for Nucor will cover
incremental costs. It will not cover all costs in a
traditional cost-of-service sense. So that's the
differential. The rate that is provided to Nucor
conpared to the rate that woul d have been charged
under traditional cost-of-service rate-nmaking, the
Nucor rate's going to be bel ow that.

Nucor is -- is going to provide a
contribution to fixed costs, but it's not going to

carry its full allocated share of fixed costs, the
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full share that it would pay under traditional rates.
That's why it needs a special rate.

Q Yeah. | understand all that and | agree
with all that. But I'mtrying to understand your
position, Staff's position that Section 2 of this
statute would still require -- in the situation that
you just discussed, how that woul d allocate additi onal
costs to all other ratepayers in that scenari o?

A. As | understand the statute, you would
take the rate that's charged Nucor and conpare that to
the rate it otherwi se would pay, calculate the
difference -- and that would be a difference over sone
period of tinme, let's say annually -- and you woul d
then divide that and nmake a percentage adjustnent to
every other class rate.

Q So from-- fromyour perspective, this is
a provision that essentially nakes the utility -- it
holds the utility harnml ess froma revenue requirenent,
Sso it's going to increase everyone else's rates?

A Yes.

Q So that the utility will ultimately get
the rate that it would have received absent the
speci al rate?

A Yes, sir. It requires a subsidy.

Q And that woul d obviously be post-rate
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case?

A. | think it would have to be.

O

Ckay. Thank you.
A Thank you.

JUDGE WOCDRUFF:  All right. Thank you.

And then we'll nove onto Public Counsel.

MR, HALL: My it please the Conm ssion.
Good nor ni ng.

| find it odd to say this at this tinme as
an attorney, but I'"mnot actually going to have nuch
to say on this case. Ofice of Public Counsel has
taken no position. However, we -- | do want to say
that our office does support the special rate for
Nucor .

| nst ead, Public Counsel is here to Iisten
and ask questions. | invite this Conmm ssion to al so
ask questions of the witnesses. Keep in mnd you are
an investigatory body. |I|f you believe the record is
| acki ng, you are free to call other w tnesses and ask
t hem what ever questions you have at that tine.

| f you have any ot her questions of ne,
that is all the tinme I'll take of you.

CHAI RVAN SI LVEY: Briefly.
BY CHAI RVAN SI LVEY:

Q So you nentioned that you -- the Ofice
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of Public Counsel does support the special rate?

A That is correct.

Q So do you concur with Staff and the
Conpany's position that the general rate-naking
authority of the Conmission is sufficient to approve
this rate?

A That is a pointed question. And that's
actually particularly why we joined two different |ist
of issues because we believe that |egal issue is the
key crux of this case.

| cannot honestly say that | concur. And
only because -- and | don't nean to qui bble with you,
but I can't give a definitive answer to that question.
It is well recognized that the Comm ssion woul d have
authority to generate a special rate within a rate
case. Econom c devel opnent rider tariffs have -- have
ex-- have existed for sonme tine.

What | struggle with is the Comm ssion's
powers post-HB-1. A court could read HB-1 to be read
as a nerely ancillary statute that could be el ected at
a conpany's choosing. | struggle to read it that way
sinply because it nmakes that entire special session
nmeani ngl ess.

Q kay. So you definitively can't say that

t he Comm ssion does have the authority under the
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general rate-making authority, but conversely, you

can't say that we don't?

A What |'m-- what I'll say is we don't
have the case on point. 1In ny review of the case |aw,
| -- this would be an issue of first inpression. |f

you were going to ask ne honestly as an attorney

advi sing you on how the -- how a court would take it,
right now, | would say it's a toss up and | woul d have
to personally do nore research on that point.

Q But if you believed that we couldn't, you
woul d have opposed the special rate?

A If our office definitively believed that
the Commi ssion | acked that authority, we would need to
take that in consideration. And | don't nean to give
you a non-answer, but whether or not we would or would
not have opposed woul d have had to have been subject

to deliberations within our office.

Q But where we are today, you have no
position?

A Correct.

Q Ckay. Thank you

JUDGE WOCDRUFF:  Conmi ssi oner Kenney?
COW SSI ONER KENNEY:  No, thank you.
JUDGE WOCDRUFF:  Conmi ssi oner Hall?
COW SSI ONER HALL: No questions. Thank
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you.

JUDGE WOCDRUFF: W'l |l nove to MECG

MR, WOCDSMALL: Good norning. David
Whodsmal | appearing on behalf of the M dwest Energy
Consuners G oup.

As an initial matter, |1'd just like to
say, | hope Kip Smth is watching this. And | say
that in all seriousness because what we're hearing
fromthe signatories nowis that the Comm ssion had
the authority to do what Noranda wanted all al ong but
didn't do. And I'lIl get to that nore.

As you know, MECG is opposing the
Non- Unani nous Stipulation filed by Staff, GVO and
Nucor. | don't want to lead with the inpression that
because we objected to the stipulation, MECGis
opposed to econonm c devel opnent. Nothing is further
fromthe truth.

In fact, while none of the other
signatory parties testified in support, MECG testified
in support of House Bill 1, which created Section
393. 355.

In fact, Chairman Silvey was carrying
that legislation and he may recall that | indicated in
my testinony there that we supported the | egislation,

but that it was too narrowy focused. That by
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limting it to 50 negawatts of load, it elimnated so
many ot her custoners. As -- as you heard, this steel
mll wll be GMJ s | argest custoner, but they stil
don't reach that. So it should have been brought down
to five negawatts or sonething, if it wanted to truly
stinmul ate econom c devel opnent. So MECGis in favor
of econom ¢ devel opnent.

Furthernmore, in SB 564, while we didn't
support the entirety of that |egislation, MECG
supported the econom c devel opnent di scounts that were
contained therein. And a couple of the conpanies that

support MECG are utilizing those discounts.

Finally, 1'll tell you that MECG i s
likely to propose legislation this year that wll nake
the SB 564 di scounts permanent. |t is our belief that

t he Commi ssi on needs econom ¢ devel opnent authority.
The SB 564 authority is tailored only to the tine
period that PISAis in effect. So it's going to go
awnay.

W believe you need that authority and
it's going to be our proposal to try and push
| egi sl ation that gives you that authority as a
per manent piece of |egislation.

Just to be clear what our position is

today, we believe that Nucor should be given the
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special rate in this case. Not only the special rate,
but the ten-year termthat it seeks. That said, and
where MECG differs fromthe signatories, is that this
special rate and term should cone with the tracker
that's nmandated by Section 39-- 393. 355.

That section says that the Conmm ssion

shall inpose a tracker to ensure that GMJO s, quote,
net incone is neither increased nor decreased, end
gquote. That's the entire substance of this case.
That tracker. The tracker that custoners want so that
we get all the upside profit and that GVO doesn't want
to have so that they can keep these profits in between
rate cases. That's the case.

Do you give the tracker that the
l egislation calls for? O do you allow GVO to keep
the profits in between the rate case?

In contrast to MEGC s position that this
needs to be under 393. 355, the signatories argue that
t hey have found a way to provide the special rate to
Nucor which is independent of 393.355 and that the net
I ncone tracker is not required.

| think that once we di scuss the recent
Nor anda case that all of you were involved in that |ed
to the 2017 extraordi nary session, you'll agree with

VECG.
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So let's tal k about that case. How did
Section 393.355 ever cone into existence? |'msure
all three of you will recall that Noranda al um num
snelter is located in New Madrid. As you know,
al um num snelters use an incredible anount of enerqgy.
In fact, the Noranda snelter used 600 negawatts of
el ectricity; nore than the entire city of Springfield.
The cost of electricity for this snelter, like the
steel mll, is a fundanental cost driver.

Nor anda was concerned about its cost of
electricity and in several cases asked the Conm ssion
to address this cost. Noranda pointed out because of
the | ow cost of electricity for sone of its
conpetitors, it needed a | ower cost from Aneren or it
woul d cease to exist.

In a 2014 Aneren rate case, anong all the
i ssues -- other issues that were considered, the
Conmi ssi on considered a two-part proposal from
Noranda. First, Noranda sought an increnental
cost-based rate. Second, in order to provide it
certainty and the ability to conpete, Norenda --

Nor anda asked that this rate remain effective for ten
years.

And that's the kicker. You didn't have

the authority to give it to themfor ten years.
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Remenber? All this authority that they now quote

exi sted then, but everybody told you and your order
said we can't give you a ten-year rate. That's the
rub here. You don't have authority to give -- nake
this rate ten years unless you do it under 393. 355.

Utimately, the Conm ssion partially
agreed to Noranda's request. The Comm ssion
aut hori zed an increnental cost rate of 36 dollars a
negawatt hour. The Conm ssion pointed out, however,
that it |lacked the authority to provide Noranda the
ten-year termthat it sought.

Now, Judge, | know you recall this
because you wrote the decision, but that provision --
that section of the order said, quote, Wile a
Stipulation and Agreenent can be binding on its
signatories for ten years, the Comm ssion cannot bind
future Comm ssions, nor can it preclude future
litigants from presenting contrary positions in future
rate cases, positions to which the Conm ssion w ||
need to give due consideration, end quote.

Clearly, if you listen to the
del i berations in that case, the Conm ssion wanted to
do sonething for Noranda, but found itself powerless
to do anything. So it created the increnental cost

rate, but it said this is the best we can do for you.
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W can't give you a ten-year term

So what happened then? Noranda took the
I ncrenental cost rate and they set about trying to
pass | egislation which would give it the certainty of
a ten-year term During the 2017 | egi sl ative session,
the General Assenbly took up several electric utility
related matters.

The Noranda rate issue kept getting
bogged down with the other utility rate-making bills
that were also filed. After tinme finally ran out, the
Governor called the General Assenbly in for an
extraordi nary session to consider the Noranda issue.
Qut of the extraordinary session canme House Bill 1.

Now, House Bill 1, Section 393. 355
provides three primary things. First, it states that
t he Conm ssion can authorize a special rate based upon
the utility's increnmental cost. And this is available
to steel mlls, alumnumsnelters. An increnental
| oad that cones to the state in excess of
50 negawatts.

Second, House Bill 1 says that the
Conmi ssion can make this increnmental cost-based rate
effective for a period of ten years.

Third, and this is the inportant part,

House Bill 1 also states that if you want the other
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t hi ngs, you have to -- the Conmm ssion, quote, shal
establish, end quote, a tracking nmechanismto assure
that the, quote, electric corporation's net incone is
nei t her increased nor decreased, end quote.

Wth House Bill 1 we finally have the fix
t hat Noranda was seeking, but we al so have the
mechanismto attract new steel mlls and other |arge
50 negawatt custoners to M ssouri.

The problemin this case is that the
Nucor contract does not conply with House Bill 1.

Yes, the Nucor contract includes an increnental
cost-based rate and the ten-year termprovided in
Section 393.355. That said, however, the stipulation
does not include the mandated tracker for GVO s net

i ncone. Instead, while the stipulation uses the word,
guote, "tracking," end quote, the provision is not a
tracker. Rather, it is sinply a reporting
requirenent.

The actual wording used in the
stipulation, quote, GMOw Il nonitor and report to
Staff and OPC whether the revenues received under the
speci al contract rate cover the increnental cost of
provi ding service to Nucor. This reporting will be
submtted quarterly, but this isn't a tracker.

As nmentioned, while Section 393. 355
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mandates a tracker to ensure that, quote, GMJ s net

i ncone is neither increased nor decreased, end quote,
the stipulation does not contain this net incone
tracker.

VWhy? Wiy didn't they want to do this?
Well, I'lIl tell you that | believe |ike any other
conpany that is in the business to turn a profit, GVO
wants to nmake noney from providing service to Nucor
You'l | recall that as a result of opting into plant
I n-service accounting in SB 564, the Evergy M ssouri
conpani es cannot file a rate case in Mssouri for
three years.

Furthernore, as a result of concessions
that it gave in Kansas to get approval for the nerger
with Westar, the Evergy Kansas conpanies cannot file a
rate case in Kansas for five years. Gven that it is
unable to file rate cases for such an extended peri od
of time, Evergy is scranbling for ways to find new
sources of noney.

In this case, GMOis hoping that it can
keep all the profits fromthis in between rate cases
to increase its net incone. The problemis, as I
sai d, 393.355 does not provide for that. |In their
statenments of position, as you heard in the opening

statenents, all the signatories agree. They -- they
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all agree that this sig-- stipulation does not conply
wi th Section 393. 355.

GVO states, quote, the Conpany is not
required to utilize the provisions of Section 393. 355.
Nucor provides simlar argunment, quote, although
Schedule SIL largely tracks the requirenent of Section
393. 355, GMO is not seeking approval for Schedule SIL
and Nucor contract under that statute. Finally, Staff
suggests that, quote, the proposed special increnenta
| oad tariff and Nucor special contract need not be
approved pursuant to Section 393. 355.

|'"'mbaffled. This settlenent provides
for a ten-year term Just four years ago the
Conmmi ssion struggled with a way to provi de Noranda
this ten-year term Utimtely as | stated and as |
gquoted fromthe Report and Order, the Comm ssion
concluded that it could not bind future Comm ssions
and provide this ten-year term

Now t he signatories claimthat the
Commi ssion had this authority all along. The
signatories are claimng that due to just general
rat e- maki ng authority, that the Conm ssion could have
done this for Noranda. The signatories are claimng
we never had to have an extraordi nary session. The

Governor never needed to call 163 Representatives and
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34 Senators back to Jeff City. They didn't need to do
any of this because the Comm ssion had general
rate-maki ng authority for this all along. | don't buy
t hat .

What is nost puzzling, however, is why
Nucor would agree to this stipulation. [|f the
Comm ssion's order fromfour years ago is correct, and
t he Commi ssi on does not have the authority outside of
Section 393.355 to provide a ten-year term why would
Nucor agree to this?

Wy woul dn't Nucor insist that the
signatories proceed under Section 393. 355 and
guarantee this rate for ten years? Wy subject itself
to the risk that it's wong; that the Conm ssion wl|
have to take this up in the -- in all the rate cases

for the next ten years?

So what is the |l egal basis for the
stipulation? After all, as the Suprene Court has
stated since the Comm ssion is, quote, a creature of
statute, end quote, it nust find statutory authority
for the things that it does.

And |I'm not tal king just general
authority. |I'mtalking specific statutory authority.
The UCCM Suprene Court decision nade that clear. 1In
that case, the Conmi ssion -- the Court was considering
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in 1979 the Comm ssion's use of a fuel adjustnent
clause. And all the parties canme in nuch |ike here
and said oh, you have this general rate-naking
authority and oh, we've been doing it this way for
years.

And the Suprene Court said, that doesn't
cut it. | need specific statutory authority. And
j ust because you've been doing it this way for years
doesn't nean you have that authority. Utimtely the
parties couldn't provide it and the court struck down
the fuel adjustnent clause.

So you are required to have specific
statutory authority for the settlenent that the
parties are giving you. So let's |ook at those
various parts of that settlenent and see if there's
statutory authority.

First, let's take up the ten-year term
And |'ve tal ked about that at sone length. As |
menti oned, the parties seek to nmake the ten-year term
absolute. Noticeably, however, they just cite to
general rate-making authority, but they don't provide
any specific authority for a ten-year term

I nstead, they generally refer to the
Commi ssion's rate-nmaking authority in Section 393. 130,

which is very general; 393.140 (11), which is the
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Conmmi ssion's general rate-nmaking authority; and
Section 393.150.1, which is a nore specific
rate-maki ng authority and the authority to suspend
statute -- or tariffs.

But none of these statutes say that the
Conmm ssion can bind future Conm ssions. There's
nothing in those statutes that says that the
Conmmi ssion can prove a contract that's binding on
future Comm ssions for ten years. |In fact, each of
these statutes were in existence just four years ago
when t he Conmi ssion stated that it could not bind
future Conm ssions.

Let's look at the statutory authority for
the Comm ssion to establish a rate-base on increnenta
cost. And | agree. The Conmm ssion has the authority
to establish a rate-base on increnental cost. And
MEGC does not oppose that rate.

The problemthere is that the Conm ssion
can only do that in a rate case. There -- Section
393.270.4 in the Mssouri Water case from 1957 tel
you that this isn't a rate case. There's no
consi deration of all relevant factors in this case.
So this isn't arate case. So where is the
Commi ssion's authority to set an increnenta

cost-based rate here? The only place you can get that
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fromis from Section 393. 355.

The second problemis -- with setting
this increnental cost-based rate is that they want to
tell you that we're doing it wwth the Comm ssion's
rate-maki ng authority. Well, we have a probl em
because GO s opted into plant-in-service accounti ng,
whi ch sets a three-year noratoriumfor GMO rates. How
are you changing those rates if not for 393. 3557

Now, | woul d suggest that GVO nmay be abl e
to do that with a rate case, but it would have to give
up their PISA election in the neantine.

The third problemis that it appears that
the signatories seek to exenpt Nucor from paying GMJ s
RESRAM charge. Now, there is express statutory
authority to exenpt large custonmers from paying a
utility's MEEIA cost. That authority is contained in
Section 393.1075.7. |'munaware of any statutory
provi sion that allows any custoners |ike Nucor to opt
out of the utility's RESRAM charge. There's just no
authority for that.

Finally, 1'd like to address two ot her
qui ck points. First, the signatories have sought to
make this contract and its terns secret. | don't see
the logic in the secrecy. Statutes call for the

Commi ssion to approve tariffs and rates and to publish
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those rates for public review

When the Conmm ssion approved the rate --
the increnmental charge rate for Noranda, that rate was
made public. Wy the secrecy behind this rate? |
woul d argue that by nmaking this rate public, we show
ot her potential custoners that a rate of this
magni tude is possible in Mssouri. W show ot her
potential customers | ook what you can do in M ssouri;
you nmay want to nove here.

But if we hide this rate, if no one gets
to see it, they don't know the potential in Mssouri.
You know, it seens sonewhat contrary to economc
devel opnent to give this rate, nmake it secret and then
not use it to attract other custonmers. So | would
argue that this rate shouldn't be nmade public.

Finally, GMO suggests that we can't
proceed under Section 393.355. They say that that
statute was only designed for current custoners, that
It wasn't designed for a new custoner comng in, that
it wasn't designed for a custoner that requires
increnmental investnent. And | think that's clearly
wWr ong.

If you | ook at the Statute 393.355, it
extends to steel mlls. Wll, before Nucor, M ssouri

didn't have any steel mlls. So if it extends to
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steel mlls, by inplication that had to be a new steel
mll. If you |look later, it says that it also
applies, quote, to a facility with new or increnental
increase in |load equal to or in excess of

50 negawatts. New.

Clearly the General Assenbly envisioned
that 393. 355 would not only extend to the Norandas of
the world, but would extend to new custoners. GVO
asserts that wow, well, we have a problemthen because
we have this 18 mllion dollar investnent and our net
i ncone can't go down.

That's not a problem As | said, the
track -- the statute says you have to have a tracker
to guarantee that their net inconme won't go up or go
down. So in addition to the net incone tracker to
make sure that all profits flow back to custoners,
there's another part of this net income tracker which
says we wll give you carrying costs and depreciation
on this investnent.

You do it all the time. You did it with
Sibley, you didit with latan when it was built, you
did it with La Cygne when it was built. You give not
only the net incone tracker to cover the increased
profits, but also the net inconme tracker to nake sure

that they don't suffer net incone |oss by tracking and
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deferring their carrying costs and their depreciation
on this investnent. They're nade whole. They don't
get an increase because of profits, but they don't
suffer any decrease because of the investnent.

Just a couple other things. You were
referred to several special contracts that the
Conmm ssi on has done. Those special contracts have
never been challenged in any way. You've done them
| don't know the terns of them because | didn't see
them Do they have a ten-year termin then? |[|f they
do, I'd say the sane problemexists. But there has
never been a court case that says the Conm ssion has
the authority to do special contracts.

Now, the signatories tried to slide one
by you by referring to a GST case, but -- and GST had
a special contract, but the court case has nothing to
do with special contracts. That court case, if you
read that opinion, all has to do with whether the
Conmm ssi on shoul d accept sone evidence in a |later
di sput e.

It didn't say that the Conm ssion can
approve special contracts. The fact that it uses the
term "special contract” in the holding or in the
entire decision doesn't nean you have that authority.

So | would argue that the issue of whether the
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Comm ssi on can approve a special contract is stil
entirely up in the air. But that said, outside of
Section 393. 355, the special contract can't have a
termthat binds future Conm ssions.

Finally, getting to some questions from
Comm ssioner Hall to M. Thonpson about the subsidy
here, the parties have all raved that, quote, rates
wi || exceed increnental cost. | think Staff said sure
token that GVO does not expect any |oss. There's
going to be profits here. There can't be a subsidy if
there's profits.

Now, Staff tried to nmake it seemlike
there may be a subsidy, but what Staff fails to
realize is that current custoners are picking up the
entirety of fixed costs already. So the only cost
going forward will be the increnmental cost.

And they told you the rate will exceed
those increnental costs so there won't be a subsi dy.
Al there will be are profits. And that's the point
here today. There is going to be profits. And the
statute says that between those rate cases, those
profits go back to other custoners. They don't go to
the utility.

So that's why I'mfighting here today.

Gve this -- give the special contract this special
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rate, but make it in terns of Section 393. 355 because
that's the only way you're going to be able to give
the termthat Nucor needs. That's all the questio--
all the comments | had.

JUDGE WOCDRUFF:  Conm ssi oner Kenney?
Conm ssi oner Hall?

BY COWM SSI ONER HALL:

Q Good nor ni ng.

A Good nor ni ng.

Q Well, | do agree with you that House
Bill 1 was designed both for new and existing
custoners. | think the words of the statute nmake that
abundantly clear. But |I'll also say | do not think

that it was designed for a situation where the utility
woul d have to expend significant anounts of noney

to -- to either put a new custoner online or to
provi de additional service for an existing customner.
And | think that that is perhaps the rub here.

A Now, is your concern -- you used the word
“significant anounts of noney." Is it significant
amount s of noney or any noney?

Q well, Il -- 1I"lIl et you address bot h.

A Okay. | think the fact that -- there's
no distinction. The statute does not distinguish

whether it's one dollar to serve a new custoner,
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whether it's a billion dollars. What the statute says
I's net inconme shall not be increased or decreased.
And you shall inplenment a tracker in order to do that.

W do that all the tine. Like |I said,
when latan 2 cane online, we -- when La Cygne cane
online, when Sibley renovation cane online in 1979,
the Commi ssion inplenented trackers to nmake sure that
the utility's net incone didn't go down as a result of
t hat .

And that's all the statute says.
| npl enent a tracker to nake sure their net incone
doesn't go down. So if GVO is meking a hundred
doll ars now and they invest noney to serve this
custoner, they're going to have -- when that cones in
service, they're going to have carrying costs and
depreci ation. And absent sone tracker, that wll
drive their net inconme down.

Q So where -- where in the statute do you

see that the Conpany can get depreciation and carrying

costs --
A Let ne grab the statute.
Q -- on this investnent between rate cases?
A It says -- 393.355.3 says the Comm ssion

shall establish trackers and shall ensure that the

changes in net margi n experienced by the el ectrical
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corporation between general rate cases as a result of
serving the facility are calculated in such a manner
that the electrical corporation's net incone is
nei t her increased nor decreased.

Q So in your -- so fromyour perspective,
that neans that the Conpany would be able to get its
depreciation on this 18 to 20 mllion doll ar
i nvestnment and its carrying costs?

A Correct. And net incone is neither

i ncreased nor decreased as a result of that.

Q And that anount would be included in
the -- in the tracker?
A Those anounts, depreciation and carrying

costs, would be collected in a tracker, deferred into
the next rate case at which point they would get
recovery of that.

Q So then the only difference or the only
I ssue would be the return on that investnent?

A Carrying cost is a return essentially.

Q So then -- so then -- well, it's usually
a cost of debt, isn't it?

A The Conmmi ssion -- there's no established
rule. The Conm ssion can detern ne what the carrying
costs should be on that.

Q So then essentially your position is that
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under the tracker, the Conpany is going to get
essentially what it would get under this contract?

A No.

Q Ckay. Well, explain the difference then.

A What the Conpany is seeking under this
contract is to keep all the profits in between rate
cases.

Q So the differen-- so explain to ne what
you think the difference is between those profits and
the depreciation and carrying costs.

A The profits -- the -- the profits --
they're -- the profits that are being -- that will be
garnered as a result of this are not based upon any
rate- maki ng authority. So you can't say that the
profits will be X Ilike it would under a rate case.

Q Well, | nmean | think what you're saying
is that the profits will be the -- the difference
bet ween what the rates would be if it was just
covering increnental costs and the -- the anount that
it's going to cover on fixed costs. That is the
anmount of profits that | think you' re identifying.

A Well, and since we're not doing a rate
case, we don't know if there are additional profits.
W don't know if the increnmental cost of providing

will be two cents per kilowatt hour and they're
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charging three cents a kilowatt hour. |It's -- the
statute nmakes clear that all profits go back to other
custoners and that the utility is sinply nade whol e.
No i ncrease or decrease in net incone.

Q kay. Going back to -- | think it's your
slide four in your Noranda history, which I found very
Interesting. Isn't it relevant though in that 2014
case that there was not a contract between Noranda and
Aneren; whereas, there is a contract here? Isn't that
of sone rel evance?

A | -- 1 don't think so. | don't think --
the Commission, in nmy mnd, doesn't have any
additional authority to approve a ten-year termsinply
because it's in a contract versus in a tariff. Your
authority is your authority. | nmean if -- if that's
where your authority had to conme from |'msure
Nor anda woul d have been happy to execute a contract

wi th Ameren.

Q Ch, well, I -- not in -- not that year.

A Vell --

Q Not that year.

A -- Aneren m ght not have been happy to do
It, but Noranda. | -- I think it is -- if -- if the
fact that -- | don't see how a contract in and of

itself gives you sonme type of authority. Your
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authority is contained in the statutes. |If a contract
is all that's needed for you to get additiona
authority, everybody will be doing contracts. Your
authority is pinned in by 386 and 393.
COW SSI ONER HALL: 1t's sonmewhat
unort hodox, but | would really like to hear
M. Thonpson and M. Fischer respond to that -- that
position, that -- that -- that the contract doesn't
extend -- doesn't affect Comm ssion authority and we
have -- what authority we have is either under the
statute or -- or under sone other specific provision
in law, which have not been specifically identified.
JUDCGE WOCDRUFF: | think that woul d be
appropri ate.

| have one other question too that m ght

draw a response fromthemas well, if asked that.
BY JUDGE WOODRUFF:

Q And that's about the --

A Do you want ne to sit down or --

BY JUDGE WOODRUFF:
Q No, you can wait here. This is a

question for you.

A Ckay.
Q And it's about the tracker requirenent
in--1in --in the statute. Does it -- is it a
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tracker requirenent until the first rate case after we
approve it or is it after that rate case, is there a

new tracker until the next rate case until the end of

the -- the contract?
A It -- | wouldn't have witten it this
way. | would argue that it should only be till the

first rate case until all those costs are put into
rates, but the statute clearly uses the plural when it
says between general rate proceedings. So it seens to
mean that you'll have a tracker and then you'll have
anot her tracker.

But | would say that you woul dn't need
anot her tracker because once that is all built into
rates, the profits are reflected in the rates,
that's -- we don't need another tracker. It's not

li ke profits should go up or down. So six of one,

hal f dozen of the other. | don't knowif it's
necessary.
Q | was concerned about the sane | anguage.

JUDGE WOCDRUFF:  All right. Staff, Nucor
and GVMO -- we'll call themthat -- do you have any
response? W'Ill start with -- with -- with GMO. D d
you have any response to those questions fromthe
Comm ssi oners?

MR. FISCHER  You're asking ne? |'m
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sorry.
JUDGE WOCDRUFF:  Yes, | am
MR FISCHER: Let ne -- let ne begin by
just saying that special crontract -- contracts have
had terns for many years. And | don't -- | think that

I f the Comm ssion that at sonme future date wanted to
| ook at a contract and -- and it determ ned that for
sone reason that it was not an appropriate rate under
changed circunstances, | think there's sonme old -- old
case |l aw that probably suggests that the Conmm ssion
has authority to look at that and to do it in the
future.

But that is a future issue. It's not one
that says you can't approve a contract that has a
one-year or a ten-year term That's not -- there's
not -- | don't think there's any case |aw that would
suggest that that's not appropriate. | think there is
sone case law that said you can -- if you | ooked at a
contract in the future, you could -- you could revise
it if you needed to. And that general authority |
t hi nk exi sts.

Was there another specific question?

COW SSI ONER HALL: well --

MR FISCHER And it's -- it's been done

outside the context of rate cases for nmany years, as
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' ve pointed out.

COW SSI ONER HALL: So then it woul d be
your position that four years fromnow a future
Commi ssion could cone back and | ook at this contract
and say it's no |onger just and reasonabl e?

MR FISCHER | -- |'ve never seen that
directly addressed, but | think there is sone old case
| aw t hat suggests that the Conmm ssion has the
authority to supersede contracts if they found that to
be in the public interest. That may go back to about
1913 t hough, Judge, so I'mnot -- you know, | don't
think it's been addressed just recently.

JUDGE WOCDRUFF:  The ot her question |
asked M. Wodsmal |l was about the redoing trackers.
After another rate case, would there have to be
anot her tracker?

MR FISCHER: Well, that -- that issue
was raised | think by Conmi ssioner Hall a little bit.
And | think it's unclear in that statute how --
whet her that net income would -- whether you ever
could change it or not.

| think M. Thonpson nade a very good
poi nt though under Section 2. You could read that to
say whatever the difference between the enbedded rate

under a tariff, say large power rate and the -- the
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| ower discounted rate for the -- for the -- under the
special termwould be socialized anong ot her
custoners. And that -- that's not sonething the
Conpany wants to do.

| was actually addressing that if it fel
bel ow i ncrenental cost, then you would be socializing
it wth other custoners. But | think M. Thonpson is
raising a very good point that under that statute, it
|l ooks like it's the difference between the enbedded
rate and the actual contract rate.

And that's not -- that's not what -- the
approach the Conpany wants to take. W don't want
ot her custoners to be hel ping to subsidize this.

JUDGE WOCDRUFF:  Over to Nucor then.

COMM SSI ONER HALL:  Well, let ne ask
one -- one nore question to M. Fischer.

So do -- do you agree -- and | -- | nay
not characterize this correctly, but I'lIl try. Do you

agree with M. Wodsnall that under Section 3 of
393. 355, that -- that the Conmpany woul d be able to --
to recover depreciation on that 18 to 20 mllion
dol l ar investnent and get carrying costs?

MR. FISCHER |I'mnot sure that's clear,
but | think I'd suggest that you ask our accountant

Wi tness today, M. Darrin lves, then how that net
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i ncome woul d be determned. | think he'd be the
better person to address that kind of accounting
gquestion. But | don't think that's clear, no.

COW SSI ONER HALL: So if -- but if he --
if he is right that you would be able to recover that,
what woul d be the loss to the Conpany of -- of -- of
enpl oying the tracker that is set forth in that

provi si on?

MR FISCHER | don't think you' d be able
to suggest that the -- the additional anmount above the
i ncrenmental cost would be used to -- to help | ower

ot her custoners' rates under that scenario.
COMM SSI ONER HALL: So it's not a harmto

the Conmpany, it's a potential harmto other custoners?
MR, FISCHER | think it could be both.

| mean, in the interimwe're -- we're not going to be

able to earn a profit, that's --

COW SSI ONER HALL: | guess I'mtrying to
understand what that -- what it is that you think you
woul d not be able to learn -- earn?

MR FISCHER. Well, that's how you define
the incone. And that's where |I think you ought to ask
M. lves how -- how that woul d be handl ed.

COMWM SSI ONER HALL: Ckay. Thank you.

JUDGE WOCDRUFF:  Public Counsel, anything
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to add?

MR. HALL: Could | ask for a rephrasing
of the question? | believe the question was, is there
any inplication between the -- whether there was a

contract between the industrial custoner and the
utility conpany versus the situation wthout the
contract?

JUDGE WOODRUFF:  Yes.

MR HALL: As to -- at first blush,
fail to see a distinction in how the contract would
involve that. What | would consider in the situation
with a contract would be that if a custoner relies
upon the contract, as Nucor has testified they relied
upon the special rate to conme to Mssouri, and then
that special rate could not be approved for whatever
reason, | would inmagine that the industrial custoner
woul d have possi bl e contract damages cl ai ns agai nst
the utility.

And that could possibly put the custoner
in a situation -- in a financial situation such that
it would have been served under the special rate as a
result of the successful contract claim

JUDGE WOCDRUFF: M. Wodsnal I, any final
responses?

MR. LAVANGA: Judge --
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JUDGE WOODRUFF:  |I'm sorry. Go ahead.

MR. LAVANGA: |I'd just like to nmake a
couple points. And | haven't taken a close | ook at
t he Noranda case, but it does appear that there are
factual differences in that case and our case.

In that case, the Conm ssion seened very
concerned about the fact that there was a possibility

of other custoners having to subsidize Noranda. And,

in fact, it seened like the -- the rate was wel |l bel ow
what the -- what the rate other custoners paid, so
there was going to be sonme subsidization. | think

that's a key factual difference.

The other thing |I'd point out kind of
followng up on OPCis if -- if there's a situation
where an industrial custonmer nmakes a contract for ten
years and -- and there is a provision that allows the
Conmmi ssion to reopen that and re-1ook at it, that
could be a death nail for econom c devel opnent in --
in the state. You're not going to -- you' re not going
to be able to draw custoners |ike Nucor and ot her
| arge industrial custoners if there's that type of
uncertainty.

JUDGE WOODRUFF:  All right.

MR, THOMPSON. Were you skipping Staff?

JUDGE WOCDRUFF: |'msorry. | guess |
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did skip you, Staff.

MR, THOMPSON:. W th respect to the narrow
guestion of the relevance of the contract, there's --
there's plenty of case |law that contracts between
utilities and -- and custoners don't control or and
abrogate the Comm ssion's rate-nmaking authority. So |
think that's good gui dance that the contract doesn't
matter with respect to rate-naking.

In a | arger sense, you know, when | hear
M. Wodsnmal|l explain his understanding of 355 and
that carrying costs and depreciation can be recovered
by the Conpany and that any excess profits would go
back to other ratepayers, it seens to ne that that's
novi ng a 355 arrangenent nuch closer to the
arrangenent that's in front of you under the SIL
tariff and Nucor special contract.

The one difference that | see, in fact,
at this point is that in the event of deficient
revenues, under 355 the ratepayers are on the hook.
Under what's been proposed under the SIL tariff and
t he Nucor special contract, the sharehol ders are on
the hook. So that's the one difference that | see.

JUDGE WOCDRUFF: M. Wodsmal | ?

MR, WOODSMALL: Yeah. Just to wrap up.

I think M. Fischer hit on the exact point of ny
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concern here between himand what Nucor said.

M. Fischer said the Conmssion -- in a specia
contract, the Comm ssion can -- in the future can
change, review or revise in the future based upon
changed circunstances. But then you heard Nucor say
that's a death nail to econom c devel opnent. And
that's the entire point.

Section 393.355 binds the Conmi ssion. It
gi ves econoni c devel opnment the certainty it needs.

The Commi ssion can't review it in the future. They
know it's going to be good for ten years. So what you
have seens to be going on here is a conflict between
Nucor saying we want this for ten years, and GVO
saying well, we want to be able to keep the profits in
bet ween cases; therefore, we're going to subject it to
further Comm ssion review, other parties comng in and
reviewing for the next ten years.

So if you want to nmake this a certainty,
if you want to give econom c devel opnent the -- the
certainty that their rate is going to |l ock in, 393.355
does that.

And so that's why |'m saying --
represent industrial custoners. That's why |'m saying
do this under 393.355. Don't go out there and try and

get creative and sink this. Don't go out there and
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try and get creative and cause uncertainty. W have a
certain path to get there. Do it.
BY COWM SSI ONER KENNEY:

Q | just had one brief question. On -- you
brought up on slide four that Commr ssioner Hal
nenti oned and you brought up -- and the ER-2014-0258
and you nentioned the case | aw where a Conm ssi on
cannot bind further Conmm ssions. But is there
anywhere in the statute that prevents us, pro--
prohi bits us fromaccepting a ten-year contract?

A There is -- and that's an inportant
point. The Comm ssion's authority is limted to
what's in the statute. The Conm ssion's authority
isn't everything that's out there except for what's in
the statute. So there is no statute that says you
can't do it --

Q There's no --

A -- but there -- but there is case |aw --
pl enty of case |aw out there.

Q Statute. | understand there's case |aw,

but there's also case | aw on ot her issues, so --

A There -- but there's not.

Q | didn't say on -- on -- okay.

A There is case |law --

Q I"'mthe only non-attorney in here, but I
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have two kids that are attorneys. That gives ne an
I dea.

A There's lots of case | aw out there that
says that a doctrine called stare decisis does not
apply to the Comm ssion. And what stare decisis neans
Is that the Comm ssion has to follow its previous
decisions. And the case |aw says that doesn't apply.
One Conmi ssion doesn't bind a future Comm ssi on.

Q So are you saying case law, that there's
never been a contract that the Conm ssion has accepted

t hat exceeds the --

A There has --

Q -- to be considered in the next rate
case?

A There has never been, in all ny

know edge, a case that says that the Comm ssion is
free to approve special contracts. The Conm ssion's
done it, just like the Conmm ssion back in the '70s did
fuel adjustnent clauses. But there was never a case
to challenge it until '79 soneone cane al ong and said
let's ook at this.

And now | ' m sayi ng just because you've
done it in the past doesn't mean you can do. But 355
says you can do it. Let's do it that way. Let's not

get creative.

TI GER COURT REPORTI NG LLC
WAV TI GERCR. COM  573. 999. 2662

89



© 00 N oo o b~ wWw N PP

N D N N NN P B P P P PP PP
a A W N P O © 00 N O 0o A W N —, O

EO 2019- 0244, Vol . 111

Q Thank you.

JUDGE WOCDRUFF:  All right. Thank you.

MR, WOCDSMALL: Thank you.

JUDGE WOODRUFF: That's all the openings
then. We'll take a break before we call the first
w tness. Let's cone back at 11:45.

(A recess was taken.)

JUDCE WOCDRUFF: We're back on the record
after our break. M. Van de Ven is on -- on the
tel ephone line. And we're ready to begin with the
first witness, which would be M. Van de Ven. And I
understand he's going to be testifying for Nucor; is
that correct?

MR. LAVANGA: Correct.

THE WTNESS: That's correct.

JUDGE WOCDRUFF:  So Nucor wi Il be doing
the exam nation. And -- but before they do that,
"Il -- 1"Il give you the oath, M. Van de Ven.

(Wtness sworn.)

JUDGE WOCDRUFF:  Thank you very nuch.
You may i nquire.
KEVI N VAN DE VEN, being first duly sworn, testified as
fol | ows:
DI RECT EXAM NATI ON BY MR LAVANGA:

Q Good afternoon, M. Van de Ven.
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A Good afternoon.

Q M. Van de Ven, your -- your Direct
Testi nony has been | abeled as Exhibit 4. Can you
pl ease state your nanme and business address for the
record?

A My nane is Kevin Van de Ven and ny
busi ness address is Nucor Steel Sedalia, 500 Rebar

Road, Sedalia, M ssouri.

Q Did you cause to be filed what has been
mar ked as Exhibit 47

A Yes.

Q Is this the pre-filed Direct Testinony --

Is this your pre-filed Direct Testinony in the case?

A Yes.

Q Do you have any corrections to nake to
your testinony?

A No.

Q If I were to ask you the sanme questions
as those contained in your testinony today, would your
answers be the sane?

A Coul d you repeat that, please?

Q l"msorry. If I were to ask you the sane
guestions as those contained in your testinony today,
woul d your answers be the sane?

A. Yes.

TI GER COURT REPORTI NG LLC
WAV TI GERCR. COM  573. 999. 2662

91



© 00 N oo o b~ wWw N PP

N D N N NN P B P P P PP PP
a A W N P O © 00 N O 0o A W N —, O

EO 2019- 0244, Vol . 111

MR, LAVANGA: Your Honor, |I'd like to
nove Nucor -- or I'msorry, Exhibit 4 into evidence
and the witness is available for cross-exam nati on.

JUDGE WOODRUFF: Ckay. Exhibit 4 has
been offered. Any objections to its receipt?

Hearing none, it wll be received.

(Conpany Exhibit 4 was received into
evi dence.)

JUDGE WOCODRUFF:  For cross-exam nation
then, we would begin with GVO

MR. STEINER W have sone, Your Honor.

JUDGE WOCDRUFF:  All right.

CRCOSS- EXAM NATI ON BY MR STEI NER:

Q Can you -- M. Van de Ven, this is Roger
Stei ner, counsel for GVO, now Evergy. Can you hear
me?

A Yes.

Q Coul d you give us an update on the status

of construction at the Sedalia facility?

A Sure. Mich -- construction of nuch of
the mll is largely conplete. Overall, |I'd say the
construction is -- is 90 percent conplete. W -- we
are still finishing up tying up sone |oose ends in the

nelt shop. So currently our activities are around

continuing to set equipnent in the nelt shop and

TI GER COURT REPORTI NG LLC
WAV TI GERCR. COM  573. 999. 2662

92



© 00 N oo o b~ wWw N PP

N D N N NN P B P P P PP PP
a A W N P O © 00 N O 0o A W N —, O

EO 2019- 0244, Vol . 111

comm ssioning the rowing mll. And we're still on
schedule to safely strike our first arc late in the
fourth quarter of this year.

Q And when do you anticipate the plant to
begi n conmerci al operations?

A. Well, there -- there's still a | ot of
unknowns so -- so we're not exactly sure. But at this
poi nt, you know, we've not really encountered any --
any showstoppers and we're working on -- on starting
commerci al operations in the first quarter of 2020.
W think that's a -- that's achievabl e.

Q Ckay. GMO has requested an effective
date of January 1, 2020 for the contract, the tariff.
Is this effective date inportant to Nucor?

A Absolutely. W -- we need the rate

approved and in place, you know, prior to starting

comercial operations. And as | said, we -- we -- you
know, we're not sure if that wll be January 1. W
are -- we are certain that will be in the first
quarter. And we're hopeful that we can -- we can put
sone tons on a mll in January.

Q And you're aware that under the contract,
Nucor's load will be served by renewabl e energy,

specifically wind energy; is that correct?

A. Yes. ' m awar e.
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Q WIl the fact that it's served pri--
Nucor is served primarily by renewabl e energy provide

benefits to Nucor?

A Yes. | think -- | think it wll for
several reasons. As -- the wind resource is a -- is a
| ong-termresource and that's one that hel ps -- you

know, hel ps GVO be able to provide Nucor with a stable
rate over the termof the contract.

The pricing of the wind is favorabl e,
which -- which I think allowed, you know, GVO to
develop a rate that -- that -- that nmet our required
price point. And then the fact that we'll be -- we'd
be served by renewabl e energy really helps us with
sonme of our custoner base that -- that -- that -- you
know, that want suppliers that have a sustainable
ener gy source.

Q Do you support the use of wind energy to
supply the Sedalia facility?

A. Yes.
Q Thank you, M. Van de Ven.
A. You' re wel cone.

JUDGE WOCDRUFF:  All right. Then we'll
nove to Staff.

MR, THOMPSON. No questions. Thank you.

JUDGE WOCDRUFF:  Public Counsel ?
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CROSS- EXAM NATI ON BY MR HALL:

Q M. Van de Ven, |'mnot sure what tine
you' re operating on, so |I'll just say good day.

A Yeah. Thank you. Yeah, good day. That
wor ks perfect.

Q M. Van de Ven, | have a couple

guestions. On page 8 of your testinony, you talk

about -- lines 5 through 6 I'm focusing on. You say

but for the avai
woul d not have c

par aphrasing --

A. Yes.

testinony here s

lability of a special rate, Nucor
hosen the loc-- located plants -- |'m
near Sedalia. Are you follow ng nme?
Yeah. | don't -- |'ve got that

onmewhere, but | recall that, yes, that

was in ny testinony. W would not have | ocated

wi thout -- witho
abl e to achi eve
we had di scussed
site.

Q Can

ut assurance that we were going to be
a conpetitive rate that -- a rate that

prior to -- prior to determning the

| interpret that to nean that Nucor's

real objective would be the special rate, not

necessarily the
source of the en

rate?

energy that is -- the energy -- the
ergy that is supplied at that speci al

A Yeah. W -- it wasn't necessary that --

it wasn't necess

ary that the energy was supplied by --
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by wi nd, you know, the -- the wind resource. However,
we are -- we are intrigued by that and we think
there's sone -- there's a lot of potential benefits to
t hat .

Q M. Van de Ven, junping subjects, are you
famliar wwth any special rate legislation at the
M ssouri | egislature passed in 20187

A | -- I'"ve actually been listening in
to -- on the stream ng, watching the hearing so far so
|'ve learned a lot this norning. But, you know, we --
we were aware of -- that M ssouri had passed a new | aw
allowing for special electric rates -- rates for
alum num steel mlls. But, you know, that's about the
extent of it. You know, we weren't involved in
drafting the aw and we're not experts on it.

And, you know, KCP&L at a |ater date
said, hey, they didn't feel like this was the best
vehicle for us to use noving forward and that was --
that was fine wwth us. Sol'm-- I"'m-- ['ve -- |I'm
famliar with it, but, you know we weren't involved in
drafting the law and we're certainly not experts on
it.

Q So M. Van de Ven, maybe 1'I|l be a little
less -- little I ess subtle. The discussions that you

may have seen on the streamwere referring to what
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people are calling HB-1. That was passed in 2017.
' m aski ng about any legislation in 2018.
Let ne posit to you that a piece of
| egi sl ati on was passed in that year, Section 393.1640.
Did you or do you know of anyone at Nucor who revi ewed
that potential avenue for Nucor to get a special rate?
A | -- 1 don't.
Q Thank you. No further questions.
JUDGE WOODRUFF:  MECG.
MR, WOODSMALL: Briefly.
CROSS- EXAM NATI ON BY MR WOODSMALL:

Q Good -- good evening, sir.

A Good eveni ng.

Q Can you hear ne?

A Yes.

Q A couple brief questions. First off, do
you know the nature of the service that you'll be

receiving fromGVD? Is it transm ssion |evel,

substation level? Do you know what voltage |evel

you' || be receiving service?
A You know, I'mnot -- |I'mnot an
el ectrical engineer. | know that -- | know that
our -- you know, we're in the -- our -- our -- | think

we're estimating our annual kilowatts to be in the

240,000 kil owatts annually and our usage to be 40, 45.
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Q Ckay.

A Are you ta-- is that what you're
referring to?

Q No. But you did fine. Did-- there
was -- are you aware that there was the necessity for

a new substation to serve you?
A An investnment in the new substation? Was

| aware of that?

Q Yes.

A Yes.

Q And did -- do you know did Nucor have to
pay any of that investnent in that substation?

A Nucor did not -- there was a -- that --
that substation -- | don't want to say in the
entirety, because | don't want to speak out -- out of
line, but the -- the majority of that infrastructure
was part of our agreenent to relocate to -- to --
to -- not relocate, but to |ocate to Sedali a.

Q kay. So --

A That was -- that -- the majority of that

was -- was paid for by KCP&L.

Q You say a majority. Did you --

A Maybe and pos-- and possibility all. |
just -- | think there may be sone itens that -- that
we had to pay for. And | -- | don't want to speak out
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Q | understand
A -- | don't want to tell you sonething

that's not accurate.

Q Ckay.
A KCP&L nmade a significant investnent.
Q Ckay. Are you aware of a GO tariff that

al l ows non-residential custonmers to purchase renewabl e
energy and the associ ated renewabl e energy credits?

A ' m not.

Q Okay. And so you don't know if that
woul d satisfy any benefits that Nucor would have by
being able to show that they are served by renewabl e
ener gy”?

A No. Qur -- our -- our interest, you
know, and as | said, you know, it was not -- being
served by renewabl e was not part of our decision to
| ocate. It was about the rate. You know, we had to
have -- we have two -- two primary vari abl e costs.

W' ve got scrap and we've got utilities. And we have
to have conpetitive -- we have to have a conpetitive
price for both of those.

The fact that we're being served now by
renewable | think is -- is a great story for Mssouri.

We've got -- you know, we're the largest recycler in
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North America. W're using scrap, we're collecting

scrap from M ssouri scrap yards, using 100 percent

of -- of our raw material as scrap. W use renewable
energy froma -- froma power conpany in Mssouri
that -- that worked with the Econom c Devel opnent in

Pettis County, the state of Mssouri, the Governor's

office. So |l think it's -- | think it's a great
story.

You know, we can -- we can use these
renewabl es then to help rebuild Mssouri. So it
wasn't -- it wasn't a reason that we -- that we chose
M ssouri, but |I think that -- | think there's a great

story there.

Q Ckay. But you don't know if that sane
benefit could have been achi eved with other GVO
tariffs; is that correct?

A That's correct.

Q Ckay. Moving on -- and |'m al nost done.
Can you kind of express for nme how -- you said that
the rate was, quote, primary. But can you tell ne how
critical was it to Nucor that they get a ten-year term

for the rate?

A W needed a long-termrate and, you know,
ten years would -- would -- would cover that. | nean
the longer, the better. | would say ten years at --

TI GER COURT REPORTI NG LLC
WAV TI GERCR. COM  573. 999. 2662

100



© 00 N oo o b~ wWw N PP

N D N N NN P B P P P PP PP
a A W N P O © 00 N O 0o A W N —, O

EO 2019- 0244, Vol . 111

you know at -- at a mninmum And, you know, the --
the rate's critically inportant to us. W've -- you
know, that's -- it's our -- it's our second | argest

vari abl e cost behind scrap.

Q If -- if this rate is subject to review
in future rate cases, would that concern Nucor?

A | -- repeat that, please.

Q If the Nucor rate is subject to review
and possibly changing in future rate cases, would that
concern Nucor ?

A Wll, | think all of our rates are
ultimately subject to review at sone point. |It's just
a matter of when they're subject to review, you know.
And -- and -- and a long-term stable power rate is
critical to us, you know.

You know, we're -- we're going to nake
rebar and we're going to -- we're going to guote
peopl e prices on rebar for construction projects that
many tinmes |ast years. You know, we have to have a
stabl e and a predictabl e power rate.

Q Let ne try that a different way. How
critical -- would it concern Nucor if their rate is
subject to review and changing within the next ten
years?

A. Wthin the next -- inside of the next ten
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years?

Q Yes.

A Yeah. That -- that woul d be concerning.
If we have a ten-year agreenent and we're going to
change it inside ten years, | would say that that
woul d gi ve us sone pause for concern.

Q kay. So hypothetically if Nucor could
proceed in two different ways, one being that it got
the rate you want and the ten years was | ocked down,
set in stone, or the second is you could get the rate
you want but there's no certainty and it coul d change
in the future, which option would you prefer?

A Let me -- | think I heard you right. You
said would we prefer an option where we coul d be
guaranteed the -- the rate we negotiated for the term
that we negotiated without it changing or we woul d
prefer to have that up for review even though we -- is

t hat your question?

Q Right. Wich option would you prefer?

A Yeah, obviously we would prefer that --
that the agreenent be -- be honored and not revi ewed
and -- before the agreenent expires.

Q Thank you. | have no further questions.
Enjoy Italy.

A Thank you.
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JUDGE WOCDRUFF:  All right. W'Ill nove
up fromquestions for the Bench. Conm ssioner Kenney?

COW SSI ONER KENNEY: | have no questions
for M. Van de Ven. Thank you.

JUDGE WOCDRUFF: | have no questions
either, so no recross. Any redirect?

MR. LAVANGA: No redirect, Your Honor.

JUDGE WOCDRUFF:  All right. Then Thank

you, M. Van de Ven. |'mgoing to hang up the cal
and you can go ahead and keep watching on -- on the
screen.

THE WTNESS: Al right. Thank you very
much.

JUDGE WOCDRUFF:  Thank you.

COMWM SSI ONER KENNEY: M. Wodsnal | ?

MR, WOODSMALL:  Yes.

COMM SSI ONER KENNEY: | just had one
guestion. Are there any specific industrial clients
that you -- that are supporting your position today
that you represent?

MR, WOCDSMALL: |'m not going to disclose
that. There -- there is United States Suprene Court
case law that protects nmenbership in entities |ike
m ne from having to disclose their nmenbers.

As you saw from sone of the efforts by
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sone of the parties in this case, they would | ove to
get at the identity of those nenbers and |'m not going
to subject ny supporting entities to that type of
harassnment. So |'m not going to disclose that.

COW SSI ONER KENNEY:  Ckay. Thank you.

MR, WOODSMALL: But there are. The
answer is yes, but | won't identify them

MR. FI SCHER: Conmmi ssioner, | would also
direct you to the pre-hearing conference transcript
where M. Wodsnal |l indicated he did not have a
custoner at that tine.

MR, WOCODSMALL: No. | said | represent
MECG. | didn't say who supported MECG

COMM SSI ONER KENNEY: Ckay. Thank you.

JUDGE WOCDRUFF:  We'll nove onto the next
W tness then, which is M. Stonbaugh. Well, it's
noved to good afternoon now.

THE W TNESS:  Yes.

JUDGE WOODRUFF: Pl ease rai se your right
hand and |I'I1 swear you in.

(Wtness sworn.)

JUDGE WOCDRUFF:  Thank you.

You may i nquire.
MARK STOVBAUGH, being first duly sworn, testified as

foll ows:
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DI RECT EXAM NATI ON BY MR STElI NER:

Q Pl ease state your name for the record.

A Yes. Good afternoon. M nane is Mark
St onbaugh.

Q M. Stonbaugh, where do you work?

A | work for the Departnent of Economc

Devel opnent .
Q And what do you do there?
A. |"mthe division director for our

regi onal engagenent teans.

Q Did you cause to be filed pre-filed
Direct Testinony, which is -- which has been marked as
Exhibit 3 in this case?

A | did.

Q Do you have any changes to that

testinony, M. Stonbaugh?

A | do not.

Q If I were to ask you the sanme questions
contained in Exhibit 3, would your answers be the
sanme?

A. They woul d, sir.

MR, STEINER  Judge, | would offer
Exhibit 3 and tender the w tness for cross.
JUDGE WOCDRUFF:  All right. Exhibit 3

has been offered. Any objections to its receipt?
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Hearing none, it wll be received.
(Conpany Exhibit 3 was received into
evi dence.)
JUDCE WOCDRUFF:  For cross-exani nation
then we begin with Nucor.
MR, LAVANGA: No questions, Your Honor.
JUDGE WOODRUFF:  Staff.
MR, THOMPSON. No questions. Thank you.
JUDGE WOCDRUFF:  Public Counsel.
MR. HALL: No questions. Thank you.
JUDGE WOODRUFF:  MECG.
MR, WOODSMALL: No questions.
JUDGE WOCDRUFF:  Any questions fromthe
Bench?
COW SSI ONER KENNEY: | do have a
guestion or two just to be consistent.
QUESTI ONS BY COWMM SSI ONER KENNEY:
Q Hell o, sir
A Good afternoon.
Q Did -- who asked you to testify here
t oday?
A GVO di d, Conm ssi oner.
Q Did you get any approval from Economi c
Devel opnent -- anybody in Econom c Devel opnent ?
A Yes. In conversations and providing the
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testinony, have -- have gotten approval from our

general counsel as well as the departnent director.

Q D d anybody hel p you prepare your
testi nony?
A No.
Q No. Are you getting -- other than state

salary, are you getting paid for this in any way?

A | am not.
Q Okay. Thank you
A Yep.

JUDGE WOODRUFF:  Any recross based on
t hose questions fromthe Bench?

MR, STEINER  No, Your Honor.

MR. THOMPSON: None from Staff.

MR. HALL: None from Public Counsel.

JUDGE WOODRUFF:  Any redirect?

MR, STEI NER:  No.

JUDGE WOODRUFF:  Then M. Stonbaugh, you
can step down.

THE W TNESS: Thank you.

JUDGE WOCDRUFF:  Next w tness then would
be Jessica Craig.

Good afternoon.

THE W TNESS: Good afternoon.

JUDGE WOODRUFF: Pl ease raise your right
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hand.

(Wtness sworn.)

JUDGE WOODRUFF:  Thank you.

THE WTNESS: Thank you.

JUDGE WOCDRUFF:  You may inquire.
JESSI CA CRAIG being first duly sworn, testified as
fol | ows:
DI RECT EXAM NATI ON BY MR, STElI NER:

Q Good afternoon

A Hell o. Good afternoon.

Q State your nane for the record, please.
A Jessica Craig.

Q Ms. Craig, where do you work and what's

your position there?

A " mthe econom c -- executive director
for Econom c Devel opnent in Sedalia, Pettis County.
Q And did you cause to be prepared
pre-filed Direct Testinony, which has been prenarked

as Exhibit 1 in this case?
A | did.
Q Do you have any changes to that
testi nony?
A | do not.
Q If | were to ask you the same questions

contained in that testinony, would your answer be the
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sanme?
A Yes.
MR, STEINER  Move for the adm ssion of
Exhibit 1 and | would tender this witness for cross,
Your Honor.
JUDGE WOCDRUFF:  Exhibit 1 has been

offered. Any objections to its receipt?

MR, THOMPSON. No objections from Staff.

JUDGE WOCDRUFF: It will be received.

(Conpany Exhibit 1 was received into
evi dence.)

JUDCE WOCDRUFF:  Cross-exam nation then
begi nning with Nucor.

MR. LAVANGA: No questions, Your Honor.

JUDGE WOODRUFF:  Staff.

MR, THOMPSON: No questions. Thank you.

JUDGE WOCDRUFF:  Public Counsel.

MR, HALL: No questions.

JUDGE WOODRUFF:  MECG.

MR, WOODSMALL: No questions.

COW SSI ONER KENNEY: 1'm going to ask
the sanme questi ons.

JUDGE WOCDRUFF:  All right.
QUESTI ONS BY COWMM SSI ONER KENNEY:

Q Who asked you to testify here today?
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A GVO.

Q GVO. Did anyone help you in preparing
your testinony?

A No.

Q You prepared it all yourself?

A Uh- huh.

Q Quite a boon for Sedalia, huh?

A It is.

Q |'ve been driving through Sedalia for

about 20 years now. And what -- what's the expected
econom c inpact for the area?

A So it really rep-- you nentioned that
you've seen it. It represents the |argest project
froma conpany investing new into the community since
probably the late '70s. So there's -- there's a
significant direct inpact wth the nunber of new jobs
created, the capital investnent, the 250 mllion
dollars capital investnent.

But the indirect benefit, the 400 to 500
construction enpl oyees that are onsite every day,
those individuals are staying in our community, having
l unch in our community, buying groceries in our
community. And we've had about 50 new fam lies that
not only have noved to Pettis County, but also to our

surroundi ng counties. W're a very transient work
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force and so we have -- all the surrounding

communi ti es have al so benefited fromthe direct

I nvest nent .
Q Okay. Thank you.
A Thank you.

JUDGE WOCDRUFF:  Any recross based on
t hose questions fromthe Bench?

MR. THOWSON: None from Staff.

JUDGE WOCDRUFF: | don't see any. Any
redirect?

MR, STEINER:  No, Your Honor.

JUDGE WOODRUFF: Al right. M. Craig,
you can step down.

THE W TNESS: Thank you.

JUDGE WOODRUFF:  And we'll bring up
M. lves. Good afternoon.

THE W TNESS: Good afternoon.

JUDGE WOODRUFF: Pl ease rai se your right

hand.

(Wtness sworn.)

JUDGE WOODRUFF:  Thank you. You may
I nqui re.
DARRI N I VES, being first duly sworn, testified as
fol | ows:

DI RECT EXAM NATI ON BY MR Fl SCHER:
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Q Pl ease state your nanme and address for
t he record.

A My nane is Darrin Ilves, |-v-e-s. M
address is 1200 Main, Kansas City, Mssouri.

Q Are you the same Darrin lves that caused
to be filed in this case what has been now marked as
Exhibit 2, both the confidential and a public version
of your Direct Testinony?

A Yes, | am

Q Do you have any corrections or changes
that need to be nmade to that testinony?

A Not that |'m aware of.

Q And if | ask you the questions contained
i n that docunment, would your answers be the sane
t oday?

A Yes, they woul d.

Q And they're true and accurate to the best
of your know edge and belief?

A Yes, they are.

MR, FI SCHER  Judge with that, | would
nove for the adm ssion of Exhibit 2-C and 2-P and
tender the witness for cross.

JUDGE WOCDRUFF:  All right. Exhibit 2,
confidential and public versions, have been offered.

Any objections to their receipt?
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Heari ng none, they will be received.
(Conpany Exhibits 2-P and 2-C were
received into evidence.)
JUDGE WOCDRUFF:  And for
Cross-exam nation, again we begin with Nucor.
MR, LAVANGA: Just a couple of questions,
Your Honor.
CROSS- EXAM NATI ON BY MR LAVANGA:

Q Good afternoon, M. |ves.
A. Good afternoon.
Q | want to ask you a couple of quick

guestions about the stipulation in this case that's
been marked as Exhibit 5.

A Ckay.

Q You're aware of the stipulation.
Correct?

A | am

Q Do you believe that the stipul ation

represents a reasonable resolution to this proceedi ng?

A | do.

Q Can you provide a general overview of the
stipul ation?

A Yeah. At a high level, the stipulation
provi des for adoption of the special increnental | oad

tariff as proposed by -- by the Conpany in this
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proceeding with a few anmendnents that -- that were
entered through negoti ati on.

The stipul ati on, those anendnents nostly
surround additional custonmer protections based upon
the nonitoring and -- and reporting criteria that
were -- were outlined in the stipulation that went
beyond what was in our direct filed testinony.

It also provides for acceptance of the
special increnmental load tariff rate and contract that
was entered between GMO and Nucor.

Q Okay. Can you explainin alittle nore
detail the provisions related to the cost and revenue
nmonitoring and reporting?

A Yes. So a couple things. It was
Inportant to us and to the parties to the stipulation
that we create sub-accounts and nechanisnms to be able
to identify the costs to serve Nucor that are being
incurred and -- and the revenues that are comng in
from Nucor.

W' ve put nechanisnms in place for that,
outlines of which, froman exenplary basis, are
attached to the stipulation that was filed. The
stipulation also tal ks about, as was discussed in the
openings, the treatnent that will -- will occur at --

at the next general rate case, which -- which allows
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for an eval uation of those costs and revenues that are

bei ng nonitored and reported upon based upon the test

year results in -- in that case so that we can conpare
the revenues to -- to the cost to serve Nucor.
And -- and as was nentioned by sone of

the attorneys in opening, to the extent that the
revenues during that period exceed the cost to serve
Nucor, those revenues would be available to offset
part of the revenue requirenment for non-Nucor

cust omer s.

And to the extent that the cost in that
peri od happened to exceed the revenues that were
generated fromthe Nucor rate, there would be an
addi ti onal revenue adjustnment nmade to hold harnl ess
non- Nucor custonmers fromthat cost exceedance during
the test year.

| think it's inmportant for the Conm ssion

to know that we -- we did a | ot of analysis when we
put together the costs to serve Nucor and -- and the
rate that -- that we could agree to with Nucor in

order to serve themon a fixed basis over ten years.
One thing we know is the -- the w nd

resource being utilized to supply Nucor, while it is

extrenely helpful in allowing us to set a fixed rate

for Nucor over the ten-year period, we all know w nd
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is an intermttent resource and we'll have performance
devi ation at any given point in tine over the ten
years.

So while we've built the contract to --
to cover the costs over the entirety of the ten-year
term there is the potential, based on w nd
performance or Nucor performance, that in any given
test year leading into a general rate case, there
could be revenues in excess of cost or cost in excess
of revenues based on the intermttence of the w nd
and -- and the performance at Nucor.

And that's why we felt it was inportant
to put the hold harm ess protection in so that
non- Nucor custoners would -- would not be in a
position of subsidizing service to Nucor as a result
of what we woul d expect to be a -- a near termblip in
performnce, but -- but not representative of the
ten-year nature of our contract with Nucor.

Q Can you talk a little bit about how the
stipul ati on addresses Section 393. 16557

A Yes. In the stipulation and -- and the
negoti ati ons around that, we tal ked about the -- the
i nplications of Senate Bill 564 or 1955 and determ ned
that it made sense to be very clear in the stipulation

that because we were comng in for a special ten-year
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rate fixed for Nucor, to -- to be crystal clear in the
stipulation that Nucor would not be subject to any
effects fromPISA or the investnents that were being

i ncurred during the period for that.

And -- and in that same vein, nmake sure
that no one would m stake the single custoner speci al
contract with Nucor to be a new class of custoner that
woul d i npact the way the provisions of that -- that
| egi sl ati on operate, which has a different PISA cap
for the large power class conpared to -- to other
general cl asses.

So we made it clear that they should not
be considered in that determnation either. Al --
all in an effort to be clear that other custoners are
not being inpacted by the provision of service to
Nucor specific to PISA and ensuring that it was -- was

crystal clear in that regard.

Q M. lves, in your view, does this
stipulation protect custoners -- non-Nucor custoners?

A It does. You know, M. Thonpson all uded
toit in his opening, but, you know, we -- we felt it
was confortable in -- or -- or we felt it was

necessary in our discussions with Nucor and in ongoing
di scussions that we have with other interested

custoners to cone into the state of Mssouri, that al
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ot her custoners not be put in a positionto -- to
subsi di ze service to -- to large custonmers comng into
the state.

We think we've crafted a rate and a term
that neets Nucor's needs and requirenents. W think
we've done it in a way that puts us in a position to
not i mpact non-Nucor custonmners.

And then finally, because of sone of the
things | discussed about timng and intermttence of
supply, we've provided a hold harm ess to ensure that
If there were a situation where non-Nucor custoners
woul d be asked to subsidize, that we will nake an
adj ustnent to make sure that does not happen.

Q kay. M. lves, in your viewis the
stipulation in the public interest?

A Absolutely it is. And we didn't hear a
lot from-- fromthe other witnesses that were up a
little bit ago, but the witten testinony certainly
supports significant benefits to -- to the state of
M ssouri and to -- to Sedalia and Pettis County.

Not just fromservice to Nucor directly,

but from new enpl oynent, from construction enpl oynent,

from expected suppliers and -- and indirect increases
in revenues that -- that will benefit all custoners in
the state.
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Q Thank you, M. lves. That's all | have.

MR. LAVANGA: Your Honor, I'd like to
nove that the stipulation be admtted into the record.

JUDCE WOCDRUFF:  That was Exhi bit 5?

MR, LAVANGA: Yes.

JUDGE WOODRUFF:  Confidential and public
versions of it.

MR. LAVANGA: Yes. 5-P and C

JUDCGE WOCDRUFF: 5-C and P have been
offered. Any objections to their receipt?

Heari ng none, they will be received.

(Conpany Exhibits 5-C and 5-P were
received into evidence.)

JUDGE WOCDRUFF:  And furt her
Cross-exam nation then we nove to Staff.

MR THOMPSON: No, thank you, Judge.

JUDGE WOCODRUFF:  Public Counsel ?

MR HALL: Yes. Hopefully briefly.
CROSS- EXAM NATI ON BY MR, HALL:

Q M. lves, good afternoon
A Good afternoon.
Q I"mtrying to conceptualize the power

pur chase agreenent. Assum ng there was no power
pur chase agreenent, would GVO be able to supply energy

to the Nucor facility at the special rate?
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A | think it's very unlikely that | could
sit here today and say we could do it over a ten-year
period without either a loss or the potential for the

rate to be subsidized by non-Nucor custoners.

Q Wy woul d there be a | oss under the
scenario | -- | gave you?
A Well, in general, all of our power to --

to supply custoners ultimately cones from SPP and - -
and is served at the node of operation to GVO
That -- that price has the potential to vary based on
mar ket conditions and certainly has the potential to
vary over a ten-year period.

What we endeavor to do in order to -- to
fix a ten-year price to Nucor to neet their

requi rements was to match a specific supply source, in

this case the -- the PPA for wind resource that --
that will lock in the energy supply cost that -- that
Is being utilized to -- to serve Nucor directly versus

subj ect ourselves to other potential market inpacts.

Q It's ny understanding that the w nd
facility applicable to the purchase -- power purchase
agreenent won't be operational by the tinme Nucor is up
and running at the beginning of next year. |Is ny
under st andi ng correct?

A. That is correct.
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Q How does your nechani smwork then for
that first year of there not being a wind facility for
t he PPA?

A Yeah, so that's a great question. You
know, the -- the reporting and nonitoring docunent
that we've put together contenplates that there wll
be -- that there wll be SPP market inpacts of serving
Nucor .

For the majority of the termof the
contract, it -- it's the result of the intermttency
of -- of the wind resource and the -- what | tal ked
about earlier, that sonetines you could just have a
m smat ch between our wind supply and -- and the
production needs of Nucor. And those costs would be
captured at that point obviously that -- that are
bei ng i ncurred.

The second piece of that is it also

captures a cost that -- that wll be incurred to
supply Nucor in advance of -- of the wind facility
comng online. And -- and we knew that was a |ikely

scenari o when we were negotiating this arrangenent
with Nucor. | nean it's alittle bit of a chicken or
the egg scenario. Right?

| nmean you want to have w nd supply so

that you can understand how to price your increnental
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cost to -- to Nucor. You also want to have sone
certainty that Nucor is going to execute a contract
and begin construction before you have a dedi cated
wi nd supply.

So we knew what the market was, we knew
the market was likely going to be such that we
couldn't have a wind facility contracted for and
constructed and in place to specifically supply them
until the latter part of 2020 in a nost likely
scenario. So our pricing considered the fact that --
that our cost to serve mght be higher in that first

nunber of nonths until we could have the w nd supply

on.

That's why | nentioned earlier that when
we -- when we set a price to cover increnental costs
for Nucor, we attenpted to do it over -- over the

ten-year termof the agreenent, not at a specific
point in tine because of the -- the variability in --
I n cost versus production.

Q Does the mechani sminvol ve Evergy
M ssouri West needing to acquire capacity from --
pardon mny ignorance of what KCPL M ssouri is referring
toitself nowwth the Evergy ac-- nerger. But KGC -
what ever entity woul d ot herwi se be known as KCPL

M ssouri ?
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A Does not require it. Wat it does
require, like any other custoner that takes service on
our system we have to have the capacity in order to
serve the -- the custoner's needs, plus provide the --
t he adequate capacity reserve nmargin over the | oad
bei ng served for SPP purposes.

So whether it's capacity from GV itsel f,
capacity from an agreenent between GMO -- |'m using
| egacy terns. | would use Evergy, but it mght just
be too early. But GMO or -- or the | egacy KCPL
organi zation or capacity that GVMO acquired from
anypl ace el se to neet its needs.

Poi nt being we have priced into the rate
for Nucor an expected cost of capacity to serve them
because they are new increnental load to GMO s system

Q Coul d that capacity agreenent or
sonething simlar supply energy to the Nucor facility
I nstead of a power purchase agreenent?

A Well, there's a difference between a
capacity agreenent and an energy supply agreenent. |If
you have a capacity only agreenent, it doesn't give
you access to energy, which -- which is lots of tines

what happens is you -- you mght take energy off of

the SPP marketpl ace or -- or energy from anot her
source, but -- but still have a capacity requirenent
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in order to denonstrate that you can serve custoners
and cover the capacity reserve nmargins that are
required. So -- so they are oftentines separate and
di stinct arrangenents.

Q For the clarity of the record then
generally, can you explain the difference between a
capaci ty agreenent versus an energy agreenent?

A Yeah. Capacity generally is the access
to the -- the supply resource and -- and energy is
actually access to the output fromthe supply
resource.

So, you know, from-- froma reliability
standpoint, you need to have access to capacity to not
only neet the projected peak | oad demand from your
custoners, but also a reserve margin above that in

order to neet the requirenents of the Sout hwest Power

Pool .

Energy, we obviously need access to the
kil owatt hours to flow across the systemand -- and
provi de service to -- to all of our custoners. But

it's a demand or a potential system need conpared to
the actual flow of electricity.

Q M. lves, your testinony refers to a
confidential nunber for the increnental cost to serve

Nucor. |I'mnot going to ask you to divul ge anything
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regarding that confidential nunber or -- I'mnot going
to ask you to get into confidential information, but
|"mcurious, does the calculation that was used to
generate this nunber contenplate the additional

substation that the parties have been discussing, the

18 mllion dollar investnent?
A It -- it contenplates all increnental
i nvestnent that -- that we expect to have to -- to

serve Nucor. So it covers the expected cost of
capacity to serve them the expected cost of energy to
serve Nucor, and the expected recovery of increnental

i nvestment to serve Nucor.

Q So the 18 mllion dollar substation is
included in the calculation of this figure?

A Recovery of the 18 mllion dollars over
the termof the agreenent, the ten years, is in there
kind of on a traditional rate-making determ nation for
that type of asset, yes.

Q Do you have a copy of your testinony in

front of you?

A | do.
Q Coul d you please turn to page 14, |ines
20 and 21? |I'mfocusing on the only conplete sentence

therein where you nention that dedi cated account

codi ng or special queries will be used to isolate
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Nucor's rel ated revenues and charges. Are you

foll ow ng ne?

A | am
Q Is this account coding, is that referring
to Uni form System of Accounts? Wen we ac-- is that

referring to a regulatory liability or asset that
we're dealing with?

A No. There's no -- no regul atory
liability or asset, but that -- that's very different
t han your question about Uniform System of Accounts.
Certainly when we record revenues and costs, we record
them consistent with the Uniform System of Accounts.
VWhat is --

Q | just realized that. Sorry. Not to
interrupt. That -- that is a fair -- that is a fair
response. |'mnot going to ask about consistent with

the Uniform System of Accounts. But could you speak
to whether this is involving -- this is involving a

regulatory liability or asset?

A Yeah. | think ny first part of ny answer
was it -- it's not involving a reqgqulatory asset or
liability. It -- it's involving having separate
identifiers -- sub-accounts and -- and separate --

separate identifiers within the Uniform System of

Accounts so that we can capture the costs and revenues
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directly associated with the service of Nucor and
consider themin the reporting and nonitoring docunent
that's attached to the stipulation. And al so consider
them as we | ook at the revenue requirenent inpacts in
a cost-of-service filing for a general rate case.

Q Am | correct to infer then that this is
not a tracker in the traditional M ssouri Public
Servi ce Conmm ssion sense?

A This is not a tracker. This is -- this
is a nethodol ogy to identify specific costs to utilize
in the nonitoring and reporting that we agreed to with
Staff in the Non-Unaninous Stipul ati on and Agreenent.

Q | believe the contract attached to your
testinony was confidential so without going into
specific ternms, |I've heard discussion today of Nucor
bei ng exenpt fromthe renewabl e energy standard rate
adj ust nent nechani sm charges. For the -- for clarity
for the Conmm ssion, could you point to in the contract
where we could find that provision?

A | think the best place to look for it is
actually in Exhibit 4 to the Non-Unani nous Sti pul ation
and Agreenent, which is the anended special rate for
incremental |oad service. |In that Exhibit 4 on the
first page, page 157 of that docunent, in the bottom

part of that is where it identifies that the service
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under the tariff won't be conbined wth a nunber of
riders. And it also was excluded from cal cul ati ons
for charges for FAC RESRAM and all those areas.

And -- and | think it's consistent with
the request in front of the Conm ssion under the
Stipul ati on and Agreenent, which is suggesting that we
woul d I'i ke approval for a fixed rate for Nucor for a
ten-year contract. Mking them subject to the various
riders or other conponents generally avail abl e under
our standard tariffs would make it very difficult to
have a flat rate over a ten-year term

Q | don't wish to m squote people, but I
believe Staff counsel had said that the contract in
the stipulation is going to put, quote, sharehol ders
on the hook for any deficits associated with servicing
the Nucor facility. Assuming |I'mquoting M. Thonpson
accurately, would you agree with that statenent?

A | -- 1 think fromthe standpoint -- |
mean, | would go back and reiterate. W built the
rate based upon the expected cost to serve Nucor over
the ten-year termof the agreenent. W built that
rate to cover those costs, which over the entirety of
that agreenent, if we're right over the ten years
woul d say that there's not expected to be a shortfall.

That said, you know, as | nentioned
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earlier, be-- because of potential variation in | oad
at Nucor's facility itself during a test year of a
general rate case and certainly the -- the potentia
variability in the wind supply that's direct supplying
themduring a test year in the case, that test year
coul d show costs in excess of revenues coll ected
during the test year.

And in that situation, | agree with
M. Thonpson that if -- if that event were to occur,
we have agreed to make an additional revenue
adjustnent in that case to zero out those costs in
excess of revenues so that there's no inpact to
non- Nucor custoners.

And that necessarily would nean we woul d
be collecting -- if we nmade that adjustnent, we would
be collecting | ess revenue than we ot herw se coul d
prove up in our revenue requirenent calculation in
that general rate case.

Q At the risk of asking an asked and

answered question, if there is a deferenti al

between -- so if there's a deferential such that the
increnental rate used to serve GVO -- pardon ne. Let
me restart.

If there's a differential such that --

sorry not differential. |If there's a deficit in terns
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of the incremental cost to serve Nucor that was

cal cul ated versus the actual cost, the Conpany is

saying now that its investnents will be on the hook?
A "' mnot sure | understand the end of your

question. Could you --

Q Sure.
A -- could you restate that?
Q O course. |If there's a deficit between

the increnmental cost that was calculated to service
the Nucor facility versus the actual costs incurred to
service Nucor, is the Conpany saying now that its
shar ehol ders woul d be on the hook for that deficiency?

A At a high level, the answer is -- is yes.
I mght clarify that when we're evaluating that --
that conparison is based on actual costs and act ual
revenues fromthe service of Nucor at the tine that
we're | ooking at the revenue requirenment in a general
rate case. Because that's when you have the potentia
to inpact the costs to non-Nucor custoners.

So when we | ook at those actual costs

during that period conpared to the actual revenues
generated from-- fromserving Nucor, if those costs

were in excess of those revenues in that period, then

in effect, shareholders will be covering that
differential because we'll nmake an adjustnent in the
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rate case to ensure non-Nucor custoners are not
I npact ed.

And probably the last thing that we
haven't tal ked about but it's -- it's worth tal king
about because it's also part of the nonitoring and
reporting and -- and the attachnents to -- to the
stipulation is we're also nonitoring and eval uating
the inputs to the fuel adjustnent clause so that we
can specifically identify any costs to serve Nucor
that -- that would be falling through accounts that
woul d normal |y be a part of the fuel adjustnent clause
so that we can denonstrate that we're not putting
t hose costs to non-Nucor custoners as well. That's
part of the reporting and nonitoring.

So it's not just the base rates at a
general case. W're also nmaking that determ nation so
we can -- we can ensure those costs don't i npact
custoners in the fuel adjustnent clause.

Q | have no further questions. Thank you.

JUDGE WOODRUFF:  MECG?

CROSS- EXAM NATI ON BY MR, WOODSIVALL:

Q Thank you. Good afternoon
A Good afternoon.
Q | think I1'lIl be pretty brief. | asked

M. Van de Ven a question, but maybe you can help. Do
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you know what voltage |evel Nucor will be served at?
A Yeah. It -- it's going to be served at
the low side comng off of the substation, so

13, 800 --

Q But for purposes --

A -- sonet hi ng.

Q -- of conmparison to other tariffs,
they're -- they're basically served at substation

voltage is the term is that correct?
A Yeah. We certainly put in a substation.

They're coming off the | ow side of the substation

vol t age.

Q kay. GMO has opted into PISA; is that
correct?

A Yes. We did at -- | think it was the

begi nni ng of 2019.

Q And in Kansas, the Evergy conpani es have
a five-year noratorium is that correct?

A A five-year noratoriumfromthe
conclusion of the last general rate case for KCP&L
Kansas.

Q Not -- for five years fromthe Westar
concl usi on?

A Westar's noratoriumis also fromthe end

of the conclusion of the KCPL Kansas case.

TI GER COURT REPORTI NG LLC
WAV TI GERCR. COM  573. 999. 2662

132



© 00 N oo o b~ wWw N PP

N D N N NN P B P P P PP PP
a A W N P O © 00 N O 0o A W N —, O

EO 2019- 0244, Vol . 111

Q kay. So both of those --
A Both of themare synched to the date that
we have to file for newrates, but that -- their cases

ended at different tines so that neans the noratoriuns
are a little bit different duration.

Q Gotcha. Ckay. Now, going to sone
questions that M. Hall asked you and | -- | don't
know if it's real clear, maybe I'"'mjust a little
obt use today.

There was sone di scussi on about the
source used to provide service will not be avail able
for a year. And | want to delve into that a little
bit. You said that due to the intermttency of w nd,
that the load profile of the custonmer won't exactly
match up with the |oad profile of the generation used

to serve them is that correct?

A At any given point intime, that's
correct.

Q Right. So it nmay be a situation where --
I"mjust using fictitious nunbers -- Nucor needs 100

kil owatt hours and there's no wi nd bl ow ng wherever
the wind farmis so it's not generating. So those
100 kilowatt hours are comng froma different source;
is that correct?

A. That -- that's correct. There -- there
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are a couple mtigating factors that we consi dered
when we -- when we did this. One of the themis
we're -- we're going to over-size the wi nd resource
froma negawatt hour perspective because capacity
factors are lower for wind and it's nore intermttent.

So we've proposed to -- to utilize
probably about 75 negawatts of a wind farm capacity,
which is -- which is larger than what the expected
demand from Nucor's facility wll be.

Part of that is to, over the ten-year
term have a closer match of energy to expected energy
requi renments from Nucor over the ten-year term It
doesn't help -- help all the intermttency that --
that you were tal king about though. So there
certainly wll be periods where we'll have to serve,
you know, from-- from other energy supply.

And that's why it was inportant to Staff,
and us as well, to have the detail in the -- the
nmonitoring and -- and reporting nmechanismso that we
can -- we can identify those costs and nake sure that
that's part of our conparison to costs -- of costs to
revenues from Nucor.

And it was al so a consideration that was
built into the -- the price that was quoted in the

contract to Nucor. W knew we woul d have to have sone
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of that because of the intermttency of the w nd.

Q Let's tal k about the capacity. Are you
aware what SPP gives for a capacity accreditation for
wi nd currently?

A Yeah. It varies a little bit by -- by
wi nd farm and capability obviously, but -- but in
general right now!l think it's 30 to 35 percent of --
of the cap-- of the naneplate capacity.

Q You believe it's that high?

A It is that high in SPP right now It did
not used to be that high.

Q When did that change?

A Two years ago maybe, year and a half ago.

Q That's conpletely different than what we
| earned in Enpire. But be that as it may --

A It used to -- it used to be in the
15 range, sonething |ike that.

Q Ckay. Let's go with 33 percent for round
nunbers. M. Van de Ven testified earlier that Nucor
woul d use a demand of approximately 45 nmegawatts; is
that correct?

A He -- he said that. | -- | probably
won't delve into it too far because | think -- | think
those factors are listed as confidential in the

testinony. But -- but it's --
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Q | won't got any further.

A -- it's not an unreasonable range for --
for their expectation.

Q Soif wind is given a 33 percent capacity
factor, that would nmean in order to serve the capacity
needs of Nucor, you would have to have 135 negawatt

wnd farm is that correct?

A For capacity purposes, you would either
have to do all of -- that nuch wind to supply your
capacity there or you would -- would be utilizing

ot her capacity resources.

Q Ckay. And so they would need -- if it
was single source, they would need 135 negawatts, but
you said you're going to sign a PPA with roughly
75 nmegawatts; is that correct?

A Si ngl e source for energy is what our
expectation is froma capacity standpoint. They
certainly get -- get the credit for the capacity
that's comng off of the single source wind. But --
but we al so have built into the price for Nucor and
built into the reporting and nonitor-- nonitoring
docunment where we will identify the cost of the
remai nder of the capacity to serve themand -- and
mat ch that agai nst the revenues.

Q SO -- so bottomline, you will need to
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rely upon other generation not only to neet capacity
needs at Nucor, but also to neet energy needs due to
their load profile not exactly matching with the w nd
generation; is that correct?

A From-- fromtine to tine on the energy,
absolutely. Either -- either energy that we' ve
supplied that's com ng back through the node or energy
fromother resources within SPP that are com ng

through the -- the GVO node certainly will be part of

that -- that avenue to address the intermttency.
And then capacity will -- there will be a
need to -- to have capacity fromresources other than

the single source energy supply wi nd resource.
Q Movi ng on, are you famliar with the

recently approved renewabl e energy rider?

A | am
Q Can you tell ne what that does?
A Yeah. |In general -- and |I'mnot an

expert on it. You know, if we would have had a
different -- a different roll out of this case, we
probably woul d have had a nore technical witness in
| ater on in this case.

But -- but in general, it affords an
opportunity for us to -- to have custoners sign up for

renewabl e resource supply. And when we neet a certain
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threshold of sign up, we can -- we can construct or
acquire a wnd resource to -- to serve those -- those
custoners that -- that have signed up.

Q And ---

A It's got sonme -- it's got sone paraneters

around it about how nuch of it we have to have
subscri bed and how we deal w th under-subscri bed
anounts conpared to what we build or procure, right.

Q In laynmen's jargon, tell ne if you agree
with this statenent: The renewable energy rider is a
nmechani sm desi gned to all ow non-residential custoners
to receive REC so they can say they're accessing

sust ai nabl e energy?

A Yeah. It's alittle bit nore broad
than -- than just a -- what | call a traditional REC
green tariff. | nmean it -- it requires a specific

i ncrenental supply of wi nd; whereas a traditional REC
green tariff, you could just go out and buy RECs on
the market and use those to serve custoners if they
pay the increnental cost for those RECs. This
actually brings the -- the resource into the market as
well. But that's certainly a piece of it.

Part of the reason why we did not use
t hat mechanismfor a custoner |ike Nucor is because it

has a lot of interplay with the fuel adjustnent clause
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and -- and sone of the other nechanisns that are in
play in the state. And -- and it is nuch easier from
our perspective to isolate the wind resource specific
to Nucor and nmake sure that we're not having costs

i mpact non-Nucor custoners then trying to use the
existing tariff that's so tightly woven wwth the FAC
and ot her general rate-mnmaking nmechanisns in the state.

Q You were asked sone questions by M. Hal
about the investnent in the substation, and | want to
make sure the record is clear. | believe you said
that the return on that investnent is built into the
rate for Nucor; is that correct?

A W -- we have built in return on and of
rate.

Q And | think that m ght have clarified.

So both return on and of the depreciation are both
built into that?

A At -- at kind of the standard rate-naking
expected life for the resource, right, for the
subst ati on.

Q Ckay.

A But --

Q kay. The -- do you have a copy of the
stipulation in front of you?

A. | do.
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Q Turning to page 2, provision 7, it's
entitled costs and revenue tracking. Let nme know when
you get there.

A " mthere.

Q And | think M. Hall mght have touched
on this as well. The fact that it used tracking

doesn't nean that it's a tracker. Wuld you agree

with that?

A | agree with that. It is not what --
what traditionally would be referred to as a -- as a
tracker that m ght conme out of an AAO or -- or an

accounting nechanismthat would result in a regulatory
asset or a regulatory liability.

Q kay. So if the Conpany experiences an
Increase in profits or a decrease in profits between
rate cases, that is not being tracked for recovery in
a future case?

A It -- it isnot. It islike -- 1 would
say it's |ike any new custoner that cones on to the
system between cases. |f there are new revenues
comng on to the system and new costs to serve com ng
on to the system they plus or mnus are, you know
flowng to the benefit or detrinment of the Conpany
until a rate case kind of resets that -- that customer

activity.
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Q So this is noreinline with reporting
requi renments; is that accurate?

A To -- reporting and nonitoring and it's
doing two things. Right? It's -- it's trying to nake
sure the parties understand that we are adequately
doing that -- that identif-- identification of the
types of costs that are -- that are being incurred to
serve Nucor and matching them agai nst the revenues
from-- fromthe Nucor rate.

And it's also the foundation that wl|
set that adjustnent at the general rate case when
we -- when we go into the revenue requirenent nodel
and conpare costs and -- and revenues in -- to see
whet her we need to nmake a revenue adjustnent at the
time of the general rate case or not.

Q And ny | ast area of questioning --

MR, WOODSMALL: WMy | approach the
W t ness, Your Honor? | have an exhibit.

JUDGE WOODRUFF:  You may.

MR. WOODSMALL:  Your Honor, can | mark
this as Exhibit 67

JUDGE WOODRUFF:  Yes, you may.

(MEGC Exhibit 6 was marked for
i dentification.)

BY MR- WOCDSMALL:
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Q Do you have Exhibit 6 in front of you,
sir?

A |'"ve got it here, yes.

Q And can you identify that for nme?

A It looks like it is our currently in

effect |l arge power electric service tariff set of
schedul es for KCPL GMO
Q And just generally, absent the specia
contract, would you agree that Nucor could use this
for getting electric service fromKC -- from GVO?
A QO her than if this were their option,

they woul dn't have cone to M ssouri.

Q Sure. But it provides themthe sane
servi ces?
A They -- they can get that |evel of

service. They can't get the rate and the termthat
was i nportant to them

MR, WOCODSMALL: Ckay. And |'m not going
to go into it because | don't want to have to go into
i n-canmera, but | wanted to nmake this an exhibit so
that the Conmm ssion would be able to conpare the rates
t hat woul d have been avail able to them absent the
special contract. So |I'mnot going to delve into
those rates, but that was the purpose of it.

Your Honor, could |I nove for the
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adm ssion of Exhibit 67

JUDCE WOCDRUFF:  Si x has been of fered.
Any objections to its receipt?

Hearing none, it wll be received.

(MEGC Exhibit 6 was received into
evi dence.)

MR. WOODSMALL: And that was all the
questions | had. Thank you.

JUDGE WOCDRUFF:  All right. W'Il cone
up for questions fromthe Bench. Conm ssioner Kenney?

COW SSI ONER KENNEY: | have no
questions. Thank you, M. |ves.

THE WTNESS: Thank you.

JUDCGE WOCDRUFF: No need for recross.
Any redirect?

MR FI SCHER: Just briefly, Judge.
REDI RECT EXAM NATI ON BY MR FI SCHER:

Q You were asked sone questions, M. |ves,
about the reporting and nonitoring features that are
in the stipulation and that -- | believe you indicated
that is not what you would consider to be a tracker;
is that right? Do you recall that?

A | do recall, and that's correct.

Q How does that differ fromthe provisions

that are included in Section 355 of the statute that's
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been di scussed earlier today?

A Yeah. You know, those were discussed in
openings a little bit. And, you know, when | ook --
and |'"mnot an attorney and |I'm sure everybody w ||
brief the application of 355. Right?

But when | | ook at the provisions in 355,
it -- it seens to indicate to ne that you woul d have a
tracker that woul d conpare the costs and the revenues
to -- to serve Nucor kind of frominception until at
| east the first general rate case where -- where they
come in effect.

And -- and candidly, we | ooked | ong and
hard at the provisions of 355 for precisely the
reasons M. Wodsnmall indicated. Right? It was
| egislation that we felt was very good |legislation in
ternms of pursuing econom c devel opnent in the state of
M ssouri and certainly was -- was sonething that with
we would Iike to be able to utilize to attract
custoners to the state.

That said, for whatever reason, ny
opi ni on, non-at-- non-- nonl egal opinion, when you
| ook at the language in that statute and the
devel opnent of the words around that tracker, it does
not seemto -- to capture the fact that new

i ncrenental investnent put in the ground to serve a
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new greenfield custonmer in the state of Mssouri wll
not provide a return to the utility during the tine
that that tracker is in effect.

In openings it was asserted that because
you get to | ook at the depreciation and the carrying
costs on the -- the investnent, that the Conpany is --
Is made whole, that the flip side of that tracker is
that it's going to pick up the revenues that are
coming in from Nucor that -- that also has priced into
It the expected effect of the depreciation and the
carrying costs.

So the net effect on the tracker of -- of
that is zero, which neans there's no ability for the
Conpany to participate in the return on that
I nvestment during that period. And that's where |
di sagree with M. Wodsnall's characterization that
that tracker keeps the Conpany whole related to return
and depreciation.

Q Does that answer go to the question that
Comm ssi oner Hall asked your counsel about what is
this net inconme and what you woul dn't recover?

A That -- that is the primary piece that
led us to the conclusion that the | anguage was not
sufficient in 355 for us to be able to nake the type

of investnent to put a greenfield custoner |ike Nucor
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in and have the opportunity to earn a return on that
asset, which is the sane opportunity that we woul d
normal ly get if a new custoner cane in and we had to
put infrastructure in place to -- to put themin a new
greenfield space.

Q What ot her concerns did the Conpany have
regarding that tracker in 355 perhaps related to
cust omer i npact?

A. Yeah. The -- the flip side of that, |
think it was alluded to in sonme sonebody's response to
qguestions, is when we spoke with Nucor about the rate
that -- that it would -- would take for themto be
interested in noving to Mssouri, our enphasis from
t he begi nning of those discussions was a rate to
supply Nucor that would support the increnental cost
to serve Nucor over the ten-year term

We believe the tracker in 355 has -- has
the ability -- in the event of what we tal ked about,
iIf the intermttence of the wind results in costs in
excess of revenues, it has the ability to socialize
t hose costs across non-Nucor custoners. W don't
think that's good regulatory policy, we don't think it
mat ches cost causation and recovery of costs that --
that -- that a custoner is causing to be incurred and

we never intended our rate to be built that way.
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Q What do you nmean when you say socialize
across other custoners?

A Wuld be -- would put it in a position
where we had a reg liability in that tracker or -- |I'm
sorry, a reg asset in that tracker that would need to
be recovered from non-Nucor custonmers in order to zero
out that tracker.

Q Was t he Conpany considering the inpact on
ot her custoners when they chose the nonitoring and
reporting nmechanismthat is included in the
stipul ation?

A We certainly were. And -- and that
ultimately is the feeder for the adjustnent that wll
be | ooked at and evaluated at the tine of a general
rate case, which is, if you' ve handled the FAC
correctly, is the tine you could inpact non-Nucor
cust oners.

So that reporting and nonitoring wl|
ultimately lead to the eval uation or revenues versus
costs at the tine of a rate case. And we -- we felt
so strongly that we wanted to build a rate for Nucor
that woul d cover their costs over the ten-year term
that we said in a given case if it doesn't, we'll nake
an adjustnent to assure that it doesn't have a

negative inpact on non-Nucor custoners.
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Q | believe in reference to one of the
custoners that was asked by M. Hall, you nade a
reference to other perspective perhaps speci al
contract custoners or sonething along that line. Are
there other custoners that are out there currently
today interested in special contracts?

A There absolutely are. And to be fair --

MR, WOODSMALL: Your Honor, I'mgoing to
object. | attenpted to do sone discovery on this and
it was objected to and you rul ed that any discovery
related to these other custoners that nmay be out there
is irrelevant.

Now after | was shut down on di scovery,
the Conpany's trying to raise that exact question and
['"'mleft hanging and never got to do the discovery.

So | don't think it's appropriate for the Conpany to
go into this when they thensel ves admtted that this
Is entirely irrelevant.

MR FISCHER: 1'll wthdraw the questi on,
Judge. | don't want to get into a big fight about
this.

BY MR Fl SCHER:

Q Are there other special contracts that

t he Conpany has today that you' re aware of or have had

in the past?
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A W -- we certainly have had speci al
contracts in the past. Certainly sone that were
related to the -- the start of our conprehensive
energy plan at Kansas City Power & Light and certainly
sone that were related to custoners, you know, well
before my tinme in -- in regulatory. W do not --
other than in the Legacy Westar territory, we -- we do
not have additional special contracts in place for
cust onmers today.

Q A question was asked fromthe Bench about
whet her those had been approved outside the context of
rate cases. Are you famliar with that?

A It's ny understanding that they -- that
they were put in place outside of a general rate case
for new custoners comng in on those speci al
contracts. And we have an existing special contract
tariff out there in place today that this SIL tariff
I's nodeled closely after. W just don't have any
custoners being served on it at this point in tine.

Q Do you know if special contracts in the
past have had fixed rate terns?

A My understanding is, is they had terns.
The di scussion earlier that M. Wodsmall held in
front of the Conmm ssion was around a ten-year term

specific to Noranda. And | honestly don't know what
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the length of the termwas for special contracts that
we' ve had, but they've obviously not been recurrent
one-year contracts frominception.

Q Did you sufficiently get a chance to
define net inconme for purposes of the question from
t he Bench?

A Yeah. | was just going to say | think
when | was responding to that question, and maybe we
tal ked about it alittle bit later, that -- that
the -- the utilization of the 355 tracker and the need
to not have an increase or decrease to net margin or
net incone necessarily neans that we're not going to
be able to receive a return for investors for new
i nvestnment that's nade to put a custoner |ike Nucor in
a greenfield space because that tracker under 355
pi cks up both the revenue side, which has priced those
anounts in, and the cost side, which causes a zero
effect in the tracker.

So -- so we wouldn't -- we wouldn't have
that opportunity to pick it up at a |later date.
That's just lost return.

Q Are you specifically tal ki ng about that
18 to 20 mllion dollars | referenced in the opening?

A | am | am For the -- for the

increnmental infrastructure investnent on a greenfield
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cust oner.

MR FISCHER: | think that's all | have,
Judge. Thank you.

JUDGE WOCDRUFF:  Thank you.

And then you can step down.

THE W TNESS: Thank you.

JUDGE WOCDRUFF: That's all the
W t nesses.

MR, WOODSMALL: Your Honor, before we go
any further, I'd like to offer an exhibit. Section
536. 070 gives the Comm ssion authority to take as
evi dence records and docunents. And |'d like to mark
as an exhibit and have offered into evidence the
portion of the Comm ssion's order in the Noranda case
i n which they address this.

JUDGE WOODRUFF: Ckay. Unfortunately, it
| ooks fam liar.

MR, WOCODSMALL: | guess this would be
Exhi bit 6, Your Honor.

JUDGE WOODRUFF:  Yes.

MR, WOCDSMALL: Exhibit 7, I'"msorry.

JUDGE WOCDRUFF: Exhibit 7. 1t's been
offered. Any objections to its receipt?
MR, FI SCHER  Judge, | don't think it's
evidence. He can certainly cite toit. It mght be
Tl GER COURT REPORTI NG, LLC 151
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nore convenient to have a copy with you, but | don't
consider it evidence.

MR WOODSMVALL:  Your Honor, it --

536. 070(5) states evidence, records and docunents of
the agency. And | would agree that | could cite to
it. The problemis when | get on appeal, |'ve heard
of situations in which the Comm ssion says oh, no, you
can't use that because it wasn't in the record on
appeal. So I'mkind of belt and suspenders here, but
that's the reason |'moffering it.

JUDCE WOCDRUFF: 1'l1 receive it.

(MEGC Exhibit 7 was received into
evi dence.)

JUDCE WOCDRUFF: The alternative would be
to take admnistrative notice of it and it is hel pful
to actually have it in the record.

MR, WOODSMALL: And that's all | had,
Your Honor.

JUDGE WOCDRUFF:  Anyt hi ng el se?

Al right. The schedule calls for briefs
to be filed on Novenber 1st with reply briefs on
Novenber 8. Since that is comng up very quickly,
we'll need to expedite the transcript. |'mthinking
maki ng the transcript due on next Wdnesday, the 23rd.
Wul d that be okay for everybody? It's not like it
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will be a real long transcript.

Al right. W'Ill make the transcript due

on the 23rd.

Anything el se we need to take up while
we're still on the record? Al right. Then we are
adj our ned.

(MEGC Exhibit 7 was marked for
i dentification.)

(Wher eupon, the hearing was adjourned.)
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CERTI FI CATE OF REPORTER

|, Tracy Thorpe Taylor, CCR No. 939, within the
State of Mssouri, do hereby certify that the
testinony appearing in the foregoing matter was duly
sworn by nme; that the testinony of said w tnesses was
taken by ne to the best of ny ability and thereafter
reduced to typewiting under ny direction; that I am
nei ther counsel for, related to, nor enployed by any
of the parties to the action in which this matter was
taken, and further, that | amnot a relative or
enpl oyee of any attorney or counsel enployed by the
parties thereto, nor financially or otherw se

interested in the outcone of the action.

__jﬂﬁ ty o J“J—/ﬂ’?
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