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Q.

	

Please state your name and business address .

A.

	

Myname is Phillip K. Williams, and my business address is Noland Plaza

Office Building, Suite 110, 3675 Noland Road, Independence, Missouri 64055 .

Q.

	

Are you the same Phillip K. Williams who has previously filed direct

testimony in this case?

Yes, I am.

What is the purpose of your testimony?

I will address the rebuttal testimony of Missouri Public Serivce (NIPS or

A .

Q .

A .

Company) witness John W. McKinney concerning "revenue comparisons," or what I

have referred to as "cost per kWh" comparisons .

Q .

	

Mr. McKinney states on page 16, line 1 that "the revenue per unit of sale

is directly proportional to the size of the utility unless there has been an intervention to

cause a shift." Does this statement raise any concerns for Staff?

A.

	

Yes. If revenue per unit of sale is directly proportional to the size of the

utility, then one should assume it would never be in the interest of the consumer for

utility companies to merge, thereby increasing the size of the utility which would increase

the ultimate cost to the ratepayer. The Company seems to be implying that as the size of
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the utility increases, rates charged to the customers can be expected to increase

proportionally. If this were true, then it would seem that there would be a disincentive

for the Missouri Public Service Commission (Commission) to approve a merger, since

the merger ultimately would likely result in higher customer rates . This principle is in

direct conflict with the representations made in any merger application of which I am

aware . I was involved in the recent merger applications of UtiliCorp United, Inc .

(UtiliCorp) to merge with St. Joseph Light and Power Company and The Empire District

Electric Company. UtiliCorp, in both of those applications, certainly made no claim that

rates would increase by virtue of the Company becoming larger.

	

On the contrary, it was

stated that "economies of scale" would result from the transactions .

Q .

	

Mr. McKinney states on page 16, line 10 of his rebuttal testimony that

"many utilities have a class cross-subsidization that causes the rates to the residential

customers to be lower than they should be than if the rates were based upon the actual

cost of serving that class." Has the Company offered any evidence to show that any of

the Missouri companies used in the Staff's analysis are providing cross-subsidization

between customer classes or, in other words, shifting cost to another class?

A.

	

No. UtiliCorp has offered no evidence in its rebuttal testimony that other

Missouri utilities' residential rates are being subsidized . The Company has simply made

a blanket statement relating to this effect .

	

This Commission and other Missouri electric

utilities have taken steps to reduce commercial and industrial rates relative to residential

rates . The Staff does not believe that MPS is unique in this respect .
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Q .

	

MPS witness McKinney states at page 16, line 16 of his rebuttal testimony

that he believes the rates charged by MPS division "are very comparable with other

utilities in Missouri ." Please comment .

A.

	

It is interesting to note that in the Company's own analysis, MPS rates

charged to residential customers are higher than for Kansas City Power & Light

Company and only slightly below Ameren UE rates . Both of these Missouri companies

own and operate a nuclear power plant . One would expect that the heavy capital

investment in a nuclear plant would have caused the rates of these two companies to be

substantially higher than those of MPS, which operates on conventional fuels .

Q .

	

Did MPS's analysis presented in rebuttal change the Staff's view that

MPS's rates are among the highest in the state?

A.

	

No . In the year 2000, as reported by the Edison Electric Institute, MPS

had the highest rates of the five electric utilities operating in the state of Missouri (page

48, line 4 of my direct testimony) . In fact, MPS had the highest residential rates of the

five electric utilities in each of the years from 1994 to 2000 (pages 45 through 48 of my

direct testimony) . Moreover MPS's current rates do not reflect any impact of the rate

increase that the Company requested and may receive from this case . Any such increase

will make the gap between residential rates of the other electric companies and those of

MPS that much greater.

Q.

	

Mr. Williams, does this conclude your surrebuttal testimony?

A.

	

Yes, it does .
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