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Q.
PLEASE STATE YOUR NAME AND ADDRESS.

A.
Kimberly K. Bolin, P.O. Box 7800, Jefferson City, Missouri 65102.

Q.
ARE YOU THE SAME KIMBERLY k. bOLIN WHO HAS FILED DIRECT TESTIMONY IN THIS CASE?

A.
Yes.

q.
what is the purpose of your rebuttal testimony?

A.
I will be addressing in my rebuttal testimony the annual level of energy trader commissions that should be included in the payroll annualization.

Q.
Please explain the issue.

A.
During the pre-hearing conference the Empire District Electric Company (Empire or Company) raised an issue with the fact that neither the Missouri Public Service Commission Staff  (Staff) nor the Office of Public Counsel (OPC or Public Counsel) had included in its direct filing payroll annualizations for the commissions paid to the Company’s energy traders.  These commissions are based upon two components.  One is the amount of sales of excess generation in the wholesale market (off-system sales) and the second one is the procurement of resources (gas or power) for the Company’s native load requirements.

q.
which empire employees are eligible for the commissions?

A. 
All regular full-time employees who are employed as Traders in the Energy Marketing and Trading Department are eligible.  Currently there are three traders and one Director of the Energy Marketing and Trading department.  All four of the employees in this department received commissions for the procurement of power for the native load during the test year and update period.  The Director of the department did not receive any commissions for the off-system sales during this same period.

q.
what annual level of energy trader commissions has the company included in its direct filing?

A.
The Company has included $85,914 for its total Company energy trader commissions.

q.
how did the company arrive at this number?

A.
The Company used a monthly average of actual commissions paid to the four energy traders for the months January 2002 through August 2002 to arrive at $119,538 then applied a payroll ratio of 71.872 percent to arrive at its recommendation of $85,914.  

q.
what annual level does the public counsel recommend including in the payroll annualization?

A.
Public Counsel recommends including $51,177 in the total company payroll annualizaiton. Then the jurisdictional allocation factor that the Commission decides to use to allocate payroll costs for the Missouri jurisdictional electric operations should be applied to the $51,177. To arrive at a Missouri jurisdictional amount.

q.
please explain how you arrived at your annualized level of $51,177 for energy trader commissions.

A.
The Company provided Public Counsel with a copy of the Energy Trader’s Sales Commission/Incentive Plan Summary Plan Document (See Schedule KKB-6).  This document details how its energy traders earn the commissions.  I used the information in this document and re-created on a monthly basis the amount of commissions the energy traders would have earned based upon Staff’s off-system sales annualization  (See Schedule KKB-7).

q.
what level of off-system sales did the staff include in its revenue requirement at the date it filed direct testimony?

A
Staff recognized the net margin of  $1,914,777 for off-system sales in their revenue requirement, thus reducing the revenue requirement by this amount.  The net margin is the amount of off-system sales minus the costs incurred to obtain the off-system sales.

q.
please explain how the energy traders earn a commission under the company’s sales commission/incentive plan.

A.
The energy traders earn sales commissions are based upon the monthly net margin of off-system sales.  The higher the net margin the more commissions the traders earn.

q.
please explain how you calculcated the monthly individual and group thresholds.

A.
I multiplied each trader’s monthly salary by 1.5, which is multiple the Company uses to determine individual thresholds.  I then added all three individual thresholds to arrive at a group threshold of $23,774.  The three energy traders had to meet the group threshold each month before any trader earns a commission.   Once the group threshold is met, the traders are awarded a monthly group sales commission payout in accordance the schedule listed on page 2 of Schedule KKB-6.

q.
did you include commissions for the procurement of power in your annualization?

A.
Yes.  I included the maximum amount of procurement commissions in my annualization ($10,000 per trader).  I included the maximum amount because based upon information provided by the Company the traders have almost achieved this level for the first six months of the calendar year 2002. 

q.
why is your calculated energy traders commission different than the Companys calculated energy traders commission?

A.
The Company used a monthly average of data from January through August 2002, than calculated an annual level based upon the eight-month’s average.  I calculated the commissions in accordance with the sales commission summary plan document (Schedule KKB-6) and Staff’s updated test year off-system sales net margin that was used determine the revenue requirement in Staff’s direct testimony.

q.
why did you apply the payroll expense ratio to the commisiions?

A.
I applied the payroll expense ratio to the commissions because the commissions are included in total payroll costs along with the base salaries of the four employees in the energy marketing and trading department.  This expense ratio has been consistently applied to all annualized payroll costs.

q.
did you include the base salaries of the energy traders and the director of the energy marketing and trading department in your payroll annualization in your direct testimony?

A.
Yes.

Q.
DOES THIS CONCLUDE YOUR REBUTTAL TESTIMONY?

A.
Yes. 
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