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1

	

Q.

	

Please state your name and business address.

	2 A.

	

My name is Don A. Frerking. My business address is 1201 Walnut, Kansas City,

	

3

	

Missouri 64106.

	

4 Q.

	

By whom and in what capacity are you employed?

	5 A.

	

I am employed by Kansas City Power & Light Company ("KCPL") as Senior Regulatory

	

6

	

Analyst.

	

7 Q.

	

Are you the same Don A. Frerking who pre-filed direct testimony in this case?

	8 A.

	

Yes, I am.

	

9 Q.

	

What is the purpose of your testimony?

	10 A.

	

The purpose of my testimony is to rebut the testimony of Staff witnesses Erin L. Maloney

	

11

	

regarding Demand allocation and Rosella L. Schad regarding depreciation. I will also be

	

12

	

rebutting the Staffls use of an Energy allocation for off-system sales "margins".

	

13 Q.

	

Are there any corrections or clarifications that you would like to make to your

	

14

	

direct testimony or other information that you previously provided at this time?

	15

	

A.

	

Yes. I would like to correct an error in the calculation of the "Unused Energy " allocator,

	

16

	

which KCPL is proposing to use as the basis for allocating off-system sales "margins".

	

17

	

The "Available Energy" component of the calculation was incorrectly calculated by

	

18

	

utilizing the average coincident peak ("CP") loads. The correct megawatts ("MW") for

1



	

1

	

calculation of the "Available Energy" should have been based on the total "Available

	

2

	

Capacity" as allocated using the jurisdictional Demand allocation factors. The corrected

	

3

	

calculation of the "Unused Energy" allocator is attached to this testimony as Schedule

	

4

	

DAF-6. This corrected calculation included in Schedule DAF-6 has also been submitted

	

5

	

as a corrected response to MPSC Data Request No. 502.

	

6

	

Q.

	

What was the impact of the corrected calculation on the "Unused Energy"

	

7

	

allocator?

	8

	

A.

	

Based on the load, energy usage, and Demand allocation methodology assumptions in the

	

9

	

Company's June Update, the Missouri jurisdictional "Unused Energy" allocation factor

	

10

	

would go from 46.97% prior to the correction to 51.55% after the correction. Based on

	

11

	

the Company's proposed level of non-firm off-system energy sales "margins" in the

	

12

	

Company's June Update, the corrected "Unused Energy" allocator would allocate

	

13

	

approximately $3.6 million more "margin" to the Missouri jurisdiction.

	

14

	

Q.

	

Will you be discussing the rationale for using the "Unused Energy" allocation factor

	

15

	

for allocating off-system sales "margins" later in your testimony?

	16

	

A.

	

Yes. Later in my testimony, I will discuss the rationale behind the "Unused Energy"

	

17

	

allocator and why it is more appropriate than an Energy allocator for allocating the off-

	

18

	

system sales "margins" to the jurisdictions.

	

19

	

I. ALLOCATIONS

20 4-CP vs. 12-CP Demand Allocation

	21

	

Q.

	

What methodology did the Staff propose for Demand allocation in this case?

	22

	

A.

	

Staff Witness Erin L. Maloney recommended that a 4-CP Demand allocation

	

23

	

methodology be utilized.

2



	

1

	

Q.

	

Does the Company agree with Staff s recommendation for the use of a 4-CP

	

2

	

methodology for Demand allocation?

	

3

	

A.

	

No. The Company believes that a 12-CP Demand allocation methodology is more

	

4

	

appropriate for allocating the plant and other fixed costs associated with production and

	

5

	

transmission assets.

	

6

	

Q.

	

What was the basis for Ms. Maloney's recommendation of the 4-CP Demand

	

7

	

allocation methodology?

	

8

	

A.

	

The following Q&A from Pages 7 & 8 of Ms. Maloney's direct testimony in this case

	

9

	

describes the basis for her recommendation of the 4-CP Demand allocation methodology:

	

10

	

Q. How was the decision made to recommend using the 4 CP method?
11

	

12

	

A. The 4 CP methodology is appropriate for a utility, such as KCP&L, where the

	

13

	

monthly peak demands during the non-summer months are significantly below the

	

14

	

summer monthly peak demands. The lower demand in the non-summer months

	

15

	

will have little or no influence on the capacity planning process and it would not

	

16

	

be rational to consider all twelve monthly peaks in a jurisdictional allocation

	

17

	

methodology when there are such significant statistical variations in the monthly

	

18

	

seasonal peaks.
19

	

20

	

Q. Is there additional support for the position that a 4 CP methodology is

	

21

	

appropriate in this case?
22

	

23

	

A. Yes. In various cases, the Federal Energy Regulatory Commission (FERC)

	

24

	

has, among other things, used a number of tests as a guide in its determination of

	

25

	

an appropriate demand methodology. These tests are arithmetical calculations

	

26

	

whose results I compared to specific ranges determined from prior FERC

	

27

	

decisions which suggest which methodology is more appropriate. Attached to this

	

28

	

testimony as Schedule 3 is an excerpt (Chapter 5) from a publication entitled "A

	

29

	

Guide to FERC Regulation and Ratemaking of Electric Utilities and Other Power

	

30

	

Suppliers," Third Edition (1994), authored by Michael E. Small. As this excerpt
31

	

shows, FERC has used these tests to support its adoption of a 4 CP methodology

	

32

	

in a number of cases.
33

	

34

	

Q.

	

Did Ms. Maloney attach to her direct a copy of Chapter 5 of the publication that she

	

35

	

appears to have relied upon for her recommendation?

3



1

	

A.

	

Chapter 5 of the publication referenced by Ms. Maloney consists of nine (9) pages

2

	

starting at Page 103 and continuing through Page 111. Ms. Maloney attached only Pages

3

	

103, 105, 107, 109, and 111.

4 Q.

	

Did Ms. Maloney also prepare direct testimony regarding Demand allocation

5

	

methodology in a recent Empire District Electric Company rate case?

6 A.

	

Yes, she did. Ms. Maloney prepared direct testimony dated June 23, 2006 in Case No.

7

	

ER-2006-0315. I have attached a copy of Ms. Maloney's direct testimony in the Empire

8

	

District Electric Company case as Schedule DAF-7.

9 Q.

	

Did Ms. Maloney also utilize Chapter 5 of the previously mentioned 1994 Michael E.

10

	

Small publication for her analysis in the Empire District Electric Company case?

11

	

A.

	

Yes, she did.

12 Q.

	

Did Ms. Maloney attach Chapter 5 of the publication to her direct testimony in the

13

	

Empire District Electric Company case?

14

	

A.

	

Yes, she did. In fact, she attached all of the pages from Chapter 5 of the publication.

15 Q.

	

What methodology did Ms. Maloney propose for Demand allocation in the Empire

16

	

District Electric Company case?

17 A.

	

She recommended that a 12-CP Demand allocation methodology be utilized. Her

18

	

recommendation was based at least partly on the results of the tests described in Chapter

19

	

5 of the previously mentioned 1994 Michael E. Small publication.

20 Q.

	

Did Ms. Maloney consider other factors in determining the appropriate allocation

21

	

methodology in the Empire District Electric Company case?

22 A.

	

Yes. The following Q&A from Pages 9 & 10 of Ms. Maloney's direct testimony in the

23

	

Empire District Electric Company case describes the other factors that she considered in

4



	

1

	

determining the appropriate allocation methodology in the Empire District Electric

	

2

	

Company case:

	

3

	

Q. Are there any other factors to consider in determining the appropriate

	

4

	

allocation methodology?
5

	

6

	

A. Yes. These FERC tests are part of a larger set of factors historically utilized

	

7

	

by the FERC in its determination of which coincident peak methodology should

	

8

	

be used in electric utility cases. In a rate case decision involving Carolina

	

9

	

Power and Light Company [Carolina Power & Light Co., Opinion No. 19, 4 FERC

	

10

	

¶61,107 at 61,230 (Aug. 1978)], for example, the FERC states: "...it is necessary to

	

11

	

consider the full range of a company's operating realities including, in addition

	

12

	

to system demand, scheduled maintenance, unscheduled outages, diversity,
	13

	

reserve requirements, and off-system sales commitments" (footnote omitted). In

	

14

	

the adoption of the 12 CP methodology, FERC has cited these operating

	

15

	

realities, all of which affect a utility's effective capacity, as important to its

	

16

	

determination.
17

	

18

	

Q. How do these operational realities apply to Empire?
19

	

20

	

A. There are periods of time, typically in the spring or fall, when the usage

	

21

	

level of the Company's native load customers is reduced. At such times, the

	

22

	

Company is able either to perform necessary maintenance on its power plants or

	

23

	

to pursue off-system sales, while retaining sufficient capacity to adequately meet

	

24

	

its customers' requirements. Furthermore, the Company's capacity planning

	

25

	

process takes into account all the hours of the year, not just the peak hour or

	

26

	

any seasonal peak. These operational realities, along with the test results and

	

27

	

aforementioned analysis, provide ample evidence to support Staff's

	

28

	

recommendation to adopt a 12 CP methodology in the current proceeding.
29

	

30

	

Q.

	

Where did the quote referenced in the answer to the first question above come

31

	

from?

	

32

	

A.

	

The quote came from Page 106 of the previously mentioned 1994 Michael E. Small

	

33

	

publication.

	

34

	

Q.

	

Is Page 106 one of the pages that Ms. Maloney did not attach to her direct testimony

	

35

	

in this case?

	

36

	

A.

	

Yes, it is.

5



	

1

	

Q.

	

Does the information from Page 106 seem relevant to the determination of the

	

2

	

appropriate Demand allocation methodology?

	

3

	

A.

	

Yes, it does.

	

4

	

Q.

	

Do any of the operational realities that Ms. Maloney describes for Empire District

	

5

	

Electric Company in the answer to the second question above also apply to KCPL?

	

6

	

A.

	

Yes, they all do.

	

7

	

Q.

	

Does KCPL perform necessary maintenance on its power plants during the spring

	

8

	

or fall, when the usage level of the Company's native load customers is reduced?

	

9

	

A.

	

Yes, that is when KCPL performs most of the maintenance on its nuclear and coal-fired

	

10

	

generating facilities.

	

11

	

Q.

	

Does KCPL pursue off-system sales during the spring or fall, when the usage level

	

12

	

of the Company's native load customers is reduced?

	

13

	

A.

	

Yes, KCPL pursues a significant level of off-system sales.

	

14

	

Q.

	

Does KCPL's capacity planning process take into account all the hours of the year

	

15

	

and not just the peak hour or any seasonal peak?

	

16

	

A.

	

Yes, KCPL's capacity planning process takes into account all the hours of the year.

	

17

	

Q.

	

Can you think of any reason, other than a strict reliance on the FERC tests

	

18

	

described in Chapter 5 of the previously mentioned 1994 Michael E. Small

	

19

	

publication, why Ms. Maloney would have recommended a 4-CP Demand allocation

	

20

	

methodology for a Company with the operational realities of KCPL?

21

	

A.

	

I can think of no reason, other than a strict reliance on the FERC tests, that Ms. Maloney

	

22

	

would have recommended a 4-CP Demand allocation methodology. Even at that, much of

	

23

	

the information contained on the pages of the publication that she did not attach to her

6



1

	

direct testimony in this case would lead one to the conclusion that the 12-CP Demand

2

	

allocation methodology is appropriate for KCPL.

3 Q.

	

Have you attempted to quantify what the effect of incorporating off-system sales

4

	

into the FERC tests would have on the results of those tests?

5 A.

	

Yes, I have. Since there are no load requirements for off-system sales I have attempted to

6

	

quantify the effect of the off-system sales on the FERC tests by using total MWH sales,

7

	

including off-system MWH sales, in the FERC tests.

8 Q.

	

What were the results of those FERC tests using the total MWH sales?

9 A.

	

The results of the FERC tests using total MWH sales, including off-system MWH sales,

10

	

for the 12-month period ending December 31, 2005 are shown below:

11

	

Test1=13%

12

	

Test2=83%

13

	

Test3=71%

14

	

These results all fall well within the ranges, as defined by Ms. Maloney, for a 12-CP

15

	

allocation methodology. The calculation of these percentages is attached as Schedule

16

	

DAF-8.

17 Q.

	

What methodology is the Company proposing for Demand allocation?

18 A.

	

The Company is proposing the use of a 12-CP Demand allocation methodology for

19

	

allocating the plant and other fixed costs associated with production and transmission

20

	

assets.

21

	

Q.

	

Is the 12-CP Demand allocation methodology consistent with what has been used for

22

	

the Company in its Kansas jurisdiction?

7



1 A. Yes. The 12-CP Demand allocation methodology has historically been utilized in the

2 Company's Kansas jurisdiction. In addition, in the Kansas Regulatory Plan Stipulation &

3 Agreement that precipitated the Company's current Kansas rate case filing, the Company

4 agreed to utilize a 12-CP Demand allocator in its rate case filing.

5 Q. Is the 12-CP Demand allocation methodology consistent with what has been used for

6 the Company in its FERC jurisdiction?

7 A. Yes. The 12-CP Demand allocation methodology has historically been utilized in the

8 Company's FERC jurisdiction, and the Company's current FERC jurisdictional rates

9 were established utilizing the 12-CP Demand allocation methodology.

10 Q. Why is it important that consistent allocation is utilized in all of the Company's

11 jurisdictions?

12 A. If consistent allocation methodologies are not utilized in the Company's various

13 jurisdictions, the result will be over- or under-recovery of the Company's prudently

14 incurred costs.

15 Allocation of Non-Firm Off-System Sales Margins

16 Q. What methodology did the MPSC Staff use to allocate to the jurisdictions the

17 "margin" or "profit" on non-firm off-system sales?

18 A. The Staff used an Energy allocator to allocate non-firm off-system sales margins to the

19 jurisdictions.

20 Q. Does the Company agree with Staff s allocation methodology for non-firm off-

21 system sales margins?

22 A. No. The Company does not believe that there is any rationale for allocating the "margin"

23 on non-firm off-system sales based on an Energy allocation methodology.

8



	

1

	

Q.

	

If you believe that there is no rationale for allocating non-firm off-system sales

	

2

	

margins by using an Energy allocator why do you suppose the Staff used the Energy

	

3

	

allocator?

	4

	

A.

	

I can't say for sure, because Staff did not present testimony supporting the use of the

	

5

	

Energy allocation methodology for allocating the margins on non-firm off-system sales.

	

6

	

I suspect, however, that Staff used the Energy allocator, because that is historically how

	

7

	

"total revenues" on off-system energy sales have been allocated.

	

8

	

Q.

	

Can you please elaborate on the distinction between "margins" and "total revenues"

	

9

	

on non-firm off-system energy sales?

	10

	

A.

	

The "total revenues" on non-firm off-system energy sales can be broken into two

	

11

	

components; (1) the "cost" component of the sales and (2) the "margin" or profit

	

12

	

component of the sales.

	

13

	

Q.

	

You previously stated that "total revenues" on off-system energy sales have

	

14

	

historically been allocated using an Energy allocator. Why have the "cost" and

	

15

	

"margin" components of the "total revenues" on non-firm off-system energy sales

	

16

	

not historically been allocated separately?

	17

	

A.

	

KCPL and, I suspect, many other utilities have historically only reported the "total

	

18

	

revenues" on non-firm off-system energy sales.

	

19

	

Q.

	

In your opinion was it appropriate, historically, to have been allocating "total

	

20

	

revenues" on non-firm off-system energy sales by using an Energy allocator?

21

	

A.

	

It has probably never been "completely" appropriate to allocate "total revenues" on non-

	

22

	

firm off-system energy sales by using an Energy allocator, but at the time when many of

	

23

	

the allocation methodologies were developed it was probably a reasonable approach. At

9



	

1

	

the time when many of the allocation methodologies were developed the market for non-

	

2

	

firm off-system energy sales was very different than it is today. Off-system sales

	

3

	

volumes were very limited by today's standards and the pricing of non-firm off-system

	

4

	

sales was done on a "cost plus a small margin" basis rather than on the "market price"

	

5

	

basis of today. As such, historically, the "cost" component comprised a much larger

	

6

	

percentage than the "margin" component of the "total revenues" on non-firm off-system

	

7

	

energy sales. Thus, because it is appropriate to allocate the "cost" component based on

	

8

	

an Energy allocator, it was reasonably appropriate, though not theoretically appropriate,

	

9

	

to allocate "total revenues" on non-firm off-system energy sales based on an Energy

	

10

	

allocator.

	

11

	

Q.

	

You stated that it is appropriate to allocate the "cost" component of the "total

	

12

	

revenues" on non-firm off-system energy sales by using an Energy allocator. First,

	

13

	

is that how the Company has allocated the "cost" component, and, second, can you

	

14

	

please explain why you believe its is appropriate to allocate the "cost" component

	

15

	

based on an Energy allocator?

	16

	

A.

	

Yes, the Company allocated the "cost" component of "total revenues" on non-firm off-

	

17

	

system energy sales based on the Energy allocator. The "cost" component of the "total

	

18

	

revenues" on non-firm off-system energy sales covers the incremental costs to produce

	

19

	

those sales. Those incremental costs consist of fuel and/or energy purchases. The

	

20

	

Company's total fuel and energy purchase costs, including the costs to produce non-firm

21

	

off-system energy sales, are allocated to the jurisdictions based on the Energy allocator.

	

22

	

Thus, it is appropriate to allocate the component of the "total revenues" on non-firm off-

	

23

	

system energy sales that covers the incremental fuel and energy purchases to also be

10



	

1

	

allocated based on the Energy allocator. In other words, the jurisdictions are being

	

2

	

reimbursed for the costs that have been charged to them on a consistent basis.

	

3

	

Q.

	

Why is not appropriate to also allocate the "margin" component of the "total

	

4

	

revenues" on non-firm off-system energy sales?

	5

	

A.

	

The "margins" on non-firm off-system sales are not unlike margins or profits on sales in

	

6

	

any other business. It is a general business principle that margins or profits on sales are

	

7

	

allocated or distributed based on the ownership percentage of the fixed assets of the

	

8

	

business, not on the allocation of variable expenses. In the case of non-firm off-system

	

9

	

energy sales the ownership percentage of the fixed assets, as it applies to the jurisdictions,

	

10

	

is defined by the Demand allocation methodology.

	

11

	

Q.

	

Why then is it not appropriate to simply allocate the "margin" component of the

	12

	

"total revenues" on non-firm off-system energy sales by using the Demand

	

13

	

allocator?

	14

	

A.

	

The Demand allocation of the plant and other fixed costs to the jurisdictions essentially

	

15

	

defines the "Available Capacity" (the MW capacity of the generating units and purchased

	

16

	

power contracts) that the jurisdictions have paid for. It, thus, also defines each

	

17

	

jurisdiction's rights to call on a level of MWH output or "Available Energy" that

	

18

	

corresponds with the jurisdiction's allocated "Available Capacity". The "Available

	

19

	

Energy" is calculated by multiplying the "Available Capacity" by 8760 (the number of

	

20

	

hours in a year). The reason why it is not appropriate to simply allocate the "margin"

21

	

component based on the Demand allocator has to do with how non-firm off-system

	

22

	

energy is available for sale in the first place. Non-firm off-system energy is available for

	

23

	

sale, because the jurisdictions have not used all of their "Available Energy" as defined

11



	

1

	

above. If the jurisdictions did use all of their "Available Energy" there would be no

	

2

	

energy available to sell off-system. Because of this fact the relevant factor is not just the

	

3

	

"Available Capacity" that the jurisdictions have paid for through the Demand allocation

	

4

	

methodology, but rather the "Available Energy" that the jurisdictions have paid for but

	

5

	

not used or, in other words, the "Unused Energy".

	

6

	

Q.

	

Can you please describe the calculation of this "Unused Energy"?

	7

	

A.

	

The "Unused Energy" is calculated by subtracting a jurisdiction's actual "Energy Used"

	

8

	

from its "Available Energy." The "Unused Energy" is essentially a measure of the

	

9

	

portion the fixed costs that the jurisdictions have paid for but not used, and is also a

	

10

	

measure of the energy available to make off-system energy sales. The calculation of the

	

11

	

"Unused Energy" allocator can be found in Schedule DAF-6.

	

12

	

Q.

	

Is the "Unused Energy" that you have described the basis for the Company's

	

13

	

proposed allocation of the "margin" component of the "total revenues" on non-firm

	

14

	

off-system energy sales?

	15

	

A.

	

Yes it is.

	

16

	

II. DEPRECIATION

17 Depreciation Issues

	

18

	

Q.

	

Did the MPSC Staff perform a depreciation study in conjunction with its direct

	

19

	

filing in this case?

	20

	

A.

	

Yes it did. Staff Witness Rosella L. Schad submitted direct testimony in support of

	

21

	

Staff's depreciation study.

	

22

	

Q.

	

What were the results of Staff's depreciation study?

12



	

1

	

A.

	

According to the direct testimony of Ms. Schad "[t]he depreciation rates determined in

	

2

	

this study will decrease the currently ordered annual depreciation expense from

	

3

	

approximately $65 million to $55 million, a difference of approximately $10 million.

	

4

	

Q.

	

Does the Company agree with the quantification of the result of applying Staff's

	

5

	

proposed depreciation rates?

	6

	

A.

	

At the time of the Staff's direct filing in this case, the Staff had a number of errors in the

	

7

	

Missouri jurisdictional plant balances to which Ms. Schad was applying Staff's proposed

	

8

	

depreciation rates, so it is impossible tell if the $10 million Missouri jurisdictional

	

9

	

decrease was the actual result of the depreciation study. At the time of this filing, I

	

10

	

believe that the Staff reconciliation with the Company would estimate the impact of the

	

11

	

difference between current depreciation rates and those proposed by the Staff to be

	

12

	

approximately $15 million.

	

13

	

Q.

	

Does the Company agree with the Staff's proposed depreciation rates and the

	

14

	

resulting decrease in depreciation expense?

	15

	

A.

	

No, it does not. The Company does not believe that it is appropriate to change

	

16

	

depreciation rates at this time. In addition, the Company believes that there are a number

	

17

	

of significant flaws in the Staff's depreciation study.

	

18

	

Q.

	

Did the Company perform a depreciation study in conjunction with its direct filing

	

19

	

in this case?

	20

	

A.

	

No, it did not. KCPL did, however, submit a depreciation study to the MPSC Staff

21

	

pursuant to 4 CSR 240-20.030 on March 31, 2005 based on data through December 31,

	

22

	

2004.

13



	

1

	

Q.

	

The Staff's depreciation study was based on data through December 31, 2005.

	

2

	

Would you expect the one-year difference in available data to dramatically impact

	

3

	

the results of a depreciation study?

	4

	

A.

	

As a general rule the more years of data that you can incorporate into a depreciation study

	

5

	

the better, but one year of activity for a Company with the lengthy plant history of KCPL

	

6

	

should not to make a discernable difference.

	

7

	

Q.

	

Did the results of your last depreciation study, then, result in proposed depreciation

	

8

	

rate changes that, if implemented, would have resulted in a significant overall

	

9

	

decrease in depreciation expense?

	10

	

A.

	

No, in fact, the results of KCPL's last depreciation study suggested changes to

11

	

depreciation rates that, if implemented, would have increased the overall depreciation

	

12

	

expense. The magnitude of the overall increase would depend on whether whole-life or

	

13

	

remaining-life depreciation rates were applied and/or to which accounts they were

	

14

	

applied.

	15

	

Q.

	

If the Company had filed a depreciation study in conjunction with its direct filing in

	

16

	

this case, would you have expected the results and recommendations to be similar to

	17

	

that of your last depreciation study?

	18

	

A.

	

Yes, had the Company filed a depreciation study with its direct filing in this case, it very

	

19

	

likely would have recommended similar depreciation rate changes and a similar resulting

	

20

	

overall increase in depreciation expense.

	

21

	

Q.

	

Why, then, did the Company not file testimony supporting an adjustment to

	

22

	

depreciation rates in its direct filing in this case?

14



	

1

	

A.

	

The Company believed that it was the intent of the Regulatory Plan Stipulation &

	

2

	

Agreement in Case No. EO-2005-3029 that the depreciation rates listed in Appendix G of

	

3

	

the Regulatory Plan Stipulation & Agreement were to be used in this case. As a result,

	

4

	

KCPL did not sponsor any testimony relating to depreciation rates in its direct filing.

	

5

	

Q.

	

Does the Company believe the Regulatory Plan Stipulation & Agreement precludes

	

6

	

parties to the case from proposing depreciation rate changes?

	7

	

A.

	

No, it does not. However, while review of depreciation rates is generally part of a rate

	

8

	

proceeding, the Company does not believe it is appropriate in this case.

	

9

	

Q.

	

Why does the Company believe it is not appropriate to change depreciation rates in

	

10

	

this case?

	11

	

A.

	

As I stated previously, it is the Company's belief that it was the intent of the Regulatory

	

12

	

Plan Stipulation & Agreement to use the Appendix G depreciation rates in this case. In

	

13

	

addition, it does not make sense to change depreciation rates, because the credit ratio

	

14

	

amortization mechanism established in the Regulatory Plan Stipulation & Agreement

	

15

	

provides for additional amortization expense, if necessary, to provide cash to maintain

	

16

	

adequate credit metrics during the term of the Regulatory Plan. From a practical

	

17

	

standpoint any adjustment to depreciation rates would necessitate an equal and offsetting

	

18

	

adjustment to amortization expense to maintain equivalent cash flow. The Regulatory

	

19

	

Plan Stipulation & Agreement contemplates that the accumulated amortization can be re-

	

20

	

directed to specific plant accounts to be determined at a later time. It appears appropriate

21

	

that any revision to depreciation rates should occur at the conclusion of the Regulatory

	

22

	

Plan when the total accumulated amortization related to the Regulatory Plan is known.

15



	

I

	

Depreciation Study

	2

	

Q.

	

Other than the fact that the Company does not believe that is appropriate to adjust

	

3

	

depreciation rates at this time, do you have any other concerns about the

	

4

	

depreciation study filed by the Staff?

	

5

	

A.

	

Yes, the Company has identified what it considers to be a number of very significant

	

6

	

flaws in the Staff's depreciation study. The Company's analysis of the Staff's

	

7

	

depreciation study is certainly not complete at this point, but the flaws that have been

	

8

	

identified to this point certainly shed doubt an the validity of Staff's study.

	

9

	

Q.

	

Can you briefly describe some of the flaws in the Staffs study?

	

10

	

A.

	

Yes. First, the Staff's study appears to contain some major flaws with regard to the

	

11

	

lifespan analysis and the related interim retirements for the generation accounts. Second,

	

12

	

the retirement curve matching for a number of the transmission, distribution, and general

	

13

	

plant accounts is questionable. And third, the approach the Staff used to calculate net

	

14

	

salvage rates is mathematically and analytically incorrect.

	

15

	

Q.

	

Can you describe the lifespan analysis as it relates to generation accounts and

	

16

	

further describe the problems with the Staff s lifespan analysis and the related

	17

	

interim retirements for the generation accounts?

	18

	

A.

	

Yes, lifespan analysis deals with the fact that for certain assets, like power plants, there

	

19

	

will come a time when all of the assets at the site will be retired as a whole regardless of

	

20

	

age or condition of some of the individual units of property within the plant. In other

21

	

words, power plants are subject to interim retirements that occur throughout the life of

	

22

	

the plant as individual units of property wear out and are replaced, but they are also

	

23

	

subject to a final retirement of the plant as whole. Ms. Schad's testimony makes no

16



	

1

	

mention of the Staff s lifespan analysis, and it is not obvious from Ms. Schad's

	

2

	

depreciation workpapers what exactly the Staff has done with regard to its lifespan

	

3

	

analysis. It appears from the results of the Staff s study that the Staff must have

	

4

	

incorporated some lifespan analysis for the generation accounts. If the Staff study did not

	

5

	

incorporate lifespan analysis for the generation accounts, Ms. Schad has misapplied the

	

6

	

generation retirement data that the Company provided and has not followed standard

	

7

	

depreciation principles with regard to generation assets. Again, it appears that the Staff

	

8

	

study has incorporated lifespan analysis, but it is not obvious from the testimony or

	

9

	

workpapers.

	

10	Q.

	

Assuming that Staff utilized lifespan estimates for the generation assets, what do

11

	

those lifespan estimates appear to be?

	12

	

A.

	

As I mentioned previously, it appears that the Staff's study has utilized lifespan analysis

	

13

	

for the generation accounts. It appears that Staff has utilized a 45-year lifespan for most

	

14

	

of the coal generation accounts, a 59.5-year lifespan for the nuclear accounts, and a 35-

	

15

	

year lifespan for most of the combustion turbine accounts. In addition, it appears that

	

16

	

Staff has utilized a 60-year lifespan for all of the structures and improvements accounts

	

17

	

including those accounts for transmission, distribution, and general plant.

	

18	Q.

	

Do Staff's apparent lifespan estimates seem reasonable?

	19

	

A.

	

The Company would argue that the 45-year coal generation lifespan is a little long and

	

20

	

that the 60-year structures lifespan is too long, but in general, the lifespan estimates are

21

	

within a reasonable range.

	

22

	

Q.

	

If Staff's apparent lifespan estimates are within a reasonable range, what is the

	

23

	

significant flaw in Staff s analysis to which you previously referred?

17



	

1

	

A.

	

The significant flaw is that Staff appears to have not incorporated any interim retirements

	

2

	

into the life analysis for the generation and structures accounts. This can be most

	

3

	

obviously seen by examining the nuclear accounts. Staff's study suggests that the

	

4

	

average service life for the nuclear accounts should be 59.5 years. In order to have an

	

5

	

average service life of 59.5 years, one would have to assume that there have been no

	

6

	

retirements in the past in these nuclear accounts, and that there will be no retirements of

	

7

	

existing plant in these nuclear accounts in the future until the final retirement of the

	

8

	

whole plant at the end of the assumed extended operating license. The lack of any

	

9

	

interim retirements is obviously a major error in the analysis.

	

10

	

Q.

	

What would be the result on the average services lives for the generation and

	

11

	

structures accounts of applying a reasonable level of interim retirements?

	12

	

A.

	

Applying a reasonable level of interim retirements to the generation and structures

	

13

	

accounts would likely reduce Staff's average service life estimates for these accounts by

	

14

	

roughly 10-15 years.

	

15

	

Q.

	

The second major flaw in Staffs study that you referred to is what you considered

	

16

	

to be questionable retirement curve matching for a number of transmission,

	

17

	

distribution, and general plant accounts. Can you please describe the problem?

	18

	

A.

	

In general, the average service lives for transmission, distribution, and general plant

	

19

	

accounts are derived by matching the observed life data from the Company's plant

	

20

	

history records to a set of empirically derived mortality data known as the Iowa Curves.

21

	

These curve matches are done on both a mathematical and visual basis. Ms. Schad also

	

22

	

described this curve matching process in her testimony. In order to check the

	

23

	

reasonableness of Staff's curve matches, I plotted Staff's proposed curve matches against

18



	

1

	

the observed life data in the Company's last depreciation study. The result of that

	

2

	

reasonableness check is that it appears that Staff's curve matching is questionable for

	

3

	

Accounts 355, 358, 362, 364, 365, 367, 369, 370, 371, 396, & 398. These curve plots are

	

4

	

attached to my testimony as Schedule DAF-9. The results of these questionable curve

	

5

	

matches are average service lives for many of these accounts that are approximately 10-

	

6

	

20 years too long.

	

7

	

Q.

	

The third major flaw in Staffs study that you referred to is what you considered to

	

8

	

be a mathematically and analytically incorrect calculation of the net salvage rates.

	

9

	

Can you please describe the problem?

	10

	

A.

	

In Ms. Schad testimony she states that: "Net salvage rates realized by the Company were

	

11

	

developed by taking the experienced net salvage for the last ten years, exclusive of the

	

12

	

highest and lowest net salvage amounts, and dividing by the original cost of plant retired

	

13

	

for the last ten years for each account. Excluding the highest and lowest net salvage

	

14

	

amounts in determining a ten year average eliminates outliers that can result from the

	

15

	

delayed timing of data entry into the accounting system."

	

16

	

Q.

	

Why is what Ms. Schad described as Staff s calculation of net salvage rate a

	

17

	

problem?

	18

	

A.

	

The approach that Ms. Schad has taken for eliminating outliers does not accomplish her

	

19

	

stated intention. In fact, it often creates a situation of greater outliers than occurred prior

	

20

	

to the "correction." What Ms. Schad has done is replace the highest and lowest net

21

	

salvage amounts with zero amounts. Since most of the Company's accounts are in a

	

22

	

negative net salvage position for most of the years, what Ms. Shad has done creates a

	

23

	

situation where she often replaces the highest and lowest net salvage amounts with two

19



	

1

	

new amounts that are higher than what the previous highest amount was. The result of

	

2

	

Ms. Schad's "correction" significantly overstates the net salvage rates that have been

	

3

	

proposed by the Staff to be included in the depreciation rate calculations.

	

4

	

Q.

	

Are there any other significant flaws in the Staff depreciation study?

	5

	

A.

	

The Company has not identified any other significant flaws at this time, but the Company

	

6

	

has not completed an exhaustive analysis of the Staff's depreciation study. The Company

	

7

	

certainly has not determined for sure that there are no other major flaws in the

	

8

	

depreciation analysis.

	

9

	

Q.

	

In your opinion could the Staff s depreciation study be used as a basis for

	

10

	

establishing a reasonable level of depreciation expense?

11

	

A.

	

In my opinion, Staffls depreciation study is too significantly flawed to be relied upon as

	

12

	

the basis for setting a reasonable level of depreciation expense.

13 Depreciation Reserve Analysis

	14

	

Q.

	

Ms. Schad's testimony claims that the Company's depreciation reserve is

	

15

	

theoretically over-accrued by approximately $800 million on a total company basis.

	

16

	

Does the Company consider that to be a reasonable representation of its

	

17

	

depreciation reserve situation?

	18

	

A.

	

No, it does not. As is noted in Ms. Shad's testimony, the calculation of the theoretical

	

19

	

reserve is predicated on the proposed depreciation rates from the depreciation study. The

	

20

	

significant flaws that have been identified in the Staff's depreciation study completely

21

	

invalidate the $800 million of theoretical over-accrual.

	

22

	

Q.

	

Does the Company believe that there are any individual depreciation reserve

	

23

	

accounts that are theoretically over-accrued at this point in time?

20



	

1

	

A.

	

Yes, it does. The assumed extension of the Wolf Creek operating license from 40 to 60

	

2

	

years created a situation where the nuclear depreciation reserve accounts are theoretically

	

3

	

over-accrued. In addition, the insurance and litigation proceeds in the Hawthorn 5

	

4

	

Rebuild depreciation reserve accounts created a situation where those accounts are

	

5

	

theoretically over-accrued.

	

6

	

Q.

	

In Ms. Schad's testimony, she states that "[t]he Staff does not propose an

	

7

	

adjustment to the depreciation reserve at this time". Has the Company proposed

	

8

	

any adjustments to the depreciation reserve?

	9

	

A.

	

Yes, it has through the deprecation rates that were included in Appendix G of the

	

10

	

Regulatory Plan Stipulation & Agreement. The nuclear depreciation rates that were

	

11

	

included in Appendix G are remaining-life depreciation rates. The calculation of

	

12

	

remaining-life depreciation rates takes into account the current level of the depreciation

	

13

	

reserve for the account in question. Remaining-life depreciation rates, thus, correct for

	

14

	

any current theoretical over- or under-accruals over the remaining life of the property in

	

15

	

the account. Likewise the Hawthorn 5 Rebuild depreciation rates that were included in

	

16

	

Appendix G were calculated in such a way that they are essentially remaining life rates

	

17

	

and will correct for the theoretical over-accrual in the Hawthorn 5 Rebuild depreciation

	

18

	

reserve accounts over time.

	

19

	

III. SUMMARY OF RECOMMENDATIONS

	

20

	

Q.

	

Please summarize the recommendations from your testimony.

	21

	

A.

	

I recommend the following as detailed previously in my testimony:

	

22

	

• The calculation of the "Unused Energy" allocator should be changed to reflect the

	

23

	

corrections as shown in Schedule DAF-6.

21



	

1

	

• The 12-CP methodology should be used for the Demand allocator.

	

2

	

• The corrected "Unused Energy" allocator should be used for the allocation of the

	

3

	

"margin" component of the "total revenues" on non-firm off-system energy sales.

	

4

	

• The depreciation rates listed in Appendix G of the Regulatory Plan Stipulation &

	

5

	

Agreement in Case No. EO-2005-0329 should be used as the basis for calculating

	

6

	

depreciation expense.

	

7 Q.

	

Are there any other issues that you would like to address?

	8

	

A.

	

Yes. I would like to note that I have attached, as Schedule DAF-10, the Staff's

	

9

	

September 5, 2006 EMS Run (accounting schedules). I have also attached, as Schedule

	

10

	

DAF-11, the Staffls calculation of the additional amortization associated with the

	

11

	

September 5, 2006 EMS Run.

	

12 Q.

	

Why have you attached these Staff schedule?

	13 A.

	

I have attached this September 5, 2006 Staff EMS Run, and the associated Staff

	

14

	

additional amortization calculation, because this version is the basis for the Company's

	

15

	

rebuttal testimony. The EMS Run that the Staff originally filed in conjunction with the

	

16

	

their direct filing in this case contained a number of errors and omissions which the Staff

	

17

	

has subsequently corrected. The Staff corrections have been incorporated into the

	

18

	

attached September 5, 2006 EMS Run. The Company has not addressed in rebuttal

	

19

	

testimony any of the errors and omissions in the Staff's originally filed EMS Run that

	

20

	

have subsequently been corrected.

	

21 Q.

	

Does the Company believe that the September 5, 2006 Staff EMS Run now contains

	

22

	

all of the necessary corrections of errors and omissions?

22



1

	

A.

	

The Company is continuing to review and evaluate the Staff EMS Runs as corrections are

2

	

made. As such the Company cannot confirm at this time that no other corrections are

3

	

necessary.

4 Q.

	

Does that conclude your testimony?

5

	

A.

	

Yes, it does.

23



Kansas City Power and Light Co Schedule DAF-6

Corrected Unused Energy Allocator

Demand Allocator (D1)
12-CP Avg Load (MW)

Demand Allocator

Energy w! Losses Allocator (E1)
Energy Used (MWH)

Energy w/ Losses Allocator

Unused Energy w/ Losses Allocator (UE1)
Available Capacity (MW)
Demand Allocator (D1)
Max Total Peak Allocated Using D1 Factors (MW)

x Hours in Year
Available Energy (MWH)

- Energy Used (MWH)
Unused Energy (MWH)

Unused Energy w/ Losses Allocator

	

UE1

Missouri

	

Kansas

	

FERC I Total 1

1,427.4 1,201.5 23.2 2,652.2
53.82% 45.30% 0.88% 100.00%

8,960,193 6,583,077 144,287 15,687,557
57.12% 41.96% 0.92% 100.00%

4,389.0
53.82% 45.30% 0.88% 00.00 0

2,362.2 1,988.4 38.5 4,389.0
8760 8760 8760 8760

20,692,662 17,418,096 336,882 38,447,640
8,960,193 6,583,077 144,287 15,687,557

11,732,469 10,835,019 192,595 22,760,083
51.55% 47.61% 0.85% 100.00%

D1

E1

Rationale for Allocating Off-System Sales Margins based on Unused Eneray Allocator

As can be seen in the calculation above, the Unused Energy Allocator is calculated based on the same underlying data
as is used to calculate the Demand and Energy Allocators.

Plant, capacity purchases and other fixed costs are typically allocated to the jurisdictions using the Demand Allocator.

Total fuel cost and energy purchases (including fuel and energy purchases used for off-system sales) are typically
allocated to the jurisdictions using the Energy Allocator.

Given how the generation costs, both fixed and variable, are being allocated to the jurisdictions, what is the appropriate
way to allocate the credit to the jurisdictions for off-system sales?

First, it is clear that revenues from capacity sales should be allocated to the jurisdictions based on the Demand Allocator,
because that is how the costs for plant, capacity purchases, and other fixed costs have been allocated to the jurisdictions.
In other words, the jurisdictions are being reimbursed for the costs that have been charged to them.

Second, it is also clear that the portion of the revenues from off-system energy sales that cover the costs to produce
those sales (fuel and/or energy purchases) should be allocated to the jurisdictions based on the Energy Allocator,
because that is how the costs for the fuel and energy purchases used to produce those off-system sales have been
allocated to the jurisdictions. In other words, the jurisdictions are being reimbursed for the costs that have been charged
to them.

How then should the "margin" portion of the revenues on off-system energy sales be allocated to the jurisdictions? The
allocation of the margins is dependent on and must be consistent with how the total generation costs are being allocated
to the jurisdictions (Demand and Energy Allocators). Through the Demand Allocator the jurisdictions have essentially
paid for a certain level of "Available Capacity" and, thus, the "rights" to a certain level MWH output or "Available Energy".
This "Available Energy" is calculated by multiplying the "Available Capacity" by 8760 (the hours in a year). The "Unused
Energy" is calculated by subtracting a jurisdiction's actual "Energy Used" from its "Available Energy". The "Unused
Energy" is essentially a measure of the portion the fixed costs that the jurisdictions have paid for but not used, and is also
a measure of the energy available to make off-system energy sales.

Unused Energy Allocator (new)
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Kansas City Power and Light Co Schedule DAF-6

Unused Energy Allocator Used in KCPL's June Update

( Missouri Kansas

	

I FERC

	

I Total
Demand Allocator (D1)

12-CP Avg Load (MW) 1,427.4 1,201.5 23.2 2,652.2
Demand Allocator D1 53.82% 45.30% 0.88% 100.00%

Energy w/ Losses Allocator (E1)
Energy Used (MWH) 8,960,193 6,583,077 144,287 15,687,557

Energy w/ Losses Allocator El 57.12% 41.96% 0.92% 100.00%

Unused Energy wl Losses Allocator (UE1)
12-CP Avg Load (MW) 1,427.4 1,201.5 23.2 2,652.2

x Hours in Year 8760 8760 8760 8760
Available Energy (MWH) 12,504,203 10,525,441 203,572 23,233,216

- Energy Used (MWH) 8,960,193 6,583,077 144,287 15,687,557
Unused Energy (MWH) 3,544,010 3,942,364 59,285 7,545,659

Unused Energy w/ Losses Allocator UE1 46.97% 52.25% 0.79% 100.00%

Rationale for Allocatina Off-System Sales Margins based on Unused Eneray Allocator

As can be seen in the calculation above, the Unused Energy Allocator is calculated based on the same underlying data
as is used to calculate the Demand and Energy Allocators.

Plant, capacity purchases and other fixed costs are typically allocated to the jurisdictions using the Demand Allocator.

Total fuel cost and energy purchases (including fuel and energy purchases used for off-system sales) are typically
allocated to the jurisdictions using the Energy Allocator.

Given how the generation costs, both fixed and variable, are being allocated to the jurisdictions, what is the
appropriate way to allocate the credit to the jurisdictions for off-system sales?

First, it is clear that revenues from capacity sales should be allocated to the jurisdictions based on the Demand
Allocator, because that is how the costs for plant, capacity purchases, and other fixed costs have been allocated to the
jurisdictions. In other words, the jurisdictions are being reimbursed for the costs that have been charged to them.

Second, it is also clear that the portion of the revenues from off-system energy sales that cover the costs to produce
those sales (fuel and/or energy purchases) should be allocated to the jurisdictions based on the Energy Allocator,
because that is how the costs for the fuel and energy purchases used to produce those off-system sales have been
allocated to the jurisdictions. In other words, the jurisdictions are being reimbursed for the costs that have been
charged to them.

How then should the "margin" portion of the revenues on off-system energy sales be allocated to the jurisdictions?
The allocation of the margins is dependent on and must be consistent with how the total generation costs are being
allocated to the jurisdictions (Demand and Energy Allocators). Through the Demand Allocator the jurisdictions have
essentially paid for the "rights" to a certain level MWH output. This "Available Energy" is calculated by multiplying the
average CP load by 8760 (the hours in a year). The "Unused Energy" is calculated by subtracting a jurisdiction's
actual "Energy Used" from its "Available Energy". The "Unused Energy" is essentially a measure of the portion the
fixed costs that the jurisdictions have paid for but not used, and is also a measure of the energy available to make off-
system energy sales.

Unused Energy Allocator (old)
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Kansas City Power and Light Co

	

Schedule DAF-6

Demand Allocator Used in KCPL's June Update

CoinMOPeak CoinKSPeak CoinResale WNPeak
Jan 1,299.0 1,112.8 24.6 2,436.4
Feb 1,270.4 1,076.6 24.0 2,371.0
Mar 1,142.0 929.9 20.5 2,092.4
Apr 1,077.8 848.4 17.7 1,943.8
May 1,478.3 1,223.6 20.3 2,722.2
Jun 1,804.9 1,524.9 26.4 3,356.3
Jul 1,903.0 1,643.5 28.7 3,575.3
Aug 1,815.3 1,588.6 29.2 3,433.2
Sep 1,539.7 1,317.4 25.5 2,882.7
Oct 1,186.3 936.4 14.6 2,137.2
Nov 1,239.1 1,046.0 22.5 2,307.7
Dec 1,373.2 1,170.3 24.8 2,568.3

MAX 1 1,903.0

	

1,643.5

	

29.2

	

3,575.3

1-CPAvg 1,903.0 1,643.5 28.7 3,575.3
4-CPAvg 1,765.8 1,518.6 27.5 3,311.9
12-CP Avg 1,427.4 1,201.5 23.2 2,652.2

Demand Allocator
Jurisdictional COS for Revenue (June 2006 Update)
Adjusted for Weather and Growth in Number of Customers

Production and Transmission Demand Allocators (D1, D2)

12-CP Avg D1, D2
Jurisdiction Loads Allocator
Missouri 1,427.4 53.8204%
Kansas 1,201.5 45.3034%
SFR 23.2 0.8762%
Total 2,652.2 100.0000%

Demand Allocator
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Kansas City Power and Light Co

	

Schedule DAF-6

Energy Allocators Used in KCPL June Uadate

ENERGY WITH LOSSES (El)

MWH
MISSOURI

	

8,960,193
KANSAS

	

6,583,077
SALES FOR RESALE

	

144,287
TOTAL

	

15,687,557

ENERGY WITHOUT LOSSES (E2)

MWH

E2
Allocator

MISSOURI 8,505,252 57.2379%
KANSAS 6,216,341 41.8342%
SALES FOR RESALE 137,889 0.9280%

TOTAL 14,859,482 100.0000%

	

El
Allocator

	57.1166%
41.9637%

	

0.9198%
100.0000%

Energy Allocator
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BEFORE THE PUBLIC SERVICE COMMISSION

OF THE STATE OF NIISSOURI

In the matter of The Empire District Company of )
Joplin, Missouri for authority to file tariffs )

	

Case No. ER-2006-0315
increasing rates for electric service provided to )
customers in Missouri service area of the Company. )

AFFIDAVIT OF ERIN L. MALONEY

STATE OF MISSOURI

COUNTY OF COLE

Erin L. Maloney, of lawful age, on her oath states: that she has participated in the
preparation of the foregoing Direct Testimony in question and answer form, consisting of

I 7- pages to be presented in the above case; that the answers in the foregoing Direct
Testimony were given by her; that she has knowledge of the matters set forth in such
answers; and that such matters are true and coirect to the best of her knowledge and
belief.

Erin L. Maloney

Subscribed and sworn to before me this 2eday of June 2006.
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7
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8
9
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to
11
12

	

Q.

	

Please state your name and business address?

13

	

A.

	

Erin L. Maloney, P.O. Box 360, Jefferson City, Missouri, 65102.

14

	

Q.

	

By whom are you employed and in what capacity?

15

	

A.

	

I am employed by the Missouri Public Service Commission (Commission)

16

	

as a Utility Engineering Specialist II in the Energy Department of the Utility Operations

17

	

Division.

18

	

Q.

	

Please describe your educational and work background.

19

	

A.

	

I graduated from the University of Nevada - Las Vegas with a Bachelor of

20 Science degree in Mechanical Engineering in June 1992. From August 1995 through

21

	

November 2002, 1 was employed by Electronic Data Systems of Kansas City, Missouri,

22

	

as a System Engineer. In January 2005, I joined the Commission Staff (Staff) as a Utility

23

	

Engineering Specialist I.

24

	

Q.

	

Have you previously filed testimony before the Commission?

25

	

A.

	

Yes. I filed testimony on reliability in Case No. ER-2005-0436.

26

	

Q.

	

What is the purpose of this testimony?

27

	

A.

	

The purpose of this testimony is to recommend that the Commission adopt

28

	

the system energy loss factor and the jurisdictional allocation factors for demand and

1
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3

4

5

6
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Direct Testimony of
Erin L. Maloney

energy that were calculated as shown on Schedules 1, 2, and 3 respectively, attached to

this direct testimony. This testimony also describes how these factors were determined.

EXECUTIVE SUMMARY

Q.

	

Please briefly summarize your testimony.

A.

	

The system energy loss factor was calculated to be 6.98%.

The jurisdictional allocation factors for demand and energy have been calculated

using a Twelve Coincident Peak (12 CP) methodology as follows:

Missouri Retail

	

Non-Missouri Retail

	

Wholesale

Demand 0.8221

	

0.1149 0.0630

8

Energy 0.8256

	

0.1093 0.0651

9

10

11

12

13

14

15

16

17

18

19

SYSTEM ENERGY LOSS FACTOR

Q.

	

What is the result of your system energy loss factor calculation?

A.

	

As shown on Schedule l, attached to this Direct Testimony, the calculated

system energy loss factor is 0.0698.

Q.

	

What are system energy losses?

A. System energy losses largely consist of the energy losses that occur in the

electrical equipment (e.g., transmission and distribution lines, transformers, etc.) in

Empire's system between the generating sources and the customers' meters. In addition,

small, fractional amounts of energy either stolen (diversion) or not metered are included

as system energy losses.

Q.

	

How are system energy losses determined?

2
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I A.

	

The basis for this calculation is that Net System Input (NSI) equals the

sum of "Total Sales," "Company Use," and "System Energy Losses." This can be

3

	

expressed mathematically as:

4

	

NSI = Total Sales + Company Use + System Energy Losses

NSI, Company Use and Total Sales are known; therefore, system energy losses may be

calculated as follows:

System Energy Losses = NSI - Total Sales - Company Use

The system energy loss factor is the ratio of system energy losses to NSI:

System Energy Loss Factor = System Energy Losses = NSI

10

	

Q.

	

How is NSI determined?

1 l

	

A.

	

In addition to the equation above, NSI is also equal to the sum of Empire's

12

	

net generation, net interchange, and any inadvertent flows. Net interchange is the

13

	

difference between interchange purchases and off-system sales. Net generation is the

14

	

total energy output of each generating station minus the energy consumed internally to

15

	

enable its production. The output of each generating station is monitored continuously,

16

	

as is the net of off-system purchases and sales. This information was obtained from data

17

	

supplied by Empire in response to Staff Data Request Nos. 119, 125, and 210. The

18 difference between scheduled and actual flows on a system is termed inadvertent

19 interchange. This information was provided on a monthly basis in Empire's response to

20 Staff Data Request 210.

21

	

Q.

	

What are Total Sales and Company Use and how are these values

22 determined?

3
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1

	

A.

	

Total Sales includes all of Empire's retail and wholesale sales of energy.

2

	

Company Use is the electricity consumed at Empire's non-generation facilities, such as

3

	

its corporate office building at 620 Joplin Street, Joplin, Missouri. Total Sales data was

4 provided by Empire in response to Staff Data Request No. 206. Company Use data was

5

	

provided by Empire in response to Staff Data Request Nos. 206 and 207.

6

	

Q.

	

Which Staff witness used your calculated system energy loss factor?

7

	

A.

	

The system energy loss factor was used by Staff witness Shawn E. Lange.

8

	

JURISDICTIONAL ALLOCATIONS

9

	

Q.

	

Please define the phrase "jurisdictional allocation".

10

	

A.

	

For purposes of this testimony, jurisdictional allocation refers to the

i 1

	

process by which demand-related and energy-related costs are allocated to the applicable

12 jurisdictions. In this case, demand-related and energy-related costs are divided among

13

	

three jurisdictions: Missouri retail operations, non-Missouri retail operations and

14

	

wholesale operations. The particular allocation factor applied is dependent upon the

15

	

types of costs being allocated.

16

	

DEMAND ALLOCATION FACTOR

17

	

Q.

	

What are the demand allocation factors that you are recommending be

18

	

used in this case?

19

	

A.

	

As shown on Schedule 2 attached to this direct testimony, the calculated

20

	

demand allocation factors for the test year are as follows:

Missouri Retail

	

0.8221

Non-Missouri Retail

	

0.1149

Wholesale

	

0.0630

4

21

22

23

24

25
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Q.

	

What is the definition of demand?

A.

	

Demand refers to the rate at which electric energy is delivered to or by a

system, generally expressed in kilowatts (kW) or megawatts (MW), either at an instant in

time or averaged over any designated interval of time. In this analysis, hourly demands

were used.

Q.

	

What types of costs are allocated on the basis of demand?

A. Capital costs associated with generation and transmission plant and certain

operational and maintenance expenses are allocated on this basis. This is appropriate for

these expenditures because generation and transmission are planned, designed and

constructed to meet anticipated demand.

Q• What methodology was used to determine the demand allocators?

A.

	

A methodology known as the Twelve Coincident Peak (12 CP)

methodology was used.

Q• What is meant by the twelve coincident peak methodology?

A. The term coincident peak refers to the load of each jurisdiction that

coincides with the hour of Empire's overall system peak. A 12 CP methodology refers to

utilizing the recorded peaks in each of the twelve (12) months of the selected test year.

Q.

	

Why use peak demand as the basis for allocations?

A. Peak demand is the largest electric load requirement occurring on a

utility's system within a specified period of time (e.g., day, month, season, year). Since

generation units and transmission lines are planned, designed, and constructed to meet a

utility's anticipated system peak demands plus required reserves, the contribution of each

5
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1

		

individual jurisdiction to these peak demands is the appropriate basis on which to allocate

the costs of these facilities.

	

3

	

Q.

	

Please describe the procedure for calculating the jurisdictional demand

	

4

	

allocation factors using the 12 CP methodology.

	

5

	

A.

	

The allocation factor for each jurisdiction was determined using the

	

6

	

following process:

	

7

	

1. Empire's peak hourly monthly loads in calendar year 2005 were

	

8

	

identified and summed.
9

	

10

	

2. Each jurisdiction's loads during Empire's monthly peak hours,

	

11

	

identified in # 1 above, were summed.
12

	

13

	

3. The sum for each jurisdiction calculated in #2 above was divided by

	

14

	

the sum of Empire's 12 monthly peak loads (result of # 1 above).
15

	

16

	

This resulted in the allocation factor for each jurisdiction. The sum of the demand

	

17

	

allocation factors across all jurisdictions equals one.

	

18

	

Q.

	

How was the decision made to recommend using the 12 CP method?

	

19

	

A.

	

The 12 CP method is appropriate for a utility, such as Empire, that

	

20

	

experiences relatively small variations in monthly and/or seasonal (e.g., summer and

	

21

	

winter) peaks during a particular year. Schedule 4, attached to this Direct Testimony,

22 presents a table of Empire's maximum hourly peak in each month for calendar years

	

23

	

2001 through 2005. This information was taken from the Federal Energy Regulatory

24 Commission (FERC) Form 1, and data provided by the Company in response to Staff

	

25

	

Data Request No. 130 in this case, and Staff Data Request No. 2921 in Case No. ER-

26 2002-424. As shown, Empire experiences its system peak during the summer months

27 (July, August, and September); however, the monthly peak hours occurring during the

6
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1

	

winter months (December and January) are relatively high due to the Company's high

saturation of electric heat customers.

The line graph on Schedule 6 attached to this Direct Testimony presents, for each

of the years 2001 through 2005, a plot of each month's peak hour as a percentage of

a) The peak hour for the corresponding year; and

b) The average of the monthly peak hours for the corresponding year.

The graph, which was derived from the data shown in Schedule 4, indicates consistent

peaks in both the summer and the winter across the time period.

Q.

	

Is there additional support for the position that a 12 CP methodology is

10

	

appropriate in this case?

11

	

A.

	

Yes. In various cases, the FERC has, among other things, used a number

12

	

of tests as a guide in its determination of an appropriate allocation methodology. These

13

	

tests are arithmetical calculations whose results are compared to specific ranges

14 determined from prior FERC decisions which suggest which methodology is more

15

	

appropriate. Attached to this testimony as Schedule 5 is an excerpt (Chapter 5) from a

16

	

publication entitled "A Guide to FERC Regulation and Ratemaking of Electric Utilities

17

	

and Other Power Suppliers," Third Edition (1994), authored by Michael E. Small. As

18

	

this excerpt shows, FERC has used these tests to support its adoption of a 12 CP

19

	

methodology in a number of cases. On occasion, however, these tests have suggested

20 that an alternative coincident peak methodology (such as a 4 CP) might be more

21

	

appropriate.

22 Q• Please describe the tests you used in your selection of a CP methodology.

7
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1

	

A.

	

The following tests included in the aforementioned guidelines (attached as

	

2

	

Schedule 5) were used:

	

3

	

Test 1- Computes the difference between the following two percentages:

	

4

	

a) The average of the monthly system peaks during the reported

	

5

	

peak period as a percentage of the annual peak, and

	

6

	

b) The average of the system peaks during the remainder of the test

	

7

	

period as a percentage of the annual peak.

	

8

	

For calculated differences that fell between 18% and 19%, the FERC typically adopted a

	

9

	

12 CP methodology. For differences that fell between 26% and 31%, the FERC typically

10 adopted a 4 CP methodology.

	

11

	

Test 2 - The average of the twelve monthly peaks in the reporting period

	

12

	

as a percentage of the annual peak.

13 When the resulting percentage fell between 81 % and 88%, the FERC typically adopted a

	

14

	

12 CP methodology. When the resulting percentage fell between 78% and 81 %, the

15 FERC typically adopted a 4 CP methodology.

	

16

	

Test 3 - The lowest monthly peak as a percentage of the annual peak.

17 When the resulting percentage fell between 66% and 81%, the FERC typically adopted a

	

18

	

12 CP methodology. When the resulting percentage fell between 55% and 60%, the

19 FERC typically adopted a 4 CP methodology.

	

20

	

Q.

	

Did you apply these FERC tests to Empire's data?

	

21

	

A.

	

Yes. As illustrated on Schedule 7, the following percentages using the

22 demands recorded for the twelve-month period ending December 31, 2005 were

	

23

	

calculated:

8
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1 Test I -

	

18.63%

Test 2 -

	

83.28%

Test 3 -

	

57.22%

Q.

	

Please discuss the significance of these results.

A.

	

The result of the first test (18.63%) falls within the above-indicated 18%-

19% range of results that led to FERC decisions adopting a 12 CP methodology.

7

	

Likewise, the result of the second test (83.28%) is within the 81%-88% range of results in

8

	

FERC decisions adopting a 12 CP methodology. The result of the third test (57.22%)

falls within the 55%-60% range for which the FERC issued decisions adopting a 4 CP

10 methodology. Overall, these tests lend support for usage of the 12 CP methodology.

11

	

Q.

	

Are there any other factors to consider in determining the appropriate

12

	

allocation methodology?

13 A.

	

Yes. These FERC tests are part of a larger set of factors historically

14

	

utilized by the FERC in its determination of which coincident peak methodology should

15

	

be used in electric utility cases. In a rate case decision involving Carolina Power and

16

	

Light Company', for example, the FERC states: "...it is necessary to consider the full

17

	

range of a company's operating realities including, in addition to system demand,

18

	

scheduled maintenance, unscheduled outages, diversity, reserve requirements, and off-

19

	

system sales commitments" (footnote omitted). In the adoption of the 12 CP

20

	

methodology, FERC has cited these operating realities, all of which affect a utility's

21

	

effective capacity, as important to its determination.

22

	

Q.

	

How do these operational realities apply to Empire?

' Carolina Power & Light Co., Opinion No. 19, 4 FERC ¶61,107 at 61,230 (Aug. 1978).

9
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A. There are periods of time, typically in the spring or fall, when the usage

level of the Company's native load customers is reduced. At such times, the Company is

able either to perform necessary maintenance on its power plants or to pursue off-system

sales, while retaining sufficient capacity to adequately meet its customers' requirements.

Furthermore, the Company's capacity planning process takes into account all the hours of

the year, not just the peak hour or any seasonal peak. These operational realities, along

with the test results and aforementioned analysis, provide ample evidence to support

Staff's recommendation to adopt a 12 CP methodology in the current proceeding.

Q.

	

Did the Company incorporate the 12 CP methodology in its filing of this

rate case?

A.

	

Yes.

Q.

	

Which Staff witness used your jurisdictional demand allocation factors?

A.

	

I provided these jurisdictional demand allocation factors to Staff witness

Dana E. Eaves.

ENERGY ALLOCATION FACTOR

Q.

	

What energy allocation factors are you recommending be used in this

case?

A.

	

The factors are shown in Schedule 3 and repeated here.

Missouri Retail

	

0.8256

Non-Missouri Retail

	

0.1093

Wholesale

	

0.0651

What types of costs were allocated on the basis of energy?

10
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I

	

A.

	

Variable expenses, such as fuel and certain operational and maintenance

(O&M) costs, are allocated to the jurisdictions based on energy consumption.

Q.

	

How did you calculate the energy allocation factor?

A.

	

The energy allocation factor for an individual jurisdiction is the ratio of

the normalized annual kilowatt-hour (kWh) usage in the particular jurisdiction to the total

normalized Empire kWh usage. The sum of the energy allocation factors across

jurisdictions equals one. The actual jurisdictional kWh usage totals were provided in the

Company response to Staff Data Request No. 206.

9

	

Q.

	

What adjustments were made to these recorded kWhs?

10

	

A.

	

The Staff made the following adjustments to be consistent with the net

11

	

system hourly loads used in determining normalized fuel costs:

12

	

a. Normalization Adjustment

13

	

b. Annualization Adjustment

14

	

c. Customer Growth Adjustment

15

	

d. Wholesale Weather Adjustment

16

	

Q.

	

Did you calculate these adjustments?

17

	

A.

	

No. Staff witness Shawn E. Lange supplied adjustments a., b., and d.

18

	

Please refer to Mr. Lange's testimony for a summary of these adjustments. Staff witness

19 Dana E. Eaves provided me with the customer growth adjustment. Please see Mr.

20

	

Eaves's testimony for a further explanation of this adjustment.

21

	

Q.

	

Which Staff witness used your jurisdictional energy allocation factors?

22

	

A.

	

I provided these jurisdictional energy allocation factors to Staff witness

23 Dana E. Eaves.

11
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3 Q. Does this conclude your prepared Direct Testimony?

2 A. Yes, it does.

12
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SYSTEM ENERGY LOSS PERCENTAGE

Net
Generation

Net
Interchange

Inadvertant
Flows

Net System
Input

Retail
Sales

Wholesale
Sales

Company
Use Losses

Jan-05 359,432,000 105,872,000 (98,000) 465,206,000 405,500,151 26,648,420 1,037,012 32,020,417

Feb-05 278,342.000 109,559,000 239,000 388,140,000 336,988,002 23,256,760 877,762 27,017,476

Mar-05 288,439,000 118,832,000 (166.000) 407,105,000 352,501,296 25,414,260 849,487 28,339,957

Apr-05 245,128,000 102,738,000 6,000 347,872,000 299,568,077 23,273,720 720,648 24,309,555

May-05 274,438,000 116,001,000 (56.000) 390,383,000 336,579,672 25,725,760 772,383 27,305,185

Jun-05 377,077,000 96,711,000 (126,000) 473,662,000 409,239,536 30,378,300 851,798 33,192,366

Jul-05 432,826,000 91,543,000 171,000 524,540,000 454,675.874 32,229,500 831,267 36,803,359

Aug-05 460,055,000 86,612,000 (244,000) 546,423,000 473,283,050 33,959,380 895,157 38,285,413

Sep-05 355,965,000 106,694,000 445,000 463,104,000 400,252,282 29,601,960 887,215 32,362,543

Oct-05 274,833,000 117,786,000 (274,000) 392,345,000 338,347,423 25,762,040 812,931 27,422,606

Nov-05 275,285,000 124,429,000 40,000 399,754,000 346,440,259 24,606,480 752,649 27,954,612

Dec-05 340,430,000 154,143,000 (63.000) 494,510,000 431,044,071 27,946,280 974,978 34,544,671

Totals 3,962,250,000 1,330,920,000 (126,000) 5,293,044,000 4,584,419,693 328,802,860 10,263,287 369,558,160

System Energy Loss Pereentage =(Losses I Net System Input) X 100% = 6.98%

Schedule I



DEMAND ALLOCATION FACTOR

Missouri Non-Missouri Total
Month Retail Retail Wholesale System

Jan-05 747.7 99.8 52.5 900

Feb-05 680.5 90.4 49.1 820

Mar-05 679.9 88.5 49.6 818

Apr-05 508.9 70 43.1 622

May-05 666.8 98.4 54.8 820

Jun-05 844.2 120.3 68.5 1033

Jul-05 890.7 127.9 68.4 1087

Aug-05 850.2 129.3 70.5 1050

Sep-05 808.9 117 65.1 991

Oct-05 689 106.6 58.4 854

Nov-05 695.3 93 48.7 837

Dec-05 868.9 106.4 55.7 1031

Twelve Month Avg 8931 1247.6 684.4 10863

Allocation Factor 0.8221 0.1149 0.0630 1.0000

Scedule 2



ENERGY ALLOCATION FACTOR

Missouri Non-Missouri Total
Month Retail Retail Wholesale System

Jan-05 369,748,480 48,881,895 26,648,420 445,278,795

Feb-05 330,464,071 42,282,384 23,256,760 396,003,215

Mar-05 301,063,765 38,939,497 25,414,260 365,417,522

Apr-05 297,497,572 40,388,179 23,273,720 361,159,471

May-05 276,137,730 37,648,373 25,725,760 339,511,863

Jun-05 322,496,512 45,132,952 30,378,300 398,007,764

Jul-05 380,571,229 53,070,231 32,229,500 465,870,960

Aug-05 404,240,551 55,222,724 33,959,380 493,422,655

Sep-05 409,802,040 56,243,727 29,601,960 495,647,727

Oct-05 325,125,397 45,643,433 25,762,040 396,530,870

Nov-05 287,954,047 38,168,556 24,606,480 350,729,083

Dec-05 359,886,332 43,846,299 27,946,280 431,678,911

12 Month Totals 4,064,987,726 545,468,250 328,802,860 4,939,258,836

Normalization Adjustment (17,993,790) (5.246,325) (23.2407115)

Annualization Adjustment (7,576,451) (1,542,899) (9,119,350)

Customer Growth Adjustment 76,232,504 6,230,469 82,462,973

Wholesale Weather Adjustment (4,075,784) (4,075,784)

Adjusted 12 Month Totals 4,115,649,989 544,909,495 324,727,076 4,985,286,560

0.1093

	

0.0651

	

1.00000.8258Allocation Factor
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Monthly System Peaks (MW)

2005 2004 2003 2002 2001

January 900 937 987 891 919

February 820 895 865 872 841

March 818 691 806 870 701

Apri! 622 635 697 655 642

May 820 803 736 738 791

June 1033 911 927 897 859.3

July 1087 1010 1019 984 999

August 1050 1014 1041 987 1001

September 991 873 813 950 878

October 854 633 613 804 618

November 837 756 754 748 769

December 1031 913 849 820 764

Schedule 4 - Monthly Demands
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^^kt C^.:e, F- l,# 'C[^tm14- p a5^,:: d

	

a"[>t..''.t<:? (1[t85; trrJa,am 19== IN

	

^

	

rf iS+^

	

;r:i..

c.'vitYinr. Nr, 1:i7. 2d 3lTte' 'ixi,S'>`a 0 S4s. l4,iladet^ati:a Fcf nrm. t:,.. 141

	

+rfr3,L234,

}7t>, 45,'4Y°r-^[k, rfl+{. 2.t t'1}{.C jf,i t!S' iT;Iti(,^ vrcti,ar t. 2't:6tt

	

r=::}utrc { ma r:;:xc. ;hit.i:

eqw[tsci 1se• dia^xc5^.rnltrzr[4,asa iI'te b^.is e,f Ial,r^r x:ae[^s. ^iii^r^rri I^n.rr :- ii^#[r [:^^, L?k,in:.an Nt,.

3 â . 5 I'W(

	

i'}r. ixt.t ^'-^3^ ^1 J 5;'. F cs.rs L;ri^ trr^ur ,': Pa,i^f t„_. ^I f 1:IL t: rt

Wd35b M;Snr,rn,y P;rry[er Cb PVru Gn. t7 S'F`:flt :[i [,AX4 An ea c}[.u t;, t2Yi5 hrn 2 s n x.n2r.

lishW lird pmWerC.v >tisusai'b:e vulti ir Yso tzrY°n ts[scc[,,ra1rXee9 owi gi6ant ta;:[nu. f ae x[:: k F'w-.

C::a. 24FEdt,.C.` <^fr+Ls1t pla. 0a.0I5-tt t4')%11, nftn, {,3},iniiuz No. ? 37. :^2 I`I.:atC. *161,140

4t'^3^2f, F:nri:ns t'cf,^ettz,r 4^,4,qrwroy} C,^r4+,.,,. i?}nesi[>n Akt. o^t, :,.t i t'4. i ti., , i ^? i iN"^,)..

#:`azrttrrC[an piar[e tnr2 ir trn^sl fc tr3aru [hct h[or ,-rat arzs)r;;t.ea! tes gr^ne--.[) E Smrn an 3 sw;xr

iiataal ^fia3 cati t}'^ ^a5is tnf Iptr^ ran^. J a^ C;ay i°^nc r r^^ L^d^¢. 31 ^`L ft.t- ai 0.s^,Cki>': FJk Ir°3 trvtir

hti°rr E- LWk Car, 7

	

aa {.5,20f; 1'S'.+JetMj;his i'ti.x'iri; 2+E FVAt,(': :is

t't4m)thcr [xa:sr t4st }us ariwzr is C9te + ali tdzsiar3 +.,C the fa'src.t szrsot. Uci[A3t the tztxnr

Cstio e n;, [a a:,tai 1a6w€ cnxXr vt itu der,,:minaror w^ch r}W 3bc.r v.ith a

tatrtt.=u2,tr uat+^tF..m ea1 we ivtizrCratcla. {ti :4 ^iia:et2,,:r nat }'te,[a•rd4n.T., Zx eYnprorsirs have airr:aai-'ca5i

vr drarsgc we ranu tvj crsity as:e3tk4ir,} pt,,d it:ei,rn, rran^ua a sta, ancf [i,,>rraiKaui3n>ts Iat.^ 1 fax,€

rnars-m»au>r, tlsrmby rxxSklObn;, ^ests?[rer srl vitr rela[e3 l.,r ;:clst,. E-l:.1M

ryetrct this in m Itast v„c c:ase. Karsas C:iry t`aar= r 0- Lij;h.i, 2Y F i:S2[ ;r:

	

,,x_ 3i

B. Cla5sificad(>i!

At'tcr fwssts z[kaS4r.r[,g t},r t3rx[ s[rtr is es clas?:iC}, t1[Nse saprnnicg s>. ,^.r a,ata: r,rtc .,C

thm tsra^t t^ea (.2i datnun #. ^^ enrrp, ax [_i} :N}ra°r ste 3tt

	

t 4(h)tsi?Su11A)

Fki2,C:`s Scati' fi[s a nu}nErt of ye-nrs t[ai inf-i_tfir p[rr.fotx€irv:uea'o a-4-[}1.ni Ceir siisstSvsteg

pfodu4 t3o.r, dy,.4'Wi atxcw.[y[s. 'l?nacr •bis methr+el irran aCe'<it[nt is yrt,?zw[jnmsrtp ^,t t,Kt+.'.;";

crres^^'-reLaCe;., it will be cta,ailieu ic tCwqm 1'hr ^4niz sLuS is tr[w with n<}rcr`t to <it-ra:at5i1

ee$atr;J v,>v[s FF.ltthis sc^:Cpeei} this rrratfttni in x rnlnrlvt i+" c-^<r•t. S+2

	

Ar+znnrx FruFfti

L`tviu' l..av, 4 FFlX_L''^f,l.2ti3, pCt. trl,_'4r^_ii# {iz^78e:.fflirt.zi; A•uai f-r_ S) 1^FRt }.

	

rra ^'Y^F^i ltEftta, R.aiis.«e f°i7;Rrt v

	

,°}*v AnySG tl9tyq)f. afdd• IS 1=E:R,4^: 4jr•1 Es^i, P.

104
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a:

	

n,,rt37,

	

y^lr', --2 C=1=`!L(.; ^'jf,1

	

3liarrr^sit^r 1'ovwx £r

t,.r^;•rar c„a.. I.+jatrtttnI :r- ?.zr, I t r'a•na_

	

pp. +a t,xxnn>cc e.i -rtp

In ad,iiucin su 9'lItC.".s alt,nhnaraa if "ir;tYls ptrtt.anic?allLr 3rrr1aai. d=£.3tC. 's€yt! Ras

aek,}ueit Stat4`x tiS3SSitiz"sala7r tiFdfx 3n t)wCoU[tia.a €?LYM y':a;ourts, :jrt:crr,a 1'altfir S•rviraz (;(+., 4

FrAC; a.t (0,2(0 -10t Kd:esas Cir}• 1't+iavr k F.agaa2 23 FkitC at (25;0:3: Afiuwxrsrsu 110xstr 4>

40ir Go.. t: 111L.C; ai 61,642i-44. lri af tr.aq, I:kirvv

	

, C7tyitu<zta ^N<r. 3ri7, 38 (+l7,C sr

FF,RC: au)zxxd a prirlxaud racr ts1r ^maiarsg that the °'prt3ptq%A1 l^ it+'^Kxrsistr.aac with

	r3sr €ia°~sai3.;atrr,es rat!It & prrduLxlmaa,t. Llueactrrsstl<.z ttx txtaerstsart and :nlavtsrLlkexc' a,:t:rnLLres

tt,za9 t ti St^ft, v hlM1 h isaw k>rciL a^ px=.^,-ti L t1:M i; rtrxi• si<tii

	

I n rOsr9t C::n:nyunry G-n<im,

irr:,,,s Lc, 'S`,'-.'. h3 FFft( jtg.,07^,, k ffl.'' i(iWq?t, rrh drmird. (§4 IE'lti, *"6I.033

aatcd ctur r^jc rltx,sri5um^EE;ItC: yt-ceptrci x

&}Mn.wxe frc€ar tbLk' 'stA't ioaclCX th atl-^.h it T,r:<i lttat a patt y tx y}xisiriz= a ss^^etnr Isr. e#ut^

Rxu[sirrt i)t ;w.;i,,;} ch3t.6ctaxrture.

C. Allocation

A1ica ctatxE}rid .:mt^ ta, e9enxattLi, r.xaerl(ar an.3 ausK"nar a^ilt.^ c^racs the txt

atE€ivate chexr (sstx to il¢c .'ssaoLLh .}a^rT to ktrr?sr.-tc thcas wsk+4^irxcr c+ t rr^pctuihilit'irT In

the rLSast h,!sly litaqatCA 33tzIV3tI.r0 r:s,t^ trvokvcci cken.md caxt a11o,,;itiore. °T}rpiratl-y..

sIL cat,ctl dcmvuT ccxs[s on a zxax t t^i^att peak {i:]>j ro-3cthiti 7L'ttPsz+ra a. 14fAtrAC T°uE3ir

	

,1er•av,-c C":1+.. C>? MFLc 163,023. P, f,rS,35^2 (1592) 1 "ttr3.xinv ['ublic hat tittef a ie.itart of

(A3InXFU1wltl StCC1511>rJ5 bffiTIt3Ltlg Ct'tt` 4t;C iYt 1 i5571CNdCfJt pV..ak dc"'inand 3lkicIitS7f._.. AItd. it

:lf<l:f'?. kns34i'1c[4rC of ip-ii' u"!CC`lm<t59, FT€AxAving ak3 r^;t154 l7tllfty GY95CC thY FERC CattK OiA{R,

1strlbrc it, 11477, .v'3or FFRC did In+atf4arw a Eo,irzi&at Fe,k rnrchctd oi's,liacfirarag

,i.trt.srsd ,:astn' ° i. 1! .e,a'lZ1tOrt r'u;t" t:a. 4 t=1kFx.(' 161,337, !e t*1,807 k17My, FE[tC xrstnd

	ti t its "k eL er i}wlier ia: to ai9ca att <3rtLCani ctnrt on t!u bssia of pvvl scspnn%hitity u is

drarw,mrtaat# by the awerwttrla»iAr majcsritv 4 &rir3.v,i caars." ^mr a1ea )3mrJtaro rs Ait:xet

f3rbll. .S^rn c t:.., 6? f1's{ii'= ir i15.042 l304Ei A C:!' tstci€ Od, the drirLatuis used in the alkrcr-

thr s{rmar,ais of a mArtiiuBar carsetxrwx of ctass mt.Lrezing at_ thrF tazrtc of thc N}nterzt

lseak {r,a a lactia:ulartitnw }'rtrisw3.'tlac 6e+cuaisuttiprlor.t bctLirni this arctfl-ic-i La that raya'my

t xzts a3c, ictcntt+ej wl .+:r+rc thrpeak tur.is < 1: w x^rtLCts.

1. Coitncident Peak A.llacaticl'n

	In rncnt; usa, t",EnR.t." hxc aercptril one <ai Ctaur (`P nxiittIJs ..3 CP. .1 t":!? 4 C:1', and 12

C`t 'Vssh ttw +;,rp;est taA€nkus tsi c:.ntpan t, ^1^iesk, .a !"- Ca" allncatarslt, 1.ln3nr a! C:P meshvd,

'he a1.1iw_etx,t Fire s taatcica-s3ar wIX>lesac tiiss, will bt: drwdapcit bv tiividinh t#m wSxudcsar

(Al (srx tttr pcak r.tanth by titt ttyt.El tOwsF.Llo-y ayst.crrL pe^pk, Sirai3atSy, for A. 4, uasei 12

[I' z i:w:^^lr^ny i sblv k•gu
ap3i:..

	

a. FgMc
{AGRrtpol kz t[SE'4w $1&[.Y

i.x, seh as yh}it, It krz xxe¢uc, tAe+r Fktti, nnq zece}g that
waan fnxrt the vs.-

SchedUk a{-3
h L15itY"

aubjccc, .:Fty (
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a`t.avt3:c Piae--l=s.irr=_^vrwalrtat;a>n.

	

a

C'kr ,trr:prsnie, xlsr n+aaaist^.;or+o.t*ruk-3 z;aesstsl crf tltr avasgc of tkec wW"A., Jasi cc,taccs. t

pc°ak; tKsr r,tt:a if tlct pcak nroriti,6, Wlsil,r: tFrc ^cn.irninae^r vn+ktlaf <cssas^sY t4 :Itr aweruas: ,,d

	

ilte ccrtat Syucrss ,ne46 Ciat each k+f thr, ftcA tswnths. FEftt; hxs [trkl that ttrrctrrrpnkdc kak,lx

ah+aukl n^c be ecfl^red iu th[s der7in'el aflatttiaix.t^' tifr F„k'trarmre+: Iq,e t< t^°;er i.G ,

hfun:<,n N. 1131. 'Z5 FF?ltt;at 6 i . t2T , Dr'hosurvri t'nt.tr t; (JCht Gr.. Oprnusii N l6.;'a

FFtlt; ki.l.i:Y°), gs. E.f.46ti (i'X*33).

Whtlr Fp3tt tsxt ri,t ttailn6s d^ hu.! :rn.3 f:A:a ruln tt;t u'rtbrrtu ysn,g xf^irkt aG^^crt3na;

tVA IN alr}-rr,prrag<a, a$t;ts xtaccd cfsal thar t"uU avorrt^ tarsrsrs x4Kau)d f<e 3a+=,: e rcd:

C^ha FuI3 rarr$D of:t t:+nnp371yN cifrrrar.iitf; xtaLIrie$ iri }..' nE : ics
x"uion cu systcm dcsziand: se1icda»3r?a :ruintc+rari<,, mrs^1r^
ul. l ovrap,cs, $i'mrsscy^ resem rcquiresnrnrs., aoYc§ r:i
}4cs -.xrsrntitnxuta_ (footaaltc cnnitted)

C'vrn#ina !>vacY'a t^ Ld^,:kr Co., C3pFU<sn No. 11?, 4 6Mf 14•11,11fii, p fr1,2 4r ^,`',

	

,

^arnie+r^rrttrl;h #`i4^01 Cu.a.IS

	

P.#ii,t% (9+18lj,

	

47p:stic':7 ,'+fta

	

_i

F£FC(' 4G1,^^4 (f t^ixt, (tlfttv+a TS^sr f. i 1 F^itC. ^Ga,4).til, }'p t 4,'-4? .ih i.i '?i^, ['^.

	

; r

F'Ii44C.: Tk) 1'.$?i ii°3f?S,. Srr ubo Mmnf[.»r rs Afti+r+ 1'uhlrr

	

irra„ f,,a., r*2 Ff4Li

{apf.+lgrng 1, F.Kt"•, vanr.u: tc{tt su tircGng tGnr a t°_Cf' was spf rr wrinrti

at

	

:,^,t:i'•"'

a. Srtcrrr i)csnand Ta.xxs

[k9 avGn'><a'VSrccarx de,xsancf ctrr_e F^ ri^Cativ.•fv tlas. c$wii thait aup pti5rt< cEr w^ If a T`? i':{'

er ctfrtv^3 uncier FEiit: prerc:3rnt. ]i a ntiiith cx}+et te^;:es s pn>eec rncc;i pcak iWr airj; ^?rr,

thrrc. nr Wur r<anxea:ut;ti'e urnna3rs, tf;cn unaf^es Ff_fi.C; prcr^.d.:ett t^+p uw of art..rfh.er ^;p

nn.tvnd yvt^s9t! hc Yis^s vrird_

	

^

In 4ttctmistin}, avhectuc s rsulir+ cKpcrienwes a prtsnc"inccd pcak <k+t=_rig A partiuslar

fanx: }+et-d, t.F;RC' Lc,nsiiicrs a natmbcr nt'crzb. Firu, FERC h.14 ct+anpsrcd the a%,Cr;kgV

thr ^r4Yrt l.tsks durtrrg the purptsrtrL pra4. pcri*J, As a peNrentagc of t3ne annu:l prak. co

the aacraim of the syscrnr pesks zlfstinp the trd--penk rttonths., As a pcmcata*e ttf ttx. ;tnnrrrf

pcak. FEft.tw bs:ss :4rts3 that [argc d:£firencrs itit.twech c}ccsP two ;iprrrs lrrrrissup;n.>rt to et^ms;

soaxwrEkinf; :,xhcr tFiat; a 1'r 17.1' mtt]x7d, while a snuticr rdef}erruce wpporr. S? C;f, e^ sl•tczwzt

fstle,r.aa 0+

{ t 3 Ir utrca?ts F'2 ww €: 7.nt~hr K:a.,

CYFtrnari [^Ica. 42t,

59 W<: sa(aa (1977y

j35"-i-E tiiffiaa.na;r--4

FMt° esnirrtct t8i»t tlae -nun f!'oin [irt

rt.-

SeC rW Fd+»rii.m 1. 1'.aw-lryr:Ntr W- Cc b"L rf.5i.t::.

	

t S 1P?

	

r,elrr.kLl
rsirbF:4lhra1 C;,kn.Iarstwtn CnEtF ttg CuurVee 7txkgv nrdxdsao puskctivarn tsu: n,i,tia! i+ry,^e, tuw t,,v+nchin
f+rat c.a tf,e ^nnu;d peaic. a.mw-^,rs nreru^lY.tk^^rixsul^rakt nI•pkc t+rak xra ° a^ ne.• isronchittirn^rut S'^'akr
esfle.enff_p„A xrri.e" Niafie PubEir ii1 11 {",P cnrnpan57-

Schedakit 4•4
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.naIA,.A13.'r f .:s}Y" v f.16^':.'

e `rf^yrzw^:} No. 1 I(^. ..

t : ^F1a(. ;a,l,et?^;i;rtiE

411::1t.E 51037il'i5;

^€z^;r;;ia£?a•r^°^c.c:_._t.'_ f"^",.

11;:,....; Mr-r t? ,.

3 i"lr!•Cr'..: al:h3,:QaK,

No dt•ilcrrn"..i' C

1

	

t":aM ,,s . -.

, r,, :4 TO

t::m {i:i,(154.

alreava.ni^ <si' ti# W.'rfgh f?i4 31'4 3 Cr

@'i=.iLt..- ,;- is.s, ,c -i ^ "r,racl tc,t, i7,olvr,t;.; the 7.wrv nti+•nt1 Ey p:"ak xc s pertrne.ra;e A

Ate amaw1 ceA TO hsa s:,:: El3c prc rruage. altrr vgtrjut the hup;+ott i tar E2 CaR 1'INs tt^r (r^s

}=^-xrt r:^cci>=; tls^^ t-^lar7vr3itiy,:.^s^c

Ln'+fz.ar.u fiKm f- 4^eair G+^ '

t1a^^.n,^^i^ ;'^tc,, h):;

	

..

Y+ YN
<•.r;n..... s t::4';:

[Is,,,rr.,f Na: ±.5.

:i i'l'12.1, TcfEi,00

0" 1 K^3ts11..r4trN il^:l•,

i 31z^rek 'N

3 w.t;%z,.iw i

Sc4ladul@ 4-;S
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e_.._l=tzncnutr3^.iracu-,si.. CtAs&itrexuara. xn.f :Niar,.:<.g"

	

ih; 4.;wWK.7n C.a7:/i^rnf^i ffih

€.ipazatcin No yi^ 1,

53

(bp ,^Ipik+rlkl A.^RU'r ^ax.

l".yxi3';7mN" 94,

}TRC: riE+t i)83 17^Y;'9)

< .̀I',;

jfispcLj N}o-Yr G.,

; T'Ik{` dS k,S,21ti

tr.€r`:n,-. 1;' { ;6",i,

(Fkr 4,AS7N{lr??iASG'FRiJ^[ ^:^SjtEOn !,

15 6"'Fiit' sr fr;, S)A

_,i i.{';;

L:11Y1<n3e^. NtsMl taZ.i,Qhf C1t,

(7pirxiun N. 711D,

14 F=E;k4C 1(tstzs {tKrrtt )

4C_P):

(1t}5 fa'f Ad^. filrr7rif G.

(rdi:.z,rnNo irrr,

14 Mi.c::161.082 (ivKS)

(7ir t.. 12 i:' 6'):

(311 K:urahiza !'tu rr t^ Ltghr C:v,.

(_ip,n.mti No. 0,

	

4 PE1sC N6 l, IL17

	

{y973fY

("? r 12 c::Fi,

;imv t:t;^;tari,r A*us, (: ^-.

Op,i=ori N. Nt,3,

iA C"P(,- 2323 (077)

-1:' t.`P.^;

:St+E+:'.havad.:r:, Peiisfx S'm'ru' (.A

19 iar 6, 5.()34

(ata aVrsw, aâ n-,o?[ (37 yuttenc_ a,d

sChCtltYk .i..G
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Amr•t. .rrt tltxt ha, lsrcn irwa`d by f#:W.,a h =z:rrEC n, 'natefs j wati s3;ie,,ssd,

nrm-t°e'ak tnr "h>.:>:c^ww.i thc psV,cL, Jt,^:^'r3d'. ia 03a Weti'd q"ak niettith%: 10 C;nr.^.i.eu A-u!v'r :?.

f"Jar

	

('rf;itsu+" 1'd,, F. a hi^Rs a+ f,1.:3ct 4+Ft[- s.^ apae.l s

	

G!' afrrr r<Ja w•eh•r. 0-

mira'etbl,•

	

r.^ ilite

	

t;'viE-st.t4; rns>it;fs^

	

. _i,-.? xhei p^iLs in awu of fes 3f1xt Qi tP^:ri:

^taxLt?'ax #"

	

!rar.ra^'rn:val f r tdiuorr f:i>., ! 5 1'lR ( , m i=i 7 1P4. S•f".fLt krlsxpl:.=d d-4

	

r1 s+,."If-'1

irfe.••ie.:.o^=r.^ firr!rt.:ar..l wY, ;^ {?q.•Ak In ijns.• of tht 4 }n."k rr2;.':Aa Nuv. c-ke^-3L.1 inii]v otue

r,..,.x pb=1z 1:^^rnt{s, iar t7i,. ti,txit{sii< 7'

	

tire•i=rr Co , 11i f•fk1(: 3t. s )

	

.a+^ r }^cra`x EE

t^^r i^ 4a !it;".At,t f>'A w 31w ,Inpe.,k,st't i,acaas;h

	

elx, itia+nrhf=. pc.wk !n prak

nus:z[r .,a^ft

	

k:'.il ^ {..-F" .ta?n^it'*a^i

	

.

	

A ls,r trsi uwt'rlvvti 9fis- <3tiv.•;r .: eft^.°

	

r+.3cnfa "t, ilu= hogh-

s^sS re,u^a[`sstc x,-ro^, s^:c^ I a. l,ee^; S:x '^ci CfBr It.Jlcru.';;r;_::a^,rs

181:xIGttz Y^.'eaYt P. ,^ ,

	

._

, I rl.IY..I". aE f,i,'-At??`a

(14!1k,...15

1:1 b3t;'- I;kvnu (e,l

t);)7f11oIJ fk l K4,

14 Fl:ltt W,t)x;r

91

r

	

„Etrv7 ?`Jis w-`i.

^. 1 :Lf. `' -.i iT € 195'

{ ^f•ti°`^•:lti ^^cY. i {3!	•.

f,ty t.,-,rlrit:r,r+i.r°^^f!h f':tfiuwt (:.,.

SChed1d4` 4-7
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and .Rkbxati^-n

x'WrNurueYrt paildAt ;Strtti:r (.:^T,t?i ,

lrk FERC at 6.031
N4l 23s--.} t;F'ir .rrd

i.k^a^er;u ti*wr'+ i% t.qgOtt Co,

17 FE:Stt:: at 6^;?il

b. Tests ticEati" to KesonesfMaintenance

Tis be eat*,uc x tsti'in- vsas the aff.µz+,L4 ssaonth, nn pertirt^^ lti ^rholabi xtu acZ.r,xc+ .

FU^.' f:: I7yt CflncS,d r7ut 6up^.+cyrtttivty tat-tltv tt;,z +at'a. 12 t°} nrccFu'l .-'LfnFrasnu f4rurw S:N ., 4?prri<=€t

No -58. a^ FF';itC- V,1,0$3, }a

	

7(397e11: i(timus Paarr t,, I I ftat,t,; ar i6.249:
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FT:S'i (.',7scr,.erm xzase+t that ")njrwrru#w, .e av.tJd ri4-^Lesr rir^ etri 9.,deiF1 t^xie s4ctr17ntf Yur ur.- .^ .-. .o
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Iz'nr

Ik»»uie43 3ireens^ ta+„r:t b"Razion _y-mµp^ rw^ exa5 ;^ve t@St` cs.I,:a.litrd cwas'clrnt i`e`ai;." W,

Schedule DAF-7 (Page 27 of 30)



Schedule DAF-7

prra ofl,^ yrat, ut rl. tt 7:u? 1'mvr

Tvty ea'x.

		

F l l; t:,; asi'A , s+ (r8 .4") % 1 `t=}) tr,.aim s rk%4far

	

C " , 3 5 i^•! Re ,.
)^xnrxcin

i..;

	

,.. 1; , , i,.. toyxis.m;;i Ns

	

159.A 54 I`IAf' ze 62,ti24t .a^'et•^-e^^..i ;Ys

f•efc^i::nti 1.^aW3 +atr S W„1HMi i{.tiI '410 i`.j

	I i^S.i.`, Iv+uc^,^,,. i^ •xL+}rma tlP gra;^c:ato-ne: "ud on tLw

	

.>f:.x-^ •a°:,r4

f;r..? d4^sarr 2^-l,r2

	

f',,. f7pnAat'i ivar. I11, 4 H-Ia.i xi

	

St:e,ui?. Fl:k.t: daati r•xjrrts,;r1 ¢rr,,ctn r.lut tiw wxwr:+t,sr ama rftt

	

*t:-

^ctieh,F^.r^ x^^ra rrzular €^^ac^s I^i (kt..-r 7ar; F'wurr

	

f)p.ia7rcxrs'Nrx

	

!°f11'ff sc

tT.RC nl.x3et^z^^ n dr,tt-aaax.4 sfio¢:uai+f rn ynwwi:le^ im thr, use ..ti Oac ^Iiu:xrat's-t^,

	

,•t', s.x,e

x- the arrt.•aa.icm oi heidi XFi eaianj.,Taa,,^ .msid ttw zlezorsrvcr.natar

	tir3atIp, F^itf' har iarl,i taw Whr}, dc[a,naaus shK^ttcri !K at

	

r> vrah NsC .ilc•r,4;!:14

atWd in the e3emand alkK,arvr

	

1! 111,s=l3exrrir 60... C31yuiar,s Ntx 10). 14 rFitt 4t s trti?;
rr. f,i,14", {4?n.t 3

I`iche}ule 4-9

Schedule DAF-7 (Page 28 of 30)



Schedule DAF-7

9,

^3̂ y%

4'

d

Meed Ienuubr : Meea Itpguoyy

Schedule DAF-7 (Page 29 of 30)



Schedule DAF-7

FERC Test Calculations

Empire Monthly
Peaks (MWs)

January

February

March

April

May

June

July

August

September

October

November

December

Minimum Peak
Maximum Peak

Summer Month Avg
Other Months Avg

12 Month Avg

Ratio 1a = (Summer Avg) ! Max
Ratio 1 b=(8-Month_Avg) / Max

FERC Test 1

	

=

	

Ratio 1a - Ratio 1b

	

0.186292548

	

= 18.63%

FERC Test 2

	

= (12 Month Avg) / Max Peak

	

0.832796688

	

= 83.28%

FERC Test 3

	

=

	

Min Peak / Max Peak

	

0.572217111

	

= 57.22%

Schedule 7

900

820

818

622

820

1040.25
837.75
905.25

0.95699172
0.770699172

1033

1087

1050

991

854

837

1031

622
1087
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