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1 PROCEZEDTINGS
2 JUDGE PRIDGIN: Good morning. We're back
3 on the record. We're resuming the KCP&L hearing In
4 File No. E-2016-0285.
5 According to my updated witness list, I
6 believe we have Dr. Woolridge as the first witness
7 to be heard today, and we will then proceed
8 accordingly go onto FAC, rate design and revenues.

9 Anything from the Bench before Dr. Woolridge takes

10 the stand? Mr. Chairman?

11 CHAIRMAN HALL: Yeah. Good morning. I
12 would like —-— I guess I1'd ask staff for this,

13 though. And if the company can access 1t more

14 expeditiously, that would, of course, be fine as
15 well.

16 I would like to get copies of the current
17 EDR tariff and, also, the current line extension

18 tariff. Don't need that, obviously, for the first
19 couple of witnesses, but I would like it by the

20 time we get to Ms. Miller. 1Is that doable?

21 MR. THOMPSON: Current EDR tariff and
22 current line extension tariff?

23 CHAIRMAN HALL: Correct.

24 MR. THOMPSON: Yes, sir. We'll have it.
25 CHAIRMAN HALL: Thank you so much.
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1 JUDGE PRIDGIN: Anything else from the

2 Bench or from Counsel before Dr. Woolridge takes

3 the stand?

4

5 MR. STEINER: Your Honor, we're still

6 talking about some settlement items that we might
7 take a short break after FAC to —-— maybe a

8 half-hour break or so to do that —--

9 JUDGE PRIDGIN: Okay.

10 MR. STEINER: —-— 1if that —-- if that would
11 be okay.

12 JUDGE PRIDGIN: Any —- any response? And
13 what I'm hearing is we will go on and try, return
14 on equity and FAC. That would be Dr. Woolridge,
15 Roos and Dauphinais, 1f I'm pronouncing that name
16 correctly.

17 MR. DOWNING: Yes.

18 JUDGE PRIDGIN: And then the parties would
19 like to take a 30-minute break to discuss settling
20 some other issues. So we'll just kind of play it
21 by ear to see when some of those other witnesses
22 are gone and what witnesses we'll resume. Okay.
23 thank you. Anything further before Dr. Woolridge
24 takes the stand?
25 Okay. Hearing nothing, Dr. Woolridge, if

MIDWEST LITIGATION SERVICES
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1 you'll come forward to be sworn, please, sir. If
2 you'll raise your right hand to be sworn, please,
3 sir.
4 J. RANDALL WOODLRIDGE,

5 being first duly sworn to testify the truth, the whole
6 truth, and nothing but the truth, testified as follows:
7 DIRECT EXAMINATION

8 BY MR. THOMPSON:

9 JUDGE PRIDGIN: Thank you, sir. Please
10 have a seat. And, Mr. Thompson, when you're ready,
11 sir.
12 MR. THOMPSON: Thank you very much, Judge.
13 Q (By Mr. Thompson) State your name,

14 please, sir.
15 A My name is the initial J. Randall -—-
16 that's initial J. Randall Woolridge,

17 W-o-o-1l-r-i-d-g-e.

18 Q Thank you, sir. And how are you employed?
19 A I'm a Professor of Finance at the

20 Pennsylvania State University.

21 Q And are you appearing in this case on

22 behalf of any party?

23 A I'm appearing on behalf of Staff.
24 Q And that's pursuant to a contract?
25 A Yes.

MIDWEST LITIGATION SERVICES
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1 Q And are you the same Dr. J. Randall

2 Woolridge who prepared or caused to be prepared a
3 contribution to the Staff revenue requirement cost
4 of service report rebuttal testimony marked as

5 Staff Exhibit 232 and surrebuttal testimony HC and

6 NP marked as Staff Exhibit 2337

7 A Yes.

8 Q Do you have any changes or corrections to
9 that report —-- or to those pieces of testimony?
10 A No.
11 Q If I were to ask you those same questions
12 today, would your answers be the same?
13 A Yes.
14 (0] And the contents of those items are true
15 and correct to the best of your knowledge and

16 belief?

17 A Yes.

18 MR. THOMPSON: At this time, Judge, I

19 would offer Staff Exhibit 232 and 233 HC and NP.
20 JUDGE PRIDGIN: Any objection? Hearing

21 none, Exhibit 232 is admitted. Exhibit 233 HC and

22 NP is admitted.

23 (Staff Exhibit 232 and Staff Exhibit 233
24 HC and NP were offered and admitted into evidence.)
25 MR. THOMPSON: Thank you, Judge. I tender

MIDWEST LITIGATION SERVICES
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1 the witness for cross—examination.

2 JUDGE PRIDGIN: Mr. Thompson, thank you.
3 Cross, Public Counsel?

4 MR. OPITZ: No, thank you, Judge.

5 JUDGE PRIDGIN: MIEC?

6 MR. DOWNING: No thanks, Judge.

7 JUDGE PRIDGIN: MECG? Try too speed

8 things. KCP&L, will you have cross?

9 MR. ZOBRIST: Definitely.

10 JUDGE PRIDGIN: Any other parties wishing
11 to go? Okay Mr. Zobrist, when you're ready, sir.
12 MR. ZOBRIST: Thank you, Judge.

13 CROSS-EXAMINATION

14 BY MR. ZOBRIST:

15 Q Good morning, Doctor.

16 A Good morning. How are you?

17 Q Okay.

18 A Good.

19 Q Okay.

20 A In your surrebuttal testimony, 1f you have

21 that before you, take a look at Page 2.

22 A Yes.
23 Q Around Line 20. Am I correct that you
24 noted the economy in recent months and as of the

25 time that you filed this at the end of January 2017

MIDWEST LITIGATION SERVICES
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1 that the economy has experienced lower employment

2 and improving economic growth and corporate
3 earnings?
4 A Yes. I —-- yeah. That's relative to the

5 August 1l6th period when interest rates kind of

6 bottomed out in 2016.

7 0 And in recent days, in fact, the stock

8 market has not only gained almost 10 percent. 1It's

9 gained over 10 percent, correct?

10 A It's —— up about 10 percent or a little
11 bit more since the election.
12 Q And 30-year treasuries have also increased

13 to about 50 basis points?

14 A They increased about 50 basis points since
15 last summer. They're currently at 3.04 percent,

16 which is —-— they've been hovering around 3 percent.
17 Q And they've been trading over 3 percent

18 for the last couple of weeks, correct?

19 A Yes. But they kind of go up and down

20 every day. Some days, they go up. Some days, they

21 go down.

22 Q But the overall trend is up, correct?
23 A Well, the trend —-- you can look at a
24 couple days or couple weeks. Trends are —-- are —-—
25 you know, it doesn't mean they're going to continue

MIDWEST LITIGATION SERVICES
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1 to go up. You know, just because they go up one
2 day or one month doesn't mean they're going to go
3 up the next six months.
4 Q But you've testified that the 30-year

5 treasury yield has increased about 50 basis points

6 to its current level of about 3.0 percent?

7 A I agree.

8 Q Since August, correct?

9 A Yes. It bottomed out in August and it's
10 increased about 50 basis points.
11 Q And the Dow Jones industrial average, top
12 20,000 for the first time in history, correct?
13 A Yes, it did.
14 Q And what's it trading at today?
15 A 21 —— 21, something like that. I don't
16 know. I didn't —-- I don't know the exact number.
17 o] It's well over 20,000 today, correct?
18 A Yes.
19 Q Okay. And you noted on Page 3 of your

20 surrebuttal that the Federal Reserve Board had

21 increased interest rates in December, true?

22 A They did.

23 Q Okay. But you did not change your GDP

24 growth rate in your constant growth model, correct?
25 A I didn't use a GD growth rate in my

MIDWEST LITIGATION SERVICES
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1 constant growth.
2 Q Did you use a growth rate of 1.7 percent?
3 A No. I —-- what I did was in my -—-—
4 Q No, no. My question is, did you use a

5 growth rate of 1.7 percent?

6 A Not in my DCF model.
7 Q Now, are you familiar with a recent
8 issuance by the Bureau of Economic Analysis that

9 stated that the average GDP growth rate for 2016 is
10 now 1.9 percent?
11 A It was initially 1.6 percent. They might
12 have updated that. They update that occasionally.
13 MR. ZOBRIST: Would you mark that? I

14 think 1it's 159.

15 (Exhibit 159 was marked or
16 identification.)
17 o] (By Mr. Zobrist) Dr. Woolridge, I've

18 handed you what the court reporter has marked as

19 Exhibit 159. Do you have that before, sir?

20 A I do.
21 Q And is that a release by the Bureau of
22 Economic Affairs, Department of Commerce that came

23 out on January 27th, 2017?
24 A Yeah. It's a Bureau of Economic Analysis.

25 In fact, the graph here looks a lot like the graph

MIDWEST LITIGATION SERVICES
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1 I have on page 6 of my surrebuttal testimony,

2 except that they —-- it includes the —-- the updated

3 one, which was after my testimony, includes the

4 fourth quarter of 2016 and —-— which —-- where the

5 GDP growth rate declined from a 3.5 percent on a

6 quarterly basis to, I believe it was, 1.9 percent.

7 And it turned out to be 1.9 percent for the year

8 2016.

9 Q Fine. And this is the type of —— this is
10 the type of Government information that you rely
11 upon in conducting your analyses, correct?

12 A Well, I —-- certainly, I look at this, yes.
13 MR. ZOBRIST: Okay. Judge, I move the

14 admission of Exhibit 159.

15 JUDGE PRIDGIN: Any objection? Hearing
16 none, once 159 is admitted.

17 Q (By Mr. Zobrist) And as you quoted, the
18 first paragraph here, it says, The real gross

19 domestic product increased at an annual rate of 1.9
20 percent in the fourth quarter according to the

21 advanced estimate released by the Bureau of

22 Economic Analysis, and in the third quarter, real
23 GDP had increased 3.5 percent, correct?

24 A Yes.

25 Q Okay. And based upon this quarterly

MIDWEST LITIGATION SERVICES
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1 report, the annual gross domestic product for 2016

2 was also an increase of 1.9 percent, correct?

3 A Yes.

4 Q Now, are you aware that the U.S. Census

5 Department of the -- pardon on me. The U.S. Census

6 Bureau of Department of Commerce also reported

7 stronger than expected retail and food sales for

8 January 20177?

9 A Yes. And as I said, I mean, one month or
10 one quarter doesn't create a trend. I mean, it may
11 be an indication.

12 And a lot of times, these things are

13 revised. So like this GDP number could be revised.
14 But I'm just saying one —-- sort of like you looked
15 at this -- your —-—- your GDP growth rate. Yeah.

16 Third quarter was 3.5 percent. Fourth quarter was
17 1.9 percent.

18 So I'm not saying that there's necessarily
19 —-— 1f you have one observation a quarterly or

20 monthly figure, it doesn't mean there's a long-term
21 trend.

22 Q Dr. Woolridge, I've handed you —- handed
23 you what I've marked as Exhibit 160, which is an
24 advanced monthly sales report for retail and food
25 services for January 2017 issued by the Census

MIDWEST LITIGATION SERVICES
www.midwestlitigation.com Phone: 1.800.280.3376 Fax: 314.644.1334



EVIDENTIARY HEARING - VOLUME 11 2/22/2017

Page 715
1 Bureau of the Department of Commerce, correct?
2 A Yes.
3 Q Okay. And that's what you were describing
4 in response to my previous question?
5 A No. I was referring to the GDP report.
6 Q Okay. Am I correct that the Census Bureau
7 of the Department of Commerce issued last week on

8 February 15th an advanced estimate of U.S. retail
9 and food sales for January 17th that showed an
10 increase of .4 percent from the previous month and
11 an overall year increase of 5.6 percent about

12 January 20167

13 A Yes.
14 Q Okay. And, again, this is the type of
15 Government information that you survey and rely

16 upon in preparing you analyses in return on equity

17 and cost of capital in cases like this, correct?
18 A Well, I review general economic
19 indicators. But, obviously, in computing cost of

20 capital, I look at dividend yields, growth rates,

21 interest rates, that sort of thing. And,

22 certainly, these are reflected in —-- in —-- in those
23 numbers as well.
24 MR. ZOBRIST: Okay. Your Honor, I'd move

25 the admission of Exhibit 160.

MIDWEST LITIGATION SERVICES
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JUDGE PRIDGIN:
MR. THOMPSON:

grounds of foundation.

Any objections?
I'm going to object on

I don't think the witness

said he'd ever seen this before.

MR. ZOBRIST: Judge, 1it's a Government

report. It's self-authenticating. The —-- it's

indicated that it comes from the U.S. Department of
Commerce. The witness has stated he relies upon
Governmental data in preparing his analyses. I
believe it should be admitted.

JUDGE PRIDGIN: Objection is overruled.
160 1is admitted.

(KCP&L Exhibit 160 was offered and
admitted into evidence.)

Q (By Mr. Zobrist)

Now, Dr. Woolridge, is

it also true that —- well, are you aware that the
Bureau of Labor Statistics also issued its report
indicating that the consumer price index for all
urban consumers increased .6 percent in January?

A I —— I am aware of that. And, again, Jjust
because it's a one-time event doesn't mean 1it's a
-— a trend.

Q Well, no. But you follow all these
reports as they come out on a periodic basis to

make certain that you're informed as to these

www.midwestlitigation.com
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1 trends, correct?

2 A Well, I do. And -- and in my analysis,

3 these are reflected in the capital market data that
4 I use.

5 Q Okay. I'm going to show you what I've

6 marked as Exhibit 161, which is a news release from
7 the Bureau of Labor Statistics of the U.S.

8 Department of Labor dated February 15th, 2017. Is

9 Exhibit 161, Dr. Woolridge, a copy of that news

10 release that I just referred to?
11 A Yes, it is.
12 0 Okay. And am I correct, then, the first

13 paragraph, it indicates that over the last 12

14 months, the All Items Index rose 2.5 percent for

15 seasonal adjustment?
16 A Yes, it is.
17 Q Okay. And at the bottom paragraph, 3just

18 before the graph, am I correct that this states the
19 all items index rose 2.5 percent for the 12 months
20 ending January, the largest 12-month increase since
21 March 2012; is that correct?

22 A Yes.

23 MR. ZOBRIST: Okay. Judge, I also move

24 the admission of Exhibit 161.

25 JUDGE PRIDGIN: Any objections? Hearing

MIDWEST LITIGATION SERVICES
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1 none, Exhibit 161 is admitted.

2 (KCP&L Exhibit 161 was offered and
3 admitted into evidence.)
4 o] (By Mr. Zobrist) Now, Dr. Woolridge, in

5 your surrebuttal filed at the end of January, you
S took note of the fact that the Federal Reserve
7 Board had raised interest rates in December of

8 2016, correct?

9 A I did.
10 Q Okay. And how —— how sizable was that
11 rate increase?
12 A 25 basis points.
13 Q And are you aware that the Chair of the

14 Federal Reserve Board, Janet Yellen, testified last
15 week before Congress that the committee will

16 evaluate at upcoming meetings whether employment

17 and inflation are continuing to evolve in line with
18 these expectations, in which case a further

19 adjustment of the Federal funds rate would likely

20 be appropriate?

21 A Yes. There are a couple things. I

22 commented yesterday that the notes came out from
23 the January meeting of the Federal Reserve.

24 Afterwards, the markets indicated there's

25 about a 43 percent chance of a rise in the —-- the

MIDWEST LITIGATION SERVICES
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1 discount rate in —-- in March.
2 I'll go back to December of 2015, the
3 first time the Fed raised rates. You look over the
4 next six months, long-term rates went down. They
5 didn't go up.
6 Again, 1in this analysis, we're using long

7 term-rates, not short-term rates. So, certainly,
8 the Fed directly controls short-term rates through
9 the discount rate.
10 In my testimony, I laid out that the —-

11 the fact that the Fed doesn't correctly control

12 long-term rates. The market's really determining
13 those.

14 Q Thank you. I think you've responded to my
15 question that was -- that you were aware of what

16 Chair Yellen had said, correct?

17 A And I updated from yesterday's meeting.

18 Q Thank you. Thank you. Well, let me show
19 you 162 and ask you to confirm, if you can, if this
20 is a copy of the testimony that Chair Yellen

21 offered to the Banking Committee of the U.S. Senate
22 last week. Does that appear to be a copy of her

23 testimony?

24 A Yes, it does.

25 Q And am I correct that she also surveys

MIDWEST LITIGATION SERVICES
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1 that Fed's view —— or at least her view as the

2 Chair of the Fed of the current economic situation,
3 correct?

4 A Yes.

5 MR. ZOBRIST: Okay. I move for the

6 admission of Exhibit 162.

7 JUDGE PRIDGIN: Any objections? Hearing

8 none, Exhibit 162 is admitted.

9 (KCP&L Exhibit 162 was offered and
10 admitted into evidence.)
11 o] (By Mr. Zobrist) Now, Dr. Woolridge, you
12 just mentioned, I think, the percentage that the
13 market had predicted as far as a future Federal
14 Reserve Board interest rate hike at 43 percent; is

15 that correct?

16 A That's ——- that's what I read last night.
17 Yes.

18 Q And is that from the CME group?

19 A Yes.

20 Q Okay. Let me show you ——

21 MR. ZOBRIST: And this may be a little

22 awkward, Judge. You have to print these off the
23 Internet, and I've got a report that's got a bunch
24 of blanks. But I'm going to ask the witness if he

25 can identify this. And if he can, then I'll

MIDWEST LITIGATION SERVICES
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provide the Commission with sort of summary
information. 160 —-—

A Three.

MR. ZOBRIST: 163, Judge?

JUDGE PRIDGIN: That's correct.

(KCP&L Exhibit 163 was offered and
admitted into evidence.)

o] (By Mr. Zobrist) Now, Dr. Woolridge, it
may Jjust be my inability to figure out how to
print. But when I took a look at the CME group
yesterday, I got this blank page. And then page 2
shows the percentages for the March meeting, and
then there's a dot chart in the second —- pardon me
—— in the third page and then another blank page on
the fourth page. Is this a copy of what you see
when you got to the CME Group Fed Watch to look for
these percentages that you referred to?

A Yes.

MR. ZOBRIST: Okay. Judge, I'm going do
move the admission of Exhibit 163? Is that what it
is?

JUDGE PRIDGIN: Correct. Exhibit 163 has
been offered. Any objection?

MR. THOMPSON: Well, is this another

Government report, Karl?

MIDWEST LITIGATION SERVICES
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1 MR. ZOBRIST: No. This is the —-- this 1is

2 the firm that issues the percentages that

3 Dr. Woolridge mentioned when I was questioning him

4 Just a few minutes ago. And I've got a better copy

5 of the percentages in a graph form right now that

6 I'll pass out.

7 MR. THOMPSON: So it's not

8 self-authenticating?

9 MR. ZOBRIST: No. It's what Dr. Woolridge
10 referred —— he just testified that he referred to
11 these percentages that the CME group issues and
12 that he looked at it, I think, this morning or
13 yesterday.

14 MR. THOMPSON: May I voir dire, Judge?
15 JUDGE PRIDGIN: You may.

16 VOIR DIRE EXAMINATION

17 BY MR. THOMPSON:

18 Q Dr. Woolridge, have you ever seen this
19 before?

20 A I've gone on the web site and seen it. I
21 haven't seen the current one.

22 Q You have not seen this particular one?
23 A No. But I'm aware of —-—

24 MR. THOMPSON: In that case, I would
25 object.
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MR. ZOBRIST: Excuse me. He interrupted
his own witness, Judge. I think Dr. Woolridge
ought to be permitted to finish his answer.

JUDGE PRIDGIN: I'm sorry, Mr. Thompson.
What was your objection?

MR. THOMPSON: My objection is foundation.
The witness said he has not seen this particular
item before. And it's not a Government report
that's self-authenticating.

JUDGE PRIDGIN: The objection 1is
overruled. 163 1s admitted.

(KCP&L Exhibit 163 was offered and
admitted into evidence.)

CONTINUED CROSS-EXAMINATION
BY MR. ZOBRIST:

Q And, Dr. Woolridge, let me show you
Exhibit 164, which is an actual picture of the
chart.

MR. ZOBRIST: Judge, did I provide the
Bench with these charts?

JUDGE PRIDGIN: Not. 164? No.

o] (By Mr. Zobrist) Now, Dr. Woolridge, if
you were to look at that CME Group Fed Watch chart,
are these the types of bars that you see?

A I'm —— I'm aware of these. Yes.
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1 Q Okay. Now, did you look at —— when is the
2 last time you looked at this chart?

3 A A month ago.

4 Q Okay. When you said that you looked at

5 the percentages recently that indicated a 43

6 percent chance of a rate increase, when did you

7 look and see that?

8 A Either last night or this morning.

9 Q Okay. Well, this is dated -—-
10 A It was after the release of the Fed

11 minutes from yesterday.

12 Q Okay. Well, this is dated February 21st

13 at 9:45 a.m. And it indicates that as of that day

14 and time yesterday at a quarter to ten, the current
15 probability of a 50 to 75 basis point rate increase
16 was 73.4 percent, and the previous day, which would
17 have been Friday, it was 82.3 percent. Do those

18 probabilities sounds accurate based upon your

19 survey of the CME Group web site?

20 A No. The —-- the target —--
21 Q Excuse me. Yes or no? Do they seem to be
22 accurate based upon your review of the CME Group

23 web site?
24 A No. ©Not the way you stated it.

25 Q Okay. What is ——- what is wrong with this
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1 here?
2 A The way you stated it, it's not a target
3 rate increase. It's —-—- the target rate, the

4 probability of it being 50 to 75 basis points as of

5 the March meeting is 73 percent.
6 The probability of it going up to 75 to a
7 hundred basis points is 26 percent. That's —-—— I'm

8 sorry. That's Jjust how that's interpreted. It's

9 not an increase. It's —— it's the probability of
10 the target rate being at one level or the other
11 level.

12 Q It being at the 50 versus the 757?
13 A 50 -—— no. As a range. That's a range.

14 Their range is 50 to 75.

15 Q Okay. And —-- and you're saying that the
16 probable —- that the market is assessing the
17 current probability of an increase to 50 to 75

18 basis points at 73.4 percent as of yesterday?
19 A Well, it's there now. It's —— the
20 probability of an increase to 75 to 100 is 26

21 percent.

22 Q Okay. And -- and these market increases

23 or —— or decreases in terms of probability occur on
24 a daily basis, correct?

25 A Yes, they do.
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1 MR. ZOBRIST: Okay. Judge, I move the
2 admission of Exhibit 164, I believe it is.
3 JUDGE PRIDGIN: 164 is offered. Any
4 objection? Hearing none, 164 is admitted.
5 (KCP&L Exhibit 164 was offered and
S admitted into evidence.)
7 o] (By Mr. Zobrist) Now, as a result of

8 these generally recent trends, these positive

9 economic trends, Treasury yields continue to
10 increase as you testified; is that correct?
11 A Treasury yields have gone up. They've

12 gone down. They're currently at 3.04 percent. The
13 market is projected to go down today. They'll be
14 lower today.

15 0 As of the last three months, the trend has

16 been uniformly upward, correct?

17 A The trend is it goes up. It goes up. It
18 goes down. I mean, in the end, no one can forecast
19 interest rates.

20 Q I'm asking —— pardon me. I'm asking,

21 historically, over the last three months, has the

22 universal trend been upward?

23 A The rates have gone up.

24 Q Thank you. Thank you.

25 A But that doesn't mean they're going to
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10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

continue to go up.

Q Okay. Now, is it generally true that
higher interest rates and gross domestic product
growth indicate that the financial community sees
strong growth prospects in the economy?

A Well, certainly, it sees better. I don't
know if it would be strong.

Q Is it reasonable, given these recent
trends, to expect higher dividend yields and higher
growth rates?

A No.

Q Do you think these developments indicate
that increases in the cost of equity are
appropriate and reasonable?

A No. I mean, the cost of equity 1is a
function of dividend yields, which have been —--
they've been relatively stable recently.

Q Okay. Thank you.

A And expected growth rates. No. That is
the question.

Q Well, no. My question was a yes or no
question. You're testifying as if Mr. Thompson
were asking you questions. You stated in your
surrebuttal that as capital market costs decline,

ROE should decline, correct?
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1 A And capital cost are a function of

2 dividend yields and growth rates. Yes.

3 Q And when they increase, returns on equity
4 should increase as well, correct?

5 A Yes. If —— if the dividends yields and

6 growth rates are going up.

7 Q So if inflation is going up and we're

8 seeing increased growth rates, those are pressures
9 —— upward pressures upon the cost of capital and,
10 therefore, return on equity?

11 A And —-- and they're reflected every day in
12 the stock prices we see. I agree with that.

13 Q And they're reflected in Treasury yields
14 and in bond yields, correct?

15 A Yes, they are.

16 Q And they're reflected in the economic data
17 that we've talked about here this morning, correct?
18 A Yes.

19 Q Okay. Now, let me ask you about the ——
20 the analysis that you prepared in this case. You
21 prepared a constant growth study using the
22 discounted cash flow model, correct?
23 A I did.
24 Q And you prepared a capital asset pricing
25 model, correct?
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1 A I did.

2 Q Okay. You did not prepare a risk premium
3 analysis?

4 A Well, the capital pricing model is a

5 version of the risk premium. So it's —-- it's a

6 risk free rate plus a risk free premium. And in

7 this case, Mr. Hevert, obviously, did another risk
8 premium analysis.

9 (0] And so did Mr. Gorman on behalf of one of
10 the other Intervenors, correct?

11 A Yes.

12 Q So you did not prepare an independent risk
13 premium analysis?

14 A I did a capital asset pricing model, which
15 is a risk premium model.

16 Q And in terms of updates, Mr. Gorman

17 prepared an update of his analysis as did

18 Mr. Hevert in this case, correct?

19 A Yes.
20 Q And you did not. True?
21 A No, I did not. I was not asked to, and I
22 didn't update it.
23 Q Okay. And, in fact, the —- the update
24 that Mr. Gorman prepared resulted in a discounted
25 cash flow ROE recommendation moving from 8.8
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1 percent to 9.0 percent, correct?

2 A I —— I think —— yes. I believe the lower

3 end of his range was a little higher. And I think
4 if I did mine today, the higher end of my —-- higher

5 end of the range may go up a little bit. It

6 doesn't necessarily mean my recommendation would
7 change.
8 Q Well, in fact, you're not making a change

9 to your recommendation, are you?

10 A That's correct.

11 Q And Mr. Gorman's risk premium rate

12 recommendation, the recommendation based upon his
13 risk premium analysis went up 30 basis points from

14 9.20 to 9.50, correct?

15 A I believe so. Yes.
16 Q Okay. Now, Mr. Woolridge, would you turn
17 to —— it's in the Staff report. 1It's Exhibit

18 JRW10, page 4. And I've got pages, individual
19 pages, if that would speed up the process for you

20 to look at. Do you have that before you, sir?

21 A I do.
22 Q Okay. This -- this Exhibit JRW10, page 4
23 indicates the wvalue line investment data for

24 projected return on equity for your proxy group and

25 for Mr. Hevert's proxy group, correct?
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1 A It does.
2 Q Okay. And at the bottom there under the
3 column —- it's about the fourth one over.
4 MR. ZOBRIST: And, Judge, pardon me. I've
5 got copies for the Bench here I can give so you can
6 follow along.
7 o] (By Mr. Zobrist) Am I correct that at the

8 bottom, where you have the mean and median returns
9 on equity, they are 10.5 percent mean and 10.0

10 percent median for what you call the electric proxy

11 group, which is your proxy group, correct?

12 A Yes.

13 Q Okay. And then under Mr. Hevert's proxy
14 group, the equivalent figures are 10.2 percent and
15 10.0 percent, correct?

16 A Yes.

17 Q Okay. And yet your recommendation to the
18 Commission is to award an ROE of 8.65 percent; is

19 that correct?
20 A Yes.
21 Q And that's 190 basis points between the

22 mean or average ROE and your proxy group?

23 A Well, first of all, let me —-- yeah. These
24 are projected based on value line numbers. They
25 include their unregulated operations, which include
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1 about 20 percent of their numbers.
2 You know, includes things like dominion
3 with an 18.5 percent ROE. I mean, that's not their

4 regulated ROE. That includes a lot of their

5 commercial generation. They get 35 percent of

6 their revenues from unregulated operations.

7 The current ROEs for these companies in

8 terms of their current returns on equity are about

9 9 percent.
10 Q Well, and the point is you've got a whole
11 list of ROEs, not only from that high you pointed
12 but, also, from lows of 8.0 percent for DTE and 8.5
13 percent for Allete, A-l-l-e-t-e, correct?
14 A Yes. Yeah. And I said these are the
15 projections —- the current numbers are about 9
16 percent.
17 Q Okay. Now, Dr. Woolridge, do you follow

18 the Regulatory Research Associate reports that are

19 issued on a periodic basis as far as authorized

20 returns from other State Commissions?

21 A Yes, I do.

22 Q Okay.

23 A I used them in my report.

24 Q Okay. Let me show you a copy of —— it's
25 Exhibit 155. It was previously admitted. I -- do
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1 you have a copy of that in front of you, by any
2 chance? I tell you, you may not but I've got an
3 extra copy for your Counsel, and I'll show it to
4 you, as well it's already been admitted into
5 evidence.
6 A I do not.
7 Q Woolridge, I'll represent to you that this

8 is the January 18th, 2017, Regulatory Research
9 Associates report that was admitted into evidence
10 two weeks ago as Exhibit 155. Are you familiar

11 with this report?

12 A Yes, I am.
13 Q Okay. Now, am I correct that it states in
14 the first paragraph that the average return on

15 equity for all electric utilities in 2016 was 9.77

16 percent?

17 A Yeah. And that —-- as it states further

18 down, that includes the —-- the special Virginia

19 cases.

20 Q Right. And if you exclude those limited
21 issue rider cases, the average ROE is 9.60 percent,
22 correct?

23 A That's correct.

24 Q Okay. And in this case, your

25 recommendation is almost a hundred basis points
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1 below the overall average; is that correct?
2 A I would agree with that. And, in fact, if
3 you look at my report, I discuss that issue.
4 o And —-
5 A On —— I discuss that issue.
6 Q Well, and, again, Mr. Thompson can ask you
7 about your discussion of that. You have made no
8 adjustments since filing your rebuttal testimony in

9 November, and you have made no adjustments in your
10 recommendations since filing your surrebuttal

11 testimony as you come here today in Jefferson City

12 and testify as to your recommendation, correct?

13 A That is correct. And if you look at it, I
14 —-— for example, in my —-—- in my —-—

15 Q Thank you. Thank you. I think you've

16 answered —— I think you've answered my question.

17 Now, let me ask you this. Do you ever download the
18 reports that periodically come out from Research
19 Regulatory Associates that appear as this flow

20 chart that I'm going to mark as —-—

21 MR. ZOBRIST: Exhibit 164, Judge? Or 1657
22 JUDGE PRIDGIN: I —— excuse me. I have
23 the —— I have 164 as the last exhibit admitted. It

24 was the chart.

25 (KCP&L Exhibit 165 was marked for
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1 identification.)

2 Q (By Mr. Zobrist) Okay. Dr. Woolridge,

3 does 165 appear to be the kind of spreadsheets that
4 are issued periodically by Research Regulatory

5 Associates?

6 A I believe so. I —— I don't download them,
7 but -— I did -- it looks familiar.
8 Q Okay. But you look at these from time to

9 time, correct?
10 A Well, when other witnesses provide them.
11 Q Well, happy to do so. Now, the last case
12 that's listed on Exhibit 165 is a Delmarva,

13 D-e-l1-m-a-r—-v-a, Power & Light Company case

14 recently decided by the Maryland Public Service

15 Commission. Are you familiar with that case?
16 A I am.
17 Q Okay. And you testified in that case,

18  right?

19 A I did.

20 Q And this was a fully litigated

21 distribution energy case that resulted in an ROE of
22 9.60 percent, correct?

23 A That's correct.

24 (0] So the information there at the bottom of

25 this Exhibit 165 is correct as far as that case
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1 that you participated in?
2 A Yes. But this 1is not an up-to-date
3 analysis. This is —— I mean, I'm looking at dates
4 of the rate cases. It doesn't -—— I mean, it
5 doesn't go to —— I mean, I look at ——- for example,

6 I think when Mr. Hevert was testifying, he

7 referenced a Virginia case that he and I were in.
8 And it was Virginia Electric Power.

9 For some reason, it's not in here. But
10 the decision there was 9.4 percent. So I —- I
11 don't know if that was missing or whatever. But
12 that decision was in January. Mr. Hevert

13 recognized he had testified in that case when he
14 was cross—examined.

15 0 You talk about the North Carolina case,

16 the Virginia Electric Power company case?

17 A No. The Virginia case that Mr. Hevert
18 referred to on cross—-examination.
19 Q Okay. My recollection is that he

20 mentioned Florida, South Carolina and North

21 Carolina. I don't remember a Virginia case. Is
22 that what you heard?

23 A I read it in the transcript.

24 Q Okay. Then I stand corrected. The

25 Virginia cases are these limited rider cases,
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1 correct?
2 A Yes.
3 Q Okay. And those cases were not included
4 in the 9.60 overall average rate of return for

5 electric utilities that I mentioned. And that's in

6 the second sentence of the ROA report that I asked

7 you to take a look at, correct?

8 A No. But they do reset the ROE, and they
9 —— they move it from 9.6 to 9.4 in January.
10 Q Okay. Well, let me ask you about that

11 Maryland case. What was your recommendation for

12 the ROE in the Maryland case that you testified in?

13 A I do not remember.

14 MR. ZOBRIST: Judge, 1s it 1657

15 JUDGE PRIDGIN: I have what you just

16 handed me as 165, the rate case history.

17 Q (By Mr. Zobrist) I'm going to hand the

18 witness another exhibit, which I'll mark as Exhibit
19 166. Does Exhibit 166 appear to be a copy of the
20 report and order of the Maryland Public Service

21 Commission in Case No. 9424 regarding Delmarva

22 Power & Light Company?

23 A Yes.
24 MR. ZOBRIST: Judge, instead of putting
25 the whole report and order or offering it into
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1 evidence, I've excerpted pages just dealing with
2 the return on equity section, which I'll hand
3 Counsel, and I'll also let Mr. Thompson take a look

4 at the full report and order because I don't think

5 we need to burden the record with about 40 extra

6 pages.

7 MR. THOMPSON: What 1is it that the witness
8 has?

9 MR. ZOBRIST: He's got the whole thing.
10 MR. THOMPSON: Okay. Thank you.
11 MR. ZOBRIST: Judge, I'm —-— I've got
12 excerpts just on the return on equity portion of

13 Exhibit 166. Is that what it is?

14 JUDGE PRIDGIN: Right.

15 MR. ZOBRIST: And that's been admitted

16 into evidence?

17 JUDGE PRIDGIN: I don't think 166 has been

18 offered or admitted.

19 MR. ZOBRIST: Okay. Let me offer it at

20 this time since the witness stated that this is the
21 opinion of the Maryland Commission in that Delmarva
22 case.

23 JUDGE PRIDGIN: 166 has been offered. Any
24 objections? Hearing none, 166 is admitted.

25 (KCP&L Exhibit 166 was offered and
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1 admitted into evidence.)
2 MR. ZOBRIST: Judge, let me provide the
3 Bench with copies of just the ROE excerpt.
4 Q (By Mr. Zobrist) Mr. Woolridge, would you

5 turn to page 20 of Exhibit 1667

6 A Yes.

7 Q At the bottom paragraph, it says, OPC

8 argues that the Chief Judge erred in adopting

9 Staff's recommended ROE, which OPC witness

10 Woolridge criticized as results oriented. Are you
11 the Witness Woolridge that is referred to in here?
12 A Oh, yeah.

13 Q Okay. And OPC also objects that the

14 proposed order gave less credence to

15 Dr. Woolridge's analysis and testimony that

16 authorized ROEs for distribution only electric

17 utilities (like Delmarva) have been about 20 basis
18 points below those for integrated electric

19 utilities. Did I read that correctly?

20 A You did.

21 Q Okay. And KCP&L is an integrated electric
22 utility, correct?

23 A Yeah. And they also have the same bond

24 rated rating as —-- as Delmarva. So, I mean, I

25 would assume —-—- you know, bond rating take into
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1 account whether integrated or just distribution.
2 So I'd assume they —-- they're relatively close in
3 risk.
4 Q Well, do you agree with the argument or

5 the point made by the Office of the Public Counsel
6 in Maryland that retained you that authorized ROEs
7 for distribution only electric utilities are

8 typically 20 basis points below those for integrate

9 electric utilities?

10 A They —-- they have been. And to some

11 extent, that can be reflected in their —-- their

12 credit ratings.

13 Q Now, on the next page, page 22 of this

14 excerpt, it indicates that your recommendation was
15 8.6 percent for a return on equity, correct?

16 A I'm sorry. I'm missing that. Oh.

17 Q The box on page 22.

18 A Oh, yes. Yes.

19 (0] And the Commission reconsidered the

20 decision of the Chief Judge in that case, and it

21 found that an ROE of 6.0 percent was both adequate

22 and appropriate for Delmarva, correct?
23 A It did. And on page —— on line —-— near
24 the bottom, they —-- they recognize that they

25 disagree with the Judge, that they believe
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1 gradualism was —- should be their policy, which
2 means we're not —-- we're not so concerned about the
3 results. We just want to have a gradual change in
4 ROEs. And that's —-—- that was a big factor in this
5 reconsidering the Judge's decision.
6 0 And as a result, the Commission took the

7 Chief Judge's recommendation of a 9.48 percent ROE

8 and, instead, authorized an ROE of 9.60 percent,
9 correct?
10 A Yes.
11 Q Now, Dr. Woolridge, do you remember being
12 in Jefferson City in about nine years ago for
13 another KCP&L rate case?
14 A Yes. I —— I barely remember.
15 Q You gave testimony in Kansas City Power &

16 Light Company's rate case ER-2006-0314 that

17 resulted in a report and order that was issued on
18 December 21st, 2006. Let me show you an excerpt
19 from that opinion.

20 MR. ZOBRIST: I believe it would be,

21 Judge, 1667

22 JUDGE PRIDGIN: This would be 167.
23 (Exhibit 167 was marked for

24 identification)

25 MR. ZOBRIST: Thank you.
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1 o] (By Mr. Zobrist) Dr. Woolridge, Exhibit

2 120 —— pardon me. 167 refers —— few opening pages
3 from that report and order and then it Jjumps to the
4 revenue requirement discussion on page 17 and goes
5 to page 22 after the Commission made certain

6 findings with regard to your opinion; is that

I correct?

8 A I'm sorry. Can you tell me again which

9 pages?
10 Q Sure. Sure. This is an excerpt from that

11 report and order in Case No. ER-2006-0314 that when
12 you get beyond the opening pages that show the
13 Table of Contents that begins at page 17 at the
14 bottom of the revenue requirement and then the
15 return on equity discussion that actually begins on

16 page 20. Do you see that?

17 A Yes.

18 Q Okay.

19 MR. ZOBRIST: Judge, I would ask that the
20 Commission take official notice of this report and

21 order in Case No. ER-2000-0314.

22 JUDGE PRIDGIN: Any objections? The

23 Commission will take notice.

24 o] (By Mr. Zobrist) Now, Dr. Woolridge,

25 let's look at Commission's report and order on page
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1 21 of this exhibit. Am I correct that the return

2 on equity recommendation that you made on behalf of
3 the U.S. Department of Energy was 9.0 percent?

4 A Yes.

5 (0] And the recommendation of Staff was a

6 range of 9.32 percent to 9.42 percent?

7 A Yes.

8 Q And the range from OPC, the Office of the

9 Public Counsel, was 9.9 percent, correct?
10 A Yes.
11 Q And the company recommended an 11 percent
12 ROE and also requested 50 basis point added --

13 adder for construction of risk at the time. Do you
14 recall that?

15 A I don't recall that. But I -- I do see

16 that on top of page 22.

17 Q Okay. Now, on page 22, Footnote 21, it

18 states that, Dr. Woolridge has impressive

19 credentials being a Professor of Finance at Penn
20 State University how in contrast to Dr. Hadaway,

21 who was the company's ROE expert, Dr. Woolridge who
22 has never worked for or even testified for a public
23 utility. Do you see that?

24 A I do.

25 Q Okay. Is that statement still true?
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1 A Yes. And I'm —— I'm pretty sure

2 Dr. Hadaway has never testified for anybody other

3 than electric utility. I mean, a public utility.

4 0 Now, am I correct that the Commission in

5 this case found that the zone of reasonableness ran
6 from 100 basis point figure, 9.37 percent to 9

7 point —-- pardon me. Let me start that again.

8 Looking at —- back on page 21, the

9 Commission found a zone of reasonableness between
10 9.37 percent and 11.37 percent based upon average

11 ROEs that had been issued for the past three

12 quarters prior to the decision in this case,

13 correct?

14 A Yes. That was the decision of the

15 Commission.

16 Q Okay. And because your recommendation

17 fell outside that zone of reasonableness, the

18 Commission discarded it and found that it merited

19 no further discussion; is that correct?

20 A I believe they —— I was outside of their
21 zone the way they calculate that number. I think
22 in a subsequent Ameren case, 1t came out that that
23 number was calculated in a kind of erroneous

24 fashion.

25 Q Okay.
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1 MR. ZOBRIST: I have nothing further,

2 Judge. Thank you.

3 JUDGE PRIDGIN: Mr. Zobrist, thank you.

4 Any Bench questions? Chairman?

5 CHATIRMAN HALL: Yeah. Just a few.

6 CROSS-EXAMINATION

7 BY CHATRMAN HALL:

8 Q Good morning.

9 A Good morning.

10 Q What is your ROE recommendation in this

11 case?

12 A 8.65 percent.

13 Q And do you —-- do you recommend a —-- a

14 range as well?

15 A Oh, I have a range, and I picked a number
16 out of that range. It was 8.9 -—— no. 7.9 to 8.75,
17 I believe. And I —-- I used 8.65. So it was the
18 upper end of the range.

19 Q And —— and what was the date that you made
20 that recommendation initially?
21 A Well, the data was as of October 21st.
22 0 October 21st of 20167
23 A Yes.
24 Q Mr. Zobrist presented you a great deal of
25 information data analysis after that date of
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1 October 21st, 2016; is that correct?
2 A Yes.
3 Q But none of that data changes your
4 recommendation in this case; is that correct?
5 A It —— it does. I mean, if you looked —-
6 and I think I started to answer this question. I

7 think the top end of the range would go up by maybe

8 10 basis points.

9 So my recommendation could change, if you
10 look at the numbers and bring them forward, maybe
11 ten basis points. But it's not going to be more

12 than that.

13 Q So as we sit here now, your range would be

14 7.9 to 8.85?

15 A Probably in that range. And -- and,

16 remember, you know, part of this discussion 1is

17 based on interest rates. Interest rates have gone
18 up .

19 But I use an interest rate of 4 percent in
20 my —— my Cap M study. So I'm using an interest

21 rate which is still almost a hundred basis points
22 above where the 30-year Treasury is today.

23 I use a normalized interest rate, which is
24 common among valuation people. You have a risk

25 free rate and risk premium. A normalized rate 1is
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1 kind of the —-- what you expect a norm to be over an
2 extended period of time.

3 Q So what —-- what do you expect to happen to
4 interest rates over the next two to three years?

5 A I've learned one thing. In my testimony,

6 I have a study that shows —-- you know, they've been
7 predicting interest rates to go up for ten years,

8 and they haven't gone up.

9 You know, the bottom line, in my opinion,
10 is if you can forecast interest rates, you run a
11 hedge fund and you live on a yacht. No one can
12 forecast interest rates.
13 You know, they're going up. They go down.
14 A year ago, December 2015, the Fed increased rates,

15 the short-term rate. The long-term rate fell by 50

16 basis points.

17 Q So ——

18 A So, I mean, it's —-- there's a lot ——- I

19 mean, there's a lot of fundamental data that, you
20 know, suggests that, you know, interest rates, you

21 can't predict them.

22 Q So you never try to predict interest

23 rates?

24 A No, I don't.

25 Q So you've never provided testimony before
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this Commission or any other Commission where you
have made a recommendation based upon —-- you made
an ROE recommendation based upon your —- your
analysis that interest rates are going to go down?
A No. And, I —-- I explained that in my —--
in my report about I use a normalized number, which
is kind of an average over an extended period of
time because you estimate a market risk premium
based off of a risk free rate.

And I looked at 30 or 40 different studies
of the market risk premium, and they're done at
different points in time. So the market risk
premium is relative to the risk free rate.

I use a normalized rate of ——- of 4
percent. It's very similar —-- I mean, 1in the
report —-— and I know previously in this hearing,
there's a —— there's an investment firm of —-
investment valuation firm that publishes a lot of
stuff, and they use a normalized rate. I'm sorry.
I'm —— they —-

Q That's okay. I wasn't really asking about
that anyway.

A Okay.

Q Okay. So your —- your recommendation in

this case is based upon a normalized rate of 4.0

MIDWEST LITIGATION SERVICES

www.midwestlitigation.com Phone: 1.800.280.3376 Fax: 314.644.1334



EVIDENTIARY HEARING - VOLUME 11 2/22/2017

Page 749

1 percent?

2 A Yes.

3 Q Have you —- have you provided testimony or
4 a recommendation to any other Commission in the

5 last five years or so with a different normalized
6 rate?

7 A I don't know. It might have been lower.

8 I don't —— I don't believe so. But I don't know.

9 It's —— the last several years, I've been using 4
10 percent very similar to what, you know —--— you know,

11 I look at the range. 1It's been 2 and a half or 2.2
12 to 4 percent over the last three years, and I use

13 the top end of that range.

14 Q So you —— you were monitoring data and

15 analysis related to the economy, Treasury yields,
16 interest rates, GDP, et cetera, since October 21lst
17 of —

18 A Oh, yes. And as I said —-

19 Q Okay. So the answer is yes. I appreciate

20 that. So what would have had to happen for you to
21 modify your recommendation that you made in October
22 of 2016. I assume that if something -- things

23 could have happen that had would have caused you to
24 modify your recommendation.

25 A Yes. Well, I -- I look at dividend
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1 yields. Now, they've gone up maybe 10 basis points

2 since I've prepared this. I look at expected

3 growth rates. They've —-— pretty much the same. I
4 monitor these things on an ongoing basis. Again, I
5 use a risk free rate of 4 percent.

6 Q So those two things, dividends and growth

7 rate?

8 A Yeah. And I used the upper end of my

9 range. I didn't use the lower end of my range, but

10 the middle. I used the upper end of my range.
11 Q Okay. So you were looking at dividend
12 yields and growth rate. And if -- if those had

13 changed after October 21st, 2016, you would have

14 modified your -- your recommendation here?
15 A Yeah. And I —- I think —-— I used slightly
16 —— 1in the Ameren case, I used slightly different

17 data and the number is a little bit high, maybe

18 five or ten basis points.

19 Q But it wouldn't have been 30 basis points
20 or 40 basis points?

21 A Maybe 5 to 10.

22 Q So —— so your recommendation in this case
23 is —— is 8.65, correct?

24 A Correct.

25 Q Has any other Commission awarded that ROE,
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1 an ROE that low that you're aware of?

2 A No, they have not. And —-

3 Q Okay. Well, then let me ask about that

4 for a second. So —— and —-- and, in fact, a number
5 of Commissions have awarded ROEs significantly

6 higher than that in the last year or so, correct?
7 You can —-- you can see that on a couple of the

8 exhibits that —-- that Mr. Zobrist provided you.

9 A Yeah. And I —-- I addressed this issue in
10 my report.

11 Q I understand. Please answer my question.
12 A Yeah. I agree.

13 Q Thank you. Okay. So what -- what —-- what
14 is the value —- or what is the importance of -- of
15 awarding an ROE somewhere close to the range of

16 other ROE awards? I mean, is there —— is there

17 danger to a company, in your view, if —-- if —- if
18 it's ROE is substantially outside of the mainstream
19 awarded to other companies by other Commissions?
20 Or is that an irrelevant concern for you?
21 A Well, I think it could be —-- there could
22 be some negative news effect. I agree. I'm Jjust
23 —-— you know, 1in my process, I'm trying to estimate
24 what 1is the required rate of return.
25 And you're right. I think there could be
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negative news if it was both significantly below
what other returns —--

Q Aren't there dangers beyond negative news
in terms of access to capital?

A Well, that -- no. And I answered that in
my testimony. You look at electric utilities are
earning 8 and a half to 9 percent. That's what
they're earning right now.

Their stock prices are up 16 percent last
year. They are —-- their bond, all you have to —-
look at EEI and, I think, Mr. Gorman. Their bonds
are being upgraded. They're earning 8 and a half
to 9. They're not earning 10 to 12. There —-
there have been acquired left and right, especially
by Canadian utilities, where they're allowed to
earn 8 percent.

They are raising 50 to 60 billion dollars
a year in capital. I mean, they're earning 8 and a
half to 9 percent. And they are clearly meeting
Hope and Bluefield standards. So my numbers are
not that far offer the mark.

Take a look at, I mean, Great Plains.
Great Plains 1s earning an ROE of 5 to 6 percent.
They raised 1.6 billion in equity and 2 —-- 4 point

—-— a range for 4.4 billion in debt for their —- I
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1 mean, that's off of 5 to 6 percent ROE.
2 So, I mean, it's lower. I agree. I'm
3 Just saying does it meet Hope and Bluefield
4 standards? And that's —- that's where I would say

5 I think it does.

6 Q Okay. So —-- so you —— you don't believe

7 that an ROE for one utility that's a hundred to 150
8 basis points below the ROEs awarded other utilities
9 would impose any access to capital concerns?
10 A No. Utilities are earning 8 point —--— 8

11 and a half to 9 percent. They're having no

12 problems raising capital.

13 I mean, a big factor is that they're the
14 least risk industries, you know, if you look at
15 betas and other measures at risk. And so they're
16 low risk. And as a result, they have access to

17 capital.

18 I mean, Great Plains, six —— 5 to 6

19 percent ROE. They can raise a lot of capital, as
20 they've demonstrated.

21 CHAIRMAN HALL: Okay. I have no further

22 questions. Thank you.

23 JUDGE PRIDGIN: Thank you. Any further
24 Bench questions?
25 COMMISSIONER STOLL: I have no gquestions.
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Thank you.
JUDGE PRIDGIN: Thank you. Mr. Kenney,
when you're ready.
CROSS-EXAMINATION
BY COMMISSIONER KENNEY:

Q Welcome to Jefferson City, Dr. Woolridge.

A It's great to be back.

Q Yeah. Has it been a while? Nine years?

A It was —-— actually, I was here for an
Ameren case after that KCP&L case when I was
working for the State of Missouri and Mr. Mikeel
was my attorney.

Q Again, welcome. 1I'll be very brief.
We've established that the average ROE in 2016 was
9.6 percent, right?

A That's correct.

Q And you're about 95 basis points below

A That's correct.

Q And average gas ROE was 9.5 percent.
Would you agree?

A I think it was a little below that. But
it's around —-- it's —-

Q I think it's 9.5 percent. Are you aware

of the Michigan PSC decision with DTE Gas that just
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1 took effect on February 15th?
2 A No.
3 Q That was the 10.1 percent ROE?
4 A No. I'm not aware of that.
5 (0] What about the California PSC with
6 Southern California Edison, Pacific Gas & Electric

7 and San Diego Gas & Electric February 8th with a

8 Memorandum of Understanding at 10.3 percent —-

9 A I'm not aware of that.
10 Q —— a forward-looking rate case? Okay.
11 Has any Commission in 2016 accepted your ROE
12 recommendation?
13 A No.
14 Q No. Okay. So when I looked at it, I

15 thought it was an outlier. I really did. I looked
16 at that, and I thought, That's got to be an

17 outlier. Where did that come from? And there's

18 nothing that's been said today that's convinced me
19 otherwise.

20 A I mean, my point is being it's what

21 utilities have been earning and they haven't had

22 any access to the capital. Their stocks were up 16
23 percent. They're earning 8 and a half to 9 percent
24 ROE. I mean, I'm just —-- the market data suggests
25 that's an adequate return on equity.
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1 Q Okay. So it's an adequate return under

2 your calculations, but that doesn't meet the

3 industry standard or industry averages?

4 A Well, it's below the industry authorized

5 returns. But if utilities could earn that return,
6 they are raising capital. They are —-

7 Q They could earn those returns?

8 A They're earning 8 and a half to 9 percent.
9 I put that in my testimony.

10 Q And you know that I think KCP&L is, other
11 than the last several years standing, have failed
12 to meet their ROE?

13 A I do. I think the last 12 months they're
14 doing pretty well.

15 Q But prior to that, they've had a difficult
16 time meeting their ROE?

17 A I agree.

18 Q One last question. And Chairman Hall

19 brought it to attention. If we accepted your ROE,
20 if the Commission approved an 8.65 ROE, do you
21 think that would provide negative results towards
22 KCP&L?
23 A Well, it possibly could. But I —-- as I
24 say and I present the result, I think it's adequate
25 because utilities, that's what they're earning and
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1 they're not having any trouble raising capital. I
2 mean, Great Plains —-

3 COMMISSIONER KENNEY: That's good. Thank
4 you. I appreciate it. Thank you, sir.

5 A Okay.

6 JUDGE PRIDGIN: Commissioner Rupp?

7 COMMISSIONER RUPP: Thank you.

8 CROSS-EXAMINATION

9 BY COMMISSIONER RUPP:

10 Q Good morning, sir.

11 A Good morning.

12 Q You —- you used the capital asset pricing
13 model to come up with this?

14 A I —— I did.

15 Q Did you use any other models when you came
16 up with your recommendation in —- and if not or if
17 so, why did you rely on the Cap M?

18 A Oh, I relied primarily on the DCF. So I
19 —-— you know, the cap pricing model is one version
20 of the risk premium. There's various risk premium
21 models. I used the DCF and the Cap F pricing
22 model.
23 Q And did you use any the other of the DCF
24 with the constant growth, or did you look at them
25 all? Or did you just use this one?
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1 A I used constant growth.

2 Q And what is your reasoning for that?

3 A I —— I explained it in my report. I mean,
4 utilities in terms of their product life cycle are
5 mature. And in the mature stage, you tend to use
6 that, the constant growth DCF.

7 Q Okay. Thank you.

8 JUDGE PRIDGIN: All right. Thank you.

9 Let's me see 1if we have any recross based on Bench
10 questions. Mr. Zobrist, will have you recross?

11 MR. ZOBRIST: I have no questions, Judge.
12 JUDGE PRIDGIN: Anybody have recross based
13 on Bench questions? All right. Seeing none,

14 redirect?

15 MR. THOMPSON: Thank you, Judge.

16 REDIRECT EXAMINATION

17 BY MR. THOMPSON:

18 Q You were explaining it to Mr. Zobrist

19 about how the Fed does not control long-term
20 interest rates when your answer was cut off. Do
21 you recall that?
22 A Yes.
23 Q What was it that you wanted to say?
24 A Well, actually, if I can refer to my
25 report, I think former Fed Chairman Bernanki
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1 explains it well.

2 And that's on page 20 of my report where,

3 basically, long-term —-- you know, it's going to

4 economic growth, inflation, that sort of thing.

5 And as he says in his blog, he says, Low interest

6 rates are not a short-term operation.

7 This has kind of been going on for some

8 time. And, you know, the Fed doesn't directly --

9 like they do with the short-term discount rate,
10 they don't directly affect —-- they don't —- they
11 can't change —-- suddenly change the long-term rate.
12 That can be influenced, you know, by
13 long-term economic growth and -- and inflation.
14 And I explained in my testimony or my report kind

15 of why long-term with lower population growth, with
16 declines in productivity, you know, we're not going
17 to see GDP growth of 7 percent anymore. We're

18 looking at 4 to 5 percent.

19 And that's what every long—-term forecast

20 of GDP is 4 and a half percent. Whether you're

21 talking about Social Security Administration or the
22 EIA, that sort of thing, it's —-- they have a
23 forecast for long-term growth. And it's because of

24 lower population growth, that sort of thing. It's

25 not what it used to be.
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1 Q Now, you were asked some questions by the

2 Chairman having to do with your recommendation and
3 it being significantly lower than the current

4 average of PSC awarded ROEs. Do you recall that

5 line of questioning?

6 A Yes.

7 Q Can you tell me, is there any negative

8 effect of a Commission awarding a company an ROE

9 that is too high?

10 A Well, I —-- I mean, obviously, if it's too
11 high, then the customers are paying higher rates.
12 You know, it's —-- you know, in this exercise, I'm
13 trying to find what return does the market require?
14 And, in fact, there's a reference I make

15 in my surrebuttal testimony, which is confidential
16 which basically I won't talk the numbers because

17 it's confidential, but it suggests this is the same
18 sort of thing Wall Street would use.

19 But I —— I'll keep ——-— I won't mention the
20 number, sir. But it's —-—- it's a reference point
21 about this 1s how Wall Street looks at this stuff.
22 Q And it's your opinion that what the market
23 requires is 8.65%?
24 A Yes. And as I said, this is the return
25 these utilities are earning. They're earning 8 and
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1 a half to 9 percent. On Schedule —-- page 3 off
2 JRW7, I show this is what they're earning is 8 and

3 a half to 9 percent.

4 And, again, their stocks are doing fine.

5 Their —-- their credit —-- you look at credit the

6 upgrades. Mr. Gorman talked about it. Percentage
7 —-— most of the credit downgrade for utilities are

8 when they go out and try and to buy another utility

9 and borrow a lot of money, sort of like dominion.
10 So —-—
11 COMMISSIONER RUPP: Thank you. I have no
12 further questions.
13 JUDGE PRIDGIN: All right. Thank you.

14 Dr. Woolridge, thank you very much. You may step

15 down. The next witness will be Staff witness Roos.
16 JUDGE THOMPSON: I wonder i1f we could have
17 a short break, Judge, while I vacate the Counsel

18 table and make way for the next Staff Counsel.

19 JUDGE PRIDGIN: Sure. Five, ten minutes,
20 Mr. Thompson?

21 MR. THOMPSON: Five minutes would be

22 adequate.

23 JUDGE PRIDGIN: Five minutes. Thank you.
24 We will go off the record. We'll be back on in

25 about five minutes.
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MR. THOMPSON: Thank you, Judge.

JUDGE PRIDGIN: You're Welcome.

(Break in proceedings.)

JUDGE PRIDGIN: Good morning. We are back
on the record. Before we go to the next witness, I
think I needed to rule on a Motion to Appear Pro
Hoc Vice. And I'm sorry. Is it Mr. Garg?

MR. GARG: Yes, your Honor.

JUDGE PRIDGIN: Yes, sir. I believe that
was filed some time ago, and I —-- I scanned the
docket sheet briefly, and I don't see that I ruled
on 1it.

I may have ruled on it from the Bench and
I don't recall. But to be safe, let me —— let me
rule on it now. Any objection to that motion?
Hearing none, that motion is granted. And my
apologies i1f I were tardy granting that motion.

MR. GARG: Thank you.

JUDGE PRIDGIN: Thank you. Anything
further from Counsel or from the Bench before
Mr. Roos takes the stand?

MR. OPITZ: Yes, Judge. I have one issue.

JUDGE PRIDGIN: Yes, sir.

MR. OPITZ: Since we're —-- last time we

talked about FAC two Wednesdays ago, the chairman
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1 had requested some information, each cost and some
2 dollar figures there. We had Mr. Riley from our

3 office put together some documentation about what's
4 in the FAC.

5 It —— I'm happy to provide that as an

6 exhibit. I don't know if he —-—- if you'd require

7 him to get back on the stand and —-- and talk about
8 what he did to create it, this document.

9 So if you'd like —-- like that at -—- at I

10 guess before we begin or after the other FAC

11 witnesses, that's ——- I guess I'd ingquire about your
12 preference if you're interested in that.

13 MR. BERLIN: Judge, I also have a hand-out
14 that's responsive to the Chairman's questions. And
15 it shows what Staff looked at, account by account,
16 line item with dollar figures to determine its base
17 factor for the FAC. So I have that right here.

18 And it ties directly into, actually,

19 Sarver's direct report in the cost of service
20 report.
21 JUDGE PRIDGIN: Okay. I guess —— I'm
22 sorry. Go ahead.
23 MR. STEINER: Judge, we also are preparing
24 a document. We don't have that here today, but
25 we're getting it ready. I believe the Chairman
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1 also asked about how much transmission was used to
2 sort native load, and we're also putting that
3 together. But I don't have that here —— I don't

4 have that here today.

5 JUDGE PRIDGIN: I think my preference

6 would be to ask parties to confer and see if

7 anybody has any objections to those being offered

8 and admitted or if you want testimony and the

9 opportunity to cross anybody who may have put those
10 reports together.
11 So you don't have to do that right now. I

12 mean, 1f you want to do that during break. If you

13 know now, that's great. If not, I understand. We
14 can figure that out later.
15 MR. STEINER: I'd like a chance to look at

16 it. Counsel for OPC did provide it yesterday, but

17 I haven't had a chance to look at it.

18 JUDGE PRIDGIN: Okay. Maybe the better

19 might be to go ahead and -- and let parties talk

20 and see i1f you can ——- i1f we can kind of shorten the
21 process if we actually need witnesses back on the
22 stand to explain what's been prepared.

23 MR. BERLIN: Judge, I think I can explain

24 the hand-out pretty well.

25 JUDGE PRIDGIN: Okay.
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MR. BERLIN: Because it ties directly to
her direct report.

JUDGE PRIDGIN: Okay. Okay. Hearing that
—-— and I don't know. Mr. Berlin, you wanted to
offer that as an exhibit?

MR. BERLIN: I will.

JUDGE PRIDGIN: And do you —-- I think I
would show the next Staff exhibit as being 237.
Let me verify that. And if somebody has a
different exhibit, please let me know.

MR. OPITZ: Judge, just so I'm clear, I
have copies of —- of the exhibit that we created.
Are you asking us to provide those to you now?

JUDGE PRIDGIN: Again, I'm —-—- I mean, I
don't mind receiving them. I just don't know what
objection, if any, 1f there's any foundation that
others parties want you to relay. So I guess I
would ask you to confer with other parties.

MR. STEINER: Yeah. If I could have just
some time to look at these, I don't think we would
need foundation. I Jjust need to review this.

JUDGE PRIDGIN: So we can just hold off on
that.

MR. OPITZ: Certainly.

JUDGE PRIDGIN: Okay. Thank you. And I'm
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not hearing any correction. I'm going to assume
this is going to be Exhibit 237. And are you
offering that, Mr. Berlin.

MR. BERLIN: Yes, Judge. Let me first
identify exactly what it is.

JUDGE PRIDGIN: Sure.

MR. BERLIN The first two pages are
summary schedules s from Ashley Sarver's direct
report and Staff's class cost of service report
that summarizes the calculation of Staff's FAC
based factor by account, major account.

And behind it, you'll see some sheets with
some color coding. And the color coding shows the
detail by every subaccount line item that's looked
at by Staff in calculating the FAC based factor.
And it shows what is currently included in the base
factor calculation.

It shows, also, what 1is proposed to be
included in the base factor. And, also, the green
will show what is excluded. It's quite a detailed
report, but the color coding shows the differences.

JUDGE PRIDGIN: All right. Thank you.

Mr. Roos, I'm very sorry. You can sit if you'd
like. I didn't mean to make you stand there by

yourself. I'm sorry.
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1 And, Mr. Berlin, any —-- did you want to

2 offer that as 2377

3 MR. BERLIN: Yes. Yes, Judge. I would

4 offer that into evidence as Exhibit —-- Staff

5 Exhibit 237.

6 JUDGE PRIDGIN: Any objection?

7 MR. WOODSMALL: Your Honor, not

8 objections, but maybe a couple questions he can

9 clarify. Is this based on Staff's true-up fuel run
10 or your direct?
11 MR. BERLIN: It is based on Staff's direct

12 report. It is not based on the true-up. And as I

13 said, the color coded account listings are part of
14 Ms. Sarver's work papers that support the schedules
15 in her direct report.

16 MR. WOODSMALL: Are you going to update

17 this for true-up?

18 MR. BERLIN: I believe Staff is working on
19 updating it. I can't -—— I can't answer if she's
20 going to do a complete —- she may be doing a

21 complete run. But I —-- I can't say for certain.
22 MR. WOODSMALL: Okay. And then my last

23 question, I was wondering, why is this highly
24 confidential?

25 MR. STEINER: I can probably answer that.

MIDWEST LITIGATION SERVICES
www.midwestlitigation.com Phone: 1.800.280.3376 Fax: 314.644.1334



EVIDENTIARY HEARING - VOLUME 11 2/22/2017
Page 768

1 I think this is materials that came from DRs. And

2 we do disclose our fuel number as a whole, but not
3 —-— we don't break it out in the different types of
4 fuel, the amounts.

5 MR. WOODSMALL: Okay.

6 MR. STEINER: Because that would be highly
7 confidential information. It would be market

8 information, competition with others.

9 MR. WOODSMALL: So when —-- so typically,
10 net-based energy cost would be public information,

11 but all the background below that would be

12 confidential is what you're saying?

13 MR. STEINER: That's my understanding.

14 Yes.

15 MR. WOODSMALL: Okay. Thank you. I have
16 no objections, your Honor.

17 JUDGE PRIDGIN: Does this need to be HC
18 then?

19 MR. BERLIN: Yes, Judge.

20 JUDGE PRIDGIN: So 237 will have an HC and
21 NP.

22 MR. BERLIN: There is no NP.

23 JUDGE PRIDGIN: Hearing no objection,

24 237-HC 1is admitted.

25 (Staff Exhibit 237-HC was offered and
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1 admitted into evidence.)

2 JUDGE PRIDGIN: Also, before Mr. Roos

3 takes the stand, i1f I could get Counsel maybe to

4 clarify what issues are remaining for FAC. After

5 the Non—-unanimous Stipulation and Agreement, I

6 noticed there was some discussion in there about

7 FAC.

8 And I think I want to kind of get some

9 clarity on what 1is and what isn't before the
10 Commission to resolve on Fuel Adjustment Clause.
11 MR. ZOBRIST: Judge, I —- Judge, on behalf
12 of the company, I can say that one issue relates to

13 the Public Counsel's proposal to have Order 668
14 netting based upon the FERC order included in the

15 Fuel Adjustment Clause. We think that's still a

16 life issue and the company opposes that.
17 JUDGE PRIDGIN: Mr. Opitz?
18 MR. OPITZ: Judge, from our perspective,

19 the issues that are still at play are Public

20 Counsel's request to define certain fuel

21 categories.

22 I guess, more narrowly, we've also got the
23 proposal for a different sharing mechanism, the

24 90/10 sharing mechanism. We have a number of

25 requests for information to be provided with FAC

MIDWEST LITIGATION SERVICES
www.midwestlitigation.com Phone: 1.800.280.3376 Fax: 314.644.1334



EVIDENTIARY HEARING - VOLUME 11 2/22/2017

Page 770
1 filings that's been indicated in the testimony of
2 Ms. Mantle.
3 We agree that the 668 recording issue is
4 —— 1s an issue still. And I believe there's also
5 an issue of a tariff sheet allowing the company to
6 add SPP added costs outside of a rate case that, I
7 believe, is currently in their tariff and Public
8 Counsel is requesting to be removed.
9 JUDGE PRIDGIN: Okay. Any further
10 comments on that?
11 MR. BERLIN: Judge, I would only add that
12 my understanding from Staff it's —-— it's merely a
13 matter of updating in true-up the FAC base factor.
14 JUDGE PRIDGIN: Okay. And I certainly
15 would expect the briefs to address what issues, you
16 know, are still live under FAC, and of course, any
17 issues, but especially the FAC since it seems to be
18 kind of moving. Anything further from Counsel or
19 the Bench before Mr. Roos is sworn?
20 All right. Mr. Roos, if you'll raise your
21 right hand to be sworn, please.
22 DAVID ROOS,
23 being first duly sworn to testify the truth, the whole
24 truth, and nothing but the truth, testified as follows:
25 DIRECT EXAMINATION
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1 BY MR. BERLIN:

2 JUDGE PRIDGIN: Thank you, sir. And,

3 Mr. Berlin, when you're ready, sir.

4 DIRECT EXAMINATION

5 BY MR. ROOS:

6 Q Mr. Roos, please state your full name for
7 the record.

8 A David C. Roos.

9 Q And how are you employed?
10 A I'm a Regulatory Economist with the
11 Missouri public Service Commission.
12 Q How long have you been employed by the

13 Public Service Commission?

14 A About ten years.

15 Q And are you the same David Roos that

16 caused to be prepared Staff direct testimony on the
17 Fuel Adjustment Clause, which we'll refer to as the
18 FAC, in Staff's revenue requirement cost of service

19 report, which is marked as Exhibit 200°?

20 A Yes.
21 Q And did you cause to be prepared rebuttal
22 and surrebuttal testimonies, which are pre-marked

23 respectively as Exhibits 226 and 227 that are in a
24 question and answer format?

25 A Yes.
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Q Do you have any corrections to any of your
testimony?

A I do not.

Q And if were to ask you the same questions
today in your rebuttal and surrebuttal testimonies,
would your answers be substantially the same?

A Yes.

Q Are all of your pre-filed testimonies true
and correct to your best information and belief?

A Yes.

MR. BERLIN: Judge, with regard to
Mr. Roos' direct testimony and Staff's cost of
service report, my understanding is, again, that
Staff's direct report will be moved into evidence
at the end of the proceeding when all witnesses
have testified. 1Is that correct?

JUDGE PRIDGIN: That's —— that's been my
understanding thus far, yes.

MR. BERLIN Okay. Judge, then I move to
admit the rebuttal and surrebuttal testimonies of
David Roos, which are marked as Exhibits 226 and
227 into evidence.

JUDGE PRIDGIN: Any objection? Hearing
none, 226 and 227 are admitted.

(Staff Exhibits 226 and 227 were offered
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1 and admitted into evidence.)

2 MR. BERLIN: Thank you, Judge. I tender
3 Mr. Roos for cross—-examination.

4 JUDGE PRIDGIN: Mr. Berlin, thank you. Do
5 we have any cross—-examination? Public Counsel?

6 MR. OPITZ: Yes, Judge. Thank you.

7 JUDGE PRIDGIN: When you're ready,

8 Mr. Opitz.

9 MR. OPITZ: May I cross from my seat?

10 JUDGE PRIDGIN: You may.

11 CROSS-EXAMINATION

12 BY MR. OPITZ:

13 Q Good morning, Mr. Roos.

14 A Good morning.

15 Q Do you have a copy of your rebuttal

16 testimony with you?

17 A I do.

18 Q And if I could point you to page 4 ——

19 well, let me turn —- point you to page 3 first.
20 A Okay.
21 Q Beginning at line 5, you start a

22 discussion of proposed fuel handling expenses; is
23 that correct?

24 A That's correct.

25 Q And you continue with a chart indicating
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1 some of those costs on page 4; is that correct?

2 A That 1s correct.

3 (0] And these are costs that the Staff is

4 recommending be excluded from the company's FAC?

5 A Yes. They have been excluded.

6 Q Were they excluded in the current FAC?

7 A Yes.

8 Q When you looked at these costs to

9 determine that they shouldn't be included, you

10 looked at certain criteria; is that correct?

11 A That 1s correct.

12 (0] And one of the criterion was that these

13 costs would have a substantial enough impact on the
14 revenue requirements in the financial performance
15 of the company between rate cases?

16 A Yes.

17 MR. ZOBRIST: Judge, I apologize for

18 interrupting Public Counsel. But the company

19 believes this issue has been resolved in the
20 Stipulation and Agreement that was recently filed
21 and it's no longer an issue in the case, that it's
22 been resolved.
23 MR. OPITZ: I'm asking about his
24 methodology about how he went about evaluating the
25 FAC application and getting to how he looks at what
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1 is included or excluded in an FAC.
2 JUDGE PRIDGIN: All right. I'll overrule.
3 Q (By Mr. Opitz) And so when you looked at
4 those categories in the chart on page 4, did you
5 evaluate whether the -- each of those costs would

6 have a material impact on the company's financial

7 performance?

8 A I did not evaluate each one separately. I
9 took the aggregate. The aggregate amount is less
10 than 2 percent.
11 Q And so when you're looking at these costs,
12 are you looking at an account level or a subaccount

13 level?

14 A These individual items are on subaccount
15 level.

16 Q And how do you determine whether to —-

17 what level of costs you're going to look at when
18 evaluating these criteria?

19 A You mean as far as account or sub —-

20 (0] As far as whether that cost rises to the
21 level of having a material impact on the company's
22 financial performance.

23 A I looked at the aggregate. And at this —-
24 I don't have a —— I don't have a limit. I looked

25 at this aggregate, and I looked at the amount
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1 that's actually there and considered it not
2 material.
3 (0] And so all of these accounts —- all of
4 these costs are in the same account —- all of the
5 costs on page 4 on that table are in the same
6 account?
7 A Yes.
8 Q When you evaluated those and other
9 criteria that you looked at is whether that cost is

10 beyond the control of management; is that correct?
11 A That 1s correct.
12 Q And so when you were looking at the cost

13 included in that table, did you look at it in the

14 aggregate, or did you look at each individual cost?
15 A I looked at the individual items.

16 Q Okay. So —- so in terms of the impact on
17 the company's revenue, you looked at the aggregate?
18 A But in —- 1n terms of control of

19 management, you looked at each individual cost?

20 A That's correct.

21 Q And the —-- you would agree that the third
22 criteria used is whether the cost is volatile in

23 amount and causing significant swings in income and

24 cash flows? Would you agree with that?

25 A I agree.
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1 Q And so when you applied that cri —-- did

2 you apply that criteria to the cost included in

3 that table on page 4 of your testimony?

4 A I applied it by looking at these

5 particular items and deciding that all of these

6 could be handled by either contracts or by

7 budgeting.

8 Q So when you were looking at it, did you

9 compare the test year cost amount to prior periods?
10 A I did not.

11 (0] You were —— outside of these costs listed
12 in this table, there are a number of costs that you
13 are recommending continue to be included in the

14 company's FAC. Do you agree with that?

15 A I agree.

16 Q And for each of the costs that you

17 recommend continue to be included, did you look at
18 whether it would have a material impact on the

19 revenue requirement?
20 A I did not.
21 Q Did you look at whether each cost that you
22 proposed to continue be included in the FAC,
23 whether it's beyond the control of management?
24 A No.
25 Q Did you look at —— for each cost that you
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1 proposed to continue be included in that FAC

2 whether that -- that dollar amount is volatile?

3 A No.

4 Q Do you examine each of those criteria in

5 the course of a prudence audit for an FAC?

6 A We do.

7 Q And you look at each cost that's included
8 in the FAC and examine whether it has a material

9 impact on the revenue requirement?

10 A Not in a prudence review.

11 Q So what is it that you do in the prudence
12 review when look at those —- those costs?

13 A The prudence review, we're looking at

14 whether the company made prudent decisions, whether
15 there was harm to customers.

16 Q So as —-—- as you're proceeding through

17 that, how do you look at those accounts? Do you

18 look at individual invoices?

19 A Well, in a prudence review, it's a team
20 effort. And we have accountants that look at that.
21 Q And so are the accountants looking at
22 invoices of these costs?
23 A They can be looking at invoices. They
24 don't look at all the invoices.
25 Q Would -- do they look at the individual
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accounts or the subaccounts for each cost?

A When we perform a prudence review, we
submit about 50 to 60 DRs, and we ask for this
information. It's given into account and
subaccount level.

If it's not given in the detail that we
require it, we send out more DRs and get that
information.

Q Are you familiar with the information
contained in, I guess, HC Exhibit 237 enough that T
can ask you questions about it?

A I'm not sure which —-

Q The one that your Counsel just admitted
into the record.

A I need a copy.

MR. OPITZ: Do you have an extra copy,

Mr. Berlin?

MR. BERLIN Well, I've got my copy.

MR. OPITZ: Judge, may I approach?

JUDGE PRIDGIN: Yes, you may. Mr. Berlin,
if you need to use my copy, you can.

Q (By Mr. Opitz) So, Mr. Roos, I guess my
question is, have you looked at this document ahead
of this hearing today?

A I've looked at it, yes.
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1 Q Okay. And the cost in orange, can you
2 tell me what the cost highlighted in orange are?
3 A Currently excluded but proposed to be
4 included.
5 Q Okay. And so yellow are costs that are
6 currently included and proposed to be included; is
7 that correct?
8 A That 1s correct.
9 Q And so those yellow categories, when you

10 were preparing your testimony in this case, did you
11 look at the cost, dollar amounts for each of those
12 yellow categories and determine whether it has a

13 material impact on the revenue requirement of the

14 company?

15 A I did not.

16 Q Did you look at each of those yellow costs
17 and make a determination whether that cost was

18 beyond the control of the management?

19 A No. I considered that in —-- these costs

20 that are already in the FAC were —- this was looked
21 at in the last rate case. And this is what was

22 agreed upon.

23 Q And so is it your position that once a

24 cost is included in the FAC, it should remain there
25 going forward?
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1 A No.

2 Q So when would you review each cost

3 compared to those criteria to determine what should
4 belong in an FAC?

5 A We can review them during a rate case or

6 outside of a rate case.

7 Q But for these categories in yellow, you

8 did not review them in this case; is that correct?
9 A That's correct.

10 (0] I can see in this exhibit it has the test
11 year and an update period. Was there any analysis
12 —— did you do any analysis to compare the test year
13 cost of each of these accounts to prior periods?

14 A That would have been done by account --

15 accountants.

16 Q Okay. But it —-- would you agree that

17 that's not demonstrated here in this exhibit?

18 A I agree that this is a summary.

19 Q And it's a summary of what is the cost for
20 the current test year in the update period only; is
21 that correct?
22 A No. This is a summary of —-- of the
23 accounts of what's in the base factor. This is how
24 we calculate the base factor for this case.
25 Q So —— so you're —— can you tell me what
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1 time periods of costs you looked at for this
2 calculation, then?
3 A Well, the accountants looked at —-- at the
4 time periods and developed these costs. This comes
5 from the EMS run that Staff performs. And it —- it
6 coincides with the revenue requirement that Staff
7 has calculated.
8 Q If you'd look at, I guess, the —- the
9 first page with the colored comments on it, there's

10 a box that says Source. Can you tell me what that

11 source says?

12 A I'm sorry. I —-

13 Q May I approach?

14 JUDGE PRIDGIN: You may?

15 A OPC DR 13 and 14.

16 Q (By Mr. Opitz) And would you -- so you —-—
17 would you agree that a lot of this information is
18 —— was provided as a result of Public Counsel data

19 requests?

20 A In this case, we used Public —-- Public
21 Counsel's data requests.
22 MR. OPITZ: That's all the questions I

23 had. Thank you, Judge. Thank you, Mr. Roos.
24 JUDGE PRIDGIN: Mr. Opitz, thank you. Do

25 we have any other cross for this witness?
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1 Mr. Woodsmall does. Thank you. When you're ready,

2 sir?
3 MR. WOODSMALL: Thank you, your Honor.
4 CROSS-EXAMINATION

5 BY MR. WOODSMALL:

6 Q I missed the earlier part of the FAC two

7 weeks ago, so I'm going to ask some questions. And
8 if I'm repetitive, Jjust bear with me.

9 First off, it was noted that Exhibit 237

10 is based upon Staff's direct run. 1Is that your

11 understanding?

12 A That's correct.

13 Q Do you know what the NVEC is in Staff's
14 true-up run?

15 A I do not know.

16 Q Okay. Is that something that would you

17 handle? Or who would handle that?

18 A Ashley Sarver would do that calculation.
19 Q Okay. You don't know if it's gone up or
20 gone down from what's in this —-

21 A I don't know.

22 Q Okay. Okay. Now, turning to the —— I
23 guess the second -- there were two different

24 documents paperclipped together?

25 A They're sort of a summary two-page? Is
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1 that —-

2 Q And I'm wanting to look at the other one

3 that has the different subaccount data.

4 A Okay.

5 0 As I look the that, I note a number of

6 things that I find a little surprising because when
7 I look at the —- the things that are in orange are
8 things that are proposed to be included in the FAC;
9 is that right?

10 A That 1s correct.

11 Q Okay. And when it says proposed to be

12 included, proposed by KCP&L or by Staff?

13 A That was proposed by KCP&L.

14 Q Is Staff going along with the things in

15 orange®?

16 A No.

17 Q Okay. Okay. So —-

18 A The —-

19 o] Go ahead.
20 A The items in orange are the fuel handling
21 subaccounts, which has been agreed, that do not be
22 included in the FAC.
23 Q The items in orange have been agreed not
24 to be in the FAC?
25 A Through -—- I'm sorry. From the
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1 Stipulation and Agreement.

2 Q Okay. Good. Well, then that helps with

3 the rest of my questions.

4 MR. WOODSMALL: No further questions.

5 Thank you.

6 MR. ROOS: Yeah.

7 JUDGE PRIDGIN: All right. Thank you.

8 Further cross? KCP&L?

9 MR. ZOBRIST: No questions, your Honor.
10 JUDGE PRIDGIN: Any further cross? Bench
11 questions? Mr. Chairman?

12 CROSS-EXAMINATION

13 BY CHATIRMAN HALL:

14 Q Okay. Good morning.
15 A Good morning.
16 Q Turning to the Staff Report Revenue

17 Requirement, Cost of Service, page 166, do you have
18 that in front of you?

19 A Yes.

20 Q Okay. Could you read lines 13 through 16

21 on that page-?

22 A Staff recommended to the —-

23 Q To —— to yourself is fine.

24 A Oh, okay.

25 Q If you know. It —- it could be that there
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1 is another witness could answer this more

2 appropriately. But I'm interested in either the

3 dollar amount or the percentage amount of

4 transmission in the FAC, not in the FAC based on

5 this recommendation. Do you —-- do you have access
6 to these numbers or percentages?

7 A It's in this hand-out for Staff's direct.
8 Q Could you —- could you take me there,

9 please?

10 A Some of these numbers might be highly

11 confidential.

12 0 Well, I'm looking at totals, not 1line

13 items.

14 A Okay.

15 (0] So I'll look to Counsel —-—

16 MR. STEINER: Which —-- which page are you
17 on that you're going read from?

18 A I was going to read from the summary,

19 two-page.
20 MR. STEINER: Right. I think ——- I think
21 we would —-- the total amount is not HC, but the —-
22 the breakdown in the total would be. So total for
23 Account 501 there, that wouldn't be. But the —-
24 the things that make up that, that would be.
25 JUDGE PRIDGIN: So we're clear, I guess on
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answering the questions, Mr. Roos, if you need to
get into HC, if you could let me know so we can go
in—-camera.

MR. STEINER: And the Chairman was asking
about the transmission percentage?

CHAIRMAN HALL: The dollar amount and
percentage inside the FAC and outside the FAC based
upon this recommendation.

MR. STEINER: I think that's all okay to
talk in non —-- 1in the public setting.

Q (By Chairman Hall) so you're looking —--

A Okay. I'm looking at the second page, the
transmission cost, TC, and it's all on Account 565.
It shows an amount that's included in base rates.
And then it shows an amount to be —-- there's a
column to be excluded from FAC base.

And then, finally, there's a column to be
included in the FAC base. So for total Account
565, the amount included in base rates 1is
$10,826,594. And the amount —-—- and the amount
that's to be included in the FAC base 1s the
$10,828,594.

(0] That's the amount included. Where is the
amount that's excluded, if it's on the page?

A There is a total transmission amount of
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1 $60,732,437. That's the total amount.

2 (0] To be included?

3 A That's the total amount in —- in base

4 rates. And there's a percentage of that, 17.83

5 percent, that's included in the FAC.

6 Q Okay. So, again —— and I —- and I

7 apologize if I'm being slow.

8 A Well, I'm looking at it. I was a little

9 confused myself looking at this.

10 Q Okay.

11 A What happens is ——- 1is that there's a total
12 amount of transmission costs that are in the base
13 rates.

14 Q Okay. And -- and where —- where on this
15 sheet does it show the total amount of transmission
16 —— transmission expense, whether inside or outside
17 the FAC?

18 A That would be the transmission line,

19 Account 565, the $60,732,000.
20 Q So that's the total amount. Okay. And
21 then —- and then is the —- is the 10 million the
22 figure that's included in the FAC?

23 A That's correct.

24 Q Okay. Do you know how those particular

25 numbers have changed over the last —-- strike that.
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Do you —— the —- have you looked at the amount of
transmission expense that —-- that KCP&L has
incurred over the last five or ten years and how
that's changed?
A I personally have not.
Q Okay. Do you have any understanding as to
—— oh, strike that.
CHAIRMAN HALL: I'm good.
A Thank you.
JUDGE PRIDGIN: Thank you. Any further
Bench questions?
COMMISSIONER STOLL: I have no gquestions.
COMMISSIONER KENNEY: I have no questions.
JUDGE PRIDGIN: Mr. Rupp or Commissioner
Coleman?
COMMISSIONER COLEMAN: No questions.
JUDGE PRIDGIN: Any redirect based —-- or
cross based on Bench questions? Public Counsel?
MR. OPITZ: Briefly, Judge.
CROSS-EXAMINATION
BY MR. OPTIZ:
Q Mr. Roos, you —-- the Chairman was asking
you about the transmission cost percentage, and you
pointed to a 17.83 percent.

A That's correct.

MIDWEST LITIGATION SERVICES

www.midwestlitigation.com Phone: 1.800.280.3376 Fax: 314.644.1334



EVIDENTIARY HEARING - VOLUME 11 2/22/2017
Page 790

1 Q Can you tell me, I guess, where that

2 percentage came from?

3 A That was an output from the fuel model,
4 Staff's fuel model. I'm sorry. Not a direct

5 output. The person that did the fuel model had to

6 do a small calculation outside of the fuel model.

7 Q Can you tell me what that calculation was?
8 A That calculation represents the amount of

9 true purchase power that was purchased to meet

10 native load.

11 Q And can you tell me if that 17.83 percent

12 is different than what was included in the

13 company's last rate case?

14 A I can tell you what's in the current

15 tariff.

16 0 The current tariff?
17 A 7.3 percent.
18 Q And is it your understanding that those

19 were calculated using the same methodology?

20 A Yes.

21 MR. OPITZ: Okay. Thank you.

22 JUDGE PRIDGIN: Any further recross?
23 Hearing none, redirect?

24 MR. BERLIN Yes, Judge.

25 REDIRECT EXAMINATION
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BY MR. BERLIN:

0 Now, Mr. Roos, you were asked some
questions with regard to the color coding on what
is now marked as Exhibit 237.

And just to clarify here, the account line
items and descriptions for those items color coded
in yellow, is it correct to say that that is what's
currently included in the FAC base factor?

A That 1s correct.

0 And that is Staff's recommendation, is it
not, to continue on with including those items?

A Yes.

Q Okay. And so the orange color coded items
represent what KCP&L had originally requested; is
that right?

A That 1s correct.

Q Okay. Mr. Roos, have -- you were asked
some questions regarding prudence review by
Mr. Opitz. Do you recall those?

A I do.

Q Have you performed a prudence review for
KCP&L?

A I have not.

Q Do you know if Staff has performed a

prudence review?
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1 A Staff has not.
2 Q Okay. And is it true that KCP&L is up to
3 have a prudence review of its FAC?
4 A That 1s correct.
5 Q You were also asked some questions about
6 the items that were —- Staff proposed to exclude
7 that goes to your testimony. You —- you did look
8 at, in your testimony, whether —-- did you look at

9 whether or not certain fuel handling requirements
10 were —— were substantially enough to be included in

11 the FAC?

12 A I did.

13 Q And what was your conclusion?

14 A That they did not meet the requirements.
15 Q And so it's your recommendation that they

16 not be included in the FAC; is that right?

17 A It's my recommendation that they be not

18 included in the FAC.

19 Q Is it your opinion that the current

20 account listing for the costs that are included in

21 the FAC, is that adequate, in your view?

22 A It's —— I guess 1t depends on adequate. I
23 guess 1t begs the question, adequate for what?
24 It's adequate for calculating the base factor.
25 It's adequate for —-— for the rate case. If we
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needed additional information, a prudence review,
we would ask that information.
(0] And this information was determined in the
last KCP&L rate case, wasn't it?
A That's correct.

MR. BERLIN: Okay. I have no further
questions. Thank you, Judge.

JUDGE PRIDING: Fine. Thank you.
Mr. Roos, thank you very much. You may step down.
This looks to be a good time to take a break. I
show the time to be 10:25 according to the clock in
this room. Let's resume at 10:40. So thank you
very much. We are off the record.

(Break in proceedings.)

JUDGE PRIDGIN: All right. Good morning.
We are back on the record. I believe
Mr. Dauphinais has taken the stand, and I will
swear him in momentarily.

We will take cross—examination from him.
It's my understanding after this, the parties wish
to break and my guess is depending on enough time
on the clock that will be a convenient time to
break for lunch.

The Commissioners have agenda at noon, so

we'll see how long cross—examination takes. But
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1 this will probably be it for the morning.

2 When we resume, I assume it would be this

3 afternoon after lunch, certainly, the Commission

4 would like an update on what issues, 1if any, get

5 resolved with your discussions.

6 And even if you don't resolve anything, I

7 think the Commission would like a —-- a brief

8 explanation of the Non-unanimous Stipulation and

9 Agreement that's already been filed.

10 I believe seven days have run, and no

11 party has objected. And I think the Commission

12 would like at least just kind of a brief overview
13 from the signatories on —- on what that has

14 resolved.

15 And, obviously, that may change once you

16 report back to the Commission depending on what

17 gets resolved, if anything, and with your

18 negotiations later today.

19 So regardless of if anything else further
20 gets settled, I think the Commission would at least
21 want an overview and a chance to ask questions
22 about what has been resolved and what remains live.
23 Anything further from the Bench or from
24 Counsel before Mr. Dauphinais is sworn in? All
25 right. Mr. Dauphinais, 1f you'll raise your right
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hand to be sworn, please.

JAMES DAUPHINAIS,

being first duly sworn to testify the truth, the whole

truth, and nothing but the truth, testified as follows:

DIRECT EXAMINATION

BY MR. DOWNEY:

JUDGE PRIDGIN: Thank you very much.
Mr. Woodsmall, when you're ready. Excuse me. Mr.
Downey. My apologies.

MR. WOODSMALL: You scared me.

JUDGE PRIDGIN: I was going to say, you
weren't ready, were you-?

MR. WOODSMALL: No.

(By Mr. Downey) Good morning, Jim.

Good morning.

Q Please state your name and spell your last
name.

A James R. Dauphinais, D-a-u-p-h-i-n-a-i-s.

Q And, Jim, where are you employed?

A Employed by Brubaker & Associates, Inc.

Q Was Brubaker & Associates retained by my
law firm to represent the MIEC's interest in this
case?

A Yes.

Q And did you have occasion to prepare
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1 testimony to file in this case?

2 A Yes.

3 Q And do you have that testimony in front of
4 you?

5 A Yes.

6 Q I'll tell you the -- the exhibit numbers.
7 Do you have those already, Jim?

8 A I do not have the exhibit numbers.

9 Q Okay. Do you have your direct testimony,
10 which is both HC and NP?

11 A Yes.

12 o] And HC is Exhibit 850, as is NP. And do
13 you have your rebuttal testimony?

14 A Yes.

15 Q Okay. And that is Exhibit 851, both HC

16 and NP. And do you have your surrebuttal?

17 A Yes, I do.

18 Q Again, that's Exhibits 852 HC and NP. Do
19 you have any corrections that you need to make to
20 your testimony?
21 A No.
22 Q If I were to ask you the questions in that
23 testimony today, would your answers be the same?
24 A Yes.
25 MR. DOWNEY: Judge, I would offer Exhibits
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1 850 through 852, both HC and NP, and tender the

2 witness for cross.

3 JUDGE PRIDGIN: Mr. Downing, thank you.

4 Any objections? Hearing none, Exhibit 850 HC and

5 NP is admitted. 851 HC and NP is admitted. 852 HC

6 and NP is admitted. Cross—-examination, Public
7 Counsel?

8 MR. OPITZ: Yes, Judge. Thank you.

9 CROSS-EXAMINATION

10 BY MR. OPITZ:

11 Q Good morning, Mr. Dauphinais.

12 A Good morning.

13 Q Do you have a copy of your rebuttal

14 testimony with you?

15 A Yes, I do.

16 Q On page 8, you discuss FERC Order 668.
17 A Yes.

18 Q And is it your recommendation that the
19 company —— is it your testimony that the company
20 complies with that order?

21 A It is my testimony that the two

22 adjustments that they've made, I believe they are
23 CS-24 and R-35, related respectively to purchase
24 power expenses and off systems sales revenues

25 should be rejected because it would be contrary to
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1 Order 668, but, also, would misrepresent their

2 off-system sales revenues and purchase power

3 expenses.

4 (0] So is the information —- does FERC Order

5 668 require information be provided in a certain

6 manner-?

7 A Well, Order 668 requires —-— yes. Order

8 668 requires that information be reported in a

9 uniform system of accounts in a particular manner.
10 Q And what is the purpose of requiring that
11 reporting in that particular manner?
12 A It goes back to, essentially, paragraph 8

13 of Order 668, which lays out the reasoning of the

14 FERC on —-- on doing so. And, essentially, what

15 FERC wants done for reporting is that in each hour
16 or settlement period for RTO, and I believe we're
17 dealing with an hour for the Southwest Power Pool,

18 that the RTO have transactions for energy, they be

19 netted into either an off system sale or a purchase
20 power, depending on whether the load declares as an
21 excess of generation of the entity or vice versa.

22 Q And so the reporting directed by 668, when

23 you look at that information, what does that help
24 you determine?

25 A It gives you an indication of megawatt
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hours the true purchase power off-system sales of
utility. The RTO, when you enter an RTO utility,
it's not changing its utilization for its
generation.

For its customers, what's happening is
you're utilizing the RTO market to supplement your
generation just like the bilateral wholesale market
was utilized.

But because of the way RTO market rules
work, you have to clear all your generation and
load in the RTO market. So the purpose of the
netting is to reflect the true utilization of the
RTO that is in a particular hour using it for off
system sale or using it for purchase power, but
you're never using it for both.

And I should say in a particular hour in a
particular market because the netting is done
separately for the day ahead market and the
real-time market.

MR. OPITZ: That's all the questions I
have. Thank you, Judge.

JUDGE PRIDGIN: Thank you. Staff?

MR. BERLIN No questions, Judge.

JUDGE PRIDGIN: Thank you. KCP&L? Any

other —-- any other party besides KCP&L?
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1 Mr. Zobrist?

2 MR. ZOBRIST: Okay. Thank you.

3 CROSS-EXAMINATION

4 BY MR. ZOBRIST:

5 Q Just a couple questions, Dauphinais. Do

6 you have any information that leads you to believe
7 that Kansas City Power & Light is not complying

8 today with Order 6687

9 A With respect to complying with what FERC
10 requires?
11 Q Correct.
12 A With respect to what FERC requires 1in
13 isolation, yes, I'm not aware of anything.
14 0 And am I correct that Order 668 does not

15 mention fuel adjustment clauses, correct?

16 A I do not believe it does. Order 668 is —-
17 governs —— from FERC's perspective, Order 668 1is
18 related to how items be treated for —- in the

19 uniform system of accounts.

20 0 And Order 668 does not refer to or discuss
21 either FERC's wholesale fuel adjustment clause or
22 any state's fuel adjustment clause, correct?

23 A To the best of my knowledge. No.

24 Q And nothing in FERC order 668 requires a

25 utility like KCP&L to report sales and purchases as
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1 part of its fuel adjustment clause, correct?

2 A That's correct.

3 Q Okay. Now, you referred to paragraph 80

4 of Order 668, which is set forth in your rebuttal

5 testimony on page 6 in part, correct?

6 A Yes.

7 Q And paragraph 80 says, FERC does expect

8 utilities to maintain detailed records for auditing
9 purposes of the growth sale in a purchase

10 transactions, correct?

11 A For auditing purposes so it can trace back
12 how the netting was done, certainly, yes.
13 Q And in paragraph 84, which you quote on

14 page 8 of your rebuttal, it states that the purpose
15 of reporting gross information such as an

16 electronic quarterly report provides the Commission
17 and the public with a more complete picture of

18 wholesale market activities, which affect

19 jurisdictional services and rates, correct?

20 A Well, we should complete that whole

21 sentence.

22 o] Go ahead.

23 A Yeah. Thereby, helping to monitor for any
24 market power and to ensure that customer is

25 protected from improper contact, which I think is
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1 the key to the provision. The EQR i1s about market

2 monitoring and monitoring proper behavior.

3 Q And when they talk about gross

4 information, that's both sales and purchases,

5 correct?

6 A The load and generation is cleared in the

7 RTO markets. Yes.

8 (0] And am I correct that this Commission has

9 never required any Missouri electric utility to net
10 purchases and sales in any fuel adjustment clause

11 that it has approved, correct?

12 A Well, certainly, the most recent base rate
13 case order for KCP&L, there was discussion with
14 regard to true purchase power in the context of
15 which transmission expenses can be included in the

16 FAC. But beyond that, I'm not aware of anything.

17 Q Okay. Thank you.

18 MR. ZOBRIST: Nothing further, Judge.
19 JUDGE PRIDGIN: Mr. Zobrist, thank you.
20 Any Bench questions? Mr. Chairman?

21 CHAIRMAN HALL: I think so.

22 CROSS-EXAMINATION

23 BY CHAIRMAN HALL:
24 Q Good morning.

25 A Good morning.
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1 Q Are you familiar with KCP&L's transmission
2 expenses over the last five or ten years or so in
3 terms of trends?

4 A The only trend I would be aware of is the
5 changes from the last case to the current case in
6 —-— 1n broad terms.

7 Q And what would that trend be that you are
8 aware of?

9 A I'm aware that the —-- the transmission
10 specs have grown. We —-—- that's part of the

11 Schedule 11, so the Schedule 11 ramp up in

12 Southwest Power Pool. They're almost at the high

13 end. They're saturated out on how much they're
14 going to grow further. So those have increased,
15 yes.

16 Q So you don't expect them to increase

17 significantly going forward?

18 A Not more than it was discussed in my

19 testimony, which I think 50 to 52 million and then
20 to maybe 55 million, and then it levels off.

21 There's a chart that KCP&L, I believe, put
22 in to be —- as an exhibit to one of the witnesses'
23 direct testimony that shows that. So —-

24 Q What exhibit is that? If you don't —- may

25 your Counsel can —-
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MR. WOODSMALL:

to the testimony of Mr.

I believe it was attached

Carlson.

MR. ZOBRIST: I think that's correct,
Judge.

JUDGE PRIDGIN: Okay.

CHAIRMAN HALL: I have no further
questions. Thank you.

JUDGE PRIDGIN: Thank vyou.

COMMISSIONER STOLL: I have no gquestions.
Thank you.

COMMISSIONER RUPP: No questions.

COMMISSIONER COLEMAN: No questions.
Thank vyou.

JUDGE PRIDGIN:

on Bench questions?

MR. OPITZ: No,
JUDGE PRIDGIN:
MR. BERLIN: No,

JUDGE PRIDGIN:
MR. ZOBRIST:

JUDGE PRIDGIN:
MR. DOWNEY:
JUDGE PRIDGIN:

Mr. Dauphinais,

Ands he's going to be the last witness before the

Public Counsel?

Nothing further.

No redirect.

thank you.

Okay. Any recross based

thank you, Judge.
Staff?
thank you.

KCP&L or anyone else?

Redirect?

Thank you.

You may step down.

www.midwestlitigation.com

MIDWEST LITIGATION SERVICES

Phone: 1.800.280.3376

Fax: 314.644.1334



EVIDENTIARY HEARING - VOLUME 11 2/22/2017

Page 805

1 parties would like to go off the record and discuss
2 some settlement.

3 And I think I had brought up that the

4 Commission would like some sort of report back when
5 we go back on the record, whether it be simply on

6 the Non—-unanimous Stipulation and Agreement as-is

7 or if there are any additional issues that settle.
8 But then that -- and I realize the

9 schedule may very well need to change. But the
10 schedule as-is, we would be going on to rate
11 design, class cost of service.
12 Ms. Miller would be the first witness
13 scheduled subject to whatever may be resolved.

14 Okay. Anything further before we go off the

15 record? Mr. Opitz?

16 MR. OPITZ: Yes, Judge. Before we break,
17 I'd 1like to offer the exhibits that we prepared in
18 response to the Chairman's request last week.

19 JUDGE PRIDGIN: And do you have numbers,
20 Mr. Opitz?

21 MR. OPITZ: I believe it should be 325,

22 326 and 327.

23 JUDGE PRIDGIN: And I do show 325 would

24 have been your next exhibit. I just wanted to make

25 sure that was right.
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MR. OPITZ: Yeah. And I have copies I can
distribute to everybody here.

JUDGE PRIDGIN: Okay. Okay. Does Counsel
wish to look at those before we know whether you
object?

MR. STEINER: We'wve talked, your Honor. I
would like to know which is which as far as 325,
326 and 327.

MR. OPITZ: Certainly. So 325 will be
fuel. 326 will be transmission expense. And then
327 will be off system sales.

MR. STEINER: I guess, your Honor, I would
note that they are all HC and also note that there,
is accounts that indicate that —-- that are
currently excluded but proposed to be included in
this that actually were resolved by the partial
Stipulation. And that would be the fuel handling
expenses. So we are not seeking those to be
included in the FAC even though it says that in
that exhibit. That's Exhibit 325.

JUDGE PRIDGIN: Okay. And do I understand
that these are all HC and there's no NP version?
These are simply HC documents?

MR. OPITZ: There is no NP version.

JUDGE PRIDGIN: Okay. Thank you.
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MR. OPITZ: May I approach?

JUDGE PRIDGIN: You may. Are there any
objection to see those being admitted? Hearing
none, Exhibit 325 HC is admitted. 326 HC is
admitted. 327 HC is admitted.

MR. OPITZ: I haven't written on these,
but these are 325.

JUDGE PRIDGIN: Thank you. All right.

MR. BERLIN: Judge?

JUDGE PRIDGIN: I'm sorry. Yes.

MR. BERLIN: I just would like to check
Staff Exhibit 237 that we addressed earlier was
admitted. I think 1t 1is.

JUDGE PRIDGIN: I show 237 HC only your
Staff —- or your FAC explanation was offered and
admitted.

MR. BERLIN Thank you.

JUDGE PRIDGIN: All right.

COMMISSIONER KENNEY: Judge?

JUDGE PRIDGIN: Commissioner Kenney?

COMMISSIONER KENNEY: If I could ask a
question for KCP&L Counsel, Mr. Fischer. Is
someone going to get back with me with my question
regarding main line deposits?

MR. STEINER: Yes, your Honor. We have —-—
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1 we are researching that, and we will present that
2 information to you.
3 COMMISSIONER KENNEY: I mean, I'm just

4 kind of feeling a little lonely that the Chairman

5 gets everything. I mean, everybody wants to give

6 him something.

7 MR. STEINER: We'll get that first thing.

8 We've have been looking at it. We're not going to
9 present that at the rate case. We're going present

10 that to you separately.

11 COMMISSIONER KENNEY: Okay. That's fine.
12 I just wanted to make sure.

13 JUDGE PRIDGIN: Anything further from

14 Counsel before we go off the record?

15 MS. ROBERTS: Judge, Casey Roberts for the

16 Sierra Club.

17 JUDGE PRIDGIN: Yes, ma'am.

18 MS. ROBERTS: I wanted to inquire whether
19 parties who were excused the first day of the

20 hearing will be allowed short opening statements
21 concerning the rate design, cost of service issues
22 before beginning?

23 JUDGE PRIDGIN: Yes, ma'am. We'wve been —-
24 we've been going through mini issues as we

25 approach. So yes, ma'am. That is allowed and
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1 appreciated. Thank you very much.

2 MS. ROBERTS: Okay. Okay. Thank you.

3 JUDGE PRIDGIN: All right. Anything

4 further before we go off the record? Counsel, I

5 think I asked for about 30 minutes in doing that

6 and coming back and allowing the Commission to get
7 an agenda, there's not going to be really any

8 meaningful time do anything before we simply have
9 to break again for agenda.
10 So unless Counsel or the Bench has a

11 different suggestion, I would suggest we simply

12 break, have agenda and lunch and come back about
13 1:00. Will that -- I'm seeing nods.
14 All right. I got something right. All

15 right. If there's nothing further, we will stand

16 in recess until 1:00. Thank you. We're off the

17 record.
18 (Break in proceedings.)
19 JUDGE PRIDGIN: Good afternoon. We are

20 back on the records in ER-2016-0285. As I alerted

21 Counsel before we broke this morning, I think the
22 Commission would like an overview of the

23 Non-unanimous Stipulation and Agreement that some
24 of the parties filed a few days ago as well as an
25 update on what issues, 1f any, you might have
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1 settled during the break, and then we will go from

2 there. So let me inquire of Counsel, is there

3 anything else to report before we get kind of an
4 overview from the signatories on the Non-unanimous
5 Stipulation and Agreement?

6 MR. STEINER: I don't think so. We had a
7 good discussion. We still need to go on with the
8 hearing. Discussions may continue, but no word

9 toward —- nothing new to report there.
10 JUDGE PRIDGIN: Okay. Thank you. And is
11 there someone from —- and let me —— I've got the
12 Stipulation up here. I'm going from memory. I

13 guess KCP&L, Staff, OPC and MIEC and MECG were the

14 signatories.

15 And at least as far as I'm concerned,

16 you're welcome to do it from the podium or the

17 Bench just in that order maybe give a brief

18 overview of your perspective on the Non-unanimous
19 Stipulation and see 1f we have any Bench questions
20 and then we'll go on with rate design and class

21 cost of service mini openings and Cross.

22 MR. STEINER: Sure. We —-- we were able

23 to work with the parties. We had a lot of smaller
24 issues that —-- that would have taken a lot of time

25 in the hearing. And we were able to settle about

MIDWEST LITIGATION SERVICES
www.midwestlitigation.com Phone: 1.800.280.3376 Fax: 314.644.1334



EVIDENTIARY HEARING - VOLUME 11 2/22/2017

Page 811

1 20 of those revenue issues for a specific dollar

2 amount 1.4 to a million dollars.

3 In addition to those revenue issues, the

4 document also cleans up and settles several

5 non-revenue items such as the customer disclaimer
6 issue and the CAM. And so those —- those

7 non—-revenue issues are spelled out in a little bit
8 more detail how they're —- how they're being

9 resolves.

10 We have —-- I can answer gquestions or we

11 have other witnesses that can answer questions

12 about specific things in the document.

13 JUDGE PRIDGIN: Are there any Bench

14 questions? Chairman?

15 CHAIRMAN HALL: So your application sought
16 a 90 million dollar increase in the revenue

17 requirement; is that correct?

18 MR. STEINER: That's right.

19 CHATIRMAN HALL: And so you have settled
20 for a $1.1 million increase based upon these
21 settled issues, correct?
22 MR. STEINER: That —-- that dollar amount
23 would —- would —-- would increase that January 11lth
24 EMS run and make that at 11.802 million. And then
25 that run is going to be updated for —-- not the

MIDWEST LITIGATION SERVICES
www.midwestlitigation.com Phone: 1.800.280.3376 Fax: 314.644.1334



EVIDENTIARY HEARING - VOLUME 11 2/22/2017

Page 812

1 issues that are settled, but other issues such as
2 property tax extension, transmission expense, a

3 variety of issues. That —-—- that number will be

4 updated. Yes.

5 CHATIRMAN HALL: 1Is there any way of

6 determining what the settlement does to your

7 original 90 million dollar request?

8 MR. STEINER: I don't think we'll know

9 that until we have —-

10 CHAIRMAN HALL: Other issues settled or

11 resolved?

12 MR. STEINER: —-- the true-up, Staff's

13 true-up information.

14 CHATIRMAN HALL: So you don't need to

15 resolve other issues in the case? You just need to
16 true-up?

17 MR. STEINER: We need to true—up and we

18 need to resolve issues such as ROE cap structure,
19 depreciation. We believe revenue 1is largely a
20 true-up issue.
21 CHAIRMAN HALL: So 1in order to —-— to
22 figure this -- this $1.14 million number, you —--
23 you applied staff's position on —-— on ROE Jjust for
24 these limited issues?
25 MR. STEINER: That's correct.
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1 CHAIRMAN HALL: That's in no way a
2 statement about your —-- your position on ROE?
3 MR. STEINER: That's correct as well.
4 CHAIRMAN HALL: And I assume the parties
5 would —- would request a —-— a ruling by the
6 Commission on this Stipulation and Agreement as
7 soon as possible? Or is —-— or can —— can the case
8 continue with or without that ruling?
9 MR. STEINER: I think we would need it as

10 soon as possible. I don't think it's urgent. But,

11 obviously, if there's an issue, we would need some
12 time to then try ——- try these issues and 1f we have
13 some —-— some true-up hearing available. But yes,
14 we would like a ruling on this.

15 CHAIRMAN HALL: Okay. I don't believe I

16 have any further questions. Thanks.

17 JUDGE PRIDGIN: Any further questions from

18 the Bench on the Stipulation and Agreement?

19 COMMISSIONER STOLL: I'll just have one.

20 On the AMI meter opt-out program —-—

21 MR. STEINER: Yes.

22 COMMISSIONER STOLL: -—-- so the initial

23 set-up charge of $150, that's for the meter and the
24 installation of that meter? 1Is that how that

25 you —-—
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1 MR. STEINER: It's for that —- this is —- this
2 is the exact same charge we —- we were able to come
3 to an agreement on in GMO.

4 COMMISSIONER STOLL: Yeah.

5 MR. STEINER: It's for that, and it's also
6 to start and set up the manual billing process. We
7 have about five different work groups that would

8 touch that to do a manual billing. And it's to get
9 —-— to fray the cost of doing that to —- to start

10 that process.

11 Then —-- then the 45 per month would also

12 then pay for that meter reader to go out there each
13 month.

14 COMMISSIONER STOLL: Okay. So the $150

15 per initial set-up would be for those various

16 groups to work to set up the AMI?

17 MR. STEINER: To —-- to install —-- install
18 the meter and then to set up the procedure to go

19 read the meter, get those —- get those processes
20 started and to then manually bill that meter —--
21 take the readings off the meter to get a manual
22 bill. It's not a manual bill but feed that
23 information so a bill could be rendered.
24 COMMISSIONER STOLL: I see. Yeah. And
25 $45 a month for meter reading charge, is there a
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1 charge right now if you don't have an AMI? How did

2 does that work? I mean, is there a —-

3 MR. STEINER: If —-—- 1if you don't have an

4 AMI meter now, I do not believe there is a charge.
5 COMMISSIONER STOLL: Is this becoming an

6 industry standard?

7 MR. STEINER: To have an opt-out?

8 COMMISSIONER STOLL: Yeah. It —— it —-- to
9 me, it -— I mean, I'm not objecting to this. But
10 it doesn't seem like it's much of a —- an opt-out,

11 really, does it?
12 MR. STEINER: I think if it's something
13 that you really don't want your meter to be read, I

14 think people would be willing to pay that $45 a

15 month.
16 COMMISSIONER STOLL: Yeah.
17 MR. STEINER: But it is —-—- it 1s a pretty

18 hefty charge. It's —-

19 COMMISSIONER STOLL: Yeah. Okay. I -1
20 don't have any other questions —-- do you have a

21 response?

22 MR. STEINER: The $45 is based on a trip
23 charge that we have now to run a truck to go —-— to
24 go check —--— to read a meter.

25 COMMISSIONER STOLL: Yeah. And I guess if
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1 you had an AMI, what —-- what i1f the person had a —-
2 does anybody have an AMR, the meters?
3 MR. STEINER: The old technology?
4 COMMISSIONER STOLL: Yeah.
5 MR. STEINER: No. Those have all been
6 upgraded to AMIs.
7 COMMISSIONER STOLL: Have they? I think I

8 still have an AMR. Okay. That's all. Thank you.

9 JUDGE PRIDGIN: Mr. Chairman?
10 CHATIRMAN HALL: I'm sorry to burden —-- I
11 have a couple more questions. But if ——- if —-—- if
12 Staff's position on each of these issues related to
13 the —— to the revenue requirement, 1if Staff's
14 position was —-— if it —-- 1f it had prevailed, would
15 -— we would be at Staff's EMS run of —- of negative

16 12.942; is that correct?

17 MR. STEINER: That's right.

18 CHAIRMAN HALL: And what —-- if we had —--
19 if we were going to implement the company's

20 position on each of those issues, what would —--

21 what would the EMS run be?

22 MR. STEINER: Let me check. I'm not sure.
23 CHAIRMAN HALL: Is that easy to do, or is
24 it —— 1s it more complicated than -- than I think?

25 Or than I thought?
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1 MR. STEINER: I'm not sure.

2 CHAIRMAN HALL: Not sure. Okay.

3 MR. WOODSMALL: Just as an initial matter,
4 Mr. Chairman, it's not so simple as comparing

5 Staff's position versus company position.

6 Some of these issues are issues where

7 Staff and company were in agreement, but public

8 Counsel took a different position. So you need to
9 make a comparison not only with Staff but then with
10 Public Counsel. That's a different issue.

11 CHAIRMAN HALL: Yes. And I appreciate

12 that. But I was speaking specifically about

13 Staff's position versus the company's position.

14 But we don't need to wait on that calculation. But
15 if —— 1if and when can you do it, I'd be interested
16 to have 1it.

17 MR. STEINER: Okay. Let me —-— let me do

18 some more checking.

19 CHAIRMAN HALL: Okay. Thank you.
20 JUDGE PRIDGIN: Any further Bench
21 questions for the company on the Stipulation?
22 COMMISSIONER KENNEY: Just one question.
23 JUDGE PRIDGIN: Commissioner Kenney.
24 COMMISSIONER KENNEY: ©Unrelated, but what
25 percentage of KCP&L service territory currently
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1 have AMI meters?
2 MR. STEINER: I think it's a pretty high
3 percentage. It's all —-- the program has all been
4 run —- it has been rolled out to every place that
5 gets them. I think there may be some rural areas

S that don't have them. But I don't have that number

7 to ——

8 COMMISSIONER KENNEY: Are you thinking 90
9 percent? 80 percent?
10 MR. STEINER: I would hate to guess. I'm

11 hearing 85.

12 COMMISSIONER KENNEY: Okay. So it's —-

13 throughout this period of this rate next case, it's
14 expected it will probably have a reach close to a
15 hundred percent as you go forward?

16 MR. STEINER: I think the program that

17 we've already rolled it out to the areas that going

18 to get it in this initial phase.

19 COMMISSIONER KENNEY: Okay.

20 MR. STEINER: I don't think it's going to
21 be rolled out —- I don't think we have plans right
22 now to roll it out to the additional 15 percent as

23 of yet.
24 COMMISSIONER KENNEY: Okay. All right.

25 That's good. Thank you.
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JUDGE PRIDGIN: Anything for the company
on the Stipulation? All right. Staff,
Ms. Mers?

MS. MERS: In Staff's view, the
Stipulation was a good balance for all the parties
involved, that signed on at least.

We saw movement in issues such as the

tracking and forecasting, the FAC that moved what

we thought in a beneficial way to ratepayers. So
that's initially why Staff decided to —-—- to sign
on.

There's also a continuation of great
programs like the economic relief pilot program
that we thought was important. So, I mean, we echo
what KCP&L said about several items as well.

JUDGE PRIDGIN: Thank you. Any —- any
Bench questions for Staff?

CHATIRMAN HALL: No, thank you.

COMMISSIONER STOLL: No.

JUDGE PRIDGIN: Public Counsel?

Mr. Opitz?

MR. OPITZ: Thank you, Judge. Thank you.
Looking at all of these issues, we may take
different perspectives on how those dollars shake

out.
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1 But combining them together, Public

2 Counsel was comfortable with that resolution, and

3 we were happy to get some specific language on a

4 few other issues in there that we had concerns

5 about, and so —-- and so that's why we Jjoined in the
6 Stipulation and Agreement.

7 JUDGE PRIDGIN: Thank you. Bench

8 questions?

9 CHAIRMAN HALL: No, thanks.

10 JUDGE PRIDGIN: No? All right. Thank

11 you. MECG?

12 MR. WOODSMALL: Thank you. Very briefly.
13 I think revenue requirement issues were talked

14 about, so I won't —— I won't discuss those at all.
15 Relevant to issues that we filed testimony
16 on, this reaches a good resolution. Specifically,
17 we were concerned about two groups of costs that

18 the company sought extraordinary treatment for.

19 They had transmission courses in which they sought
20 three different things, either all transmission
21 costs in the FAC, a transmission tracker or
22 forecasted transmission costs.
23 Under this resolution, company drops all
24 three of those requests and things go as they are
25 now, no tracker and only the amount of transmission
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1 costs that are currently associated with pure

2 purchased power.

3 So 1t maintains the current status for

4 transmission costs. Property taxes, the company

5 had sought, either a property tax tracker or

6 forecasted property taxes, and both those

7 provisions have been —-- or both of those requests
8 have been dropped under this settlement. So those
9 were big issues in getting us to join in the

10 agreement.

11 JUDGE PRIDGIN: Okay. Thank you. Bench
12 questions?

13 COMMISSIONER STOLL: No. Thank you.

14 JUDGE PRIDGIN: All right. Hearing none,
15 anything else from Counsel or the Bench before we
16 go to opening statement on rate design, class cost
17 of service?

18 MR. STEINER: Just one. I visited with

19 several parties. Marisol Miller is the first
20 witness. She's up on rate design, but she's also
21 up on revenues.
22 And most Counsel have said that they're
23 fine with asking both questions —-- both areas of
24 questions to Ms. Miller so she'd only have to go up
25 one time.
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1 JUDGE PRIDGIN: No comments or anything?

2 That's fine. Does Counsel have a preference if she
3 goes first or if we put her back towards the

4 revenues?

5 MR. FISCHER: She's the first witness on

6 rate design, so she probably just needs to go.

7 JUDGE PRIDGIN: Okay. Anything further

8 before we go on to opening statements, then? All

9 right. KCP&L?
10 MS. PAYNE: Judge, I'm sorry to interrupt.

11 But we did obtain the tariffs that Chairman

12 requested this morning. If that would be okay,
13 I'll go ahead and submit those now.

14 JUDGE PRIDGIN: That's fine. And,

15 Ms. Payne, I'll let you get back to your

16 microphone. Is this going to be admitted as an
17 exhibit?

18 MS. PAYNE: Yes.

19 JUDGE PRIDGIN: My records show Exhibit
20 238. Anyone show anything to the contrary? I'll
21 label that as Exhibit 238 then. And you wanted

22 that offered, Ms. Payne?

23 MS. PAYNE: Do I want -—- no. I'm sorry.
24 I was going to offer each one as an exhibit. Yes.
25 JUDGE PRIDGIN: Okay. So just to be
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clear, what you just handed out would be No. 23872

MS. PAYNE: Yes.

JUDGE PRIDGIN: Okay. Any objections to
that coming into evidence? Hearing none, 238 is
admitted.

(Staff Exhibit 238 was offered and
admitted into evidence.)

JUDGE PRIDGIN: Anything else before
KCP&L's opening? All right, Mr. Fischer, when
you're ready, sir.

OPENING STATEMENT
BY MR. FISCHER:

MR. FISCHER: Thank you, Judge. May it
please the Commission. On the rate design issue.
KCP&L is recommending that there should be an
across the board equal percentage increase to all
rate elements for all classes except for the
lighting class.

And for the lighting class, we believe
there should be no increase in the rates. This
would also involve the customer service charge, so
there would be an equal percentage increase to the
customer service charge.

The company 1s opposed to proposals that

would take steps toward adopting the declining
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1 block rate structure for the residential class in
2 the summer and the winter periods at this time.

3 There are numerous rate design studies

4 going on that will address the residential rate

5 structures, including time of use rates. And we

6 believe it would be inappropriate to make

7 significant policy decisions or changes in the rate
8 design before those studies are completed and the
9 customer impacts are fully considered.

10 The adoption of an inverted rate structure
11 may have substantial unintended consequences,

12 particularly, if the inverted rate structure was
13 applied to higher usage electric space heating

14 customers in the winter or high usage residential
15 customers in the summer.

16 We have a significant concern that the

17 adoption of an inverted rate structure may

18 introduce volatility into the recovery of the

19 company's revenue requirement and the inability to
20 recover the substantial fixed costs of providing
21 electric service to our customers.
22 As I understand the Missouri Division of
23 Energy's rate design proposal, there would be an
24 inverted rate structure in the summer and a
25 flattening of the residential general use rate in
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1 the winter. We don't believe that proposal should

2 be adopted at this time.

3 I also would note, though, that as I

4 understand their proposal, it would not affect the
5 electric space heating tariff.

6 With regard to time ever use rates,

7 multiple studies are underway within KCP&L and GMO

8 to explore these rates. It's unclear at this time
9 if time of use rates are the best way to address
10 people's problems or issues.
11 KCP&L believes that the Commission should

12 allow these studies to be completed before

13 requiring the company to offer time varying rates.
14 Marisol Miller, as we just mentioned, 1is

15 the company's witness on this issue, and she'll be
16 available to answer questions about class cost of

17 service and rate design. And I'd be happy to try

18 to answer your questions, too.

19 CHAIRMAN HALL: Good afternoon. You said
20 that the company is opposed to implementation of

21 declining block rates. I mean —-—- I'm sorry.

22 Inclining block rates because that would introduce
23 an element, I believe you used the word volatility?
24 MR. FISCHER: Yes.

25 CHAIRMAN HALL: So by that, do you mean it
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could have the effect of causing conservation?

MR. FISCHER: No. I'm not referring to
that aspect of it. What I'm referring to is there
is a substantial number of fixed costs that are
associated with generation, transmission and
distribution, fixed charges which are fixed from
the company.

CHATIRMAN HALL: Yeah. But —-

MR. FISCHER: Which are —-

CHATRMAN HALL: Go ahead. I'm sorry.

MR. FISCHER: Which are currently
recovered in the first two declining blocks of our
rate structure. To the extent we change that rate
stricture and moved those costs for purposes of
recovery to the tail block rate, then in the event
we have abnormal weather, for example, we'll have a
greater possibility that those fixed charges that
are associated with —-- with the generation,
transmission and distribution won't be recovered.

For example, 1if we have a cool summer or a
very —— a warm winter, then it -- if our recovery
is based upon that tail block, which would happen
if you inverted it dramatically, then the company,
depending on the weather, would have volatility in

its recovery of its costs and, therefore, its
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1 earnings.
2 CHAIRMAN HALL: How long has declining
3 block rates been around nationally as a concept?
4 Do you know?
5 MR. FISCHER: Well, I go back a number of

6 years, and they were there in 1976. So they have

7 been around for a while. We've also been tinkering
8 with different rate structures. Time of use rates
9 were also being discussed back in 1977.

10 And so the rate structures have been

11 changing and evolving. Different areas of the

12 country have different rate structures. And

13 they're probably appropriate based upon the

14 different regions and climates that we experience.
15 CHAIRMAN HALL: Okay. Thank you.

16 JUDGE PRIDGIN: Thank you. Any further

17 Bench questions?

18 COMMISSIONER STOLL: I have no gquestions.
19 JUDGE PRIDGIN: Thank you. Staff?

20 OPENING STATEMENT

21 BY MS. PAYNE:

22 MS. PAYNE: May it please the Commission.
23 While every aspect of a large utility rate case 1is
24 vital, it can be said that the heart of the case

25 lies in spreading the revenue requirement granted
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by the Commission in the process of rate design.
After all, this is the final product of the hard
work of many parties and the Commission itself.

Each of the Staff members who works on a
rate case plays a role in producing that final
recommendation.

One witness in this matter, Mr. Brubaker,
states his beliefs that Staff's class cost of
service study does not recognize that base load
plans run virtually all the time, including its
system peaks, even though Staff's study
specifically accounts for this.

On the other hand, some witnesses in this
matter applaud Staff's class cost of service study
accurately reflecting how the plants are dispatched
to meet KCP&L's load requirement.

Staff's study reasonably recognizes that
the electricity requirement is met by Base,
Intermediate and Peaking plants and various
combinations.

It cannot be reasonably disputed that the
cost of plant fuel and ownership varies widely
cross the types of base, intermediate and peaking
plants.

Staff's study reviews the usage of each of
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1 KCP&L's classes and how KCP&L's fleet as a whole

2 meets the combined peak and energy demands of the
3 classes using the Base, Intermediate, Peak or BIP
4 method to reasonably allocate cost responsibility
5 of each type of plant so that the cost of that type
6 could be properly allocated between the classes.

7 The same method of allocating costs 1is

8 used to reflect the differences in the fuel and

9 operations costs of the various types of plants.
10 Other studies presented in this matter are
11 based on the company's revenue and billing

12 determinants direct filing and the company's

13 initial revenue requirement request.

14 Those inputs are now completely at odds

15 with positions the intervening parties have taken
16 as this case has progressed such as the proposal
17 MEEA Cycle 1 annualization and transmission

18 expense, to name a few.

19 Staff's witness, Sarah Kliethermes,
20 determined Staff's production related allocators
21 and presented Staff's position on the Commission's
22 ordered time of use rates and the infrastructure
23 efficiency issues. She can answer any questions
24 regarding these issues.
25 Any increase in rates that the Commission
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1 determines appropriate should be applied in an

2 equal percentage to all classes. This includes the
3 residential, large general service and large power
4 service classes.

5 For the larger classes, increasing the

6 rates equally avoids sending price signals to the

7 customers that cost of energy, regardless of the

8 time of consumption, is decreased.

9 Additionally, the residential customer

10 charge should be increased at a rate equal to that
11 of the increase allotted to the residential class,
12 but not to exceed $12.62.

13 Staff is not opposed in a gradual move

14 towards flat rates in the winter months. However,
15 we do recommend that KCP&L's definition of the

16 winter months as the eight non-summer designated

17 months be evaluated prior to implementing any kind
18 of rate block design.

19 Staff witness, Robin Kliethermes, adopted
20 the original rate design testimony of Jim Busch
21 previously submitted as direct with Staff's rate
22 design and Staff's cost of service report. And she
23 can answer any questions regarding this issue.
24 Does the Commission have any questions at this
25 time?
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1 CHAIRMAN HALL: No qguestions.

2 COMMISSIONER STOLL: No questions.

3 JUDGE PRIDGIN: Ms. Payne, thank you.

4 Anything from Public Counsel?

5 OPENING STATEMENT

6 BY MR. OPITZ:

7 MR. OPITZ: May it please the Commission.

8 Public Counsel generally supports the Staff's or

9 the company's proposal to —— to apply an equal

10 percentage increase across for any increase across
11 the different rate classes.

12 However, we diverge from the company and

13 Staff when it comes to the residential customer

14 charge.

15 Dr. Marke has been offered testimony that
16 it should remain at 11.8 and that keeping that

17 customer charge as low as possible at this level,
18 it places more control of the bill on low income

19 and fixed income households and does not penalize
20 customers who engage in efficient, conservative and
21 environmentally responsible behavior.
22 I will also point out that Public Counsel
23 witness, Dr. Marke, offers testimony that is
24 support of the inclining block structure offered by
25 Division of Energy in this case. And you can ask
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1 him for more details on 1it.

2 But I would note that it's his testimony

3 that this gradual inclining block structure

4 proposed 1is beneficial for low income and low usage
5 company customers. And with that, I'm happy to

6 answer my questions.

7 JUDGE PRIDGIN: Bench questions?

8 COMMISSIONER STOLL: No questions.

9 Thanks.

10 JUDGE PRIDGIN: Mr. Opitz, thank you.

11 MR. OPITZ: Thank you.

12 JUDGE PRIDGIN: Missouri Division of

13 Energy?

14 MR. ANTAL: Five, six copies. I've got a
15 few more copies for anybody in the peanut gallery.
16 OPENING STATEMENT

17 BY MR. ANTAL:

18 MR. ANTAL: Good afternoon. May it please
19 the Commission. My name is Alex Antal. I'm
20 representing the Missouri Division of Energy.
21 There's already been some discussion in
22 the last couple openings about the Division's rate
23 design proposal, so I'll get right to it and give
24 an overview of what we are proposing for the
25 residential general use rate design.
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1 So I'll use this pointer over here. If
2 you want to follow along with your sheets, that's
3 fine, too. So you'll first notice that the
4 Division of Energy 1s not proposing any increase to
5 the residential customer charge.
6 I'll touch upon this a little bit more
7 later, but, essentially, we propose —— we —— we
8 oppose increases to the customer charge for largely
9 the same reasons that we were proposing the rate —-

10 the block rate design that we're proposing in this
11 case.

12 So currently —-— in KCP&L's summer rate

13 design, they have what we call a flat block rate,
14 which is approximately 13 cents. What DE proposes
15 for the summer is that for the first 600 kilowatt

16 hours that that rate would be approximately 12

17 cents.

18 And then can you see in the far right-hand
19 column that that represents a ——- a negative 6

20 percent change from what the —-- that flat rate 1is

21 currently.

22 Then going along with the summer, kilowatt
23 hour usage over 600 kilowatts in a given month or
24 billing cycle would be charged at approximately 14

25 cents. And that change represents about an 8
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1 percent increase to the current summer flat rates.
2 So this i1s what we've been talking about.
3 This is an inclining block rate, moving from a flat
4 rate to an inclining block rate.
5 For the winter, we're proposing something

6 slightly different. So currently, what the company

7 has is what we call a declining block rate, so the
8 rate per kilowatt hour actually decreases when you
9 use over that -- you know, these new rated

10 thresholds.

11 So currently, for the first 600

12 kilowatt hours that a customer uses in a given

13 month, they're charged approximately just over 11
14 cents. It's a very small decline, what we're —-

15 what we're proposing for the first block in the

16 winter, and it comes out to be, you know, less than
17 a 1 percent decrease.

18 The second block, which is the next 400

19 kilowatt hours, 1is not changing at all. There's

20 zero change in the rate there.

21 And then in the third block, which is

22 usage over 1,000 kilowatt hours in a given month,
23 we're proposing to increase the tail block by just
24 over 6 percent.

25 The Division of Energy's witness, Mr.
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1 Martin Hyman, will be taking the stand later and

2 can answer your questions.

3 I will briefly discuss some of the

4 analysis I have that he has performed in support of
5 this proposal.

6 Mr. Hyman has performed a bill frequency

7 analysis. He took a sample of customer bills that
8 —-— and usage that the company provided to us. And
9 you can see in this —-- sorry —- in this graph
10 essentially, what you would expect to see.
11 The brights —-— or the blue line represents
12 monthly average use for the entire year, which is

13 Just over 800 kilowatt hours. And then, you know,
14 we have essentially four data points that are above
15 that average monthly usage.

16 And as you'd expect, those above average

17 months include July, August, September. And then

18 the fourth one is January, which is Jjust slightly

19 over average use, monthly average use.
20 Mr. Hyman also performed a bill impact
21 analysis. This table here, which is the second —--

22 well, I understand the first table, the second kind
23 of picture on page 2 of the hand-out shows the
24 percent change between the company's current rates

25 and the Division of Energy's proposed rate designs.
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1 I'll point out that what the Division of

2 Energy has proposed in this case 1s a revenue

3 neutral change to rates. So this wouldn't

4 necessarily impact any increase that the Commission
5 may authorize in this case.

6 Essentially, what —-- what would happen is

7 if —— 1f the Commission were to order KCP&L to

8 adopt the rate design proposal that Division of

9 Energy has proposed that they would first make
10 these adjustments to their current rates and that

11 any rate increase that the Commission saw

12 appropriate to order could then be distributed to

13 the various rate elements as it saw fit.

14 So I'll briefly go through here, this

15 diagram. You know, the first column, you have the
16 months of -- of the year. The second column, you
17 have the average impact.

18 And you'll notice that for all but two of
19 the months, the average impact from Division of

20 Energy's proposal actually results in a bill

21 decrease.

22 We also —— I would point you to the fourth
23 column over, the 95th percentile. Essentially,

24 what we —- you know, what we were looking at here
25 is trying to avoid extreme outliers in our bill
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analysis.

But you'll notice that even at the 95th
percentile that there is only one month out of the
year where there is a bill impact of 5 percent.
All the other months are below that, if not
negative.

The next table basically just presents
that comparison in a graphic form. As you'd
expect, you saw essentially ten out of the 12
months, average users are going to see a bill
decrease over —-— 1in one month, a slight increase.
But as you would expect with an inclining block
rate design, customers who use more than average
are —— are going to see an incentive to use less.

So, you know, this isn't the first time
that the Commission has had before it an inclining
block or rate design proposal or a proposal to
decrease the declining block rates that a utility
has. I'm —— I recall the Commission's recent
hearing —-- well, maybe not so recent, but
relatively recent hearing in the Empire rate case
where the Commission had a lively discussion at
hearing about inclining block rate designs, which T
remember from reading the transcript that every

single one of Commissioners on this panel showed
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1 positive interest in inclining block rates and

2 encouraged the parties in that case to make

3 proposals in a subsequent case.

4 Obviously, this is a new case. It's a

5 different proposal. The Commission is going to

6 have to rely on the evidence presented in this case
7 in determining whether or not the block rate

8 proposal that DE is proposing is just and

9 reasonable.

10 I'd like to briefly go over some of the

11 policy reasons why moving away from declining block
12 rates in the non-summer months and moving towards
13 inclining block rates in the summer months is good
14 public policy.

15 These policies are expanded on in both the
16 testimony of DE witness Martin Hyman as well as

17 Mr. Douglas Jester, who has filed testimony on

18 behalf of Sierra Club and Renew Missouri.

19 So the first one 1s that these rate
20 designs that we're proposing will create price
21 signals to higher use customers to invest in energy
22 efficiency or to conserve energy at their homes.
23 Additionally, as was alluded to by Counsel
24 —-— not alluded to, but specifically said by Counsel
25 for OPC that the —-- this rate design proposal will
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create bill relief for a lower use customers, which
include a large number of —-- of low income
customers as well.

Another policy objective that this rate
design 1is able to achieve is that it reduces rates
for all customers if the long run as fewer costly
capital investments have to be made.

As the Commission is well aware, one of
the main driving factors of utility investments is
summer peak demand. And if you look back at the
bill frequency analysis, you can see that -- that,
you know, in the summer months, that's when
residential usage 1s the highest.

Utility has to have generation resources
to meet that load. When we —- when we encourage
customers to conserve energy and to invest in
energy efficiency, there is —-- not only are they
going to see bill reductions from that savings, but
they're also going to relieve -- or, you know, push
down peak demand. That's Jjust an added bonus of
this —— of this particular rate design

And as alluded to in the testimony that I
referenced that this rate design more accurately
allocates —- allocates costs and in terms of cost

causation.
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1 Now, Counsel for KCP&L, as well as witness
2 for Staff and KCP&L, have raised some concerns
3 about this rate design. Those concerns are, 1in
4 particular, revenue sufficiency or volatility 1is

5 what Counsel for KCP&L called it.
6 There's also been some questions of the —-

7 the bill analysis that we did, which we'll address

8 in cross—examination.

9 And it's also been alluded to that —-- that
10 this rate design is not the best means of reducing
11 peak demand and that time of use rates would be

12 preferable.
13 Now, Division of Energy 1is a proponent of

14 time of use rates. But the fact is that KCP&L

15 isn't proposing time of use rates in this case.

16 They made it very clear in this case and in their
17 last case that their billing software is not

18 equipped yet to provide time of use rates.

19 Now, you know, we can argue about that,

20 but as far as I'm concerned, the great shouldn't be

21 the enemy of the good. Yeah. Would it be great if
22 they were proposing time of use rates for their

23 general residential use customers in this case?

24 That would be awesome. But they're not.

25 So why —- why should we kick the can down
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1 the road and wait and hope that in the next rate

2 case that they propose those rates that their

3 billing software is where it need to be?

4 You know, we have the opportunity to do

5 something now to save low use customers and average
6 customers money on their average bills and to

7 encourage higher use customers to save energy.

8 And as —-- as can be shown in the

9 surrebuttal testimony of Douglas Jester, the
10 concerns about rate volatility are overblown.
11 Mr. Jester has calculated that DE's rate
12 design proposal will reduce annual residential
13 energy consumption by approximately .88 percent and
14 that it will reduce August residential energy

15 consumption by 1.98 percent. Again, August in that

16 bill analysis is the month with the highest average

17 customer usage. We want to push down that usage if
18 —-— you know, above all because that's what's going

19 to create value for all customers in the long run.

20 Going back to the rate volatility concern,

21 Mr. Jester calculates that —-- that the shift in

22 collecting revenues from the —-- from the company's

23 first block energy charge to the second and third
24 block energy charges will actually only shift

25 approximately 1.76 percent of revenue recovery to

MIDWEST LITIGATION SERVICES
www.midwestlitigation.com Phone: 1.800.280.3376 Fax: 314.644.1334



EVIDENTIARY HEARING - VOLUME 11 2/22/2017

Page 842

1 those seconds and third blocks and that the

2 increase in revenue volatility will only be

3 .1 percent of KCP&L's Missourl revenues, a very

4 modest amount of increased volatility to provide

5 added benefits to customers.

6 I'd 1like to touch upon the legal

7 considerations. And I'd start off by saying when I
8 gave my general opening a couple weeks ago now, I

9 gave kind of an overview of the burden of proof
10 standards that the Missouri Courts have set out in
11 different types PSC issue considerations.

12 And the Chairman asked me what my purpose
13 was for providing that overview. And, you know,

14 upon further reflection, I don't know that I gave

15 the best answer that I could have given. So I'll
16 try it again.

17 The real reason —-— or the primary reason
18 for me pointing out the burden of proof standards

19 that the Missouri Courts have set out for PSC

20 proceedings is that if the Commission follows them,
21 my —— my client wins. That's why I'm pointing it
22 out.

23 The other, you know, I'd say reason that I
24 point it out 1is I've had the opportunity to review
25 the Commission's recent report and orders in some
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of —— you know, the last KCP&L rate case, Ameren
rate case and Empire rate case.

And while I acknowledge that the
Commission, you know, observes or references the —-
these burden of proof standards that the orders
that -- you know, I'm reading the orders, and I
don't know that it's always crystal clear that —-
that they're being applied.

I'm not saying that the Commission has
come to any wrong conclusions or unlawful
conclusions, but I think it could be clearer
whether or not these burden of proof standards are
being followed.

I think that only would, you know,
strengthen the Commission's order in the future if
it's exclusively clear that they're following these
burden of proof standards.

So going to the burden of proof. Missouri
Courts have found that the utility has the burden
of proof to show that its proposed tariffs are just
and reasonable, including the reasonableness of its
rate design. That's what we're talking about here.
We're talking about rate design.

Missouri Courts have also found that under

the statutory standard of just and reasonable, it's
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the result reached, not the method employed, which
is controlling. I think that needs to be
considered by the Commission here.

There's been some criticism of the method
that the Division of Energy used to develop its
proposal. And it's not the method that is
controlling. It's the result reached.

And as I've shown here and Mr. Hyman has
shown in his direct testimony that the —-- the
result is bill savings for low use customers and
for average customers.

So I briefly wanted to touch upon some of
the other rate design issues that we've raised in
testimony. As I said earlier, we're not in favor
of any increase to the customer —-- the company's
customer charge.

The primary reasons for that is that
increased charges or fixed charge in general
decrease enerqgy efficiency incentives, that a
they're burdensome and low use customers and
they're a burden on low income customers as well.

Also, with regard to time of use rates, in
the company's last rate case, they agreed to file a
study on time of use rates by September 15th of

this year. So we're looking forward to seeing that
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1 study and seeing what, you know, promise it has and
2 what recommendations they put forth in it.

3 They also —-— because we know this study is
4 forthcoming and the company has already, you know,
5 done this analysis or has —-— 1is in the process of

6 performing this analysis, we think it would be

7 appropriate for the Commission to —-— to order the

8 company to propose time of use rates in its next

9 general rate case.

10 So in closing, I just wanted to say what I
11 think the question is before this Commission in

12 regards to residential rate design. The question,
13 as I see it, 1s has the company provided competent
14 and substantial evidence showing by a preponderance
15 of the evidence or more likely than not that its

16 rate design leads to more just and reasonable

17 results in this case? Or, conversely, has Division
18 of Energy provided competent and substantial

19 evidence showing more likely than not that its
20 proposed rate design leads to more just and
21 reasonable results in this case? I'll leave my
22 prepared remarks at that. And I'm happy to answer
23 any questions.
24 JUDGE PRIDGIN: Any Bench questions?
25 Mr. Antal, thank you very much.
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1 MR. ANTAL: Thank you.
2 JUDGE PRIDGIN: Opening from U.S.
3 Department of Energy?
4 OPENING STATEMENT
5 BY MR. GARG:
6 Thank you, your Honor. May it please the

7 Commission. My name is Rishi Garg. I'm here
8 representing the U.S. Department of Energy and the
9 Federal Executive Agencies within the KCP&L service

10 territory.

11 I very much appreciate you allowing us to
12 appear here in front of the Commission. I just

13 have some background I want to share.

14 The United States Federal Government

15 intervenes in State public utility Commission rate
16 cases across the nation and the U.S. Department of
17 Energy receives its delegation to represent Federal
18 Executive Agencies in the KCP&L service territory
19 from the United States General Services General

20 Administration pursuant to Federal Statute.

21 Federal facilities taking service from

22 KCP&L in Missouri include the Richard Bolling
23 Federal Complex, the Whitaker Courthouse and
24 Bannister Federal Complex, including come others as

25 well.
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1 It is our position —-- well, in fact, that

2 the Federal Government has consistently held to the
3 principle that electric rates should be cost-based
4 so that rates send accurate price signals to

5 customers, promote efficient electricity use and

6 electrical equipment investment and avoid inter and
7 intra class subsidy problems.

8 Department of Energy, DOE and Federal

9 Executive Agencies, FDA, recommend respectfully

10 that the Commission adopt the four coincidented

11 peak methodology to allocate demand-related

12 production and transmission costs to the various

13 customer classes 1n KCP&L's class cost of service
14 study.

15 DOE, FDA further recommends the movement

16 towards cost based rates subject to the principles
17 of gradualism to avoid rate shock. Adoption of DOE
18 recommendations will reduce existing inner class

19 subsidies while ensuring that no customer 1is
20 unreasonably impacted.
21 Production and transmission capacity is
22 built or acquired to meet system peak demands, not
23 average demands. For reliability purposes, all
24 utilities ensure capacity to meet their peak, not
25 their average demands.
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1 Customer contributions to system peak

2 should, therefore, be the principle component of
3 factors used to allocate fixed production and

4 transmission costs.

5 KCP&L is a summer peaking utility, and

6 therefore seek the methodology most that

7 appropriately allocates fixed transmission

8 production costs to the rate classes.

9 That's my opening statement. Dr. Schmidt
10 is here to answer questions, and I'll also be

11 available to answer questions. And thank you,

12 again, very much.

13 JUDGE PRIDGIN: Mr. Garg, thank you. Any
14 questions from the Bench?

15 CHAIRMAN HALL: No guestions.

16 COMMISSIONER KENNEY: No questions.

17 JUDGE PRIDGIN: Thank you, sir. No

18 questions. Opening from MIEC?

19 OPENING STATEMENT
20 BY MR. DOWNEY:
21 MR. DOWNING: Good afternoon. My name 1is
22 Ed Downey. I represent the MIEC. Our witness on
23 this issue will be Morris Brubaker. Mr. Brubaker
24 has a superb academic set of credentials and
25 unparalleled experience.
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Unfortunately, Exhibit A to his direct
testimony listing all that experience was left off
the copy that we filed, and we intend to offer that
later.

Mr. Brubaker obtained his electrical
engineering degree and his Master's in Electrical
Engineering and his MBA from Washington University
before many people in this room were even born.

Since then, he's had —-- he's had 47 years
of experience in the public utility regulatory
area. So I —-— I think he really truly does have
unparalleled experience.

He used the average in excess 4NCP method
to allocate the production plant costs between the
customer classes in this case. His analysis shows
that the residential class has rates that are
currently below cost of service.

And I would refer you to his Schedule
MEBCOS—-R-5 in his rebuttal. That analysis shows
that other classes of KCP&L customers have rates
above cost of service to them.

The average in excess method, 4NCP, is a
generally accepted method for allocating production
plant costs. In fact, a form of A&E 1is used by

Ameren Missouri, Empire and West Star. And you can
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1 find that in Brubaker Rebuttal, page 4.

2 The average in excess method properly

3 considers the impact of demand in determining the
4 causation of generating plant costs.

5 As Brubaker explains in his rebuttal pages
6 17 through 20, the A&E method properly considers

7 both maximum rate, the demand and the duration of
8 use energy.

9 Utilities planned power plant additions to
10 meet peak use, not average use. And I'm not the

11 first lawyer to tell you that this afternoon. Or,
12 alternatively, they consider coincident peak, which
13 is what Dr. Schmidt does.

14 This Commission explains the A&E method

15 well in it's April 29, 2015, report and order in

16 the Ameren electric case, ER-2014-0258. There, the

17 Commission said that methodology conceptually

18 splits the electric system into an average

19 component and an excess component. The average
20 component is the average —-- excuse me —- 1is the
21 amount of capacity needed to produce the required
22 energy 1if it were taken at the same demand every
23 hour.

24 The excess component measures the

25 difference between average demand and peak demand
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1 at 4 non-coincident peak.
2 The Commission has accepted the
3 reasonableness of this methodology in past Ameren
4 Missouri rate cases, and that's in the report and
5 order, page 70, paragraph 3, and the Commission
6 cited Mr. Brubaker for that statement.
7 Now, Dr. Schmidt testifies on behalf of
8 the U.S. Department of Energy. He also provided
9 cost of service testimony. Like Mr. Brubaker, he

10 rejects the Staff's use of the BIP method and
11 Kansas City Power & Light's use of the A&P method.
12 Although he uses a different allocation

13 method, 4CP, than Mr. Brubaker does, both his

14 method and Mr. Brubaker's allocate generating plant
15 cost based upon the measure of demands.

16 Both his methods and Brubaker's method

17 achieve similar results, and they're in the

18 mainstream. And I would refer you to Brubaker

19 Rebuttal, page 18, schedule MEB-COS-R-5.
20 Now, the Staff has its BIP method. The

21 BIP methods allocates too little production plants

22 costs for low load factor customers who contribute
23 to peak demand, but may not use as much energy.

24 Both Brubaker and Schmidt roundly

25 criticize the use of the BIP method because it
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misallocates costs and consequently leaps to rates
that send the wrong pricing signals.

All plants are used to meet peak demand,
and so all classes of customers should pay their
share of meeting that demand.

The BIP allocation method is not
mainstream and it's not widely accepted, if it is
accepted at all. As Mr. Brubaker noted in his
rebuttal testimony, pages 15 and 16, the Staff's
cost allegation lacks symmetry.

High load factor customers pay an above
average share of the plant's fixed costs while also
paying a slightly above average share of the energy
cost.

Also, as Mr. Brubaker notes, the BIP
method indicates below average capital costs and
below average fuel costs to the residential class.

Mr. Brubaker noted, quote, It 1is
counter-productive that this low load factor class,
the lowest of all, would have not only below
average capital costs, but, also, below average
fuel costs, closed quote.

The staff did file surrebuttal testimony
in this case, but that testimony utterly fails to

address this criticism.
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1 Mr. Brubaker also noted that Staff's
2 allocation of base load plants is not only the
3 basis of demand, but, rather, energy use of the
4 classes.
5 Table 1 on page 13 of his rebuttal shows

6 that the BIP allocation of base load plants exactly

7 —-— exactly matches what the allegation would be

8 based solely upon energy usage. Judge, 1is this set
9 up?
10 JUDGE PRIDGIN: Well, I see that it's on,

11 but I think I can flip that screen over for you.

12 Or do you —- do you have a remote up there?
13 MR. DOWNING: Never mind. I don't want to
14 get involved in technology. I ——- I will refer you

15 to page 13 of his rebuttal testimony. And on page

16 13, he —— he includes a table.

17 And you'll see that the way the Staff

18 allocates base load plant, it exactly corresponds
19 to energy usage.

20 Now, Ms. Kliethermes of Staff, in her

21 surrebuttal, page 5 attempts to deflect this

22 particular criticism. But she incorrectly
23 characterizes what the criticism was. She refers
24 to it as, quote, production capacity when
25 Mr. Brubaker was pretty clear when he was talking
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1 about base load plant.

2 And rather than really addressing it, she
3 simply states has his claim is simply inaccurate.
4 She made no attempt, utterly no attempt to

5 discredit the figures in Table 1 on page 13 of his

6 testimony.
7 So three different methods for allocating
8 plant weren't enough. We had to have a fourth.

9 And Kansas City Power & Light offered that in it's

10 A&P method.

11 The other Missouri utilities use the A&E

12 method. So in this regard, Kansas Power & Light is
13 an outlier. The A&P method is disfavored because
14 it has the effect of double counting average

15 demand.

16 This Commission, in Case No. ER-2014-0258
17 —-— 1t says 59 in my slide. I'm sorry about that.
18 The Commission addressed that particular method.

19 And I quote, The weakness with the P&A methodology

20 is that after dividing the average 1in excess

21 components, instead of ever allocating just the

22 excess average demand to the cost cause in classes,
23 it allocates the entire peak demand to the various
24 classes.

25 That has the effect of double counting the
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1 average demand and allocates more costs to the
2 large industrials that have a steady but high
3 average demand that does not contribute as much to
4 systems peaks.
5 That method works to the benefit of the
6 residential class whose usage varies more by time

7 of day and by time of year. And that's the April
8 19, 2015, report and order I referred to earlier,
9 pages 70 through 71. And, again, this Commission
10 cited Mr. Brubaker.
11 So in summary, the class cost of service
12 report of Mr. Brubaker uses the mainstream A&E

13 method of allocation, the method used by Ameren

14 Missouri, Empire and by West Star.

15 The A&E method fairly allocates production
16 plant costs to cost causers by factoring in their

17 contribution to peak demand. The A&E method, thus,

18 results in rates that send the right price signals
19 to the cost causers.

20 The Department of Energy —-- U.S.

21 Department of Energy's CP method is also mainstream
22 and leads to similar results to those of

23 Mr. Brubaker with his A&E method.
24 The commission should reject Staff's BIP

25 method and Kansas City Power & Light's A&E method
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1 for the reasons stated.

2 I would also indicate that we seek to have
3 the Commission adopt Mr. Brubaker's proposed class
4 shifts and intra class rate impacts and rate design
5 in his direct, which you'll find on pages 31

6 through 32. Any questions?

7 JUDGE PRIDGIN: No Bench questions. Mr.

8 Downey, thank you.

9 JUDGE PRIDGIN: MECG opening?
10 MR. WOODSMALL: Okay. Let's see if I can
11 get it up on the screen. Like Mr. Garg, who 1is

12 scared of technology.

13 MR. DOWNEY: I'm not afraid of it. It
14 Just never works.
15 OPENING STATEMENT

16 BY MR. WOODSMALL:

17 MR. WOODSMALL: Good afternoon. Thank

18 you. David Woodsmall appearing on behalf of the

19 Midwest Energy Consumers Group.

20 As I go through this, you're going to

21 wonder whether I agree with Staff on anything. And
22 Just to show you how reasonable I am, I will tell
23 you that I do agree with Staff on one thing, that
24 nothing is more important in my mind in this case

25 than this issue.
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1 Suffice it to say, this is where the
2 rubber meets the road. This is where rates are
3 set. This is where many of your issues will affect
4 customers. So given the importance of this issue,
5 I'm going to spend some time talking about it so
6 you understand it thoroughly.
7 Several things that I want to do, Slide 2.

8 I'm going to talk about background and what are the
9 actual results of the various studies in this case.
10 I'm going to then spend some time going through

11 Staff's flawed BIP methodology, and I'm going to

12 spend some time on that.
13 You're going to hear what other states,
14 what other utilities and what other customers think

15 about this flawed method. I'm then going to talk
16 about KCP&L's methodology, which is also flawed and
17 has been rejected by this Commission in the past.
18 I'm then going to talk about the A&E

19 methodology and show you why it's best and why it's

20 in the mainstream and why it's been adopted by so
21 many different Utility Commissions.
22 Finally, I want to talk about the LGSLP

23 rate design put forward by MIEC. So Slide 3, just
24 to put 1in perspective where we are in this case,

25 there's really three parts of a rate case. There's
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1 the revenue requirement, how much does the utility
2 get. $50 million, let's say.

3 Then the second part is revenue

4 allocation. Once you've decided that they get that
5 50 million, how do you divide that up? How do you
6 decide that residential customers get 15 million of
7 it? That's revenue allocation, and that's one of

8 the things we're going to talk about today. And

9 those are issues 21-A and 21-B in the issues list.
10 The third part is once you've used rate
11 design, once you've decided that the large power
12 class gets a $10 million increase, how do you
13 design the rates, the energy charge, the customer

14 charge, the demand charges to collect just that

15 amount of revenue requirement?

16 So there's the revenue requirement, the
17 revenue allocation and then the rate design. The
18 first part I'm going to talk about is revenue

19 allocation.

20 In order to determine the revenue

21 allocation, what you do is you rely on class cost
22 of service studies. And there's four of them in

23 this case, one by KCP&L, one by Division of Energy,
24 the Staff and the industrials.

25 Noticeably, there's no OPC study in this
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1 case. That's because the Staff's study is so

2 beneficial to them that they didn't even do their

3 Oown.

4 But the revenue allocation —- or the class
5 cost of service study goes in and it looks at every
6 item of the company's finances. It looks at their
7 revenues. It looks at their investments. It looks
8 at their —-- all their costs and tries to allocate

9 those to all the various classes.
10 Given the amount of investment in

11 production and the power plants, that's always the

12 biggest issue, and that is what separates the

13 parties in this case.

14 So are the implications of your decision?
15 This step is the most immediate way that you

16 determine the competitiveness of KCP&L's industrial
17 rates.

18 I have here a quote from an Empire case.

19 As you said there, Nothing that —-- these

20 competitive rates are very critical. If you put

21 too much cost on industrial rates, industrial

22 customers will leave. You won't be able to attract
23 any other industrial customers.

24 What this has the effect of doing, it

25 narrows the number of kilowatt hours you can spread
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cost around and causes everybody's rates to go up.
So be very mindful of the decisions you make here
because if you put too much cost on industrial
customers, industrial customers will leave and
everybody will suffer for that.

So what are the results in this case? As
mentioned, there were four studies performed in
this case, and I've given you the results of these
studies here. And you'll see —— I hope you'll see
and I'll point out later that Staff's methodology
is certainly the outlier. You see a KCP&L study, a
DOE study, an MIEC study. And all of them show
that residential rates are below cost, that
residential service 1s being subsidized.

Staff's methodology, though, completely on
the opposite end of the spectrum. And this is why
I say OPC didn't do their own study. They're
perfectly happy with the Staff's study. So those
are the results of the study.

So how do you —-- how do you decide which
study is best? Let's take them in order. First, I
want to talk about Staff's flawed BIP method.

Staff stated in its opening statement that
some party applauded its BIP method. That one

party that applauds it is OPC, as I mentioned.
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1 I'll show you that no other party uses this. No

2 other State Utility Commission uses this

3 methodology. No other utility uses this

4 methodology. And every customer other than OPC in
5 this case has rejected this methodology.

6 So how does the BIP method work? What the
7 BIP method tries to do, and it's very complex, it

8 tries to look at every production plant. So Wolf

9 Creek, Montrose, Lacine, every plant that KCP&L

10 has, and it ties to say, this is purely a base load
11 plant, this is purely an intermediate plant, and

12 this 1s purely a peaking plant.

13 And then it says for all the base loads

14 plants, we're going to allocate that purely on the
15 basis of energy. Intermediate plants purely on the
16 basis of 12 CP demand and peaking plants

17 differently. So it attempts to look at every

18 different methodology.

19 And here's a quote from Mr. Brubaker's
20 testimony talking about how that's done. The
21 problem we see, one of the problems is it attempts
22 to say that all base load plant is allocated on the
23 basis of energy. Well, if this was true, wouldn't
24 all future generation be wind generation if the

25 only thing you're looking at is the ability to
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1 produce energy that demand is not important, all

2 you would build is wind?

3 And we know that's not the case. We know
4 that demand is important. So you can't use just

5 energy for base load plants. There has to be some
6 consideration of demand.

7 So why is Staff's model flawed? 1In

8 reaching this conclusion, I want you to know that
9 this is a universal conclusion. As I said, State
10 Utility Commissions, other parties and other

11 utilities have all rejected it.

12 Here are the results. Just look at the

13 residential results. And as I said, the Staff's
14 methodology leads to it's own unique position.

15 In the Ameren case, this happened as well.
16 And what did Ameren say? Ameren's own witness

17 said, quote, It is clear Staff's analysis is an

18 outlier when compared to the other studies.

19 So here's a utility company saying Staff's
20 methodology is an outlier. What did Empire say
21 when faced with the same thing? Quote, The Staff
22 also uses a method that is arbitrary and suffers
23 from incorrect assumptions and arbitrary
24 weightings.
25 Two utilities saying this thing is flawed.
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1 And you can see here by the results, by the

2 outlying nature of the results, it's flawed.

3 Second, Staff's BIP methodology is flawed

4 because it's no longer applicable in this day and

5 age. Previously, power plants may have been built
6 for being base load, intermediate and peaking

7 plants. That is no longer truly the nature of

8 generation anymore.

9 Perhaps now, power plants are —-— are

10 dispatched into the SPP and all power that KCP&L

11 needs is bought from the SPP. So you don't know

12 when you turn on your lights whether you're getting
13 energy from a base load plant, an intermediate

14 plant or peaking plant.

15 This energy with the SPP IM, energy 1is

16 truly fungible. So it's not appropriate to say

17 that we're going to allocate certain types of power
18 plants and certain types of methods. And a lot of
19 parties have said this.
20 Here's a DOE statement from Mr. Schmidt —-
21 or Dr. Schmidt's testimony saying that the BIP
22 methodology isn't applicable in the SPP Integrated
23 Marketplace.
24 KCP&L, who used to do this same
25 methodology and has since rejected it, says the
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1 same thing. It's no longer applicable. Quote, The

2 recent transition of the SPP to an integrated

3 marketplace with centralized dispatch has raised

4 some concerns about the BIP allocator.

5 I believe the integrated marketplace

6 change impacts the suitability of BIP method as

7 production allocator.

8 So I told you Ameren and Empire have

9 rejected this methodology. Here's KCP&L that

10 previously used it, and now they're rejecting it.
11 KCP&L of Kansas said the same thing. It

12 has become increasingly difficult to make this

13 assignment to base load, intermediate and peak

14 given the way we expect to utilize and plan our

15 generation assets in light of the SPP integrated

16 marketplace. It doesn't work anymore. Third

17 flaw, it fails to recognize demand. And this is a
18 critical part of the case. In order to understand
19 this issue, you have to understand the distinction
20 between energy and demand.

21 If you don't understand that, you're not

22 going to get this issue. Production plants are

23 built to meet the instantaneous peak. What is the
24 highest peak at that moment in time? That's

25 demand.
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1 Energy is how much do you use over a
2 period of time? How much electricity are you using
3 in kilowatt hours over the course of a hour? It's
4 kind of like a garden hose. How much water can you
5 put there through at a period of time. How much
6 can blast through at a moment.
7 Production plants are built to meet the
8 peak, not how much energy is used over a month. So
9 Staff's methodology is overwhelmingly reliant on

10 energy usage. It doesn't look at peak. And that's
11 one of the biggest flaws. And that's been stated

12 by everybody.

13 DOE in this case, Peak demand should be

14 used to allocate demand related production and

15 transmission costs.

16 Empire again, The BIP method incorrectly

17 assumes that all the capacity costs of base load

18 plants are incurred solely to meet the base load

19 energy requirements; that is, all capacity has some
20 component of cost that is caused by the need to

21 meet peak load reliably. The BIP method does not

22 reflect this cost causation principle.

23 And Mr. Brubaker for MIEC, All plants

24 contribute to meeting peak demands, and the failure
25 to allocate the fixed costs associated with base
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1 load plants on a measure of peak demand is faulty.
2 So that's the third problem with the BIP.
3 Fourth problem, it penalizes efficiency.
4 Large commercial —-- large industrial customers use
5 the system in an efficient manner. They get more
6 energy for every —- every kilowatt of demand they
7 put out —-- they require so that they're using the
8 system in an efficient manner.
9 Staff then turns around and uses this

10 methodology to penalize them for using it

11 efficiently. They help the residential customers

12 that use it inefficiently, cause peaks with air
13 conditioning to the detriment of the large

14 industrial customers that use it efficiently.

15 So what does this all lead to? Given all

16 of these flaws, you shouldn't be surprised to find

17 out that virtually every state has rejected this.

18 I was realizing during KCP&L's cross to

19 Dr. Woolridge that the Commission is wvery cognizant
20 of what other states do with return on equity. You
21 apply a zone of the reasonableness and look at what

22 other states do.

23 Wouldn't it make sense i1f you did the same
24 thing in regard to this issue? Don't you want to
25 know what are other states doing on this?
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To the extent you adopt Staff's
methodology here and cause industrial rates to go
up and other states don't to it, you're putting
Missouri at a competitive disadvantage. You're
killing Jjobs in Missouri by pushing these
industrial customers away.

So as Mr. Brubaker said, given all these
flaws, the BIP methodology has never caught on.
The BIP method never caught on and is only
infrequently used in regulatory proceedings. The
BIP method is certainly not among the frequently
used mainstream cost allocation methodologies and
lacks meaningful precedents for its use.

So done trashing Staff's methodology.
There are three more left. You see here I've taken
them out of the column. We're down to three. So
what are we going to look at now?

Well, KCP&L has the peak and average
methodology. I won't spend a lot of time on this
because Mr. Downey addressed it. The Commission
has already considered this recently.

The Commission said it double counts
energy and it doesn't account for demand. So the
Commission has rejected it out of hand. So we

think you should reject the KCP&L methodology in
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1 this case, too.

2 That leads to you —-—- to two results with

3 two different methodology. You have the MIEC

4 method which uses the A&E, average and excess. You
5 have the DOE method which relies upon 4CP. You

6 could see here the results are pretty comparable.

7 Am I -— MI -- or MECG has historically

8 supported the A&E methodology, and we continue to

9 do so in this case. So let's talk about the A&E

10 methodology.

11 What Mr. Downey told you is correct. Most
12 of the utilities use the A&E methodology. And in
13 this area, Ameren uses 1t and West Star and Kansas
14 all use the A&E methodology for allocating

15 production costs.

16 What about other states? I'm not going to
17 read you all these quotes. There's a bunch of

18 them. But I'm giving them to you so can you look
19 at them. Here's a quote from Illinois adopting it,
20 Louisiana, Oklahoma, Texas, Colorado, District of
21 Columbia, FERC and Hawaii. And that was just the
22 research that I did last night.
23 These are all states that have used the
24 A&E methodology. I couldn't find any that used
25 Staff's methodology. I couldn't even find other

MIDWEST LITIGATION SERVICES

www.midwestlitigation.com Phone: 1.800.280.3376 Fax: 314.644.1334



EVIDENTIARY HEARING - VOLUME 11 2/22/2017
Page 869

1 utilities that used it.

2 So the other thing about Staff's —-- or the
3 MIEC A&E methodology, it properly recognizes demand
4 and energy. I told you that's a critical

5 distinction in the MIEC methodology.

6 The name says 1it. Average and excess.

7 The average piece 1s energy. The excess piece 1is

8 peak. It recognizes both components of how

9 customers use the system.
10 So where does that leave us? Here's the
11 MIEC recommendation. You can see here 1t shows
12 that residential rates are currently subsidized.
13 Given the interest of gradualism, we're
14 not pushing to move all the way to cost based rates

15 immediately. Instead, Mr. Brubaker simply

16 proposes, Let's go 25 percent of the way.

17 The Commission did that in the Empire
18 case. It hasn't caused a big problem. So he
19 proposes to remove 25 percent of the residential

20 subsidy. That would impose 14 and a half million

21 dollars in residential rates, which is 3.7 percent
22 over and above what they would —- they would get in
23 the average system increase in this case. So

24 that's the proposal, 25 percent of the

25 residential subsidy.
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1 I should tell you there's another issue

2 out there. I'm not going to spend any time on it.
3 There's an issue regarding how to allocate

4 distribution costs. Large customers, generally

5 industrial customers don't use distribution costs
6 or they don't have to use a lot of them.

7 They don't have transformers in the

8 smaller line. So to the extent that distribution
9 costs are allocated to large customers, that's
10 worrisome. Mr. Brubaker can talk about that

11 further.
12 Second part, we've talked about revenue

13 allocation. The last part is how do you design the

14 rates to recover that revenue requirement?

15 There's an issue in this case. Mr. Brubaker

16 sponsored a rate design issue for LPS and LP. And
17 all this issue 1is designed to do is collect —-—

18 collect costs in the way that costs are incurred.
19 Properly constructed rates should collect
20 all variable costs through energy charges, that 1is,
21 if you're using more energy, you're causing them to
22 increase variable costs.

23 So let's collect those variable costs

24 through energy charges. To the extent that energy

25 charges control fixed costs, you're penalizing high
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1 load factor customers.

2 And here you can see the nature of the

3 problem. KCP&L average variable costs are 2.0 to

4 2.1 cents per kilowatt hour.

5 But if you look at the tail block for the

6 LP class, and it's collecting 2.4, 2.6 center per

7 kilowatt hour. LGS class 1s even worse.

8 So what you have is these energy charges

9 are collecting a significant amount of fixed costs.
10 That's backwards. And like I said, it's
11 detrimental to large industrial customers with high
12 load factor that's using the system in a productive
13 manner and in an efficient manner.
14 So how do we fix 1it? Collect more of the
15 revenues through the demand charges and through the

16 customer charge. And to get to that point,

17 Mr. Brubaker has a solution, pages 28 to 33 of his
18 testimony.

19 You don't put any increase on the tail

20 block. You collect more of it in the demand

21 charges. And he can tell you more about that.

22 And this isn't anything novel. I don't

23 know why it's an issue in this case. In the last
24 three KCP&L cases, we've done this. In the last

25 Empire case, we've done this. All approved by the
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Commission.

So trying to fix rates so that fixed are
collected in demand charges and variable costs are
collected in energy charges isn't a novel concept.
I'd ask you to inquire more with him. I have
nothing further. Thank you.

JUDGE PRIDGIN: Any Bench questions?

CHAIRMAN HALL: No gquestions. Thank you.

JUDGE PRIDGIN: Mr. Woodsmall, thank you.

MR. WOODSMALL: Thank you.

JUDGE PRIDGIN: I don't see Brightergy,
City of Kansas City. Mr. Coffman, CCM?

OPENING STATEMENT
BY MR. COFFMAN:

MR. COFFMAN: May it please the
Commission. I will be brief. The Consumers
Council of Missouri is essentially in line with the
rate design recommendations of the Office of Public
Counsel.

On the cost allocations among the classes,
I think I —-——- I need to say something to disagree
with my friend, Mr. Woodsmall to a certain degree.
The BIP plan is not some discredited relic from the
past. It's a valid methodology.

You can ——- you can check the —-- the NARUC
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1 cost allocation manual. It is —-- and it is not a

2 method that has been consistently rejected by other
3 states.

4 I'm personally aware that —-- that in the

5 state of Texas, BIP is increasingly adopted by the

6 Commission there. It is a method that often and

7 depending on the particulars is better for the

8 residential class and other classes.

9 And I think you have to just acknowledge
10 and you can see through the various studies here
11 that cost allocation is as much an art as a
12 science. And there are —-- there are aspects of
13 these cost allocation studies that are very
14 controversial. And earnest and honest and experts
15 can pick from a wide range of choices and

16 methodologies to allocate these things.

17 The results here are not out of line and

18 do not justify doing anything other than equal

19 percentage application of any rate increase in this

20 case. So we support the Staff's study and the

21 Office of Public Counsel's perspective on this.

22 And I think, as well, on the public policy

23 aspects, certainly, undue increases on large

24 industry customers can have negative effects, both
25 for economic development and for other classes in
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1 some instances.
2 But taking money away from household
3 energy users can also have a negative impact. And
4 there are a lot more residential households.
5 You're taking —-- 1f you unjustly apply a rate
6 increase to the general body of residential
7 customers, you're taking away money that would
8 otherwise be discretionary income that would be
9 used to stimulate the economy. And a lot of folks

10 simply don't even have that. So please balance the

11 interests of the various customer classes.
12 Within the residential class, Consumers
13 Council of Missouri believes strongly in keeping

14 the customer charge, the fixed portion of the bill

15 low.

16 This may be perhaps our —-—- our biggest

17 issue. And it's our biggest issue because that's
18 what we hear from the members and from the public.
19 And I think you —-- the record includes some of that

20 sentiment through the local public hearings that
21 you were so good to go schedule and to go and to

22 listen to people.

23 So once you have —-- have debated and
24 considered the cost causation, rate design then
25 applies, you know, a variety of other public policy
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1 considerations.

2 You heard earlier the compelling reasons

3 why keeping the fixed part of bill low and the

4 energy —- applying increase in the energy portion
5 encourages energy conservation, which then also is
6 good for —--— for everyone.

7 It also generally protects low income

8 users, load users, super conservers, apartment

9 dwellers, a preponderance of older consumers. SO
10 you're protecting vulnerable customers.
11 And I would urge you just to consider
12 public sentiment. Public acceptance is one of the

13 bond bright principles of rate making. And I think
14 it's fair for you to —-— to look at the record and
15 to realize that there is importance in not

16 increasing the fixed portion of the bill.

17 And we've heard from many customers who

18 not only —-—- who —- who may even be better off, so
19 to speak, because they're a high end user with a
20 low fixed customer charge. But those customers

21 find the lower fixed cost type of rate-making more

22 appealing to them because they know that they have

23 more control.
24 Their bill each month is a direct result
25 of their conservation efforts, and they get a
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1 greater reward for the conservation efforts that
2 they engage in.

3 So just apart from even environmental

4 interests, just the sense of customer control is

5 important. And I'll leave it at that. Thank you.

6 Any questions?

7 JUDGE PRIDGIN: Bench questions?

8 CHATIRMAN HALL: No, thank you.

9 JUDGE PRIDGIN: Thank you. Sierra Club?
10 OPENING STATEMENT

11 BY MS. ROBERTS:

12 MS. ROBERTS: Good afternoon. May it

13 please the Commission. My name is Casey Roberts,
14 and I represent the Sierra Club along with Henry

15 Robertson.

16 Sierra Club is a national non-profit with
17 nearly 9,000 members in Missouri. We regularly

18 engage 1in public utility proceedings to ensure that
19 utility resource planning decisions fully

20 incorporate a range of cost effective resources,

21 including energy efficiency and renewable energy.
22 The residential rate design issues that

23 Sierra Club has raised in this case are another

24 important tool that this Commission has to keep

25 utility costs from rising by encouraging
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1 conservation and customer investments in energy

2 efficiency and distributed generation.

3 Sierra Club has filed both direct and

4 surrebuttal testimony jointly with Renew Missouri

5 in this case authored by our witness, Douglas

6 Jester, and offered as Exhibits 400 and 401.

7 That testimony is concerned with three

8 residential rate design issues. First, KCP&L's

9 increase to the fixed customer charge. Second, a
10 residential inclining rate block structure proposed

11 by the Division of Energy. And third, the need to

12 shift to time of use rates.

13 As you've already heard plenty this

14 afternoon about some of these issues, I'll try to
15 be brief. Sierra Club joins at least five other

16 parties who oppose any increase in the fixed

17 customer charge for residential customers.

18 High fixed charges are both regressive and
19 antithetical to encouraging energy efficiency.

20 Moreover, this Commission has previously recognized
21 that high customer charges take away customer

22 control of their billing as Mr. Coffman was just

23 describing. That is a value in rate design, public

24 acceptance that is well-established as part of the

25 things that have been recognized by this
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1 Commission.

2 In addition, high customer charges reduce

3 the portion of the bill that can be used to

4 incentivize customer to consume less electricity or
5 to shift when they consume that electricity.

6 This Commission has repeatedly expressed

7 interest in exploring inclining block rates and

8 times of use rates, which Sierra Club strongly

9 agrees with. But as that portion of the bill

10 shrinks, so does the Commission's ability to

11 achieve key policy objectives using innovative rate
12 designs.

13 On declining block rates, this case is

14 certainly not the first time the Commission has

15 considered whether to move away from declining

16 winter block rates and towards summer inclining

17 block rates.

18 There's extensive testimony in this case

19 to support such a move, which we believe 1s long
20 overdue.
21 Sierra Club and Renew Missouri filed
22 direct and surrebuttal testimony of Mr. Douglas
23 Jester on the issue of moving KCP&L's residential
24 rates towards inclining block rates.
25 Mr. Jester notes that doing so better
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1 reflects cost causation relative to flat or

2 declining block rates and that higher levels of

3 energy usage that generally come with higher energy
4 and capacity costs are charged at a higher rate.

5 Mr. Jester also describes policy benefits

6 of moving towards inclining block rates. Doing so
7 promotes fairness for low use customers and creates
8 incentives for conservation.

9 As this Commission noted back in 2012,
10 declining block rate does not send a proper price
11 signal and tends to encourage the excessive
12 consumption of electricity. And that was the

13 Commission's report and order in ER-2012-0166 at

14 pages 111 to 112. It is long past time for KCP&L

15 to move past to this rate design.

16 In his surrebuttal, Mr. Jester describes

17 the expected reductions and overall energy usage

18 and peak period energy usage that can be expected
19 as a result of the block rates proposed by Division

20 of Energy witness, Mark Hyman. And Mr. Antal had

21 those in his —- his Powerpoint and hand-out

22 earlier.

23 But, briefly, Mr. Jester calculated that
24 over the short-term. Energy usage for residential
25 customers would decline by .88 percent and energy
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1 usage in the peak month of August would decline by
2 almost 2 percent.

3 These kind of energy reductions can result
4 in substantial savings for all customers by

5 reducing the amount of utility infrastructure

6 needed and the high -- the amount of high cost

7 energy generation and purchase needed in the summer
8 months.

9 Sierra Club specifically supports the

10 block rate structure as proposed by witness Martin
11 Hyman, which make a gradual transition to inclining
12 block rates in the summer and reduces the degree to
13 which rates decline in the winter.

14 These proposed rates would limit bill

15 impacts to 5 percent —-- to no more than 5 percent
16 for the 95th percentile residential customers;

17 thus, avoiding rate shock.

18 The Commission has a choice in this case

19 between the company's current rate design, which is
20 flat in the summer and declines in the winter and
21 that's proposed by the Division of Energy.
22 The company's rate design does nothing to
23 incentivize customers to use less electricity while
24 Division of Energy's rate gradually budges
25 customers to conserve.
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1 The company's rate design adversely

2 affects low income users while DE's rate design

3 would lessen those impacts.

4 The Commission has the opportunity to

5 choose a rate design for residential customers

6 that better reflects cost causation and will create
7 incentives for customers to incent in energy

8 efficiency.

9 In addition, the company mentioned earlier
10 that they are currently studying alternatives for
11 residential rate design. And I agree with the

12 statement of Mr. Antal that the perfect should not

13 be the enemy of the good in this case.

14 Adoptinginclining block rates with very

15 gradual transition here does not prevent the —- the
16 company from coming back after it's completed its
17 studies to suggest tweaks and minor improvements,
18 to address stakeholder concerns of the residents or

19 data that's been developed.

20 But the idea that studies are ongoing,

21 there's not reason to avoid selecting what are

22 otherwise just and reasonable rates.

23 Finally, Sierra Club urges the Commission

24 to order KCP&L to propose a broadly available time

25 varying rate option for residential customers in
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1 its next rate case which will provide incentives
2 for customers to chip usage away from on-peak

3 periods.

4 Mr. Jester's testimony describes how time
5 varying rates better reflect cost causation than
6 the company's current rate design, how such rates
7 can create powerful incentives for peak load

8 reduction and how low income customers are likely
9 to fair better under a time varying rate.
10 KCP&L is currently required to complete a
11 study on time varying rates by September of this
12 year, and we very much look forward to evaluating

13 the results of that study.
14 And we also heard just after the lunch

15 break that KCP&L has about an 85 percent deployment

16 of advanced metering infrastructure for residential
17 customers.

18 As such, the utility is well-positioned to
19 propose time varying rates incorporating the

20 lessons learned through that study and stakeholder

21 input into its next case.

22 The Legislature's goal in MEEA can be

23 achieved most cost effectively with rate design
24 supports rather than undermines the goal of peak
25 reduction and overall energy usage reductions.
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As such, Sierra Club urges this Commission
to make sure that well-designed, broadly available
time varying rates for residential customers be
proposed without delay.

If the Commission determines that further
study or stakeholder processes would be
appropriate, then the parameters of such studies or
stakeholder processes should be detailed to ensure
that they produce the information needed by the
Commission to determine what form of time varying
rates are just and reasonable and will most
effectively create peak load reductions for all
KCP&L customers. Thank you, and I'm happy to take
any questions you may have.

JUDGE PRIDGIN: Thank you. Bench
questions?

CHAIRMAN HALL: Thank you.

COMMISSIONER STOLL: No, thank you.

JUDGE PRIDGIN: Thank you. Opening from
NRDC?

MR. ROBERTSON: No, your Honor.

JUDGE PRIDGIN: Thank you. Renew
Missouri?

MR. LINHARES: Judge, given that our

position 1is substantially similar to Sierra Club
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1 and in the interest of time, I'll remit my time.
2 JUDGE PRIDGIN: Mr. Linhares, thank you.
3 And I don't see Ameren Missouri. All right.
4 Anything further before we go on, I guess, to
5 Ms. Miller?
6 All right. Ms. Miller, if you'll come
7 forward to be sworn, please. If you'll raise your
8 right hand to be sworn, please.
9 MARISOL MILLER,
10 being first duly sworn to testify the truth, the whole
11 truth, and nothing but the truth, testified as follows:
12 DIRECT EXAMINATION
13 BY MR. FISCHER:
14 JUDGE PRIDGIN: Thank you very much. You
15 may have a seat. And, Mr. Fischer --
16 MR. FISCHER: Thank you, Judge.
17 0 (By Mr. Fischer) Please state your name
18 and address for the record?
19 A Marisol Miller, 1200 Main Street, Kansas
20 City, Missouri.
21 Q Are you the same Marisol Miller that
22 caused to be filed direct testimony, which has been
23 marked as Exhibit 136, and rebuttal testimony,
24 which has been marked 137, and surrebuttal
25 testimony, which has been marked 138 in this
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proceeding?

A Yes, I am.

Q Do you have any contributions or changes
that we need to make to those pieces of testimony?

A No, I don't.

Q If I were to ask you the questions that
are contained in the written testimony, would your
answers be the same today?

A Yes, they would.

Q And are they true and accurate to the best
of your knowledge and belief?

A Yes.

MR. FISCHER: Judge, with that, I would
move for the admission of Exhibits 136, 137 and 138
and tender the witness for cross.

JUDGE PRIDGIN: All right. Any
objections? 136, 137 and 138 are admitted into
evidence.

(KCP&L Exhibit Nos. 136, 137 and 138 were
offered and admitted into evidence.)

JUDGE PRIDGIN: Cross—-examination,
Division of Energy?

MR. ANTAL: Yes, Judge.

CROSS-EXAMINATION

BY MR. ANTAL:
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1 0 Good afternoon, Ms. Miller.

2 A Hello.

3 Q How are you?

4 A I'm doing well. Thank you.

5 Q Did I read correctly that this is your

6 first time testifying before the Commission?

7 A That's correct.

8 Q Great. Thank you. I didn't mean —— I

9 wanted to ask you some questions about your

10 testimony.

11 But before I get into that, there was a

12 statement made by Mr. Fischer in his opening

13 statement that I wanted to ask you. Maybe you

14 could provide some clarification.

15 Mr. Fischer said that there were some

16 ongoing studies that the company was performing,

17 which he said was a basis for not implementing the
18 Division of Energy's rate design proposal in this
19 case. Do you remember him making that statement?
20 A I do.
21 Q Okay. I was wondering if —- if you know,
22 was Mr. Fischer referring to the rate design study
23 that KCP&L Greater Missouri Operations agreed to as
24 a —— as a part of a Stipulation in its last general
25 rate case?
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1 A I believe he was 1in part, yes.

2 Q Okay. Then is it your understanding that
3 that study is evaluating inclining block rate

4 designs?

5 A That's one of the rate design

6 considerations, yes.

7 Q Okay. Thank you for that clarification.

8 If you could turn to page 6 of your direct

9 testimony.

10 A I'm there.

11 Q In particular, I'm interested in your Q

12 and A, lines 1 through 6. Is it your testimony

13 that the purpose of the company's class cost of

14 service study is to assign or allocate each

15 component of cost in order to determine the

16 contribution of each customer class?

17 A That is the purpose of the class cost of
18 service. One purpose, yes.

19 Q Okay. And did the company use a —-— a test
20 year, 12 months ending December 31st, 2015, with no
21 measurable updates through December 31st, 20167
22 A Yes. That's correct.
23 Q Okay. Based off those responses, is it a
24 fair statement that the purpose -- that a purpose
25 of the company's class cost of service study is to
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1 assign test year level costs to the various classes
2 and rates in order to ensure the company collects

3 its desired revenue requirements?

4 A During the true-up period, yes.

5 Q Okay. Thank you. Is the company's class

6 cost of service study designed to achieve any

7 specific public policy goals?

8 A I think I know where you're going. If

9 you're going to cost causation, then, yes, that is
10 a consideration in our class cost of service study.
11 Yes.
12 Q Okay. 1Is it intended to address public
13 policy goals such as energy efficiency?
14 A I wouldn't say it would exclude it.
15 Q Okay. But it's not specifically designed

16 to encourage it?

17 A In and of itself, I wouldn't say that.
18 Yeah. No.

19 Q Okay. If you could turn to page 14 of
20 your testimony. I'm looking at Q&A starting on
21 line 10. It states that, To achieve the

22 jurisdictional revenue increase of 10.8 percent,
23 the classes should be adjusted by percentages in
24 the table below. Do you see that?

25 A I see 1it.
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1 Q And for the residential class, it says

2 that it should be adjusted by 20 percent; is that

3 correct?

4 A That is correct. That's what it says.
5 Yes.

6 Q Okay. And this is the result of the

7 customer —-— the company's class cost of service
8 study?

9 A Yes.
10 Q Okay. However, isn't it the company's

11 position that every customer class should receive
12 an equal percentage increase of 10.8 percent in

13 this case?

14 A Yes. That's what we're proposing.

15 Q So the company is deviating from its class
16 cost of service study results?

17 A The class cost of service study is a data
18 point that we use for rate design purposes. One

19 data point.
20 Q Okay. Okay. Thank you. If you would
21 turn now to your rebuttal testimony, and if we

22 could jump to page 14. And you state there

23 starting on line 12 that, The company's current
24 class cost of service study supports an increase to
25 the monthly residential customer charge —-- charge
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1 of six —— to $16.68. And that's from the current
2 customer charge of $11.88; is that correct?
3 A That's correct.
4 Q Okay. And —-- but it's the company's

5 position that the customer charge should be raised
6 to $13.18; is that correct?

7 A Applying an across the board increase,

8 yes, that's what it would be.

9 (0] So this is another instance where the
10 company is deviating from its class cost of service

11 study?

12 A And we considered more than one data point
13 in that decision. Yes.

14 Q Okay. Also, on page 14, you state that,
15 The company's rate design places fixed costs

16 associated with facilities and demand into the

17 first block energy rate so that all customers pay

18 these costs; is that correct?

19 A That's what it says. Yes.

20 Q Okay. The fixed cost that you reference

21 in that statement, are these specifically test year
22 fixed costs?

23 A Yes, they would be.

24 Q Okay. Turning now to page 15, if I can

25 find it. If I can find it. You state on page 15
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that Division of Energy's rate design creates a
consumption disincentive; is that correct?

A Yes.

Q Okay. I wondered if you could tell me
what the difference is, if there is any, between a
consumption disincentive and an efficiency
incentive.

A I don't know. Why don't you define
efficiency inventive for me, and I can tell you if
they're different or not.

Q Well, let's say for purposes of this
example that efficiency incentive is a rate design
that encourages a customer to use less energy.

A Okay.

Q Based off that understanding of efficiency

incentive, is there any difference between a

consumption disincentive and a —— an efficiency
incentive?
A There is. From —-- from my perspective,

consumption and disincentive, what I was referring
to was just less, not necessarily a —— not
necessarily Jjust maybe a ——- a different way of
using energy.

Q Okay. If you could turn now to your

surrebuttal. And if you could jump to page 6.
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1 And I'm looking at the Q&A starting on line 11.
2 Are you there?
3 A I am there.
4 Q Okay. You state in response to OPC's
5 recommendation that applying a customer-related
6 cost to the energy charge when that cost would more
7 appropriately be recovered through the customer
8 charge would violate this principle. 1Is that your

9 testimony?
10 A I don't think that's my testimony. I
11 don't read it that way at all. Can you repeat your
12 question, please?
13 (0] Sure. I'll -- I'll read it verbatim from
14 your testimony. Starting on line 14, you say, An
15 overall principle in rate design is cost causation.

16 Nothing in any of the studies offered indicates

17 increases in costs are limited to energy and

18 customer related costs have remained unchanged.

19 You then say, Applying a customer-related
20 cost to the energy charge when that cost would more
21 appropriately be recovered through the customer

22 charge would violate this principle.

23 A Yes.

24 Q Okay.

25 A I understand what you said. What was your
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1 question again, please?
2 Q Let me find it. Based off this response,

3 wouldn't you agree that the company deviated from

4 this cost causation principle when it proposed the
5 customer charge below its class cost of service

6 fully allocated customer charge?

7 A No. ©No. My intention in saying what I

8 said here was the —- my understanding of a proposal
9 of putting any customer related costs to the energy

10 charge.

11 Q Okay. If the —— in your opinion, is it
12 ever appropriate to deviate from a class cost of
13 service study results in order to make

14 considerations not included in a class cost of
15 service study?

16 A I would say yes.

17 Q Okay. Page 7?

18 A Still surrebuttal.

19 (0] Yes. Still surrebuttal.

20 A Okay.

21 Q Starting on line 14, you state that there
22 has been no rate design effort to isolate the

23 demand related charges to the first energy block.
24 Is that your testimony?

25 A Yes.
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1 Q Okay. Now, I'm slightly confused and
2 wondering if you might be able to provide some
3 clarification because on page 14 of your rebuttal

4 testimony, lines 21 through 23, which we just went

5 over, you stated that it is a means to recover any
6 remaining fixed costs of facilities and demand

7 costs, rate designers place those costs in the

8 first blocks of the energy rate structure.

9 So was there or was there not a —- an
10 intent to place demand costs in the first block
11 energy charge?
12 A This says first block. So first two of
13 three.
14 Q All right. First two of three. Thank you
15 for that clarification. So then on page 8 -- you
16 started on the last sentence of page 7 going on to

17 page 8, you state that customers only pay for a

18 portion of their demand costs as a result of these

19 coasts being comingled with all other costs in the
20 energy charge, correct?

21 A Yes. That's what it says.

22 Q All right. And referring to the energy

23 charge in that statement, did you mean the first

24 block energy charge or all block energy charges?

25 A I don't think I specified in testimony.
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Q Okay. Were you —--— if you didn't specify,
were you referring to any particular block or
blocks?

A I wouldn't have been limiting it to just
the first block, 1f that's your question.

Q Would you be referring -- limiting it to
the first two blocks?

A I would probably say the grand bulk is in
the first two blocks, but I probably wouldn't even
limit 1t there.

Q Okay. Also on page 8, you state that with
the two-part rate design and no precise way to
recover demand costs, demand charges are spread
across all customers via the energy charge. Again,
in that instance, are you referring to any
particular block or blocks?

A Not in that sentence, no.

Q Okay. Also, on page 8 starting on your
answer on line 16, you state that Mr. Hyman's bill
impact analysis was based on an extremely small
sample of residential customers.

A I'm sorry. I don't know where you are.

Q Okay. I'll find it for you.

A Are you on my surrebuttal?
Q

Yes. I'm on your surrebuttal.
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1 A Okay.
2 0 Line 16 and 17.
3 A And you're on what page?
4 Q Page 8.
5 A Okay. I'm there.
6 Q Okay. Okay. Do you agree that it's your

7 testimony that Mr. Hyman's bill impact analysis was

8 based on an extremely small sample of residential

9 customers?
10 A Yes.
11 Q Okay. Do you also state in that same
12 answer that Mr. Hyman's sample of residential
13 customers was not weather normalized?
14 A That's correct. That's —- as outlined in
15 his testimony, yes.
16 Q Okay.
17 MR. ANTAL: Judge, I'd like to mark an

18 exhibit. I believe I'm on 805.

19 JUDGE PRIDGIN: I'm going to have to look,
20 Mr. Antal. Just a moment, please. I'm seeing 800,
21 801 and 802 at the beginning of the hearing. And

22 I'm trying to find 803 and 804.

23 MR. ANTAL: Let's just start on 803 then.
24 JUDGE PRIDGIN: I think it would be 803.
25 If I'm wrong, we can fix the error later, but I
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1 think it's 803. Thank you.
2 MR. ANTAL: That's quite all right.
3 (Division of Energy Exhibit 803 was marked
4 for identification.)
5 Q (By Mr. Antal) Ms. Miller, I'll give you

6 this. It's a Data Request from the Division of

7 Energy to Kansas City Power & Light, if you would

8 familiarize yourself with that document.
9 JUDGE PRIDGIN: And, Mr. Antal, do you
10 have any idea how much more cross you may have for

11 Ms. Miller?
12 MR. ANTAL: Five minutes tops.
13 JUDGE PRIDGIN: All right. Thank you.

14 We'll probably take a break after you're finished.

15 MR. ANTAL: Sure.

16 JUDGE PRIDGIN: Thank you.

17 o] (By Mr. Antal) Ms. Miller, have you had
18 an opportunity to review the document that I've

19 handed you?

20 A Yes, I have.
21 Q Okay. Have you seen this document before?
22 A Yes, I have.
23 Q Okay. Then you understand that this is a
24 Data Request from the Missouri Division of Energy

25 to Kansas City Power & Light, in part, asking for

MIDWEST LITIGATION SERVICES
www.midwestlitigation.com Phone: 1.800.280.3376 Fax: 314.644.1334



EVIDENTIARY HEARING - VOLUME 11 2/22/2017
Page 898

1 the company to provide a weather normalized monthly

2 billing data in electronic format for a sample of

3 at least one-half of 1 percent for each of several
4 residential classes?

5 A Yes.

6 Q And you acknowledge that the first

7 sentence of the company's response is that weather

8 normalized monthly billing data by indiwvidual

9 customer does not exist?
10 A Yes.
11 MR. ANTAL: Okay. Judge, I'd like to

12 offer Exhibit 803 into the record.
13 JUDGE PRIDGIN: 803 has been offered. Any

14 objection? 803 is admitted.

15 (Division of Energy Exhibit 803 was
16 offered and admitted into evidence.)
17 MR. ANTAL: I would like to mark what will

18 be Exhibit 804.

19 (Division of Energy Exhibit 804 was marked
20 for identification.)

21 o] (By Mr. Antal) Ms. Miller, what I'm

22 handing you is a series of e—-mails, one of which
23 includes an e—-mail from you to the Missouri

24 Division of Energy. Will you please familiarize

25 yourself with that document?
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1 A Okay.

2 Q Starting about halfway down the page,

3 there is an e—-mail from you to a Ms. Barb

4 Meisenheimer, who I'll represent is a Manager in

5 the Missouri Division of Energy dated Thursday,

6 November 10th, 2016. Are you —— have you seen this
7 e—-mail before?

8 A Yes.

9 Q Did you compose this e—-mail?

10 A I wrote it. Yes.

11 Q Okay. And then you acknowledge that this
12 is an e—mail in response to a phone call regarding
13 Division of Energy's DR 6007?

14 A Yes. That's correct.

15 Q Which is the data request response that we
16 just showed you earlier?

17 A That's correct.

18 Q Okay. And you state, After noting DE's

19 concern with the limited sample size of 100 to 200
20 customers and wanting to ensure a full year's
21 usage, we, meaning the company, looked into
22 alternatives outside of our UI tool. What does the
23 UI tool stand —- stand for?
24 A It's our software tool that we use to
25 analyze our billed revenues and billing
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1 determinants.
2 Q Okay. You go on to say that Kim Ashbury
3 on the —— on the team was able to work with Billing
4 to identify a sample list of customers and do a

5 straight query from the CIS system that should be

6 —— that should meet your needs. Is that —-- is that
I accurate?

8 A That's what the e-mail says. Yes.

9 Q Okay. The phone call that you refer to,

10 was this a phone call that you had with Ms.

11 Meisenheimer regarding the sample size of DE's
12 requested billing data?

13 A Yes. I believe Martin Hyman was on the

14 call as well.

15 Q Okay .

16 MR. ANTAL: Judge, I'd offer Exhibit 804
17 into the record.

18 JUDGE PRIDGIN: Any objections? Hearing

19 none, 804 is admitted.

20 (Division of Energy Exhibit 804 was
21 offered and admitted into evidence.)
22 MR. ANTAL: Okay. Thank you very much,

23 Ms. Miller. I don't have any further
24 cross—-examination.

25 JUDGE PRIDGIN: Mr. Antal, thank you.
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1 This looks to be a good time to break. I don't

2 like to break in the middle of cross. But we've

3 been going for a couple of hours.

4 And let me just note, I think we have

5 about 15 or 16 more witnesses still set to appear

6 today, so we might be very well going into the

7 evening. I Jjust wanted to let you know in case you
8 need to make arrangements, play some catch up this
9 evening.
10 If there's nothing further, we will go

11 back of the record. We'll call this about a

12 15-minute break, end about 3:25. 1Is there anything
13 further from Counsel before we go off the record?
14 All right. Thank you. We will stand in recess

15 until 3:25.

16 (Break in proceedings.)

17 JUDGE PRIDGIN: Good afternoon. We are

18 back on the record. And when we went off the

19 record, Division of Energy had just completed its
20 cross—examination of Ms. Miller. Anything from

21 Counsel before we resume cross? Hearing nothing,
22 cross—examination, CCM? U.S. Department of Energy?

23 Sierra Club?
24 MS. ROBERTS: Yes, your Honor.

25 CROSS-EXAMINATION
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1 BY MS. ROBERTS:

2 Q Good afternoon, Ms. Miller. My name is

3 Casey Roberts. I'm Counsel for the Sierra Club,

4 and it's also my first time to appear before this
5 Commission, so we're in the same boat.

6 A Hello.

7 Q In your discussion with Mr. Antal a moment
8 ago, you testified that the class cost of service
9 study is one data point that the company considers
10 when deciding rates, correct?

11 A That's correct.

12 0 Likewise, the Commission can and does

13 consider factors other than cost of service and

14 cost causation when it revise rates, correct?

15 A Yes.

16 Q Okay. Are you familiar with this

17 Commission's order in KCP&L's 2012 rate case?

18 A Please refresh my memory.

19 Q Okay. I have a copy of excerpts of that
20 order, which I would like to hand to the witness if
21 that's acceptable.
22 JUDGE PRIDGIN: You may approach.
23 MS. ROBERTS: Thank you. And for
24 Counsel, this is the Commission's report and order
25 in ER-2012-0174.
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1 Q (By Ms. Roberts) And it is excerpts
2 that's just the page that we're going refer to.
3 A Okay.
4 Q Will you please read the paragraph
5 concerning the customer charge in that order? 1I'm
6 sorry. To be clear, will you please read it aloud?
7 A Okay.
8 Q You're very literal. You're a good
9 witness.
10 A Customer charge, OPC asks the Commission
11 that any increase in residential rates not apply to
12 the monthly customer charge. AARP and CCO MO
13 concur because volumetric charges are more within
14 the customer's control to consume or conserve the
15 volumetric rate is the more appropriate to
16 increase. Therefore, the Commission will order
17 that any increase in residential rates should not
18 apply to the monthly customer charge.
19 Q Thank you. So would you agree, Ms.
20 Miller, that another factor this Commission has
21 considered when reviewing rate design is the degree
22 of control that the customer has over his or her
23 bill~?
24 A Apparently, yes.
25 Q Okay. Thank you very much.
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1 MS. ROBERTS: I'd ask that the Commission
2 take official notice of its report and order in

3 ER-2012-0174.

4 JUDGE PRIDGIN: Any objections?

5 MR. FISCHER: No objection.

6 JUDGE PRIDGIN: The Commission will take
7 notice of that report and order.

8 MS. ROBERTS: Thank you.

9 o] (By Ms. Roberts) Ms. Miller, several

10 witnesses, including Mr. Jester for the Sierra Club
11 and renew Missouri, testified that higher fixed

12 charges and correspondingly lower energy charges
13 would dampen incentives for energy efficiency. Do
14 you recall that testimony?

15 A I recall that testimony. Yes.

16 Q Okay. Did you dispute in any of your

17 pre—-filed testimony that contention that higher

18 fixed charges would dampen incentives for energy
19 efficiency?

20 A I'm not sure I addressed that

21 specifically.

22 Q Okay. And higher fixed charges would tend
23 to increase bills for customers who use less than
24 the average, correct?

25 A Maybe.

MIDWEST LITIGATION SERVICES
www.midwestlitigation.com Phone: 1.800.280.3376 Fax: 314.644.1334



EVIDENTIARY HEARING - VOLUME 11 2/22/2017

Page 905

1 Q Okay. A customer who uses less than the

2 average amount of electricity -- so the —- a high
3 fixed charge and you reduce the energy charges

4 accordingly will result in no bill change expected
5 for the average customer; is that correct?

6 A Are you assuming no change in usage?

7 Q Assuming no change in usage.

8 A Okay. Repeat it all again to me, please.
9 Thanks.

10 Q Okay.

11 A Sorry.

12 Q Would you agree that when you increase the
13 fixed portion of the bill and reduce the wvariable

14 portion of the bill that low usage consumers will
15 tend to see an increase in their bills, all else

16 equal-?

17 A How much are you lowering the energy

18 charge and how much are you —-- how high are the

19 pricing changing?

20 o] Well, let's take the difference between ——
21 if KCP&L were to receive the revenue increase that

22 it has requested in this case but not change the

23 residential customer charge, the energy charge
24 would be higher for residential customers, correct?
25 A That's correct. Yes.
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1 Q Okay. And so would you agree that a
2 customer who consumes less -- a residential
3 customer who consumes less than your average would
4 see a greater bill increase with KCP&L's proposed
5 customer charge compared to if the customer charge
6 remained the same?
7 A Just those factors, yes.
8 Q Thank you. Are you familiar with the

9 direct testimony of Charlotte Krull, the witness

10 for the Division of Energy?

11 A I don't —-

12 Q Do you have a copy of that testimony?
13 A That would be helpful.

14 Q I can share that with you. This is my

15 copy, so I'll be flying blind here. But I think
16 we'll be okay.

17 A Thank you.

18 Q I've handed the witness a copy of the

19 testimony of Charlotte Krull, a witness for the

20 Division of Energy in this case which was direct

21 testimony. Ms. Miller, have you reviewed this

22 testimony previously?

23 A I'm not sure I have.

24 Q Will you confirm that it is —- was filed
25 in this case as direct testimony?
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1 MR. FISCHER: Judge, I think the record

2 will speak for itself on that. If the witness

3 knows, she can answer. But —-
4 A Yeah. I'm not sure that I have.
5 Q (By Ms. Roberts) Okay. Will you please

6 turn to page 15 of that testimony? And towards the
7 bottom of that page, Ms. Krull references an order
8 of this Commission. That's starting on line 11.

9 Would you please read starting on page 15, line 11

10 and continuing through page 16, line 2°?

11 A Weatherization and through rate structures
12 that encourages conservation. In its report and
13 order for Case No. 1 —- 18,626, the Commission

14 said, Rate design should encourage the efficient
15 use of energy and recognize and reward customers
16 who ——- who choose to conserve. Am I still reading?
17 Q Yeah. Through the next page, line 2.

18 A The Commission ordered a rate design

19 investigation, and in the order called the

20 declining block rate structure a promotional rate
21 structure that encouraged and rewarded consumption
22 and was and then an acronisym which fails to

23 rationally meet the changing circumstances which
24 have substantially increased the cost of electric
25 service.
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Q Okay. Thank you. Would you agree that in
this order as excerpted in Ms. Krull's testimony,
the Commission made clear that the impact of rates
on energy efficiency is a factor that it considers

in determining whether those rates are proper?

A I'd feel much more comfortable reading the
entire order to understand the context. But it
would appear so. Yes.

Q Understandable. Thank you very much. On
this page but still Page 15 of Ms. Krull's direct
testimony, at the top —— and you may want to review
page 14 as well for the context

But on that Page 15, Ms. Krull summarizes
data showing that low income households consumed
less electricity than did other households in the
Midwest. 1Is that a correct summary of the data
presented in Ms. Krull's testimony?

A I'm going to take your word for it. I'm
not sure, but that's what it says.

Q The figure at the top of page 15, will you
please describe what it appears to present?

A Electricity Consumption Midwest Users.

Q Okay. And does it have bars showing
energy consumption by different income levels by

households?
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1 A Yes.
2 (0] And does that chart tend to show a trend
3 between income and energy usage?
4 A Yes.
5 Q Okay. So there's a relationship in which

6 high income customers consume more electricity on

7 average than low income customers?
8 A That's what this says. Yes.
9 Q Okay. Thank you. Are you aware that

10 Mr. Jester, who testified on behalf of the Sierra
11 Club in his prefiled testimony also introduced

12 evidence showing that low income households tend to
13 use less electricity?

14 A Yes. I'm aware.

15 Q Okay. The company did not introduce any

16 evidence through your testimony or others disputing
17 that low income customers tend to have low energy
18 usage, correct?

19 A We did not.

20 Q Thank you. I have no further questions

21 regarding Ms. Krull's testimony. 1I'll get it back

22 from you later.
23 A Sure.
24 Q If you'd now turn to your surrebuttal

25 testimony at page 8, I'm going to have just a
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question following up on your discussion with

Mr. Antal earlier concerning your critique of
Martin Hyman's analysis of the bill impacts of his
proposed block rate structure.

Do you have —- the company provided the
data to Mr. Hyman that he used for his bill impact
and bill frequency analysis, correct?

A Yes.

Q Okay. Do you have any reason to believe
that that sample that he used was biased?

A I have reason to believe that it was
small.

Q Small. Okay. And the sample that he used
was based on 1.5 percent of residential customers,
correct? I believe that's what you state on page 8
of your surrebuttal testimony, line 17?

A Yeah. But, apparently, as I'm reading the
DR, it looks like it's even less. It's .5, it
looks like.

Q I believe when you refer to the DR, you're
talking about —-

A The one that I was just handed.

Q Back of my desk. It was Exhibit 803, T
think?

A We Jjust had .5 was the original DR.
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1 Q Yeah. Would you agree as —— 1is it your

2 recollection that that initial DR from the Division
3 of Energy did not yield a response and that there

4 was a follow-up supplemental DR to which the

5 company actually provided information following the
6 discussions between your staff and the Division of
7 Energy staff?

8 A Yes. The original response was that the

9 data didn't exist. And it didn't. It was not

10 readily available. Yes.

11 Q Okay. So are you confident today that the
12 data provided to the Division of Energy was based
13 on .5 percent rather than 1.5 percent as you state
14 here in your testimony?

15 A I actually think it's smaller than that.

16 It's .3 percent when I started looking at Martin's

17 work papers.

18 Q All right. .3 percent of your residential
19 customers would be how many, approximately?

20 A Well, his sample size was approximately

21 795, I believe, out of 192,000. So .3 percent,

22 about that.

23 Q 7957
24 A Uh-huh.
25 Q And the company has the ability to study
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1 the bill impacts use using a data set that

2 encompasses all of its residential customers,

3 correct?

4 A Yes.

5 Q And when the company does its own bill

6 impact studies, that's the data set you would use?
7 You would look at a hundred percent of the

8 customers in that class?

9 A If we were proposing a radical departure
10 to our current rate design, we would. We would
11 probably use our US software. And —-- but,
12 typically, we would use averages to determine our

13 impacts.

14 Q You would look at the average customer?
15 A For the entire class, yes.

16 Q Okay.

17 A Not a sample.

18 Q Okay.

19 A That would be weather normalized.

20 Q All right. Your testimony does not

21 contain any bill impact analysis of Mr. Hyman's

22 proposed rates, does it?
23 A It does not.
24 Q Okay. Did the company do any of its own

25 bill impact analysis of Mr. Hyman's proposed rates?
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1 A We looked at his work papers.
2 Q Okay. But you didn't do any analysis

3 based on that larger data set that you have

4 available?

5 A No. We're performing studies in our GMO
6 jurisdiction to really evaluate that fully, so

7 we're relying on that information to do some

8 sensitivity analysis for KCP&L Missouri.

9 At that point, we would probably be

10 looking at using our UI tool to do a full impact

11 analysis, which is what would be measured in an

12 IBR.

13 Q How long would that take to do that kind
14 of analysis?

15 A A long time, probably. Extensive.

16 (0] Several months?

17 A Potentially. But I don't know for sure.
18 Q Okay. Earlier, you said that you would do

19 this kind of full impact analysis when looking at a
20 radical change in your rate design. Do you

21 consider the changes proposed by Mr. Hyman to be

22 radical?
23 A Not at face value, no.
24 Q Okay. Thank you. Let's turn to your

25 surrebuttal testimony at 9, lines 1 through 3. And
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1 there you state that you do not support —-- or the
2 company does not support inclining block rates
3 without more —-- without more comprehensive
4 understanding of potential impacts to the customers
5 and the company. Did I read that correctly?
6 A Yes, you did.
7 Q Okay. Would you consider the impacts of
8 inclining block rates on customer energy usage to
9 be important to understand?
10 A Yes.
11 Q And are you familiar with Mr. Jester's
12 surrebuttal testimony, which evaluates the impacts
13 of Mr. Hyman's proposed rate on customer energy
14 usage®?
15 A Yes. I'm aware.
16 Q Okay. Did the company conduct any
17 separate evaluation of the impact of Mr. Hyman's
18 proposed block rates on customer energy usage?
19 A What we did is look at the inputs that I
20 used for his analysis, including the price
21 elasticities that were pulled from another utility
22 for a different purpose.
23 We also looked at his assumptions for the
24 adjustments or changes in usage and felt that the
25 results were strange.
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1 Q But the company didn't produce its own

2 analysis of what the impact of that rate would be
3 on energy usage, correct?

4 A No. When we started looking at

5 elasticity, which probably wasn't applicable for

6 our customers and determined how some of the

7 adjustments to usage were —-- were made, we kind of
8 stopped there and said, you know, we can't rely

9 upon this data set or elasticities or even the

10 proposed rates to consider IBR fully.

11 Q Would you believe -- would you agree that
12 it is possible to do an accurate assessment of

13 estimate of what the impact of an inclining block
14 rate design is on customer usage?

15 A It would take a comprehensive review, but,

16 yes, absolutely.

17 Q Okay. And is that the kind of review that
18 you're doing —-- the company is doing in the GMO

19 study that you referenced earlier?

20 A That's the hope. Yes.

21 Q Okay. So when that study is produced and
22 filed with the Commission, it will provide some

23 understanding about what the impacts of various
24 inclining block rate designs might be on energy

25 usage®?
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1 A There's lots of rate designs that are

2 being considered as part of the study, IBR being

3 one of them.

4 Q Okay. Great. On page 9 of your

5 surrebuttal testimony, beginning —- just below that
6 section we were discussion, so starting on line 6,
7 you discuss the impact on revenue volatility of

8 adopting an inclining block rate design, correct?

9 A Revenue volatility as well as customer
10 bill impact, yes.
11 Q Okay. With respect to revenue volatility,

12 did the company quantify —— submit any testimony

13 quantifying the impact on revenue volatility that
14 could be expected as a result of implementing

15 Mr. Hyman's proposed block rate design?

16 A No. Once we saw the flaws and the

17 assumptions, we didn't go further. No. We'd have
18 to pretty much propose a whole new IBR with the

19 pricing structure and come up with the elasticities
20 specific to our utility to really understand what

21 the impact would be.

22 Q Ms. Miller, Mr. Hyman's direct testimony
23 contained his inclining block rate proposal,

24 correct?

25 A Yes, it did.
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1 Q And that testimony was filed in the fall
2 at some point. I don't have the exact date. 1Is
3 that generally correct?

4 A Generally, yes.

5 Q Between that time and the time that you

6 subsequently filed testimony, did the company make

7 any effort to evaluate the revenue volatility
8 impacts of that proposed rate design?

9 A No, we did not.
10 Q Okay. Thank you. Please turn to your

11 rebuttal testimony, page 15. And I am looking at
12 lines 4 to 5. And this is a similar area where

13 Mr. Antal was asking you questions earlier about

14 your statement that there is a consumption

15 disincentive inherent in the Division of Energy's
16 recommendation.

17 Would you agree that moving from a

18 declining block rate towards a flatter rate or

19 towards an inclining block rate creates a

20 disincentive for customers to consume electricity?
21 A Yes.

22 Q Okay. And would you agree that we could
23 also describe that disincentive to consume as an
24 incentive to save electricity?

25 A To decrease electric usage more
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1 specifically, yes.

2 Q In the common parlance, do we sometimes

3 call saving or using less electricity conservation
4 or energy efficiency?

5 A I wouldn't equate conservation being

6 equivalent to being energy efficient, no.

7 Q Would you equate using less electricity

8 and conservation?

9 A Yes.
10 Q Okay. Thank you. Are you familiar with

11 the report by Christiansen Associates Energy
12 Consulting called a residential rate study for the

13 Kansas Corporation Commission dated April 11th,

14 20127

15 A I believe that Jester included that as

16 part of —- one of his work papers or —-— am I right?
17 (0] That's correct. It was in an exhibit to

18 Mr. Jester's testimony. And he also summarized
19 some of the findings of that study in his direct
20 testimony. Do you have a copy of Mr. Jester's
21 testimony?

22 A I believe —— I believe I do.

23 Q Okay. Great. This is his direct

24 testimony. And if you'll look in his direct

25 testimony at 17 -- page 17 starting —— starting
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1 there on line 16. Let me know when you're there.
2 A I'm sorry. Yeah. 1I'm having binder
3 issues. Page 17. Direct testimony, right?
4 Q Yes.
5 A What page, please?
6 Q Page 17 starting on line 16.
7 A Okay. I'm there.
8 Q Okay. Thank you. Mr. Jester describes

9 the finding of this study, the Christiansen study,

10 which is for the Kansas Corporation Commission, as

11 estimating that specific declining block rate

12 design for KCP&L's Kansas service territory would
13 reduce summer energy sales by 2.3 percent and

14 winter sale by 3.4 percent through near term

15 customer response. Did I read that correctly?

16 A You're on page 177

17 Q Yes.

18 A Okay. Yes.

19 Q Okay. With the understanding that these
20 numbers are based on KCP&L's Kansas territory and
21 on a specific rate design that hasn't been proposed

22 here, would you expect that these kind of energy
23 usage reductions would result in overall lower
24 system costs for KCP&L?

25 A I'm not sure without looking at the study
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further. I'm not as familiar with the study.

(0] If KCP&L's summer sales to residential
customers were to decline by 2.3 percent -- and
that is your peaking season, correct?

A Yes.

Q All else being equal, would you expect
that the company's overall cost of serving its
customers would decline as a result of those
reduced energy sales?

A The variable costs.

Q Okay. Thank you. And if that trend were
to be sustained over a number of years, would the
company eventually be able to reduce certain fixed
costs of serving customers?

A I'm sorry. Repeat your question, please.

Q If that reduction in summer energy sales
of 2.3 percent were to be sustained over a number
of years, would that eventually lead to reductions
in the company's fixed costs as well, all else
being equal?

A I don't think so. Our fixed costs are our
fixed costs. If they're imbedded in the energy
charge, they wouldn't go away just because usage
would go down. No.

Q So let's take an example of one fixed cost
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1 perhaps in an aging gas peak plant that is used as

2 part of generation fleet for KCP&L.

3 A Okay.
4 Q If the need for that gas peaking plant was
5 reduced to lower summer energy sales, might the

6 company be able to retire that peaking plant

7 earlier than it would have otherwise?

8 A I don't know.

9 Q The company would retain generating assets
10 on its system only if they were used and useful,
11 correct?

12 A Yes.

13 Q If peak load declines and your capacity

14 requirements decrease such that they are below the
15 amount of generation capacity that you have an

16 ownership share in, would the company continue to

17 maintain that gas peaking plant despite the fact

18 that it was not being used?

19 A I'm not sure I can answer that. Again,

20 we're talking about research planning, which is

21 very different from our class cost of service study
22 and how we design rates. I'm sorry. I don't think
23 I can answer that.

24 Q You're involved in the company's resource

25 planning?
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1 A Not directly.

2 Q Okay.

3 A Not directly no.

4 Q Okay. Thank you. Does the company

5 generally strive to reduce overall system costs

6 consistent with safety and the need to serve all

7 customers?

8 A I would say so. Yes.

9 Q Okay. And, therefore, utility assets that
10 are not needed to serve customers or to maintain
11 safety, the company would consider whether it could
12 decommission those; is that correct?
13 A I imagine so, yes.
14 Q Okay. Thank you. Now, going back to
15 surrebuttal testimony now, I'm sort of flipping

16 around, at page 9, surrebuttal, page 9, lines —-

17 lines 20 to 22,

18 A Page 9, 20 to 227

19 Q Uh-huh. Okay. And on those lines, you

20 state, The company agrees that if the policy

21 includes a desire to offer price signals to

22 customers to encourage efficient energy use and

23 potentially reduce costs, time differentiated rates
24 may be a better answer. Is that your testimony?

25 A That's my testimony.
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1 Q What is KCP&L doing currently to move

2 towards its time differentiated rates for

3 residential customers?

4 A We mentioned our rate design study that

5 we're doing in our GMO jurisdiction. There was

6 conversation earlier about rolling out of our AMI
7 meters.

8 We will be rolling out a CC&B or combined
9 billing system that's going to facilitate
10 utilization of being able to bill on a dynamic
11 pricing if —-— if that —-- i1if that's what our —-- our
12 studies reveal.
13 And so our hope i1s that while we've not

14 been able to offer the time of use tariffs yet that
15 we will.

16 Q Uh-huh. Is the GMO study that you

17 referred to different from the study ordered by the

18 Commission in Docket No. ER-2014-0370%

19 A Yes, it is.
20 Q Okay. Could you describe what the company
21 is doing in the study ordered by the Commission in

22 that docket?

23 A We've done a number of studies related to
24 other compliance filings, including our IRP as well
25 as market potential studies that are being done in
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1 support of MEEA.
2 We've also done an Every studies that
3 reviewed time of use rates as i1t pertained to our
4 smart grid area. Our hope 1is that we can use the
5 GMO study to do some sensitivity analysis to

6 determine applicability in the KCP&L Missouri

7 Jurisdiction as well.

8 So our hope is the whole combination of

9 those studies that will lavish the learnings of all

10 of them and be able to do something in our KCP&L

11 Missouri jurisdiction.

12 Q Okay. Would you agree that there are

13 numerous other utilities in the country that offer
14 time differentiated rates to their residential

15 customers?

16 A Yes.

17 0 So is this an untested, radical rate

18 design?

19 A I wouldn't say so, no.

20 Q The company is capable of conducting the

21 analyses needed a timely manner in order to propose
22 such a rate design?

23 A Depends on the kind, but yes, potentially.

24 Q Okay. Thank you. Ms. Miller, I'd like to
25 refer you to the Commission's report and order in
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1 Docket ER-2014-0370 of which I have a copy.

2 MS. ROBERTS: May I approach the witness?
3 JUDGE PRIDGIN: You may.

4 o] (By Ms. Roberts) And, again, Ms. Miller,
5 and for the record, this is excerpts of the

6 Commission's report and order in docket

7 ER-2014-0370.

8 On page 92 of that order, the Commission

9 stated, quote, The time of use tariff is far too
10 important in meeting the goals of MEEA and

11 providing customer choices for energy efficiency
12 and bill savings to redesign at an unknown time in
13 the future. Did I read that correctly?

14 A Yes, you did.

15 Q Okay. Would you agree that the

16 Commission's signaled its preference that KCP&L

17 implement a time of use offering sooner rather than
18 later?

19 A Yes.
20 Q Okay. Does the company plan to offer
21 expanded time of use offerings in its next rate
22 case?
23 A It's a consideration as a result of the
24 rate design studies, yes.
25 Q Okay. Thank you.
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1 MS. ROBERTS: I'd ask that the Commission
2 take notice of its report and order in Docket No.

3 ER-2014-0370.

4 JUDGE PRIDGIN: Any objections? Hearing
5 none, the Commission will take notice of that.

6 MS. ROBERTS: Thank you.

7 o] (By Ms. Roberts) Ms. Miller, what is

8 likely my final question, in your surrebuttal

9 testimony on page 8, starting on line 2, you state
10 A three—-part rate design, one that includes a
11 charge for demand relief costs, would be a superior
12 way to address demand relief coast. Did I read

13 that correctly?

14 A Yes. You read it correctly.

15 (0] And —-— and am I correct that the statement
16 was made in the context of a residential rate

17 design?

18 A Yes.

19 Q Does the company plan to ask for a

20 residential demand charge in future rate cases?
21 A I wouldn't say we wouldn't. We have in a
22 previous case, yes. Well, we had a discussion

23 about it. We didn't formally request it. But I
24 wouldn't close the door on it. No.

25 MS. ROBERTS: Okay. All right. Thank you
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1 very much. No further questions.

2 JUDGE PRIDGIN: Thank you. Any cross from
3 Renew Missouri?

4 MR. LINHARES: Yes.

5 JUDGE PRIDGIN: Mr. Linhares.

6 CROSS-EXAMINATION

7 BY MR. LINHARES:

8 (0] Hi. Good afternoon.

9 A Hi, Andrew.
10 Q Ms. Miller, I just want to get something
11 quick out of the way here at the beginning. 1In
12 your capacity as Supervisor of Regulatory Affairs

13 with the company, are you fairly familiar with the
14 profile of your —-- of your residential customer

15 base?

16 A Yes.

17 Q About how many residential customers does

18 Kansas City Power & light have?

19 A About 211,000.

20 Q 211,000?

21 A Yeah.

22 Q Okay. And of those, do you know about how

23 many are served under the residential space heating
24 clause?

25 A I'd have to look to be sure.
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1 Q Okay. And in terms of a percentage, would
2 you be able to estimate?

3 A I'd prefer to look on the estimate.

4 Q Okay.

5 A Yeah.

6 Q Are you able to give me a ballpark? Is it
7 a majority? 1Is it less than a majority?

8 A It's less than a majority.

9 Q Less than a majority. Okay. Fair. So
10 turning to the proposed inclining block rate
11 structure in this case, you stated that you did not

12 do an analysis of bill impact resulting from
13 Division of Energy's proposed declining block rate

14 in that case; is that right?

15 A That's correct.

16 Q And the company did not do a bill impact
17 analysis of that rate either; is that correct?
18 A That's correct.

19 Q Ms. Miller, are you familiar with KCP&L

20 DSM potential study prepared by Applied Energy

21 Group, or AEG, the most recent one?

22 A I'm aware that there is one, yes.

23 Q Okay. And did that study look at effects
24 of demand side rates including a residential

25 inclining block rate?
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1 A Yes. I'm aware that it did.

2 Q Do you remember what the study concluded

3 would be the average change in peak demand and

4 average change in energy consumption resulting from
5 an inclining block rate?

6 A I'd have to refer to the study to be sure.
7 Q Okay.

8 A I don't recall.

9 Q I can help you out there. Just a second
10 here.
11 MR. LINHARES: Judge, I'd like to approach
12 the witness with this document here. It's entitled

13 KCP&L DSM Potential Study. 1It's a presentation

14 prepared by AEG on behalf of KCP&L. Is that right?

15 JUDGE PRIDGIN: You may approach.
16 MR. ANTAL: Here you are. Thank you.
17 o] (By Mr. Antal) Ms. Miller, can you turn

18 to the page that says Per Unit Load Reduction

19 Detail? It should be your second page. And could
20 you read the numbers on the far right-hand side for
21 Average Change and Peak Demand, All Months and as
22 well as Average Change in Energy Consumption, All
23 Months? Are you with me?

24 A Yes. 1.02 percent.

25 Q 1.02 percent for which one?
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1 A For both.

2 Q For both. Okay. 1.02 percent. Next, can
3 you turn to the page that says Rattled Development
4 of Residential Rate Designs at the top, please?

5 Could you read the footnote that should be the

6 fourth footnote there near the bottom of the page-?

7 Could you read that?

8 A The fixed charge is increased to 21.88.

9 Volumetric charges for the IBR tariff are
10 calculated to maintain revenue, neutrality,
11 recurrent rates while maintaining a price ratio of

12 1.2 to 1 for Tier 2 to Tier 1.

13 Q That's great. Thanks.
14 A Okay.
15 o] So a customer charge of 21.88, that's a

16 higher than the current customer charge, is it not?

17 A Yes, it is.

18 Q Okay. So, given that the inclining block
19 rate in this study is based on a rate with a

20 customer charge of $10 more than the current

21 charge, would you say it's safe to assume that the

22 peak demand reduction in energy consumption

23 reduction would be even larger if the current
24 customer charge of 11.88 would be used instead?
25 A I'm not sure.
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1 Q You're not sure?
2 A No. I'm not sure.
3 Q Would you like to explain your reasoning
4 there?
5 A I —— I haven't done the analysis, I guess.

6 Or I haven't looked at the details of the study.
7 I'd want to see that.

8 Q Okay. Fair enough. Would you agree in

9 principle that a higher customer charge decreases
10 an incentive for conservation? All other things
11 being equal, when you've got one customer charge
12 and another one with $10 more in it, do you agree

13 that the incentive for conservation is less with a

14 higher customer charge-?

15 A I would probably say yes.

16 Q Okay. Thanks. What would you estimate

17 the capital expenditures would be for implementing
18 such a rate —-— such an inclining block rate?

19 A I couldn't tell you.

20 Q Okay. 1Is it in the millions? 1Is it in

21 the hundreds of thousands? Is it in the tens of

22 thousands?

23 A I could not tell you at all.
24 Q No guess?

25 A (Witness shakes head.)
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1 Q Okay.

2 MR. LINHARES: Judge, I'd move for

3 admission of this document, KCP&L's potential study
4 into evidence as, I believe, Exhibit 402.

5 MR. FISCHER: Judge, I'm going do object

6 to that. I don't think proper foundation has been

7 laid for that document to be introduced into the
8 record.
9 MR. LINHARES: Judge, this is a document

10 prepared on behalf of the company. It includes an

11 analysis of an inclining block rate substantially
12 similar to the one we're asking to be approved in
13 this case. I believe it's germane to the issue and
14 relevant to the very company that -- that we're

15 here discussing.

16 MR. FISCHER: Again, I don't believe the

17 witness has even seen the document or discussed it
18 and can't verify the —- the existence or importance
19 of it or what it's about. Just because it has a

20 KCP&L logo on it doesn't mean it can be introduced
21 into the record.

22 JUDGE PRIDGIN: Right. The objection 1is

23 noted and overruled. 402 is admitted into

24 evidence.

25 (Renew Missouri Exhibit 402 was offered
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1 and admitted into evidence.)
2 MR. LINHARES: Thank you, Judge.
3 Q (By Mr. Linhares) Just —-- just a few more
4 questions here for you. Ms. Miller, are you

5 familiar with KCP&L's current DSM portfolio
6 covering the years 2016 to 20187

7 A Generally, yes.

8 Q Okay. So —— and called the Cycle 2

9 portfolio. Have you worked on that portfolio? Are

10 you generally aware of it?

11 A I'm generally aware of it. Yes.

12 Q Okay. About how much is that portfolio

13 expected to reduce peak just in terms of a percent?
14 A I don't remember. I couldn't tell you.

15 Q Okay. And about how much is that

16 portfolio expected to reduce energy consumption per
17 year? Do you —— do you have any idea there in

18 terms of the percentage?

19 A Not specifically. 1I'd have to go back to
20 see what the -- what our filing said.

21 Q Yeah. Okay.

22 A I can't recall.

23 Q If I provided you with the megawatt hour
24 and megawatt goals, would you be able to estimate
25 from that based on the retail sales of the company
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1 the approximate percentage of peak demand
2 reduction, goal and energy consumption, reduction
3 goal?
4 A I'm sure that might be outlined in the
5 filing, but I couldn't approximate for you. No.
6 Q Okay. Would you say it's more or less
7 than 1 percent?
8 A I don't know.
9 Q And can you give us a ballpark figure for

10 the level of capital expenditure that that
11 portfolio, the Cycle 2 DSM portfolio for KCP&L -—-

12 what the capital expenditure, ballpark there for an

13 annual —-—

14 A I can't recall. 1I'm sorry.

15 Q Okay. Would you say that's —— it's a —--
16 in the millions? 1In the hundreds of thousands?
17 A Maybe. I -- I don't know.

18 MR. LINHARES: Okay. No further

19 questions. Thank you very much.

20 JUDGE PRIDGIN: Thank you. Any cross from
21 NRDC?

22 MR. ROBERTSON: No, your Honor.

23 JUDGE PRIDGIN: MIEC?

24 MR. DOWNEY: No thanks.

25 JUDGE PRIDGIN: MECG?
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1 MR. WOODSMALL: Yes, briefly, your Honor.

2 CROSS-EXAMINATION

3 BY MR. WOODSMALL:

4 Q Good afternoon. Turning real quick to page
5 14 of your direct testimony --

6 A Yes.

7 0 —— the second table there —— well, first

8 off, can you tell me what is meant by revenue

9 neutral changes?
10 A There is no change in the revenue
11 requirement.
12 Q Okay. And the second table there on page
13 14, tell me, does —— that is the increase necessary
14 to get each class to its cost of service assuming

15 the overall 10.8 percent increase is granted; is

16 that correct?

17 A That's correct.

18 Q So to get to the revenue neutral change,

19 no change in revenues, you would just subtract 10.8

20 percent from each of those results; is that

21 correct?

22 A I believe so. Yes.

23 Q Okay. So the revenue neutral change for
24 the residential class would be an increase of 9.2

25 percent; is that correct? 1Is that a yes? I saw
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1 you nodding.

2 A I'm sorry. Yes.

3 Q Okay. Thank you. Moving on, you were

4 asked some questions by Mr. Antal, and he asked you
5 if there's a —— if there's any public policy goals
6 underlying your rate design. Do you recall that?

7 A I do.

8 Q And you —- you mentioned cost causation.

9 Can you tell me what you mean by cost causation?

10 A Making sure that the costs attributable to
11 class, for example, are allocated to these classes.
12 Q Okay. Would it also mean that costs

13 attributable —- attributable to a class are

14 collected in a manner so that they're collected

15 properly?

16 A Yes.

17 0 Okay. Would you agree, then, that it's
18 better to collect variable costs through wvariable
19 energy charges?

20 A Better?

21 Q Better than if you were collecting them

22 through a fixed charge.

23 A Yes.
24 Q Okay. I'm going to show you a couple
25 documents and ask you to read a couple excerpts.
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1 MR. WOODSMALL: May I approach the

2 witness?

3 JUDGE PRIDGIN: Yes, you may.

4 Q (By Mr. Woodsmall) Okay. Can you tell me
5 who —— well, first off, does KCP&L have operations
6 in Kansas?

7 A Yes.

8 Q And do you know a man named Brad Lutz?

9 A I do.

10 Q And can you identify that as his testimony
11 in KCP&L's last case in Kansas?

12 A Yes.

13 Q Would you read the highlighted portion on
14 page 97

15 A Out loud?

16 o] Yes, please.

17 A This method has been endorsed by the

18 company in the last two rate case —- rate

19 proceedings. The method has served us well and has
20 been generally well-received. I believe parties
21 recognize the detail and precision it brings in
22 allocating production plant.
23 However, using the BIP allocator is not a
24 simple task. At its core, the BIP allocator
25 requires the company to divide its production fleet
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11
12
13
14
15
16
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18
19
20
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22
23
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25

between the base, intermediate and peak levels.

The company believes, although the BIP
model 1is capable to model changing conditions, it
will become increasingly difficult to make this
assignment given the way we expect to utilize and
plan our generation assets in the future in light
of the SPP integrated marketplace.

Q Thank you. And are you familiar with a
man named Tim Rush?

A I am.

Q Okay. Can you identify this as his
testimony in KCP&L's last case?

A Yes.

Q And can you read the highlighted portion
on page —— I think it was 16 carrying over to 177?

A Out loud again?

Q Yes, please.

A Okay. What is your opinion concerning the
base, intermediate, peak method utilized by Staff?
The company has utilized the BIP method previously
in Missouri.

I believe the BIP method is reasonable —-—
reasonable, but I also have concerns that it is
difficult to use for a generation portfolio in that

the company has a lot of base load generation.
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1 The recent transition of the SPP to an

2 integrated marketplace with centralized dispatch

3 has raised some concern about the BIP allocator.

4 To utilize the BIP allocator, one must

5 assign the generating units into base, intermediate
6 and peak groups based on their use. Prior to the

7 IM markets, the company provided its own generation
8 to meet its load requirements.

9 With the introduction of the IM market, we
10 no longer use our generation to meet the

11 condition's load requirements, but, instead, sell
12 generation into the SPP market and by our load

13 requirements for the SPP market.

14 I believe the IM market change impacts

15 suitability of the BIP method as a production

16 allocation.

17 Q Thank you.

18 MR. WOODSMALL: No further questions, your
19 Honor.
20 JUDGE PRIDGIN: Mr. Woodsmall, thank you.
21 Any cross? Public Counsel?
22 MR. OPITZ: No, thank you, Judge.
23 JUDGE PRIDGIN: Staff?
24 MS. PAYNE: Just a brief one, your Honor.
25 CROSS-EXAMINATION
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1 BY MS. PAYNE:
2 Q Ms. Miller, Mr. Woodsmall asked you in
3 regard to your direct testimony on page —— well, if
4 you can refer to your direct testimony on page 14.
5 Let's start there. Are you there?
6 A I'm there.
7 Q Okay. He mentioned that the table that
8 you pictured on there that -- could you get to a
9 revenue neutral result by just subtracting the 10.8

10 percent from those numbers, correct?

11 A He asked me that, yes.

12 Q He did. And is there a reason why that

13 would not be possible, why that would not result in
14 a revenue neutral increase? To clarify, is it

15 possible that some classes would go negative as a

16 result of that subtraction?

17 A Yes.

18 Q And is that something that we try to
19 avoid?

20 A Yes.

21 MS. PAYNE: Thank you. No further

22 questions.

23 JUDGE PRIDGIN: Okay. Thank you. Any
24 Bench questions? Mr. Chairman?

25 CHAIRMAN HALL: Yes.
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1 CROSS-EXAMINATION

2 BY CHATRMAN HALL:

3 (0] Good afternoon.

4 A Hello.

5 Q My —-- my understanding is that the

6 company's fully allocated residential customer

7 charge amount is $16 and how many cents?

8 A 68 cents.

9 Q 16.807

10 A 16.68.

11 Q 16.68. And Staff's fully allocated

12 residential customer charge is 12.627

13 A Yes. That's correct.

14 Q So can you explain to me what categories
15 of expenses the company is including in —— in that
16 calculation that Staff is not?

17 A We —-— we would need to make an adjustments
18 for the MEEA and the RESRAM that's included in

19 there.
20 (0] And that accounts for the difference?
21 A Yes.
22 0 MEEA and —-
23 A The RESRAM solar rebates.
24 Q Okay. So give me the argument for why
25 those two categories should be included in the —-
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1 in the customer charge.

2 A We're not proposing that they —-- they be

3 included.

4 Q Well, in terms of your calculation, why —--
5 why should they be included in that calculation?

6 A I would say that we would remove those

7 since, historically, the Commission has ordered

8 that it's appropriate that we remove them.

9 Q So if you remove them, then -- then you

10 get down to the 13.18?

11 A No. We'd probably be in line with Staff's
12 calculation of 12.62.

13 Q Okay. Were you in the hearing room when
14 —— when Mr. Fischer explained from his -- his

15 perspective the company's position on —— on

16 inclining block rates and why —- why the company is
17 opposed to them?

18 A Yes. I was in the room.

19 Q And had to do with —- with the volatility
20 that —- that those —- that that rate structure
21 would —- would cause?
22 A Yes.
23 Q Could you explain to me how additional
24 data and analysis could mitigate that volatility?
25 A I'm not sure that additional data would
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1 mitigate it. It would Jjust help to be aware of how
2 usage changes, like impacted by weather, what the

3 true bill impact would be.

4 Q So would the company's position on

5 inclining block rates change with additional

6 analysis? Or would the company always be opposed
7 to inclining block rates?

8 A I'm not sure that I could answer that.

9 Seems like a policy question. I would need to

10 speak to decision-makers.

11 But I know that as part of our rate design
12 studies we are considering IBR as a viable rate

13 design structure. So I wouldn't say we were

14 against it just vehemently without consideration of

15 all the facts.

16 Q Well, is it —- is it safe to assume that
17 the company's —- the company's opposition in this
18 —— in this rate case based upon volatility would

19 not change with the addition of additional

20 analysis?

21 A Depends on the analysis.

22 Q So it's possible that —-- that —-- that
23 analysis, which is ongoing, could result in a
24 change of position on -- on the inclining block
25 rates?
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1 A I would believe so. Yes.

2 (0] If the Commission were to determine that

3 some increase in the customer charge was —— was

4 appropriate, would that mitigate your opposition to
5 inclining block rates?

6 A No.

7 Q Why?

8 A I —

9 (0] Because if the —- if the -—-
10 A I'm sorry.
11 Q No. I interrupted you. I should
12 apologize, but I'm going to go ahead and continue.
13 A Okay.
14 Q So if your —- if your concern with —- with
15 inclining block rates is volatility and we increase

16 the residential customer charge, that which would
17 thereby decrease volatility, why would —- why would
18 the company still be opposed —-- still be opposed to

19 the same extent to some kind of inclining block

20 rate structure?

21 A We're not solely concerned with revenue
22 volatility. We're concerned with bill impacts as
23 well.

24 Q I've got to process that for a second.

25 What do you mean?
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1 A Well, the analysis that's been done to

2 support an IBR has not really considered any

3 impacts to weather at all.

4 So from my perspective, I think that

5 without really knowing what a bad weather year, an
6 extreme weather year, a really cold winter or

7 really hot summer would do to a customer under an

8 IBR structure, I really can't provide an opinion on
9 whether I support it because the analysis that's
10 being presented hasn't really considered it at all.
11 0] Well, I still don't —
12 A So solely by proposing an increase in the
13 customer charge that that would address revenue

14 volatility, it still isn't —--—
15 Q Well, T didn't —— I didn't mean to imply
16 that it would completely address your concern. I

17 wondered if it would mitigate your concern.

18 A It would mitigate one concern. It would
19 help mitigate one concern.
20 Q Do you have Robin Kliethermes' rebuttal

21 testimony up there with you?

22 A Yes, I do, somewhere. Rebuttal testimony?
23 0 Yes.

24 A I have 1it.

25 Q Could you turn to page 7? Particularly,
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1 lines 19 down onto -- onto the next page.
2 A Yes.
3 (0] If the Commission were to determine that
4 some kind of inclining block rate structure was
5 appropriate, would you agree with Ms. —- with Robin

6 Kliethermes as she sets forth here that creating a
7 —— a third group of shoulder months would further
8 mitigate the concerns that you have with inclining

9 block rates?

10 A I'm not sure that's simply looking at the
11 seasonal months and which ones would be considered
12 winter or summer would mitigate my concern with

13 IBR. SO no.

14 (0] So if we were to decide that —-- that

15 inclining block rates are appropriate, we should
16 ignore Staff's position here and, instead, go with
17 the Division's?

18 A No. You would -- if we were to go to IBR,
19 I think your —-- I understood your question to mean

20 that simply by considering Staff's proposal that

21 that would mitigate the concern with IBR.

22 Q Well, again, mitigate is just reduce. I'm
23 not saying eliminate. So I'm trying to understand
24 if —— if the Commission were to determine that
25 inclining block rate structure was appropriate,
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1 would the company prefer that we take Staff's
2 position on that as opposed to the Division's?
3 A We would prefer that. Yes.
4 Q And could you explain to me why?
5 A Based on the —- based on the usages and
6 the changes across the different months. There's
7 different usage patterns for each customer.
8 Q Okay. Let's switch gears for a second and

9 take a look at your rebuttal testimony on page 17,

10 which concerns infrastructure efficiency.

11 A Yes. I'm there.
12 Q Okay. So my understanding is that the
13 company has identified 16 circuits with below 50

14 percent of rated capacity under normal or

15 contingency scenarios; is that correct?

16 A That's correct.

17 Q How many customers are served by those 16
18 circuits? Do you know?

19 A I don't.

20 Q Can you —— can you wager a guess, a

21 ballpark guess?

22 A I couldn't wager a guess. No.

23 Q Do you have any information at all about
24 the geographic area of those 16 circuits and

25 whether there are there -- any of those circuits
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1 are contiguous?
2 A I believe we provided that information as

3 part of the working docket. But I don't have that

4 information in front of me.

5 Q Do you have any information about whether

6 or not it would be possible to, on a map, diagram a
7 —— a geographic region and, let's say, in the

8 Kansas City area where there is excess capacity,

9 maybe not below 50 percent but maybe below 60 or 70
10 or 75 percent? Is that possible?
11 A I'm not sure we could do it in a map. But
12 I know that we were able to identify the line. So

13 just based on that, I would say it's possible. But

14 I'd have to confer with our -- our line specialists
15 and our —— our area —-—- our subject matter experts
16 in the area.

17 Q Okay. Well, let's —-— let's assume for the
18 next couple questions that —-- that it was possible
19 to —— to draw some kind of line around a service

20 area in the Kansas City area where there was excess

21 capacity.

22 A Okay.

23 Q Tell me what you think about —-- about this
24 particular proposal, that we waive all line

25 extension fees in that geographic area, we
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1 establish a tracker of those lost fees to be

2 recovered at —— at the next rate case, we consider
3 some kind of cap on that amount, and we allow the
4 —— the utility to modify the geographic area if —-
5 if there —-- if there happened to be some type of

6 significant increase in —— load making —- making

7 that circuit or that particular area no longer —-
8 no longer having excess capacity. Does that make
9 since, what I'm —— what I'm proposing-?

10 A I believe so. Yes.

11 Q Okay. Do you have any thoughts about it?
12 A Thoughts about the company's willingness
13 to accept that proposal?

14 Q Well, on, on a policy basis, do you —- do
15 you —— do you view that as a —- a reasonable —— a
16 reasonable program?

17 A Reasonable for encouraging more proper

18 utilization of existing infrastructure or —-

19 Q Yes. Also, —— yes. Let's leave it at
20 that for now.
21 A If that was the sole goal, yes. It could
22 work for that. Yes.
23 Q Are you familiar with -- with —-- with the
24 company's line extension fee tariff, the current?
25 A Yes.
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1 Q Do you believe that waiving line extension
2 fees in —— in this particular geographic area could
3 provide some incentive for —- for load growth in

4 those areas? In other words, is the fee

5 sufficient that —- that that would be waived in

6 your view to provide some kind of incentive?

7 A It would depend on the size of the

8 extension, I would say. Or the size of the

9 project.
10 Q So it might depend on the size of the
11 project?
12 A It could.
13 Q So does that mean it might not -- it might
14 not be as much of an incentive for the —- for the
15 construction of one residence, but it might be

16 enough for the construction of a Wal-Mart? Or did
17 you mean something else by that?
18 A I think I meant the prior. But now you've

19 got me thinking about the application of the EDR

20 and how that would work for something like a —— a
21 customer that large, but non-retail.

22 Q So bottom line is, it might provide an

23 incentive. You just don't know how much?

24 A That's correct. Yes.

25 Q Okay. Would it -- would it matter from
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1 your perspective the extent to which this

2 particular program was —-— was marketed, either by
3 the —-- by the City or by the utility or by any

4 other County or State jurisdiction?

5 A Yes. It would matter.

6 Q I know I've thrown this proposal at you

7 while you're on the hot seat. But do you have any
8 sense as to what a —- a reasonable cap might be on
9 such a program?

10 A I don't think I could tell you. No.

11 Q Can you tell -- can you give me a little
12 insight about what —-- what line extension fees ——
13 what the —-- what the range of the amounts are? I
14 mean, are we talking $150? Are we talking

15 $200,000? I assume it varies significantly on the
16 size of the customer and the amount of distribution
17 that has to be built.

18 A It does.

19 Q Can you —— can you provide any —-— any
20 basic outline of —— of —- well, strike that. Are
21 you familiar with —-- with the Staff report
22 responding to certain Commissioner questions that
23 was filed in this case December 4th, 20167
24 A Yes, I am.
25 Q And on page 15 of that report, on this —-
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1 on this issue, Staff recommends that KCP&L modify

2 its facility extension tariff to more fully

3 consider the incremental cost of customer costs to
4 a system in determining how much, if any, customer
5 advance is required. Do you see that statement on

6 page 157

7 A I do.

8 Q What is your view of that proposal?

9 A I think our position has been that we

10 believe that our current tariffs address that

11 already. So we were a little unclear on how to

12 modify to more fully consider when we feel like our
13 existing tariffs do consider.

14 Q Well, my understanding is that -- and —-

15 and we can hear more from Staff on this a little

16 bit later.

17 But my understanding was that at least

18 part of that was to copy GMO's facility extension
19 tariff, which was a similar tariff for —— for one
20 thing, but it also had somewhat different formula.
21 So I think that's the proposal that Staff is

22 recommending. So now that you know that that's the

23 difference that they are proposing, why —- what's
24 your position on it?
25 A I think we would be open to that. I think
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1 we always have a desire to bring some consistency
2 between our jurisdictions.

3 I think with the advent or the

4 introduction of the possibility of acquiring West
5 Star, we would also want to understand how their
6 line extension processes work and decide —-- take
7 the best of all of the worlds and —-- and propose a
8 tariff that might give us consistency across

9 jurisdictions.

10 Q Is there any inconsistency between moving
11 towards GMO's —— GMO's facility extension tariff
12 and the -- the pilot program that I outlined a

13 moment ago? Could those two be combined?

14 A You can combine anything.

15 Q That's not really an answer. Would it --
16 is there a policy reason why you would oppose

17 combining the two?

18 A I would say we don't have any issue —- I
19 don't think we'd have any issue adopting the GMO
20 methodology. I'd probably want to know a little
21 bit more about the specifics and your proposal to
22 really understand what our position would be in
23 terms of costs and pricing and so forth. So —-
24 CHAIRMAN HALL: I have no further
25 questions. Thank you.
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1 JUDGE PRIDGIN: Thank you. Any further

2 Bench questions?

3 COMMISSIONER STOLL: No questions.

4 COMMISSIONER KENNEY: Just a —-

5 JUDGE PRIDGIN: Commissioner Kenney.

6 CROSS-EXAMINATION

7 BY COMMISSIONER KENNEY:

8 Q Just a quick follow-up.

9 COMMISSIONER KENNEY: And before I —-- just
10 to notify Counsel for K C P&L, Staff provided the
11 tariff regarding the —-- the residential Extensions,
12 sheets of 133 through 133-L. And it says that it
13 was first adopted in 1971 and then continued to
14 1983. I wanted to just —-- a couple simple
15 questions.

16 Q (By Commissioner Kenney) Regarding the

17 inclining block rates, does KCP&L Kansas have any
18 inclining block rates in their tariffs?

19 A There's a slight slope, I believe, yes.

20 Q So they do. I thought they did have some.
21 A Yeah.

22 Q Okay. Thank you. Regarding the —-- the

23 extensions?

24 A The line extensions.

25 (0] The line extensions. There's a difference
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1 in underground versus overhead, correct?

2 A Yes, there is.

3 Q Now, is it —- is underground —-- are there
4 —— is —— is KCP&L supposed to —— if you have an

5 underground extension, are —-- for that cost to the
6 company, are they supposed to deduct the overhead
7 expenses for the applicant?

8 A I'd be going by memory. It sounds

9 familiar. But I —- I wish I had the tariff with me
10 to —— to —— to answer most honestly.

11 (0] That's what I —— I —— I found out to be a
12 part of it. And do you know how they determine

13 those costs to the applicant for an extension?

14 A I believe that's spelled out in the

15 tariff. I would have to ask our operational

16 expert.

17 Q I don't think it's spelled out in the

18 tariff.

19 A No, it's not.
20 Q So is that just a —-- someone makes that
21 decision?
22 A The planners —- again, I'd have to refer
23 to our subject matters person in the field to
24 really —-
25 Q Do you know if it has anything to do with
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the load factor that they expect in the future?

A Again, I'd have to confer with our subject
matter experts in the field to really understand
it.

Q Do you know if that would be determined on
a number of years?

A I don't know.

Q So it's just the field operators making
those decisions?

A We have formal policies that are
operational processes, but I'm not ——- I'd have to

confer with them to really understand.

Q When you -— I just —- because when you
started talking —- when the Chairman started
talking about extensions, I mean, I —— I kind of

lit up because that's kind of what I was wanting
know, and you seemed like maybe you were the one.
But ——
A Okay. My apologies. No.
Q That's all right. Thank you very much.
JUDGE PRIDGIN: If there are no further
Bench questions, any recross based on Bench
questions? Division of Energy?
MR. ANTAL: No questions. Thank you.

JUDGE PRIDGIN: Thank you. CCM? Anybody?
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U.S. Department of Energy? Sierra Club?
MS. ROBERTS: No questions.
JUDGE PRIDGIN: Renew Missouri?
MR. LINHARES: ©No questions, your Honor.
JUDGE PRIDGIN: NRDC? MIEC?
MR. DOWNEY: ©No, thank you.
JUDGE PRIDGIN: MECG? Public Counsel?
MR. OPTIZ: No, thank you.
JUDGE PRIDGIN: Staff?
MS. PAYNE: Just one, your Honor.
RECROSS EXAMINATION
BY MS. PAYNE:

Q Ms. Miller, are you familiar with the
term Greenfield?

A No.

Q Okay. Would you believe me if I told you
that the term Greenfield is used in contrast to the
term Brownfield to refer to when something is -- is
going to be removed in —— in reference to the line
extension policies the Commissioners were asking
you about?

A Your question was, am I aware of
Greenfield in the context of Brownfield that you
Just introduced? Was that your question? Removal

of something?
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1 Q The removal of something. It's —— and I'm
2 sorry. I am struggling with this, too. They don't
3 teach you this in law school. Maybe if I put it

4 into context, it will help.

5 My actual question is —- is would you know
6 what the cost of a Greenfield extension for a store
7 like Wal-Mart would be under KCP&L's current

8 tariff?

9 A No, I wouldn't.
10 Q Okay. Thank you.
11 JUDGE PRIDGIN: Thank you. Redirect?
12 MR. FISCHER: Thank you, Judge.
13 REDIRECT EXAMINATION

14 BY MR. FISCHER:

15 0 Ms. Miller, let's —— let's start with the
16 area that Chairman Hall got into with you regarding
17 the customer service charge and -- and what costs
18 are included in that.

19 A Yes.

20 Q I believe you indicated that KCP&L would

21 remove the MEEA and the RESRAM costs of —- that

22 were included in that 16.68 to get down to roughly
23 the Staff's number of 12.62; is that right?
24 A Yes.

25 Q Now, as far as the company's actual
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proposal regarding customer service charges in this
case, what is the company's proposal?

A 13.18.

Q Okay. That's the tariffed amount that -—-
I mean, that's the amount that's included in the
tariff today? Or that we're proposing?

A That we're proposing. A 10.9 increase.
Yes.

Q And assuming we didn't get everything we
were asking for in terms of the hundred percent of
what we requested, how —- how would the customer
charge be affected under the company's proposal?

A It would decrease from our proposal.

Q Would it basically be an equal percentage

A Yes, it would.

Q Okay. Now, he asked you about what was
included in the customer service charge. Would you
explain what is the company's perspective on what
should be included in the customer service charge?

A Costs associated with serving that
customer. That would include things as postage,
meter reading, billing, customer accounting
expense. Yeah.

o] He also asked you, I think, about one of
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1 my statements in the opening statement. Would you

2 explain your view about what other fixed charges or
3 fixed costs are —— the company experiences beyond

4 the customer service costs that are out there, for
5 example, on generation, transmission or

S distribution?

7 A Are you talking about if we'wve ever done
8 an analysis that moved all —- moved all the fixed
9 charges that were included in the energy charge?
10 Q Okay. Let's go there. Have you ever

11 looked at what all the fixed costs would be on a

12 monthly basis if you included all the fixed charges

13 associated with providing electricity, for example,
14 in a monthly customer charge?

15 A Yes, we have. It's $86.

16 Q $86 dollars would be your monthly charge
17 if you included —- and that would include

18 generation, fixed generation, fixed transmission

19 and fixed distribution; is that right?

20 A That's correct.

21 Q Now, how do you recover those costs today
22 under the -- the declining block rate structure?
23 A Right now, they're spread across our

24 energy blocks.

25 Q And are they more heavily spread into the
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1 first two blocks of that declining block rate

2 structure?

3 A Yes.

4 Q Now, if —- if you adopted a —- let's say a
5 radical improved rate structure for all of your

6 residential load -- or all of your other customers
7 for that matter, how would you —-- how would you

8 move the cost recovery to —— to recover those fixed
9 charges of what you say were $85 a month?
10 A Under an inclining block, if we were to

11 move it to the tail block, we would probably not

12 recover our revenue requirement.

13 Q And would you explain to the Commission

14 why you probably wouldn't recover all those fixed
15 charges?

16 A Under an IBR structure, if there was price
17 signals sent to the customer that would encourage
18 them to use less energy, they would not hit the

19 last block, the third block potentially, or they

20 would be hitting —-- the usage would change.

21 For those customers that would be hitting
22 the third belong where there would be a majority of
23 the fixed cost component, it wouldn't hit those, so
24 we would not be able to recover those in a per

25 kilowatt basis.
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1 Q So if you had severe weather, a very mild
2 summer, for example, how would that affect

3 potentially your recovery of those fixed charges?

4 A Under an inclining block structure?
5 Q Yes.

6 A We would likely not recover them.

7 Q The Chairman also asked you about a

8 proposal where, I think, as I understood it, there
9 would be an increase in the customer service

10 charge, and the trade-off would be going to an

11 inverted rate structure. Do you recall that?

12 A I do.

13 (0] Is a modest increase in the customer

14 service charge going to be a fair trade-off to

15 going to the inverted rate structure if —- if that
16 fixed ——- if that volatility issue is still there?
17 A No.

18 Q Would you explain why? I mean, if you

19 raised —— for example, if we raised the customer

20 service charge $5, but you've got 80 other dollars

21 to be recovered in fixed charges, is that a

22 concern?

23 A Dramatic concern.

24 Q Okay. I believe you also indicated the
25 company was concerned with more than volatility.
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1 You were also concerned with customer impacts of

2 going to an inverted rates structure. Do you

3 recall that?

4 A I recall that. Yes.

5 Q Could you elaborate on that concern,

6 especially if you applied that inverted rate

7 structure to things like space heating or high —-—

8 high usage air conditioning customers?

9 A Yes. When you factor in whether you have
10 an extremely hot summer or an extremely cold

11 winter, customers are going to have to heat their
12 homes or cool their homes. And so they're going to
13 use more electricity. Under an inclining block

14 structure, they're going to be penalized for doing
15 that.

16 0 Well, let's take an apartment renter, for
17 example. Would he have control —- much control

18 over, for example, what —- what source of heat he
19 would have in his —-- his apartment?
20 A As an apartment renter, no.
21 Q If —— if we would radically changed the
22 rate structure to be an inverted rate structure for
23 that space heating customer, what would you expect
24 could be the impact on that apartment renter even
25 though he was doing everything he could to
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1 conserve?

2 A It would go up.

3 Q And could it go up substantially?

4 A Yes, it would.

5 (0] What effect would that kind of a rate

6 structure potentially have on the company's ability
7 to market electric space heating?

8 A We would lose that revenue.

9 Q If you lost that revenue, would other

10 customers have to, in some way, make that up?

11 A Yes, they would.

12 Q You were asked some questions, I think, by
13 the Sierra Club Counsel about —- that suggested

14 that —- that —-- it sounded to me like any —- any

15 conservation was a good thing. Do you agree with
16 that?

17 A No.

18 Q If —— if the company loses off peak load,
19 for example, in the winter, space heating load or
20 other off peak load, does that hurt other customers
21 on the system?
22 A To the extent that we rely on their
23 revenue to cover our fixed costs, yes, it does.
24 Q So just conservation for conservation sake
25 is not necessarily good public policy? Or do you
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1 agree with that?

2 A Conservation for the sake of conservation,
3 no.

4 Q We've heard Counsel ask you about cost

5 causation principles and trying to recover your

6 costs. Do you —— have you heard -- or economists

7 talk about the best, efficient way to have a rate

8 structure that —-- that tries to cover your costs

9 and —— and -- and not necessarily inflate those
10 costs? Is it efficient —- is it efficient to do
11 that?

12 A I'm not sure I'm understanding your

13 question. I'm sorry.

14 Q Okay. That's a bad —— that's a bad

15 question. I apologize. Let me ask you this. Does

16 your current rate structure, your declining block
17 rate structure, does that tail block recover your
18 variable costs or your fuel costs?

19 A Yes.

20 (0] Does it —-- does it make a contribution to
21 the fixed costs of your system?

22 A I believe a small contribution. Yes.

23 Q I believe you answered one of the

24 questions for Sierra Club Counsel that Mr. Hyman's

25 proposal on Jjust general use customers was —— was
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1 not a radical proposal on its face. Do you recall
2 that?

3 A Yes.

4 Q If you expand that proposal to cover, for

5 example, electric space heating load, would that

6 change your view?

7 A Yes.

8 Q And why would that be?

9 A Well, I guess I should clarify my earlier
10 statement. When I said it wasn't radical at its

11 face, I was taking the bill impacts that he had

12 considered, which we have issues with, the

13 elasticities that he used in all of his analysis.
14 In terms of the inclusion of —-- space heat
15 customers? Was that your question, Jim.

16 0 Yes.

17 A We would have concerns because the usage

18 patterns for our space heat customers are obviously
19 high in the winter. There's very little discretion
20 that our space heat customers would have in terms
21 of heating their homes in the winter under an IBR
22 structure.
23 Q Why didn't you do a study in response to
24 DE's proposal to determine what the customer
25 impacts would be?
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1 A Truth is, it's not an easy thing to do.

2 It takes extensive analysis. There's lots of

3 considerations, which is why we're relying on our
4 rate design studies to incorporate those and you

5 consider all those fully.

6 Q I believe you indicated you had some

7 concerns about the price elasticity analyses that
8 were included in his study?

9 A Yes.

10 Q Would you explain your concern there?

11 A I believe those came out of a potential

12 study for Ameren. But upon further review of the
13 Powerpoint presentation I think that we saw, it

14 looks like they may have originated from

15 California, those elasticities.

16 And I think it even included in —-- in the
17 source notes that —-- for California, cooling and
18 heating is considered discretionary, and use 1s —-
19 applying those elasticities to the Midwest is risky
20 at best.
21 Q Are you suggesting that Missouri's climate
22 is different than California's?

23 A A little bit. Yes. Except today.

24 Q Okay. I believe you were asked many

25 questions about time of day rates. I know you —-
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1 you've been with the company how long?

2 A Eleven years.

3 Q Do you know if the company in the past has
4 had time of day rates?

5 A We have.

6 Q Did you have a lot of customer interest in
7 that time of day rate structure?

8 A We had very little participation.

9 0 But, nevertheless, GMO at this time and

10 KCP&L are —— are embarked on studies of time of use
11 rates?

12 A Yes.

13 Q And is that partly due to the fact that

14 the meter technology has changed?

15 A Yes, it is.

16 Q DE —- Missouri Department of Energy asked
17 you about Exhibit 803 where —-- do you recall that
18 question that involved your Data Request 6007

19 A I do.
20 Q That data request indicated that weather
21 normalized monthly billing data by indiwvidual
22 customer class does not exist. Do you recall that?
23 A I do recall 1it.
24 0 The fact that it doesn't exist, does that
25 change your concern about —- about whether his data
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is weather normalized?

A No, it doesn't change my concern.

Q What other concerns do you have about his
analysis?

A I'm not sure that anybody else in the room
probably besides Staff looked at Martin Hyman's
work papers very closely.

But besides the price elasticity that we
talked about earlier, the sample size, the fact
that it was a .3 percent sample as it pertained to
our general use customers, when I looked at some of
the price elasticities that he applied, for
example, for the summer months —- and I believe in
his direct testimony, he has average usage for the
summer months that are already falling past the
first block.

But if you look at his work papers, his
elasticity would actually show there would be a
growth in the first block in the summer months
under an IBR structure.

MR. ANTAL: Objection. Witness 1is
mischaracterizing Mr. Hyman's testimony. Mr. Hyman
didn't apply any elasticities to his analysis.

JUDGE PRIDGIN: Mr. Fischer?

MR. FISCHER: Well, I think she's giving
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1 her —-- her understanding of what —-- what that study
2 has shown and her concerns regarding that study. I
3 think that's proper.

4 JUDGE PRIDGIN: It's overruled.

5 o] (By Mr. Fischer) Well, let me go to

6 another area. What about the sample size? Did you
7 have any concern about that?

8 A Very small. It was random.

9 Q What do you mean by random?

10 A Not likely representative. Or at least

11 there was no way to know that it was representative
12 of the entire population.

13 Q You were also asked some questions, I

14 believe, by the Sierra Club Counsel regarding

15 declines in usage that would result in overall cost
16 reductions. Do you recall that?

17 A Yes.

18 Q Does a decline in usage always indicate

19 that —- that costs of the system are going down?
20 For example, if you lost Armco Steel or Noranda
21 Aluminum, would that mean your costs are going
22 down?
23 A No.
24 (0] Wouldn't that affect other customers if
25 you did lose load like that?
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1 A Yes. They would have to cover the costs.
2 Q Counsel for MECG asked you a question
3 about whether variable costs should be recovered

4 through variable charges. Do you recall that?

5 A I do.

6 Q Is that a principle that you can endorse
7 generally?

8 A Generally, yes.

9 Q Going back to customer impacts, were you

10 involved in the GMO rate design effort where they

11 consolidated districts?

12 A Yes, I was.

13 Q Did the company, in that instance, look at
14 customer impacts in great, great detail?

15 A Yes. Yes, we did.

16 Q Did you find any surprises in Jjust

17 consolidating districts as far as —— as the

18 customer impacts were concerned?

19 A There's a lot of complexity in this when
20 you looked at the entire customer base, yes.

21 Q Is that the kind of thing that you would
22 do when you look at customer impacts on changing
23 your residential rate structure?

24 A I believe we would have to.

25 MR. FISCHER: Judge, I appreciate your
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1 patience. I'm done. Thank you.
2 JUDGE PRIDGIN: All right. Thank you.
3 This looks to be a pretty convenient time to take a
4 break. Ms. Miller, you may step down.
5 Let's take about 15 minutes. And then
6 it's my intent to try to either end somewhere near
7 6:30, you know, if I can find a natural break. Or
8 if not I may say, you know, we're done. We'll

9 start again. We'll pick up where we left off or
10 Just to let people know if they're trying to make

11 plans for anything tonight.

12 So we'll go back on record at 5:15. 1Is
13 there anything from Counsel before we take a break?
14 All right. Hearing nothing, we will stay in recess

15 until 5:15.
16 (Break in proceedings.)
17 JUDGE PRIDGIN: All right. Good evening.

18 Back on the record in ER-2016-0285. And Staff

19 witness Sarah Kliethermes is on the stand. I'1l1l
20 ask her to be sworn shortly.
21 As I'm sure Counsel is aware, we are now

22 woefully behind the planned schedule. I do admire
23 your ambition. I actually had hoped that we could
24 get through that, but it is what it 1is.

25 We will obviously pick up somewhere in
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1 rate design witnesses tomorrow. And I don't know.
2 I'll have to verify with the Commissioners if we

3 don't get everything done Thursday, Friday may be

4 bad for Commissioners, and so we may have to push

5 the hearing back still further into next week.

6 But I will —-- and I want to let you know

7 that as soon as possible, and we'll kind of keep an
8 eye on progress and see what happens. But if we

9 don't get all the witnesses done by tomorrow, I
10 don't know if Friday would work for the
11 Commissioners, and we may be going into next Monday
12 or —— or another day next week.
13 So I wanted to let you know that as soon
14 as possible so you could start making
15 arrangements. Anything further before I swear in

16 Ms. Kliethermes?

17 All right. Ms. Kliethermes, if you will
18 raise your right hand to be sworn, please.
19 SARAH KLIETHERMES,

20 being first duly sworn to testify the truth, the whole
21 truth, and nothing but the truth, testified as follows:
22 DIRECT EXAMINATION

23 BY MS. PAYNE:

24 JUDGE PRIDGIN: Thank you. You may have a

25 seat. And, Ms. Payne, whenever you're ready.
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1 Q (By Ms. Payne) Could you please state

2 your name?

3 A Sarah Kliethermes, S—-a-r—-a-h

4 K-1l-i-e-t-h-e-r-m-e-s.

5 Q And are you the same Sarah Kliethermes

6 that prepared portions of the report on Staff's

7 class cost of service and rate design labeled as
8 Exhibit 202 in this matter, along with rebuttal

9 testimony labeled as Exhibit 212 and surrebuttal
10 labeled as 2137

11 A Yes. And, also, the Commission —-- or the
12 Staff's report on Commission-ordered issues.

13 Q Yes. And do you have any changes to make
14 to that at this time?

15 A Not that is not already indicated. For
16 example, there was some corrections to the class
17 cost of service report that I included in my

18 surrebuttal testimony.

19 Q Okay. Thank you. And with those
20 corrections that were labeled in surrebuttal, if I
21 asked you the same questions contained in there,
22 would you have the same answers?
23 A Yes.
24 Q Okay. And are all of the answers
25 contained in that testimony true to the best of
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your knowledge?

A As of the direct filing, yes.

Q Okay.

A Or I should say reflecting Staff's direct
case. Yes.

MS. PAYNE: Your Honor, I would offer Ms.
Kliethermes' rebuttal and surrebuttal, Exhibits 212
and 213 at this time, and I'll offer the report,
Exhibit 202, following the other Ms. Kliethermes'
testimony.

JUDGE PRIDGIN: Thank you. 212 and 213
have been offered. Any objections? Hearing none,
213 is admitted. And I'm sorry. Ms. Payne?

(Staff Exhibit 213 was offered and
admitted into evidence.)

MS. PAYNE: I tender this witness for
cross. Exhibit 212, also, right?

JUDGE PRIDGIN: Correct. I admitted 212
and 213.

(Staff Exhibit 212 was offered and
admitted into evidence.)

MS. PAYNE: Thank you.

JUDGE PRIDGIN: Cross—-examination, Public
Counsel?

CROSS-EXAMINATION
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1 BY MR. OPITZ:

2 Q Ms. Kliethermes, were you in the hearing

3 room during the opening statements for this issue?
4 A Yes.

5 Q During the MIEC's opening statement, there
6 was criticism of your surrebuttal at page 5. Do

7 you recall that?

8 A Let me look real quick what it was. Yes.
9 I recall that.
10 Q Based on the hand-out presented by MIEC,
11 it appears they accuse you of characterizing
12 something as production capacity rather than base

13 load plant. Can you tell me what the difference,
14 if any, would be between production capacity and
15 base load plant?

16 A I don't actually have a copy of that

17 hand-out. But I assume that the same argument is
18 made that Mr. Brubaker has made in I think every

19 case where I used the detailed BIP, which is that

20 he misrepresents my assignment of dollar weighted
21 capacity costs as an allocation of costs.
22 Mr. Brubaker appears to believe that I

23 allocate base load plant and separately allocate
24 intermediate plant and separately allocate peaking

25 plant. I do not do those things.
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1 I use the actual costs of those plants on
2 a per megawatt basis to develop an overall

3 allocator for all production plant.

4 (0] And what is it about that method that is

5 most appropriate for rate design in this case?

6 A Well, different production plants have

7 different capacity costs. And because we have

8 shifted to an integrated market where all energy

9 has a specific cost, it's important to recognize
10 how that cost of energy varies across the hours no
11 matter who is consuming that energy and no matter
12 what their load factor.
13 So if you're going to recognize those
14 variable costs of energy over the course of the
15 year, 1it's important to also recognize the varying

16 cost of the capacity that were used to produce that
17 enerqgy.

18 Q Does your method take into account that --

19 well, let me rephrase. So would you agree with the
20 proposition that utilities build for peak?

21 A I would agree that is half right. It is

22 only half right. Utilities build to efficiently

23 serve their load over the course of a year.

24 They also need to meet peak or secure that

25 capacity to meet that peak through some sort of
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1 energy market or other contractual relationship.

2 Q Does your BIP method take into account

3 the, I guess, peak that a utility must meet?

4 A Yes.

5 Q And --

6 A That's the P.

7 Q It simply does so differently than the

8 methods used by MIEC and MECG; is that correct?

9 A Actually, on the peak, not really. The —-
10 the peak portion, the only difference is that we

11 use a dollar weighted cost of capacity whereas

12 under the A&E method that Mr. Brubaker has —-- has
13 gone for and under the method that Mr. -- or

14 Dr. Schmidt uses, you're assuming that all capacity
15 costs the same.

16 So they account for the peak by saying

17 that it is the same cost of capacity to install a
18 combustion turbine —-- turbine or buy a capacitor

19 that only has to discharge for one second as what
20 it is to build a coal plant that has environmental
21 treatment associated with it or a nuclear plant
22 that as a lot of cost associated with that capacity
23 initial installation.
24 Q And you disagree that those should be
25 valued the same?
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1 A I disagree that those should be valued the
2 same 1f you are looking at —-— well, if the reality
3 is that the fleet is not made up of one type of

4 capacity, then the allocator shouldn't reflect one
5 capacity cost.

6 If all of KCP&L's fleet were made up of

7 combustion turbines or all of KCP&L's fleets were
8 made up of nuclear facilities, then there's some

9 reasonableness to that.
10 MR. OPITZ: That's all I have. Thank you,
11 Judge.
12 JUDGE PRIDGIN: Mr. Opitz, thank you.
13 Cross—-examination, MIEC?
14 MR. DOWNEY: Yes. Give me a —— give me a

15 second, Judge.

16 CROSS-EXAMINATION

17 BY MR. DOWNEY:

18 Q Okay. Ms. Kliethermes, are you familiar
19 with Mr. Brubaker's Table 1, page 13 of his

20 rebuttal?

21 A Give me a moment. I have Table 1 before
22 me. Yes.
23 Q Okay. Before we get to that, let me ask

24 you this question. 1Isn't it correct that in

25 developing your dollar weighted capacity cost
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1 allocation, your allocation of the base load costs
2 is equivalent to allocating on an energy basis?
3 A I don't allocate base load. But I assign
4 it using average demand, which average demand 1is
5 going to be proportionate to energy. Yes.
6 Q So the answer is yes?
7 A Well, no, because you used two terms

8 differently than I would be comfortable using them.

9 But with that exception, yes.

10 Q Okay. And then back to Table 1, page

11 13 —

12 A Yes.

13 Q —— does Mr. Brubaker correctly in Columns
14 1l and 2 use the information from Staff's rate

15 design and class cost of service report, page 197

16 Does he correctly report that?

17 A If you —— if you exclude his follow-up

18 question interpreting what says that table means,
19 then yes.

20 Q Okay. And Column 3 —-- I guess Column 3,
21 is that —- are those figures accurately taken from

22 your work paper Market Energy.XLSX?

23 A I truly don't know, but I will accept that
24 he can copy and paste a number.
25 MR. DOWNEY: All right. ©No further
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questions.
JUDGE PRIDGIN: Mr. Downey, thank you.
Cross from MECG?
MR. WOODSMALL: No questions.
JUDGE PRIDGIN: U.S. Department of Energy?
MR. GARG: Just a couple.
CROSS-EXAMINATION
BY MR. GARG:

0 Hi, Ms. Kliethermes.

A Yes. Close enough.

Q Sorry. Kindred spirits. My name is also
mispronounced a lot. I'm Rishi Garg representing
Department of Energy. I have a couple questions to
ask you. Could you refer to page 3 off your
surrebuttal testimony, lines 7 to 9?

A Yes.

Q And you indicate that Staff made a
correction to its production capacity allocator and
that Staff's correction addresses, quote,

Mr. Schmidt's concern that Staff used absolute
intermediate and peak demands instead of
incremental capacity requirements in calculating
its production capacity allocator. Did I read that
correctly?

A I believe so.
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1 Q Where in Mr. Schmidt's testimony does he

2 express a concern that Staff used absolute

3 intermediate and peak demand instead of incremental
4 capacity requirements in calculating its capacity

5 allocators?

6 A I apologize. I actually don't have a copy
7 of his rebuttal testimony. If I could borrow one?
8 Q Absolutely.

9 MR. GARG: May I approach the witness?
10 JUDGE PRIDGIN: Yes, you may.
11 A Yes. As a —— as I indicate on page 3 with
12 the footnote, I refer to his rebuttal at Page 2.
13 And if you look at his second bulletpoint, he
14 discusses —— oh, I'm sorry. Third bulletpoint. I
15 can't —— I can't count down today.
16 Whether peak demand is —-—- whether —-

17 sorry. Sorry. It was the second bulletpoint. All
18 customers that use electric during peak power are

19 responsible for the peak and those types of

20 customers could reduce the demand reducing their

21 peak.

22 And then in fairness, that probably was

23 not the best reference to his testimony. He does
24 have the discussion on —- yeah. I'm sorry. If you
25 look at page 7 -— page 7, lines 13 through 16, he
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1 clarifies that all production and transmission
2 plant costs are allocated during the peak period,

3 not Jjust the peaking plant.

4 And that's reflected in how —- initially,
5 I had a formulator in my worksheet where I was
6 using the total peak over the total intermediate

7 over the total base, and that's simply wrong. I

8 had a formulator.

9 And in correcting that, it then applies
10 all three plant types to the peaking instead of
11 stacking those types. It's the difference, if you
12 will, between an A&E and an A&P.
13 I had a —— the initial error made mine
14 similar to A&P when, in fact, the way that the

15 three plant types layer is like an A&E. You're

16 Just adding an intermediate step.
17 Q And in making that correction, you're
18 addressing a concern that Dr. Schmidt expressed on

19 lines 13 and 16 of his rebuttal testimony?

20 A Yes.
21 Q Okay.
22 A And I apologize. I should have referred

23 to page 7 rather than page 2. Well, fixing an
24 error. I mean, I wanted to make it correct.

25 Q Let's go to —- back to your surrebuttal.
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1 On line 11, you —- you quote from Dr. Schmidt's

2 rebuttal testimony. Do you —— do you see that?

3 A I do.

4 Q And you —- you state on line 11 that --

5 that you agree with the statement that he —-- that
6 he made -—-

7 A Yes.

8 (0] —— is that correct? And the —-- the

9 statement that you agree with, in part, is, quote,
10 All customers that use electric power during the
11 peak period are responsible for the peak.
12 A Yes.
13 0 Is that correct? And, in fact, you state
14 starting on line 16 and 17 in reference to this

15 statement that I just read that it is the basis of
16 Staff's detailed base intermediate peak method and,

17 quote, the entire point of the BIP production

18 capacity allocator; is that correct?
19 A Yes.
20 Q How many system peak hours in a year are

21 used to develop the 4CP allocator, if you know?
22 A You —-—- and to clarify, you literally mean
23 the 4CP?

24 Q That's right.

25 A That would be four.
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1 Q Thank you. Can you refer to page 4 of
2 your surrebuttal to the uppermost of the two
3 figures on page 47?
4 A Yes.
5 Q And could you —-- could you tell me how

6 many hours you believe comprise the peak period in

7 that?

8 A Well, it's important to note we're using
9 two different terms. That's —- that's why I
10 clarified earlier when you said what does —- how

11 many peaks are in the 4CP.

12 The peak period is based on what the 4CP
13 hits as its maximum, and it's based on what the 12
14 NCP is as it's floor. So there are multiple hours

15 that vary by class for how many hours fall in that

16 range.
17 Q Yeah. Thank you for —- for all that. But
18 my question is, can you —— can you tell me how many

19 hours you believe comprise the peak in this figure?
20 A Only one hour comprises a peak. There are
21 multiple hours that have energy usage in the

22 peaking range.

23 Q On —— on this graph?
24 A Yes.
25 Q On the top of page 4, there's one hour
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1 that comprises the peak?

2 A In —— I'm sorry. I don't understand the

3 question.

4 Q I'm —— I'm referring to this figure on the
5 top of page 4. Do you see it?

6 A I —— I see it. Yes.

7 Q All right. Can you —— can you tell me

8 from looking at this how many hours you believe

9 comprise the peak period?

10 A I don't understand that question as you

11 are using those terms. I can tell you how many

12 hours have the peak of energy consumption. And I
13 can tell you how many hours reflect usage in the
14 peak period. Are you asking that second gquestion?
15 Q I was asking a different question. But

16 let me withdraw the question.

17 MR. GARG: I have no further questions.

18 JUDGE PRIDGIN: Okay. Thank you. Further
19 cross, Sierra Club?
20 MS. ROBERTS: No questions, Judge.
21 JUDGE PRIDGIN: Renew Missouri?
22 MR. ROBERTSON: No questions.
23 JUDGE PRIDGIN: NRDC?
24 MR. ROBERTSON: No questions.
25 JUDGE PRIDGIN: Missouri Division of
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1 Energy?

2 MR. ANTAL: No questions.

3 JUDGE PRIDGIN: CCM? KCP&L?

4 MR. FISCHER: No question, Judge.

5 JUDGE PRIDGIN: Bench questions?

6 Mr. Chairman?

7 CROSS-EXAMINATION

8 BY CHATRMAN HALL:

9 Q Good evening.

10 A Good evening.

11 (0] When was the last time the Missouri Public
12 Service Commission used the BIP allocation

13 methodology in a rate case?

14 A I believe the last time the Commission

15 entered an order on cost of service in a rate case,
16 which would have been the Empire rate case. Not

17 the most recent one that was concluded by a Stip.,
18 but the prior one, I believe.

19 (0] And before that?
20 A In the Ameren case prior to that -- and —-
21 and the Empire case and the Ameren case, we're
22 using the specific detailed BIP as distinguished
23 from a —— a non-detailed BIP.
24 But in the prior —- not the most —-- not
25 the currently pending Ameren case, but the one most
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1 recently concluded, I believe the Commission

2 determined that the A&E and BIP results were so

3 similar that they needn't find -- find between the

4 two.

5 Q Okay. Other than those two cases, is it

6 safe to generalize that —- that —-- that the

7 Commission has been using the A&E?

8 A No.

9 Q Okay. Well, how would —- to what extent
10 do you believe that the Commission has —— has used
11 the A&E methodology?

12 A I've been here 11 years. So I can't speak
13 for much before that.

14 Q And I don't really care about before that,
15 so we're good.

16 A In the time I have been here, I believe

17 most of the orders that —-- to the extent the

18 Commission has determined a result and rate cases
19 weren't resolved by Stip., which would be a lot of
20 them, I think that they've used the A&E in an

21 Ameren case where they rejected the A&P.

22 And in all of the other orders that I can
23 think of where rate design was dealt with, they

24 used the A&P as a surrogate for a TOU, time of use.
25 And so the —-—- the —- the BIP has really
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1 only been presented in the last three or four years
2 ever since that Ameren order, in either form,

3 either the plant stratification or the enhanced A&E
4 if you will.

5 Q And you may have -- have already addressed
6 this on cross. And if so, I apologize. But you —-
7 you're aware of the characterization of the BIP

8 methodology as requiring that each generation plant
9 be designated as baseline, intermediate or peak?

10 Did you hear that characterization?

11 A Yes.

12 Q And you disagree with that?

13 A No. I —-— I agree —- there's a distinction
14 here. It's subtle, but it's an important one. We
15 don't say, Here's the cost that you have associated
16 with Wolf Creek versus here's the costs that you

17 have associated with ——- I'm blanking on the name of

18 one of their CTs right now.

19 But we don't say, This class 1is

20 responsible for these costs. We use the actual
21 costs of the different types of plant in the

22 utility's fleet to come up with a dollar weighted

23 average cost of capacity and a dollar weighted
24 average cost of production associated with each
25 unit.
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Q But you are or you're not characterizing
the plants in those three categories?

A No. You -—- I'm sorry. You divide the
plants into those three categories to come up with
those three types of average costs.

Q Okay. Does it make sense to divide plants
up on that categories even though KCP&L has —- is
now part of the integrated marketplace?

A It's better than the A&E. There —-
really, the ideal thing to do would be to do
something like what time of use studies used to be
or some other form of plant utilization study.

The —-- the happy medium, if you will, is a
plant stratification study such as the detailed
BIP. There's lots of ways to —— to peel that
apple, if you will.

Q Let me switch gears to the Staff's report
responding to certain Commission questions. And
I'm going to focus on the -- the infrastructure
efficiency portion of that report. Do you have
that in front of you?

A I am about to. Yes.

Q Okay. Can —-— can you explain to me why
you believe it would be appropriate for —- for us
to modify the —- the facility extension tariff for
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1 KCP&L to be more like GMO's?

2 A Well, and, actually, I think that in your
3 proposal that you discussed with Ms. Miller, you —-—
4 you hit on the nose why we think it's appropriate.
5 If you were trying to get customers to use
6 infrastructure that's already in place, it would

7 seem obvious that you would discount what they

8 would pay to access that infrastructure.

9 The concern is, because KCP&L does not

10 look at the cost of energy to serve new customers
11 in a Greenfield —-- or in any new installation,

12 they're essentially making it cheap -- they're

13 making it just as cheap or almost just as cheap to
14 do a Greenfield installation as to do a Brownfield
15 installation.

16 So if your cost i1s next to nothing or

17 nothing, then there's really no benefit to gaining
18 from the —-—- the Brownfield application.

19 Q Do you have any sense as to the —-- the
20 amount of impact that that change might have on —-
21 on any particular facility extension?
22 A I don't. That was part of what we hoped
23 to develop with KCP&L during the course of this
24 case. And those conversations didn't ultimately
25 pan out.
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Q What are your thoughts about that pilot
program that I outlined with Ms. Miller earlier --

earlier today? Do I need to go over those

components again, or do you —-— do you remember
them?
A I —— I remember them. I ——- I guess I

would have to caveat with the initial statement
that I haven't had an opportunity to discuss with
management, so I can only offer my opinion as my
opinion.

I would want to have a conversation as —-—
as Ms. Miller indicated with some of the folks in
the Operations Department.

I guess my concern would be that if a
given customer that you're trying to attract to
that Brownfield area would not pay any costs or
would pay minimal costs to install in a Greenfield
area, then you're really not changing what they
would pay under either construct.

In other words, for many customers to go
into a Brownfield area today, it, it may be low or
no cost, and it would be the same low or no cost to
go into a Greenfield area.

Q So it might not provide much of an

incentive?
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1 A Absent changing the extension fees, yes.

2 Or no, I suppose.

3 Q But it might be more aligned with actual

4 cost causation?

5 A If the customer is not requiring

6 additional facilities to be installed, that

7 customer is causing minimal costs that would need

8 to be recovered under —- under your proposal.

9 Correct.

10 Q How difficult do you believe it would be

11 to designate a particular geographic region as —-
12 as an area with excess distribution infrastructure?
13 A Well, things have a habit of getting a lot
14 easier once they get ordered in the sense that we
15 have to do it. I —-- from the conversations I've

16 had with the company, I get the sense that that

17 would be difficult. I do not get the sense that

18 that would be impossible, with —-- with the

19 understanding that switching occurs, and as
20 substations are replaced, they may be replaced in
21 different areas. They may be, you know,
22 consolidated, that sort of thing. But your —-- I
23 believe your proposal catches that with the ability
24 to modify over time.
25 Q Do you believe that it would be -- be
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1 appropriate to establish a tracker related to this
2 —— this type of program?

3 A I can tell you that I do not believe that
4 extension costs today are —— I —— I don't know.

5 That would be a better question for —-- for someone
6 in the Accounting Department.

7 Q Do you believe that it would be

8 appropriate to put some kind of cap on the —— on

9 the pilot program?

10 A Again, that would probably be better for
11 somebody in the Accounting Department. I'm —— I'm
12 not sure that your part of the proposal would, in
13 practice, change much from the status quo for how

14 that development occurs today. But I would need to
15 talk to —— with some people with the company to

16 better understand that.

17 Q Okay. This —- this next line of questions
18 may be more appropriate for -- for Robin

19 Kliethermes, but I'm going to go ahead and start
20 with you. And if you tell me I should move into
21 her, she'll be lucky enough to get them when she's
22 on the stand.

23 A I'll do that as promptly as I can.

24 (0] If —— if the Commission were to determine

25 that it was appropriate to implement some kind of
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1 —— of inclining block rate structure for the summer
2 and some kind of movement away from the —- from the
3 current declining block rates in the winter, how

4 would the Commission -- what would be needed in

5 order to —— for the company to file compliant

6 tariffs?

7 A You mean just in terms of —-- of do we have
8 the billing determinants necessary to do the math?
9 Q Well, T mean, I —— the only inclining

10 block rate structure that has been submitted in --
11 in testimony in this case is —-- is the Division; is
12 that correct?

13 A Sure. Yes. I believe so.

14 Q Okay. So, clearly, if —— if we were to

15 adopt that approach, then that could be modified

16 based on whatever the revenue requirement was ——

17 was ultimately determined to be?

18 A Yes. With one caveat. And this —-- this

19 was discussed an extent with Ms. Miller. Perhaps I
20 can try to clarify a little more.
21 Mr. Hyman's study based on a sample of
22 actual bills. But when we take the revenue
23 requirement and we get our week or two to try to
24 give you tariff sheets back, what we use are
25 actually the billing determinants that are the
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1 comprehensive list of what charges are in what
2 blocks.
3 So we would —- if you told us, Give them
4 this revenue requirement and we want this percent
5 of an incline or something like that, we would be

6 able to develop rates that reflect that. But they
7 wouldn't —-— I would —-- can't imagine that they

8 would look exactly like what Mr. Hyman prepared.

9 Q So —- so in other words, what you would

10 need -- what the company would need would be the
11 percent of the incline?

12 A Or any kind of relationship. It's —— it's
13 Just that the exact relationship between first,

14 second and third that Mr. Hyman developed is not

15 based on the billing determinants, so it wouldn't
16 tie out to the revenues.

17 Q All right.

18 CHAIRMAN HALL: No further questions.

19 Thank you.

20 MS. KLIETHERMES: Thank you.

21 JUDGE PRIDGIN: Any further Bench quiz?
22 COMMISSIONER STOLL: No questions.

23 COMMISSIONER COLEMAN: No.

24 JUDGE PRIDGIN: Thank you. Any recross
25 based on Bench questions? Public Counsel?
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MR. OPITZ: No, thank you, Judge.
JUDGE PRIDGIN: MIEC?
MR. DOWNING: Yes, Judge.
RECROSS EXAMINATION
BY MR. DOWNEY:

Q Chairman Hall asked you some questions
about taking plant and assigning it to a B, an I or
a P. Do you recall that discussion?

A Yes. Yes.

Q Are there some types of generating plants
that are not designated B, P or I?

A Yes. As I discussed, I forget what page
it's in, but there is a discussion in the report
that we exclude the renewables as, frankly, a —-
both as public policy that everybody should be
paying for renewables and, also, Jjust as a
practical matter that would shift all of the costs
of the renewables to the high load factor
customers. And, frankly, that doesn't seem fair to
me.

(0] So like wind and solar?

A I don't know that the company has any
solar investment. But wind, vyes.

Q Right.

MR. DOWNEY: Thank you.
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1 JUDGE PRIDGIN: Mr. Downing, thank you.

2 MECG?

3 MR. WOODSMALL: Yes, your Honor.

4 RECROSS EXAMINATION

5 BY MR. WOODSMALL:

6 Q And in response to a question from

7 Chairman Hall, you indicated that the Commission

8 adopted BIP in an Empire case; is that correct?

9 A I hope that I didn't use the word adopted.
10 I know that this is something that certain parties
11 put certain —-- the Commission used 1it.

12 I —— I don't like to say that what a
13 Commission did in a prior case holds that

14 Commission to do anything going forward.

15 Q Do you —— is it your belief that the

16 Commission was asked in that case to decide between

17 BIP and another production allocator?
18 A I can't recall a case where you haven't
19 asked the Commission to decide that, so I believe

20 they would have been, yes.

21 Q Do you believe it was a litigated issue,

22 them deciding between BIP and another production

23 allocator?

24 A Could you be more specific in what you're

25 asking?
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1 Q Do you think the —- the list of issues
2 said something to the effect, what production
3 allocator should the Commission use in this case?
4 A I don't recall. I know that which study
5 to use was an issue.
6 Q Okay. Let me see if I can refresh your

7 recollection. Would you agree that what happened
8 in that case was MECG accepted Staff's

9 quantification of the residential subsidy as
10 quantified by the BIP and that the only issue in
11 that case was how fast to remove that residential

12 subsidy?

13 A I'm confident that Staff did not identify
14 a residential subsidy in that case. So could you
15 repeat the question? I —-- I lost track as you were

16 saying 1it.
17 Q Staff -- do you recall that Staff executed
18 a Non-Unanimous Stip. with other parties besides

19 MECG that reduced the residential subsidy over the

20 course it would have taken like 11 years?

21 A Again, I'm confident that we did not

22 identify a residential subsidy. I believe we did
23 agree to a shift to residential. I don't recall
24 the level of detail you're discussing. No.

25 Q Okay. Do you recall -- well, if there was
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1 a shift to residential, you don't believe that that

2 equates to a residential subsidy?

3 A No. They were providing a positive

4 return.

5 Q Okay. So you don't believe —— so you

6 believe as long as they're providing a positive

7 return, there is no residential subsidy?

8 A That's what the word subsidy means.

9 Correct.
10 Q Okay. So when you say positive return, if

11 their ROE is .01 percent, there is no residential

12 subsidy under your definition; is that correct?

13 A I wouldn't use the word subsidy. I can't
14 imagine I wouldn't recommend that there be revenue
15 responsibility to shifts. But, no, I would not use

16 the word subsidy in that case.
17 Q Okay. And in that case, there was —-
18 Staff quantified how much it would take under the

19 BIP model to bring residential class to full cost

20 of service. Do you recall that?

21 A I recall that Staff calculated, as we do

22 in every case, the changes necessary to revenues to
23 produce an equal percentage of ROE among the

24 classes. I don't recall what that amount is, if

25 that's what you're asking.
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Q And do you believe that MECG asked the
Commission to adopt as a litigated issue a
production allocator in that case different than
Staff's BIP model?

A I —— I believe so because there was an
issue with SPS. And, in fact, what the Commission
did in —-- 1in using the BIP study is it —-- or not
SPS.

One of ——- one of your client's classes got
a small increase because of MIEC —- MECG's position
in that case due to the difference in your class
cost of service study and Staff's class cost of
service study. I don't recall the extent of that,
but I do recall that.

Q Okay.

A It's hard to forget.

Q Well, apparently, you have. We'll let the
Commission order speak for itself because there is
a completely different understanding here. So
thank you.

JUDGE PRIDGIN: Thank you. Any cross
based on Bench questions? U.S. Department of
Energy?

MR. ANTAL: No, your Honor.

JUDGE PRIDGIN: Sierra Club?
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1 MS. ROBERTS: No, your Honor.

2 JUDGE PRIDGIN: Renew Missouri?

3 MR. LINHARES: No.

4 JUDGE PRIDGIN: NRDC?

5 MR. ROBERTSON: ©No, thank you.

6 JUDGE PRIDGIN: Missouri Division of

7 Energy?

8 MR. ANTAL: No questions.

9 JUDGE PRIDGIN: CCM? KCP&L?

10 MR. FISCHER: Yes, Judge, briefly.

11 RECROSS EXAMINATION

12 BY MR. FISCHER:

13 0 Ms. Kliethermes, in answer to Chairman

14 Hall's question regarding what you would need in
15 order to actually implement an inverted rate

16 structure in the summer —- do you recall that

17 question?

18 A Yes.

19 Q Would the company need to determine the
20 billing determinants based on the blocks that —-
21 that the Division of Energy put forward the first
22 600 kilowatt hours and the next 600 kilowatt hours?
23 A I would defer for specific details to the
24 other Ms. Kliethermes. But what I intended to
25 cover by that response I gave to the Chairman would
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1 be that we would need to be sure that whatever
2 rates were used to tie to the billing determinants
3 that we have information for.
4 (0] And we don't have information at this

5 point about a block of 600 and then an excess block

6 —— another 600; is that right?

7 A I would defer to the other Ms.

8 Kliethermes, but I suspect that -- that you're

9 accurate on that.
10 Q Would you also need to have price
11 elasticity studies if you were actually going to
12 use a proposal like this to determine what the

13 impact on increase in the tail block would be for
14 —— on demand?

15 A I —— in keeping with Missouri statute, I
16 don't believe so. No.

17 Q Well, if you didn't do that, wouldn't you

18 be likely that you would end up with a revenue
19 shortfall®?

20 A I don't know.
21 Q Did you hear Counsel for the -- the
22 Department of Energy indicate that a price

23 elasticity study was not applied to the proposal of
24 the Division of Energy?

25 A I'm sorry. I didn't follow. Could you
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1 say that again?

2 Q Did you have —-- you were in the room when
3 I think it was Counsel for the Division of Energy
4 indicated that Mr. Hyman had not used price

5 elasticity studies in the development of his

6 program —— or his proposal? Maybe I'm

7 mischaracterizing what was said, but -—-

8 A I —— I recall him saying ——- I don't recall
9 the detail of what he said. I'm sorry.

10 Q Okay. Thank you. 1I'll ask him. thank

11 you.

12 JUDGE PRIDGIN: Thank you. Any redirect?
13 MS. PAYNE: Yes. Thank you, your Honor.
14 REDIRECT EXAMINATION

15 BY MS. PAYNE:

16 Q All right. Ms. Kliethermes, you made a

17 comment —-- Chairman Hall was asking you about the
18 BIP study, and you referred to it as plant

19 stratification. Can you explain what plant
20 stratification means?
21 A Plant stratification is the process of
22 dividing out multiple gener —-- of consolidating
23 like generating units into kind of study groups, if
24 you will, to look at what the cost of those plants
25 are, either from a capacity cost or an energy

MIDWEST LITIGATION SERVICES
www.midwestlitigation.com Phone: 1.800.280.3376 Fax: 314.644.1334



EVIDENTIARY HEARING - VOLUME 11 2/22/2017
Page 1005

1 production cost or both in the case of Staff. It's

2 done in a —-—- oh, gosh. Most of the states under
3 that name where Excel Energy operates.
4 Q Okay. Thank you. Sorry. Okay. And when

5 the U.S. Division of Energy was asking you about
6 the -- the BIP study, they referenced the
7 production allocators. Would you agree that the

8 production allocators are driving the differences

9 in the results of the studies, the cost allocation
10 studies performed by the parties here?
11 A That is a difference. It's probably not
12 as large of a difference as the differences in —-
13 in revenues. Specifically, the companies that —--

14 every party except for Staff based their CCOS on

15 the company's revenues and the company's revenue

16 requirement.

17 So you're going to have some difference in
18 study results if you're building in an extra $90

19 million of revenue requirement, removing $7 million
20 of revenue and moving around how those things

21 relate due to some —- some issues with rate

22 switcher that exist between Staff and the company.
23 Those —— those would drive a large difference. I
24 believe I addressed that in my rebuttal testimony.

25 Q Thank you. I believe you did. Also, in
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1 Chairman Hall's line of questioning, you referenced
2 the A&E study and the use of it in the past. 1Is

3 Staff opposed to the A&E study?

4 A It's a blunt tool. It has its use when

5 there's data limitations or a back of the envelope.

6 In a lot of the cases where an A&E study and a BIP

7 study are done using these same revenues and the

8 same revenue requirement, the results are quite

9 comparable, as the Commission noted in that Ameren
10 case.
11 Q Thank you. In answering MIEC, Mr. Downey

12 when he was questioning you, you noted that there
13 was a difference between allocate and assign. Can
14 you he elaborate on that?

15 A Sure. Some costs are —-- are known what

16 class they go to. And this is actually the portion
17 of the study that the other Ms. Kliethermes tends

18 to handle.

19 Where —-- where we do some assignment would
20 be, oh, for example, 1f there's where a company —-
21 where a customer owns their own transformer and

22 pays rent on that. We would assign those revenues
23 and we would assign that plant transformer to that
24 class.

25 Most of the study is done on allocation
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1 where we're just taking a reasonable measure of a

2 cost as a basis to spread that cost of the classes
3 because we don't have the level of detailed

4 information to specifically say, This cost is

5 assoclated with this customer in this class.

6 Q So would you say the characterization of

7 something as an allocation where it was actually an
8 assignment would make a difference in what was

9 actually conducted during the study?
10 A Or vice versa, yes.
11 Q Thank you. When Mr. Opitz was questioning
12 you, he mentioned that the -- the peaking plants
13 were causing —— there was a lot of controversy

14 causing that within the study. Are peaking plants

15 the most important consideration here?

16 A Well, you need all —-—- even operating in an
17 integrated market, you need to efficient —-- 1t is
18 most economical, well, even when operating in a

19 integrating market to have plants that are

20 compatible with your generation.

21 I think the Commission is very cognizant

22 in what you call the true purchase power issue that

23 much of what the utility's load uses does actually
24 come from the utility's own generation and that you

25 are netting the value of the energy for the rest of
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1 it

2 You know, peak is important. But if you
3 only cared about peak, you wouldn't build

4 generation. You would buy capacity through the

5 market or you would install a capacitor.

6 You know, to have nuclear plants and coal
7 plants as KCP&L does 1s a recognition that they

8 have some load in every hour. And, hopefully,

9 they're serving it as efficiently as possible.
10 Q And one final question. If you can refer

11 to your surrebuttal testimony on page 4.

12 A I'll be happy to 1f I can find it back.
13 Q I can hand you a copy if it will help.
14 A I —— I apologize. I can't find my copy
15 back.

16 MS. PAYNE: May I approach?

17 JUDGE PRIDGIN: You may.

18 A Thank you.

19 Q (By Ms. Payne) Mr. Garg was asking you

20 about the table at the top of Page 4 there in your

21 surrebuttal. Do you recognize that?

22 A Yes.

23 Q Can you explain what exactly that table
24 conveys?

25 MR. GARG: Objection, your Honor. I
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withdrew that question.
JUDGE PRIDGIN: Ms. Payne?
MS. PAYNE: I'm sorry. I did not hear
what he said.
JUDGE PRIDGIN: I think he said he
withdrew that question.
MS. PAYNE: Oh, okay. Well, I thought
there was still a line of questioning involving the

table before he withdrew the specific question.

JUDGE PRIDGIN: I may be —— I think I'm
going to sustain the objection. If you think I'm
inaccurate, please proceed. But I recall he tried

to get an exchange with Ms. Kliethermes and he
eventually withdrew his question about the chart.
But my memory may be wrong. Or are we maybe
talking about two different charts?

MS. PAYNE: My understanding was that he
asked her specifically about the table, and she
answered at least one or two gquestions regarding
it. And then when he asked her the final question,
that was the one that he withdrew. I was merely
wanting to clear up what the table reflected for
the sake of the Commissioners.

JUDGE PRIDGIN: All right. I'1ll let you

proceed, and he can launch an objection if he
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wants.

A I'm sorry. What was the question.

Q (By Ms. Payne) The question was simply
what does that table reflect?

A Well, the top table is the residential
class. The second table is the LPS class. And
this is simply showing what portion of that class's
energy was for purposes of developing the
production allocator, treated as being served by
base versus by intermediate versus by peak, and
then, therefore, what capacity —-- dollar weighted
capacity value would be applied to it and what
dollar weighted energy value would be applied to
that in calculating ultimately an allocator.

So as you can see —— and I —-- and I
apologize. This is black and white. But the color
that is associated with base 1s present in all
hours as it's reflective of average demands and the
fact that average demand is average.

Intermediate only can occur in hours where
all of the base capacity associated with that class
has been utilized. So anything above that and up
into the peak cutoff is —-- is priced out at the
intermediate determinants.

And then, finally, peak is only applied to
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1 those hours where the —— the base and intermediates
2 capacity associated with that class has been fully

3 utilized.

4 MS. PAYNE: Thank you. No further
5 questions, your Honor.
6 JUDGE PRIDGIN: All right. Thank you.

7 And, Ms. Kliethermes, you may step down. And,

8 Ms. Kliethermes, you may take the witness stand.

9 That's going to read funny. Ms. Kliethermes, if
10 you'll raise your right hand to be sworn, please.
11 ROBIN KLIETHERMES,
12 being first duly sworn to testify the truth, the whole
13 truth, and nothing but the truth, testified as follows:
14 DIRECT EXAMINATION

15 BY MS. PAYNE:

16 JUDGE PRIDGIN: Thank you very much. You
17 may have a seat. Ms. Payne, when you're ready.
18 Q (By Ms. Payne) Can you please state your

19 and spell your name for the court reporter?

20 A My name is Robin Kliethermes, R-o-b-i-n

21 K-1-i-e-t-h-e-r-m-e-s.

22 Q And are you the same Robin Kliethermes who
23 adopted portions of Staff's rate design and class
24 cost of service report labeled as Exhibit 202 in

25 this matter authored by Mr. Jim Busch?
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1 A Yes.
2 Q And did you also cause to be prepared
3 rebuttal testimony labeled as Exhibit 210 and
4 surrebuttal testimony labeled as Exhibit 2117
5 A Yes.
6 Q And do you have any corrections to make to

7 that testimony at this time?
8 A I am not aware of any other corrections

9 other than I've already made to my rebuttal and

10 surrebuttal —-- or made in sur —— rebuttal and
11 surrebuttal to direct.
12 Q In taking those considerations into —-—

13 taking those corrections into consideration, would

14 you have —— would you ——- if I were to ask you the
15 questions to be contained in that testimony, would
16 you answer the questions true —-- the same?

17 A Yes.

18 0 And are all the answers in there true to

19 the best of your knowledge?
20 A Yes.
21 MS. PAYNE: Okay. At this time, I would

22 offer Staff's Exhibit 202, 210 and 211 into

23 evidence.
24 JUDGE PRIDGIN: Exhibit 202, 210 and
25 2117
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1 MS. PAYNE: 210 and 211, vyes.

2 JUDGE PRIDGIN: All right. Thank you.

3 Those have been offered. Any objections? Hearing
4 none, 202, 210 and 211 are admitted into evidence.
5 (Staff Exhibits 202, 210 and 211 were

S offered and admitted into evidence.)

7 JUDGE PRIDGIN: And the witness has been

8 tendered for cross. Any cross—examination? Public
9 Counsel?

10 MR. OPTIZ: No, thank you, Judge.

11 JUDGE PRIDGIN: MIEC?

12 MR. DOWNEY: Yes, Judge.

13 CROSS-EXAMINATION

14 BY MR. DOWNEY:

15 Q Good evening.

16 A Good evening.

17 Q Do you have your surrebuttal in front of
18 you?

19 A I do.
20 Q Would you turn to Page 6, please?
21 A Okay.

22 Q And on lines 2 through 9, there's a

23 question and an answer.

24 A Yes.

25 Q And is it —- I'm going to paraphrase, but
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1 is it fair to say that you were addressing a
2 calculation error that Mr. Brubaker identified in
3 his rebuttal?
4 A I was attempting to address a correction,

5 so I made a correction. I don't think it fully

6 went to what he was saying in rebuttal. But I did

7 correct my class cost of service.

8 Q Okay. And when I said correction, I meant
9 a correction to what Staff had done, not a
10 correction to what Mr. Brubaker had done.
11 A Yes. I corrected our direct.
12 Q And it says on line 7 that Staff that —-

13 has done the recalculation?

14 A Yes.

15 Q Is —— is that you —--

16 A Yes.

17 Q —— when I say Staff?

18 A Yes.

19 Q All right. And are you aware of any

20 concern that any party has about the correctness of

21 that recalculation?

22 A I don't know that anybody has raised a

23 concern with that since this was surrebuttal. So I
24 have not heard of a concern with the recalculation.
25 Q Okay. Mr. Brubaker did not tell you about
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1 a concern he had with your recalculation?
2 A Well, it didn't move to Mr. Brubaker's
3 analysis, so I would say there's still a difference
4 of his calculation versus my calculation. So I
5 would say, yes, he probably does have a concern
6 with my testimony.
7 Q Okay. But, I mean, did you know before

8 you took the stand today that he had a concern with

9 your surrebuttal testimony?

10 A Oh, okay. Yeah. Earlier today, he wanted
11 to show me some differences that he had —-- had

12 looked at and said that mine were too —— mine were
13 too high, which I assume because I didn't move to

14 his full correction, yes. I mean —-

15 Q Okay.

16 A —-— he saw a concern.

17 MR. DOWNEY: Okay. That's all I have.

18 A Okay.

19 MR. DOWNING: Thank you.

20 JUDGE PRIDGIN: Thank you. Excuse me.

21 Thank you. Cross by MECG?

22 MR. WOODSMALL: No questions.

23 JUDGE PRIDGIN: U.S. Department of Energy?
24 MR. GARG: Nothing.

25 JUDGE PRIDGIN: Sierra Club?
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10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

MS. ROBERTS: No questions.
JUDGE PRIDGIN: Renew Missouri?
MR. LINHARES: Yes. Just a few questions.
CROSS-EXAMINATION
BY MR. LINHARES:

Q Good evening, Ms. Kliethermes.

A Good evening.

Q I want to ask you briefly about an

objection you had to the inclining block rate

proposal -—-

A Okay.

Q —— from Division of Energy. Specifically,
your point regarding space heating customers. I

believe this is in your rebuttal testimony. Do you
have that in front of you?

A Yes.

Q Ms. Miller with the company wasn't able to
tell the —- or estimate how many customers in the
KCP&L —- how many residential customers out of the
600 or so thousand were space heating customers.
Do you have any knowledge on than number?

A So I did not specifically calculate
revenues in this case. And —-- and I'll just say
when —-- when you calculate revenues in the case,

you get very familiar with the billing determinants
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1 and what exactly —-—- how many customers are per

2 class.

3 So I —— I do not have exact knowledge.

4 But I am aware of —— I am thinking from when I have
5 looked at the billing determinants that I think —-
6 I think residential general use was —-— I really

7 don't want to mischaracterize this. But I think

8 there's —-- space heating was 80-some thousand

9 customers.

10 Q And in terms of a rough percentage, what

11 —-— what percentage is that of —-—

12 A I —— I don't want to guess —- Staff

13 witness Michael Stallman has the exact billing

14 determinants for —--—

15 Q Okay. But it's safe to say it's

16 significantly less than the majority; is that

17 right?

18 A Oh, it's less than the majority. I mean,
19 general use has the majority of the customers is in
20 residential general use. But residential space
21 heating has a large amount of customers in it.
22 Q Okay. Regarding this —- this residential
23 summer inclining block rate proposal put forth by
24 Division of Energy and supported by Renew Missouri
25 and Sierra Club, OPC, can you explain your
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1 objection —- can you explain how space heating
2 customers would be affected differently than
3 general use customers?
4 A Can you —-— Can you point to exactly where
5 in my testimony —-
6 Q Sure. Yes. Just a second. So you

7 mentioned space heating customers on page 3 of your

8 rebuttal testimony.

9 A Okay. Is that line 9 where I mention it?
10 Is that where you're referring to?
11 Q Yes. And if you give me just a second, I
12 could find other reference. Well, I suppose I
13 should just clarify. Do you have an objection
14 based on space heating —-- an effect on space

15 heating customers that an inclining block rate

16 proposal like the one proposed by DE would have?

17 A Well, I —— I think I am not —- shouldn't

18 say I'm not opposed to an inclining block. But I
19 think it's important to be aware that when you have
20 customers that maybe don't get that tail block or

21 are in the tail block on like a space heating type

22 customer and you have the weather effect such as
23 like an abnormally cold winter that those customers
24 would have a higher impact. And —-—- and I think I

25 addressed that in the rest of my testimony.
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1 0 Yeah.

2 A But for all customers in general that —-

3 Q So —— so can I summarize your hesitance to
4 an inclining block rate? Can I summarize that as

5 basically that space heating customers —-- that

6 space heating customers simply use more electricity
7 than general use customers and, thus, would be

8 affected more by a inclining block rate?

9 A In certain months. I would —-- that —-
10 would space heating —-
11 Q Okay. Thank you. Yeah. Would these
12 space heating customers be receiving an incentive

13 to conserve similar to general use customers near

14 the high end of usage?

15 A The —-—- the thing with space heating that's
16 —-— and this is with the —-- with weather, you may
17 have a very energy efficient furnace. But if you
18 have a very cold winter, there may be nothing that
19 you can do, and you're just going to use more to

20 heat at home.

21 Q Can't you pursue energy efficiency?
22 A Oh, yeah. I mean, you could pursue an
23 energy efficient furnace, but that may not decrease

24 it down below that 1500, 1600 KWH mark.

25 Q But you would have an increased incentive
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1 to pursue energy efficiency under an inclining

2 block rate; is that correct?

3 A I don't know that —- I don't know that an

4 increased incentive would be the way to character

5 —-— 1f you're saying 1f you got an energy efficient
6 appliance, would that -- would —-- would you have a
7 higher value to decrease your KWH because that tail
8 block is more expensive —-

9 0 Yes.
10 A —-— then -- then, you know, yes.
11 Q Okay. Thanks.
12 A Yeah. But I —-
13 Q So would it be possible to design a rate
14 that would allow residential space heating
15 customers to opt out of an inclining block rate, I
16 suppose?
17 A That would be interesting to get those

18 billing determinants to do that because that would
19 —-— that would -- you know, in order to —-- and this
20 is kind of coming to Chairman Hall's question on

21 billing units.

22 When you go to do rate design, billing
23 units are a very important part of developing that
24 rate. So would you —-- would you have to assume
25 some level of customers who are going to opt out?
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1 Or how that would all —--

2 Q My question is simply, would it be

3 possible to design such a rate?

4 A I —— I don't know.

5 Q You're not sure?

6 A I would have to study that a lot more than
7 —-— to say right now.

8 Q Is it your understanding that the company
9 separately tracks and bills space heating

10 customers?

11 A Yes. Space heating customers are on a

12 separate residential —-

13 Q So just given that, would it be possible
14 to structure an inclining block rate that allowed
15 an opt-out for these —- this minority of space

16 heating customers?

17 A Oh, you're saying the whole class would

18 opt out, not certain customers would opt out? Are
19 you saying —-—
20 Q I'm asking you if it would be possible to
21 structure a rate to allow these space heating
22 customers to opt out. That's all I'm asking.
23 A Okay. So —-- okay. Okay. I think I
24 understand what you're saying. So —— soO are you
25 saying you would do an inclining block rate for the
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1 winter general use customers only? That's —-—
2 because, yes, space heating class as a class 1is
3 tracked separately. But if, say, only certain
4 customers in that class will opt out, then we're
5 going to have a problem with billing determinants
6 because we won't be able to identify who in that
7 class will want to opt out unless you say the whole
8 class 1s opting out. Does that make sense?
9 Q No. I'm having trouble following. 1Isn't

10 the nature of an opt-out that the customer is

11 letting you know they want to op out, that they're

12 flagging themselves as an opt-out?

13 A Right. But at this time, we don't know —-
14 we know ——- we know that there are space heating

15 customers in this class. So if —-- if you're saying
16 the inclining block rate would not be for any —-
17 all those customers could opt out —-- or will opt
18 out.

19 Q No. Just would have the ability to opt

20 out.

21 A Right. And I think that's where I —-- we
22 wouldn't know what —-—- you could design something

23 like that. But I don't know how you would come up
24 with the assumptions about who would opt out and

25 how you would price that opt-out.
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1 Q That's —— that's not my question. I'm —-
2 I'm simply asking you ——
3 A Okay. I'm sorry. I'm just not following
4 what you're asking.
5 Q Well, assuming you could structure a rate

6 this way and assuming there are examples out there

7 of these types of rates, would that help in

8 addressing your objection or your hesitance to an
9 inclining block rate regarding space heating
10 customers?
11 A I think I would have to see how all of
12 that is designed and how those rates were

13 developed.
14 Q But similar to Chairman Hall's question
15 earlier with a witness, I'm not asking would it

16 erase your hesitance, but would it help address

17 your hesitance to a declining block rate?

18 A If space heating customer —-- and I think

19 my —— I think the problem is —-- the understanding
20 your question is that the whole class not going to
21 have the inclining block —-- residential space

22 heating class when I say class, not the whole —-

23 not the whole residential class. Residential space
24 heating class, or is i1t certain customers in the

25 space heating class? And I think that is where —-.
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1 (0] The latter.

2 A Okay. So —— so I don't know that a rate

3 can be designed with billing determinants that we

4 have in this case for that option.

5 Q Okay. I'd like to clear something up

6 quickly with you if you don't mind.

7 A Sure.

8 Q Can you turn to page 3 of your rebuttal

9 testimony?

10 A Yes.

11 Q Starting on line 4, would you read lines 4
12 through 6 there just until that semicolon?

13 A Okay. And out loud or to myself?

14 0 Yeah. Please, out loud.

15 A Okay. Okay. Currently, Mr. Jester is

16 advocating that the current declining block rate

17 structure for the eight months of the year that are
18 not June, July, August or September be changed to
19 an inclining block. However, average customers -—-—
20 Q That's enough.
21 A Okay.
22 Q So is that in line with the -- your
23 understanding of the IBR as proposed by Division of
24 Energy inclining block rate in the winter? Or the
25 non—-summer months?
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1 A Yeah. I ——- I think Mr. Hyman had it for

2 all eight months of the year, for all eight winter

3 months.
4 Q Do you have Mr. Hyman's direct testimony
5 in front of you?
6 A I do not.
7 Q Okay. That's fine.
8 A Oh, is Mr. —— I'm sorry. So Mr. Hyman's
9 is moving towards the inclining in the winter,
10 right, not purely inclining? Or is it inclining?

11 I think it 1is inclining.

12 Q Well, we'll be able to clarify that in the
13 record.

14 A Okay.

15 Q You are correct, though. So another

16 concern you had with —- or a hesitance to an

17 inclining block rate that you raised in your

18 testimony is in regards to revenue volatility --

19 A Yes.

20 (0] —— is that correct? So would —-- would an
21 inclining block rate with a mechanism designed to
22 limit bill impacts to no more than 5 percent for
23 the 95th percentile of —- of usage, would that do
24 anything to remove that —-- that objection?

25 A No. I -— I —-- the volatility is with
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1 customer impact but as well as total revenue

2 impacts. And with Mr. Hyman's analysis, he —- I

3 think he was looking —-- and by all means, correct
4 me, but I think it was looking on a weather

5 normalized basis what the impact would be.

6 And the main concern that is driving the

7 volatility is —-- 1is weather. And, unfortunately,
8 that is something that's —-- that's kind of unknown
9 about what it's going to do.

10 So to say that it will only have a 6

11 percent impact, you're looking at on a normalized
12 basis, which part of the concern is an abnormal

13 winter or an abnormal summer, what would that do?
14 And so to say that you're going to lock it
15 in at 5 percent, okay, for normal. But when

16 weather comes in, it —-- it won't be 5 percent.

17 Q Well, that 5 percent is for the month of
18 August, correct?

19 A This month of August? And, again, with —--
20 with weather, it -- it is an unknown. For —-- for
21 August of 2015, that may be true.
22 Q Well, let me rephrase. Your objection is
23 based in part on space heating customers, which is
24 a concern in the winter, correct?
25 A My —-— my —-— 1t's not just space heaters.
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1 Q I know. It's not —--— it's not Jjust space
2 heating.
3 A It's all customers.
4 Q But in part, it's space heating. And your
5 objection is based on inclining block rate, which
6 is only proposed for the summer months. And only

7 for the month of August we're talking about the

8 rate being structured for a 5 percent at most
9 impact on the 95th percentile of customers.
10 So a rate structured in that way, does

11 that help to somewhat decrease your objection to

12 the rate?

13 A I —— I want to clarify again that I —--
14 it's not an objection.

15 Q Okay.

16 A It is just, Here are things that could

17 happen with an inclining block rate design that may

18 not be an intended —-- there —-- there may be an
19 unintended consequence of the rate design.
20 It's not necessarily saying, you know,,

21 that we are completely opposed to it. It's saying

22 this could happen.

23 Q Okay. Fair enough.
24 A And —-
25 Q Do you have your surrebuttal testimony
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1 with you?
2 A I do.
3 Q So there at the top of page 3, you state
4 that it's not necessarily true that a customer who

5 uses more energy will place greater demand on the

6 system. Is that -- is that accurate?

7 A Page ——- or you're on page 3 and what line?
8 I'm sorry.

9 Q Right at the top, 1 through 3.
10 A Okay. Yes.
11 Q Do you believe that, all other things

12 being equal, it's more likely that higher use

13 customers place greater demand on the system than
14 lower use customers?

15 A No. I mean, that -—- I think that's what I
16 addressed that if you're —-- Just because you use
17 less doesn't necessarily mean —-

18 Q I'm not asking as a rule. 1I'm asking, 11

19 other things being equal, on average, if you had to
20 guess, if you had to extrapolate for all high use
21 customers and all low use customers, do you believe
22 that it's more likely that higher use customers

23 place greater demand on the system than lower use
24 customers?

25 A And greater demand -- and I guess this
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1 would come into the definition of demand being that
2 instantaneous in time when a customer used energy

3 compared to the total month that they use energy.

4 And, you know, when you're talking 600 or
5 a thousand KWH or whatever level of KWH, you're

6 talking about the whole month, not at a specific

7 period of time.

8 And I would hate to guess that —-—- I don't
9 think that a low use —- that it would —-- that I
10 could automatically say a low usage customer would
11 place less demand at a specific point in time than
12 a customer who used more.
13 Q That's —— that's not my question. My

14 question is, is it more likely that high use

15 customers place a higher demand than low use

16 customers?

17 A I don't know.

18 Q You don't know. Okay. Would a program

19 that saves energy and reduces demand be valuable to
20 consumers and to the company, in your opinion?

21 A So if it reduced peak demand, yes, that

22 could be wvaluable.

23 Q Okay. Could you turn to page 6 of your —-
24 let's see. I might have you jump back here. Could

25 you turn to page 6 of your rebuttal testimony?
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1 A Okay.
2 Q I'm looking at line 21 in response to the
3 question, Is a flat —— given the usage level
4 describes, is a flat or inclining block design the

5 best tool available to address policy objectives?

6 A Right.

7 Q To use rate design to encourage

8 conservation?

9 A Right.
10 Q And what was your response there if you

11 want to summarize it?
12 A I said —— I ——- I just respectfully

13 disagreed that that was the best. I would say time

14 of use is what we ultimately said would be the

15 best.

16 Q Has any party proposed a time of use rate
17 for this case?

18 A No. I don't believe so.

19 Q In the meantime, does it say, We pursue a

20 time of use rate for KCP&L in the next rate case

21 and two rate cases from now, in the meantime, we'll
22 still be using a block rate structure?

23 A Between —-- you're saying between now and

24 when a time of use goes into —-- I mean, yeah. I

25 mean the —-- yeah.
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1 Q Okay. And if we did institute a time of
2 use rate, is it likely that that would have —-- that

3 would be an opt-in time of use rate, or at the very

4 least, an opt-out rate where some customers were

5 not using the time of use rate?

6 A It could. I -- I don't know at this time

7 what would be designed or —-

8 Q Okay. And -- and if that were the case,

9 would there still be a need for a —- would it still

10 be likely that the company would be using a

11 residential block rate structure of some kind under
12 a time of —- under an opt-in or opt-out time of use
13 rate?

14 A Again, they could. They could have

15 some ——

16 Q Would you say it's likely given the

17 history of the company?

18 A I —— I would hate to —-- to say what the
19 company 1is going to do. They —-- they could stay
20 with their current rate structure as an option. I

21 mean, that's something they could do.

22 Q Okay. So would you say that under the

23 status quo declining block rate structure, some

24 lower usage customers have a higher bill than they
25 otherwise would under DE's proposed rate?
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1 A Well, Division of Energy's proposed rate
2 -— and, again, correct me if I'm —-—- if I am not
3 remembering this right or —-- so from the current
4 rate, they are decreasing the first block in order
5 to create an inclining block. So from current

6 tariffed rates to their proposal, that first block

7 is being decreased.

8 (0] For the summer?

9 A I think for the winter as well. I ——- I

10 know you keep —-— no? Somebody's shaking their head
11 no. I thought there was one for just —-- okay so

12 Jjust the summer is decreased.

13 So when you decrease from the current

14 rates, customers who are using —-— I think the block

15 was 600 KWH. If the block is 600 KWH, then
16 customers will actually —-- if you are in that block
17 will receive a decreased bill from what they're

18 currently paying.

19 Q Can I refer you to —

20 A Yes, please.

21 Q —— Martin Hyman's testimony?

22 A I'm going off of the Powerpoint that was
23 earlier, so —-— could you refer me to the page?

24 Q Yes, I will. I promise we're almost down

25 here. Down to page 19.
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1 A Okay. Okay. What —-- What about page 207
2 I thought page —-- DE's proposal, it says, DE's

3 proposed rates, general use rate design, page 20.
4 0 We can look at 22. Can we look at 19

5 first?

6 A Yeah. 19 1s nine.

7 Q Could you read from line 4 down to line 77
8 A Okay. So this is just the answer. Yes.

9 As a step toward rates that send improved price

10 signals for efficiency, DE recommends that the

11 company move towards the adoption of flat

12 volumetric rates for residential general use

13 customers during the winter and the company

14 implement an inclining block rate for the

15 residential general use customers during the

16 summer.

17 Q Okay. So can we move to page 20 now?

18 A Right.

19 Q And can you review the table there
20 starting at line 107
21 A Yes. Okay. I did.
22 Q Does that seem to indicate to you that
23 there would be an inclining block right for the
24 summer months and a moving towards flat rate in the
25 sinter?
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1 A Okay. So yes. Let me clarify. So it

2 would be a inclining block for the summer. It

3 would be a declining yet for the winter, but it is
4 —-— it 1is moving —-- it's flattening that tail block.
5 (0] That's correct. That's correct.

6 A But —-- but —-

7 Q Okay. So can I move us back to your

8 rebuttal testimony to pages 6 and 77

9 A Yes.

10 Q So my question to you was, would you say
11 that under this rate -- and now that we've cleared
12 that up DE's proposal being supported by Renew

13 Missouri and Sierra Club and OPC in this case,

14 would you say that under that rate, low usage

15 customers would have a lower bill than they would
16 under the status quo declining block rate?

17 A If —— if you were in the 600 block, you

18 will have a rate decrease, all else being equal.
19 Q Okay. Thank you. Thank you. Thank you.
20 So would it be an accurate summary to say that a
21 decision between the status quo declining block

22 rate and the summer inclining block rate proposed
23 by DE is, in part, a decision whether to place a
24 bill impact on lower usage customers or higher

25 usage customers? Is that another way of phrasing
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1 the decision we have in this case?

2 A I don't know that I would phrase it that

3 way that —--

4 Q Well, help me understand how I'm —— how

5 I'm mischaracterizing it.

6 A I mean, from the proposal, yes, low usage

7 customers would receive a lower bill, and above

8 average usage customers would receive a higher bill
9 than under current rates. So, I mean, that --
10 Q And do you agree that under the —-
11 compared to DE's proposal under the current rate
12 that lower usage customers would receive a higher

13 bill, and higher usage customers would receive a
14 lower bill?
15 A Under —-—- are you comparing current rates

16 in DE's proposal?

17 Q Yes.

18 A Because DE decreases the block, the first
19 block in winter and summer, the customers in those
20 blocks 600 KWH and less will receive a bill —-- a

21 lower bill than they are currently paying on

22 today's rates.

23 Q Yeah. And all I'm trying to say is under
24 the current -- when you're comparing DE's rate,

25 under the current structure, would low usage
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1 customers receive a higher bill than under DE's

2 rate?

3 A Low usage customers would have a higher

4 bill —-

5 0 Yeah.

6 A —-— 1f you're comparing the two today.

7 Q Okay. Thank you. Thank you.

8 MR. LINHARES: I believe that's all I

9 have. Thank you very much.

10 JUDGE PRIDGIN: Cross for NRDC?

11 MR. ROBERTSON: No, your Honor.

12 JUDGE PRIDGIN: CCM? I'm sorry. Division
13 of Energy?

14 MR. ANTAL: Yes. Just a few questions.

15 CROSS-EXAMINATION

16 BY MR. ANTAL:

17 Q Hello, Mrs. Kliethermes. How are you?

18 A Hi.

19 Q Do you have a copy of Staff's class cost
20 of service report?
21 A I do.
22 Q Could you turn to page 29? And as a point
23 of clarification, you adopted certain sections of
24 this report Mr. Jim Busch originally created?
25 A Yes.
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1 Q Starting on line 23 of page 29, there is a
2 discussion of flat and declining block rate design.
3 Do you see that?

4 A Uh-huh.

5 Q Would you mind reading lines 23 to the end
6 of the page to line 2 pictured to the right?

7 A Okay. Okay. Conversely, a flat or

8 inclining block rate design can be viewed as

9 recovering demand costs over the first 600 KWH

10 consumed each month while recognizing a system's

11 higher cost of energy for usage consumed during the
12 summer season.

13 This ratio of the first and second block

14 could also reflect summer peak consumption as a

15 driver of the cost of certain demand-related

16 investments.

17 Importantly, different experts may

18 reasonably view a given rate structure as being

19 designed to accomplish different objectives.
20 Q Okay. Based off those statements, does
21 Staff acknowledge that reasonable experts can agree
22 that declining block rates can be used, amongst
23 other things, to send a price signal to reduce
24 summer peak demand?
25 A I don't think sentence was to reduce
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1 summer peak demand. But it was more related to the
2 cost causation of why you would have a inclining

3 block rate if you ——- i1f a utility had to install a
4 peaking plant for the sole purpose of summer.

5 (0] So there is some cost causation rationale

6 for using a declining block rate?

7 A If certain things were needed by capacity

8 and things to —-- for that peak, for that specific

9 incline.
10 (0] Do —- does that situation have to be
11 eminent in order for an inclining block rate to

12 make any sense? Or would an inclining block rate
13 perhaps have avoided that situation in the first

14 place?

15 A You mean if you did an inclining block

16 rate, are you avoiding the need for a plant?

17 Q Yes.

18 A I —— I don't know that that is what this
19 section is characterizing. It's not an avoidance

20 of. It's if you have to do it.

21 Q So in Staff's opinion, only if a peaker

22 plant is eminent should an inclining block rate be
23 used?

24 A Yes. Because I think this —-- we would

25 have been looking from a class cost of service
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1 standpoint, so we're looking at something that was
2 installed or was going to need to be installed in
3 the eminent future.

4 Q Okay. Thank you for that clarification.

5 MR. ANTAL: I don't have any further

6 questions.

7 JUDGE PRIDGIN: All right. Counsel, thank
8 you. Cross from KCP&L?

9 CROSS-EXAMINATION

10 BY MR. FISCHER:

11 Q Good evening. Ms. Kliethermes, over here.
12 A Yes. Sorry.

13 Q That's all right. No problem. 1It's

14 getting late. I think you are the billing

15 determinant expert in the case, aren't you?

16 A I —— I will say I know a lot about billing
17 determinants in general. And, again, I did not

18 calculate revenues in this case. And when do you
19 calculate revenues, you become very familiar with
20 billing determinants. But, yes, I do have some
21 billing determinants.
22 Q You were quite involved in the last GMO
23 case —-—
24 A I was.
25 (0] —— when we consolidated rate structures
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1 and made rate design changes; is that true?

2 A I was. But I calculated the revenue in

3 that case.

4 Q Okay. And in that case, as we changed the
5 rate structures, were there some unintended

6 consequences that Staff noticed that we needed to
7 -— to fix?

8 A There —-- there were —-- I know whenever we
9 met in the series of technical conferences, there
10 were billing determinant issues that we addressed,
11 different needed determinants for different types
12 of rate designs.

13 (0] And there was a —— a rather substantial

14 study on customer impacts of changing that rate

15 structure; is that true?

16 A Yes. Yes.

17 Q Do you think it's wise to do a substantial
18 customer impact study as you change rate

19 structures?
20 A If —— if you're changing -- you know, if
21 you're drastically changing the rate structure,
22 then, yes, the customer impact.
23 0 Well, in this case, there was a question
24 about what the Staff or what the company would need
25 to do with billing determinants if we went to the
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1 proposal that is being suggested by the Division of
2 Energy. Do you have an opinion about how hard that
3 might be, what we would have to do?

4 A As —— so if the proposal is —- is just to

5 apply the inclining block to a specific rate and

6 like residential class or subgroups within the

7 residential class, I think the company has provided
8 the billing determinants to —-— to do that.

9 But it depends on how that is structured.
10 It would depend on how —- you know, if there's

11 opt-outs, then that's a different —--

12 Q And if you change the blocks of the rate
13 structure, would the company have that information
14 necessarily readily in at his hand or available?
15 A Well, it's my understanding ——- I —-— I

16 think in the billing determinants that were

17 provided, those —- those blocks are there.

18 And I —-- and I say that because, in my

19 testimony, I provided the percentage of shifts that
20 the volatility with —-—- what weather caused in this
21 case today on three block analysis, and I did that

22 for all the months. So I could only do that if the

23 three blocks were there for the summer already.
24 And if -—— if - if something is not, like,
25 correct, it 1s my understanding that the company's
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1 UI tool would have the ability to provide that

2 level of billing determinants.

3 But the company —- I know that the company
4 did provide in this case cumulative frequency

5 distribution data. So it's a —- a distribution of
6 where bills ended in each block with a series of

7 rate blocks from 100 KWH all the way up to, you

8 know, 5,000 KWH or what was the end of the —-- on

9 the high end.

10 So there is data available that if you had
11 to calculate a new block for summer, you —-— you

12 could. It may not be the easiest thing to do.

13 Q As I understand your rebuttal testimony on

14 page 2, you did discuss your concerns about using

15 an inclining block rate structure.

16 And if I understand one of those concerns,
17 you testified that if the Commission moved toward
18 an inclining block rate using K KCP&L's current
19 rate design, there would be a shifting of revenue

20 recovery to the tail block, and this change would

21 impact the company's revenues; is that right?

22 A Yes.

23 Q And that's —-- an issue we've been talking
24 about. Would you explain what your concern is on
25 that —— on that topic?
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1 A Well, the —- the concern is that when —-
2 when a greater amounts of revenue responsibility 1is
3 shifted to that tail block when weather —-- and I
4 think the graphs that I provided were —-- how ——- how
5 weather impacted usage in this case that that tail
6 block is probably the most volatile and how it
7 moves due to weather.
8 And so 1if -- and so on a normal —-- in a
9 normal year or during a rate case, we'll normalize

10 billing determinants. And, you know, that is going

11 to have a change in revenues.

12 But as you go forward, billing units are
13 done on a normalized basis. So if you have, you
14 know, abnormally cold winters or abnormally warm
15 winters, that same thing for summer, that is going
16 to have a bigger impact on revenue than what a

17 declining block rate would just because that tail

18 block, the value of the decreased KWH would be less

19 Oor more.

20 Q Are you suggesting that the company's

21 recovery of its costs, particularly its fixed

22 costs, would be more dependent upon the weather?
23 A It —— it could be. Yes. And that would
24 depend on how the rate was designed.

25 Q On page 6 of your rebuttal at line 19,
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1 you're asked the question —- are you there?
2 A Yes.
3 Q Given the usage levels described above, is
4 a flat or inclining block rate design the best tool
5 available to a dress policy objectives to use rate

6 design to encourage conservation? And then you

7 answer, Respectfully, probably not. Would you

8 explain why you feel that way?

9 A I think I go on to say that -- well, I do
10 go on to say that time of use rates would be

11 probably the ultimate rate design to move to.

12 And —-- and if that is going to happen, you
13 know, in the near future, rather than, you know,
14 changing a rate design for customers and getting
15 them used to a new rate design and then switching
16 them to a time of use, you know, 1t could cause

17 more confusion.

18 But a time of use rate would more align

19 exactly —-— you know, more align a utility's cost
20 with, you know, the —-- the cost that a consumer

21 would be in that hour. So it could reduce that

22 peak demand more so than what an inclining block
23 would.

24 Q I think you were asked a question about
25 would a reduction of -- of the peak demand be
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1 valuable to the company, and I believe you said
2 yes.
3 A Yes.
4 Q Well, would a reduction in off peak demand

5 be valuable to the company?
6 A I do not believe so.
7 0 Well, would it be valuable to other

8 customers that might have to pick up the load lost

9 because of the -- the off peak demand dropped?
10 A Can you —-— can you —-
11 Q Yeah. Let me change the —- let me ask it
12 this way. If —— if the load -- the system load
13 factor became worse because we incented people not

14 to be using energy during the off peak period,

15 would that be helpful to other customers on the

16 system?

17 A I do not believe.

18 Q So is it correct that a larger residence
19 could be doing everything possible to conserve

20 energy but still receive a higher bill under an

21 inclining block rate structure just because of the
22 nature of the inclining block?

23 A It could.

24 Q How would you expect an inclining block

25 rate structure to affect the winter heating
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1 customer?

2 A I —— I think it's —-—- it's all going to

3 depend on what —-- you know, 1f a winter heating

4 customer is over the thousand, I think we —- we

5 were discussing the difference between the rate

6 designs and a —-— a higher usage customer or a

7 customer over that thousand KWH block would have a
8 higher bill than they otherwise would under the

9 current rate structure.

10 If you put an impact of weather on that

11 and it -- and it increased, it could be more. If
12 it decreased, then it would be less.

13 Q And have you seen billing determinants in
14 some of your —— your studies and winter space

15 heating customers -- or some of them are very

16 large, aren't they?

17 A I think I supplied a table of average use,
18 and I —-— I think in January, it was up to about

19 1600 KWH.
20 Q And that's the average use, right?
21 A Yes.
22 Q There are some that are substantially more
23 than that, correct?
24 A  Right.
25 Q For a typical renter of an apartment, does
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1 —— does he have any control over the type of

2 heating system that's in his participate?

3 A I —— I don't know. I think that would

4 depend on what type of apartment they're ——- they're
5 in. I don't know.

6 Q Well, is it typically the owner of the

7 apartment that determines the heating system, in

8 your experience?

9 A It —— it could be.
10 Q If the Commission adopted an inclining
11 rate structure during the winter, wouldn't that
12 change have the effect of raising the bill on an

13 apartment dweller who didn't really have control of

14 his heating system?

15 A If there was an inclining block in the

16 winter?

17 Q Yes.

18 A Yes.

19 Q Do you think it would be prudent to study
20 all of the impacts of such a change in rate

21 structure before it's ordered?

22 A Again, I think it -- it -- it —-- or it

23 depends on what type of change in rate structure

24 you're talking about.

25 Q And I'm talking about an inverted rate
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1 structure in this case.
2 A Yes. If it's a —— 1f it's an inverted
3 rate block for winter and summer, yes.
4 Q Is it your understanding that there are a

5 number of rate design studies in progress at KCP&L

6 and GMO that might be helpful in evaluating that

7 kind of rate structure?
8 A Yes.
9 Q And you also indicated that you thought

10 time of use was a better alternative than the

11 inverted rate structure for -- for —- for
12 conserving electricity or for really giving
13 customers the right price signal. Or does it —- do

14 you do it different?

15 A I would say right price signal and peak —-

16 shaving peak demand because, I mean, you can still

17 use the same amount of electricity even with a time
18 of use versus how you're using it today. It's just
19 when do you use the power on a time of use rate.

20 May use it at night versus during the day. I don't

21 —— you might still use the same amount of KWH.

22 It's just when you use it.

23 Q Don't most rate design experts try to

24 utilize the cost of the product to give consumers

25 the right price signal and the amount to use?
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1 A Do —- do most rate design —-

2 Q Isn't that —— let me withdraw it and say

3 isn't that a principle that, really, it's the cost
4 of service that you try to —- you try to hit that

5 bogie rather than artificially increasing the price

6 above the cost in order to —- to cause customers to
7 react in some way?

8 A Cost ——- cost causation 1is one —— one

9 element of rate design. But there are numerous
10 other reasons why you do rate —-- different rate

11 designs.

12 Q And time of day use rates might better
13 reflect costs rather than an inverted rate

14 structure?

15 A Yes.

16 Q Okay.

17 MR. FISCHER: Okay. I think that's all I
18 have. Thank you very much.

19 MS. KLIETHERMES: Thank you.

20 JUDGE PRIDGIN: All right. Mr. Fischer,
21 thank you. Any Bench questions? Mr. Chairman?
22 CHAIRMAN HALL: Yeah. Just a few.

23 CROSS-EXAMINATION

24 BY CHAIRMAN HALL:

25 Q Good evening.
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1 A Good evening.

2 Q My understanding of Staff's position is

3 that the fully allocated residential customer

4 charge is 12.82; is that correct?

5 A 12.62.

6 Q 12.62. But Staff is not recommending to

7 the Commission that we order an increase to that

8 amount unless the revenue requirement is increased
9 proportionately; is that correct?

10 A Yes. So 1f —-— 1f the revenue requirement
11 increases, then the —-- and whatever increase goes
12 to the residential class. So 1f the residential
13 class increases by 2 percent, then all rate

14 elements would increase by that same percent up to
15 the amount of that 12.62 but no more than.

16 0 If $12.62 is the —- the accurate amount

17 that each customer should pay for —- for those

18 customer-related expenses, why does Staff temper
19 its recommendation to move towards the 12.627
20 A Oh, not go directly to the 12.627
21 Q Right. Regardless of whatever we do on
22 the revenue requirement.
23 A So the 12.62 is based on, again, fully
24 allocated cost of service. So 1f residential went
25 to their full cost of service, then it's 12.62.
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1 But in some cases, that —-- it doesn't

2 shift all the way to full cost of service advice,
3 you know. And the total -—-—

4 Q Why —- why is that not Staff's

5 recommendation regardless of —— of what we do with
6 the revenue requirement? Why is Staff not

7 recommending that we go to 12.627

8 A Well, for the —-- for the other part 1is

9 that the —-- currently, the customer charge is
10 $11.88, and so it's very close to 12 -- to 12.62.
11 And the customer charge changes based on
12 —-— we calculate it by the costs in the certain
13 accounts that we identified in direct divided by
14 the number of customers.
15 So any time of number of customers changes

16 that cost, that rate will change. So if you move

17 it by a percent that the rate class increases, then
18 it —-
19 0 Now, let me —-- what —— there must be a

20 policy reason why you're not recommending we move
21 to 12.62. 1Is it -- is it -- is it because —-- well,

22 you tell me. Why —-- why not move to 12.627

23 A Well, so —— so I —— I —- so part of that
24 is that the —— the full shift to the residential
25 class of cost will not match what the —— the exact
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1 cost of that that 12.62 is based on.

2 So —— so fully allocated cost of service

3 as residential rate —-- cost of service to serve

4 residential might be -— and I don't have the —— I'm
5 sure the exact number is in there. Let's say a

6 hundred million. And part of that 20 million is —-—
7 is —— 1s these customer-related costs that are

8 developed by the customer charge.

9 That hundred million at the outcome of

10 this case not may not be —— it may only be 90

11 million that residential is responsible for because
12 we —— so 1t may only be 90 million. So that

13 customer charge would actually —-- let's say only

14 15 million is now in the customer-related costs.

15 So that customer charge calculation would
16 change based on how much is actually going to go to
17 RES. The —-- the 12.62 is if residential rates were
18 fully developed to -—— to —-— to recover cost of

19 service, full cost of service.
20 The —-— the other —-- the other part is that
21 —— comes 1in on the rate design part. So when you
22 increase each rate element on an equal percent
23 basis, then each rate element increases on an equal
24 percent basis.
25 When you increase the customer charge to
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1 12.62, 1it's going to result in a level of revenue
2 that may be above or below the overall revenue
3 requirement.
4 Q Okay. I guess I'm going to —— my
5 understanding of Staff's recommendation is -- is to
6 increase the customer charge, but only if we are
7 increasing the revenue requirement.
8 A Yes. Yes.
9 Q So my question is, why? Why —-- why don't

10 we just increase the customer charge based upon
11 your calculation for those expenses that are

12 properly allocated to the customer?

13 A So the expenses that are allocated as
14 customer-related are ——- 1f all —-- 1if all expenses
15 on —— and I —— I think I'm having trouble

16 explaining this.

17 But if residential class recovered their
18 total cost of service, that is what the —-- that is
19 the level of customer—-related costs that would

20 results. Divide that by the number of customers

21 and you get 12.62.

22 Q And why shouldn't we do that?
23 A Because rate design studies are Jjust a
24 guide and not an exact science. So in the —-- and I

25 think that's where all the parties have talked
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1 about shifts towards the classes. Staff's is equal
2 percent to each rate class. So that —- that's

3 where it won't shift completely to full cost of

4 service.

5 Q See, I was expecting that you were going

6 to say something along the lines that —- that Staff
7 supports keeping the customer charge low in order

8 to give customers flex —- or control over —-— over

9 their bills and that you would not support
10 increasing it unless the total revenue requirement

11 was increasing. But I'm not hearing anything close

12 to that in your response.
13 A That —-- that —-- that could be a reason why
14 —-— why it is decided. And I think we have —- I

15 don't think we put in this case, but I think in

16 past cases that has been a reason why we have kept

17 it —— kept it at what it is or low. But we did

18 not —-

19 Q Okay. Well, let me ask you this. If -—-

20 if we were to move —- increase the customer charge

21 up to the 12.62, does —— does that increase at all

22 mitigate your concerns about volatility as —— as it
23 —— as that is related to inclining block rates?

24 A It —— it would decrease the volatility

25 because more revenue recovery 1is moved to the
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1 customer charge versus energy charges.

2 Q So it mitigates your concerns how much?

3 Can you characterize how much?

4 A So it would really depend on what the

5 overall increase to the residential class, —- is.

6 So if you increase the residential customer charge
7 to 12.62, that's a 74 cent increase. And so —-—

8 0 Yes.

9 A Okay. So if you ——- if you took that by

10 the number of customers each month and by the whole
11 year, then that's going to result in a level of

12 revenue that will now be recovered —-- additional

13 revenue based on the outcome of this case.

14 So if the overall revenue requirement or

15 increased to residential -- and, again, I'm —-- 1is
16 20 million and this results in 5 million, then

17 energy charges only have to make up the additional
18 15.

19 If you stayed at 11.88, then the energy
20 charges have to make up additional -- additional
21 revenue.
22 Q Okay.
23 A And that's one of the reasons for i1f —-- 1if
24 there was no rate increase granted in this case, if
25 you increase the customer charge, you have to
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1 decrease the other rate blocks.

2 So that is what we would want to —- and

3 that's kind of what we were wanting to avoid. If
4 —— 1f the increase is only 1 percent and you

5 increase the customer charge to 12.62, you still

6 may have to —- depending on what that overall —-

7 you still may have to decrease the other rate

8 blocks. So that is kind of what we were trying to
9 avoid.

10 Q Why?

11 A Because we didn't want —-- when you

12 decrease the rate blocks, customers could end up
13 with a rate decrease. Certain customers could —-
14 or however those rate blocks were decreased,

15 certain customers could end up with a rate

16 decrease. Certain customers could end up with a
17 rate increase in the outcome of this case.

18 And it's kind of just been a -—- a —-- when
19 we look at rate design that no —-- that -- that not
20 a —— a big group of customers is getting a decrease
21 when others are getting an increase.
22 Q Would it be possible to implement a —- a
23 tracker to —— to cover the volatility issue that's
24 been —- been described here that —- to determine
25 what —-- year to year what -- what additional
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1 revenue the company received or —— or didn't
2 receive as a result of this -- as a result of
3 moving to inclining block rates and -- and keep

4 track of that and do something with it in the next

5 rate case? 1Is that —-- is that possible?

6 A I would have to —-- again, Auditing would
7 probably have —- you know, they have a lot more

8 experience with trackers than -- than I do on how

9 that would exactly work.

10 We would also have to run that by

11 management. But I —-- I don't know exactly how —-
12 I'm not familiar enough with how trackers work in
13 accounting on how that would work. But it —-- it

14 potentially could be something.

15 Q Okay. Looking at your rebuttal testimony
16 on —— on page 7, you —— you present one option to
17 deal with that —-- that volatility, and that is the
18 recommendation of shoulder months.

19 A Yes.

20 Q Is that proposal subsumed in the following
21 proposal: And -- and that is to do inclining block
22 rates for summer and flat for all of winter?

23 A Winter being all eight months?

24 Q Yes. Because what -- what -- what you're

25 proposing is inclining for summer and winter with
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flat or declining for the shoulder?
A Yes.

Q So if we were to do inclining for summer

and flat for —- for all of winter, that —- that
would subsume your —-— your proposal, would it not?
A Yes.

Q All right. And would —-- if we were to do
that kind of rate structure, would your proposal —-
the last provision of your proposal on page 8 be
necessary?

A Rebuttal testimony?

Q Yes. 1I'm sorry.

A Page 87

Q Correct.

A Okay. Top of the page, lines 1 through 3.
I would still recommend —-- so you're saying go
straight to flat in the winter?

Q Correct.

A So I would still have concerns about
volatility because it's a straight move to flat
rather than the gradual approach.

Bill impacts might also be a concern with
a straight flat instead of the —-- you know, a
reduction in that tail block. A reduction in the

differential between the decrease in the tail
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1 block, I mean.
2 So I would probably still have concerns
3 with that. But it wouldn't be —-- the proposal to
4 go straight to flat wouldn't be as volatile as an
5 incline in winter.
6 Q Okay. So what —- what kind of direction
7 —— this is same question I asked Sarah Kliethermes.

8 What kind of direction would be needed from the

9 Commission for the company and for the company to
10 craft compliant tariffs?
11 A So —— so billing determinants are —- are

12 obviously the foundation to do that. And depending

13 on —— and I'm going off of what you Jjust said on
14 the flat in the winter, inclining in the notice

15 summer.

16 Q Right.

17 A I think we would have to confirm to make
18 sure that we have the blocks for the summer. I

19 think we do that.
20 (0] So —— so we —— if —- we could use the same

21 blocks that are in existence now, the ——

22 A Yes.

23 o] —— the 600, 1,00 and then above?

24 A Yes. The 600, 400 and then a thousand.
25 Yeah.
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1 Q So we would need to provide some type of
2 description of the incline, I assume?
3 A Yes. And this is part of the incline -—-
4 and —-- and remember what I was telling you on the
5 customer charge i1f you increase the customer charge

S to 12.62. So that's less revenue that needs to be

7 made up by the energy charge.

8 Depending on how those rates move and the
9 billing determinants that are associated with them
10 will result in a new level of revenue that will

11 come from that calculation.

12 So depending on what the overall increase
13 is to the residential class, that will depend on
14 how you can move those rates.

15 Q Okay .

16 A But, yes, we could craft something.

17 Q Okay. And - and to what extent is a —- is
18 an elasticity study necessary for —-- for the

19 crafting of these tariffs?

20 A I —— I don't think that elasticity —-- if
21 your —— I —— I think the way that DE and Renew
22 Missouri —-- and they can correct me if I'm wrong.

23 But the elasticities was to kind of look at how
24 usage would change due to this.

25 If you just want to say you want to set a
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1 1 percent incline, you're going to set summer at X
2 rate. You're going to incline it by 1 percent or 2
3 percent, I don't think so you need a price

4 elasticity study to do that.

5 Q Because you don't think there would be

6 that much a change in —— in —- in consumption as a
7 result of the —--

8 A Oh, no. No. The way —-- the way they were
9 using it was to look at what kind of overall change
10 would energy decrease or increase due to energy

11 conservation based on an —-— on an inclining block
12 rate.

13 Q Right.

14 A If you're just designing a rate, you could
15 use a price to design that 2 percent or 1 percent,
16 but I think it's all just all dependent on what

17 kind of incline are you wanting? Are you wanting a
18 sharp incline, or are you wanting a gradual

19 incline? Are you wanting a 3 to 4 cent different.
20 Q So, essentially, are you saying that the
21 sharper the incline, the more you would need an
22 elasticity study?
23 A Um ——
24 0 Because, I mean —— I mean —— it —- we're
25 going to try to craft these rates so the company is
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1 able to get its authorized return.
2 And so if —- without an elasticity study,
3 aren't we risking a significant decrease in
4 consumption and thereby causing —-—
5 A Yes, yes.
6 Q So ——- so are there elasticity studies
7 elsewhere that could be applied here? I mean, I
8 can't imagine that KCP&L customers are so

9 dramatically different than other customers around
10 the country where there are inclining block rates
11 where the elasticity studies have to have been

12 conducted and could be applied.

13 A I am not aware of any other price —-- price
14 elasticity studies. The first one was the one that
15 Mr. Hyman had mentioned in testimony.

16 CHAIRMAN HALL: Okay. All right. I have
17 no further questions. Thank you.

18 MS. KLIETHERMES: Okay. Thank you.

19 JUDGE PRIDGIN: Any further Bench

20 questions?

21 COMMISSIONER STOLL: No questions, your

22 Honor.

23 JUDGE PRIDGIN: Commissioner Kenney.

24 CROSS-EXAMINATION

25 BY COMMISSIONER KENNEY:
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1 (0] I don't want to continue this. I'm tired.
2 I'm sure everybody else is kind of worn out. But I

3 have one question that's just been bugging me.

4 A Okay.

5 Q Are you related to Ms. Sarah Kliethermes?
6 A No. No.

7 Q Ms. Kliethermes, you are —- you are under
8 oath.

9 A Yes.
10 (0] You're on the witness stand. We have a
11 court reporter. You are before the Commission.

12 Are you expecting me to believe that there would be

13 two Kliethermeses on the same Commission in

14 Jefferson City, Missouri, not related?

15 A I —— I know. It surprises —-—

16 Q Are you expecting me to believe that?

17 A Yes. I married into the Kliethermes

18 family, though, so I am not fam —-- as familiar with
19 that. And we're from the same county as well.

20 Q I guess I can understand because I travel

21 the country as my job as a regulator. I go to a

22 lot of conferences, and people are always astounded
23 that I'm not related to Robert Kenney. No —-- no

24 more questions?

25 A Okay.
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1 JUDGE PRIDGIN: Any recross based on the
2 Bench questions? Public Counsel?
3 MR. OPITZ: Briefly.
4 RECROSS EXAMINATION
5 BY MR. OPITZ:
6 Q Ms. Kliethermes, you were discussing
7 increasing the customer charge and the impact of

8 elasticity with the Chairman. Do you recall that?
9 A Yes.
10 Q And wouldn't it be also be —- I guess

11 there was a discussion of if the customer charge is

12 not increased that there is a risk that usage will
13 go down and the company won't recover its

14 authorized return. Do you recall that?

15 A I don't think it 1s usage goes ——- I think
16 it was if the customer charge doesn't increase and
17 it's more rev —— of the revenue increase that needs
18 to be made up in the energy charges could lead to

19 greater volatility.

20 Q And if the customer charge increases and

21 the design of the TOU rate is such that it's ——

22 it's a small impact on elasticity, would the

23 company have a greater security in the revenue they
24 collect?

25 A If the incline is less, it is more flat or
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1 if —— then there would be less volatility.

2 Q So is the incline proposed by DE in this

3 case to the level that you believe an increase to
4 the customer charge would be warranted?

5 A I don't know what DE's increase would have
6 on overall revenues. So I —-- but the —-- the DE's
7 proposal is just for the summer. So I don't know
8 without comparing it to —- applying the rate to

9 total revenues.

10 MR. OPITZ: Okay. Thank you.

11 JUDGE PRIDGIN: Thank you.

12 MR. DOWNEY: ©No, thank you.

13 JUDGE PRIDGIN: MECG?

14 MR. WOODSMALL: No questions.

15 JUDGE PRIDGIN: U.S. Department of Energy?
16 MR. GARG: No questions.

17 JUDGE PRIDGIN: Sierra Club?

18 MS. ROBERTS: No questions.

19 JUDGE PRIDGIN: Renew Missouri?
20 MR. LINHARES: No, thank you, Judge.
21 JUDGE PRIDGIN: NRDC?
22 MR. ROBERTSON: No questions. Missouri
23 Division of Energy?
24 MR. ANTAL: No questions.
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1 RECROSS EXAMINATION
2 BY MR. FISCHER:
3 0 Not to extend the evening, but,
4 Ms. Kliethermes, I just want to follow the —-- the

5 idea of having a tracker. 1If you did that, if you

6 set a revenue requirement over whatever the revenue
7 requirement is and then change the rate structure

8 and if that rate structure was an inverted rate and
9 it did cause people to conserve, would you imagine

10 the tracker then would look at what the rewvenue

11 requirement was set in the last rate case and

12 capture the difference?

13 A I don't know. Again, this might be one of
14 an auditing question for someone who works with

15 trackers on how that would be designed. I don't

16 know how that —-- how that would be designed.

17 Q Do you have an opinion about how big the
18 revenue requirement volatility might be if we went
19 to —— to a dramatic inverted rate structure?

20 A I think all depends on what type of —-- the
21 sharpness of the incline and what increase in that
22 tail block you're actually going to move to. On a

23 dollar wvalue, I do not have it.
24 Q I mean, it could be that if you had a

25 really hot summer, it could benefit the company,
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1 too, right?

2 A Right. Yes.

3 MR. FISCHER: Okay. Thank you.

4 JUDGE PRIDGIN: All right. Thank you.

5 Redirect?

6 MS. PAYNE: Thank you, your Honor.

7 REDIRECT EXAMINATION

8 BY MS. PAYNE:

9 0 Ms. Kliethermes, the Chairman was
10 discussing the risk of decreasing consumption and

11 the elasticity study with you. Over what time

12 period would you expect to see any changes as a

13 result of this? Do you —- would you anticipate it
14 would be an instant change?

15 A I don't —— I don't think it would be

16 instant. I mean, it would be —- customers would
17 have to have time to react or become knowledgeable

18 of their bill and then to take steps to do
19 something else. But, I mean, weather could always

20 play into this.

21 Q Okay. Along that same line —- or in
22 discussing the potential of a tracker, would
23 another consideration be whether the -- the
24 tracking would occur on weather normalized or
25 non—-weather normalized usage-?
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1 A Yes. That could be an issue.

2 (0] How would this work with MEEA?

3 A I don't know. That would be —-- that —-

4 Q Would that be something to take into

5 consideration?

6 A Yes. That's something I did not think

7 about because MEEA is looking at the —-- the change
8 in kilowatt hours. So that would be —-- and then

9 how —-- yeah. That would —-- the MEEA rider as well
10 as —— yes. That would be an issue.

11 Q So in order to implement something like

12 that, we would need guidance from the Commission in
13 an order related to such a —- an implementation,

14 would we not?

15 A Yes. Yes. Yes.

16 Q Okay. The Chairman also asked you why

17 Staff has not proposed that we move immediately to
18 the $12.62 cap that we've suggested for the —-- the
19 customer charge. 1Is it true that you would need to
20 proportionately decrease cost of energy as a result
21 of that?
22 A Yes. So if —- if there was no rate
23 increase or 1f you just moved now to that, then
24 energy charges would have to decrease, so that's
25 the change in revenue.
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1 Q And could this send a negative price
2 signal that energy was getting cheaper?
3 A Yes, it could.
4 Q If the increase to the customer charge

5 were implemented immediately to the 12.62, if that

6 was used to reduce the first block, does that

7 change the answer that you originally provided the
8 Chairman with?

9 A Can you refresh my memory on what —--
10 Q Would that mitigate your volatility
11 concerns?
12 A Yes.
13 Q You suggested that it might.
14 A Yes.
15 Q Okay. Oh. Yeah. Also —— I'm sorry. In
16 discussing the —- the 12.62 customer charge, did

17 Staff have a study that showed that the residential

18 class was over-contributing to cost of service?

19 A Yes.

20 Q Would you care to elaborate on that?

21 A Oh, sorry. Yes. So i1if —-- 1f they are

22 over—-contributing to the cost of service, then

23 their total cost of service going forward would be
24 less —— would be less.

25 And so increasing that customer charge
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1 would not make —-- would not make sense unless

2 overall revenue requirement increased.

3 Q Thank you. Mr. Fischer asked you in the

4 scenario of a large residence doing everything they
5 could to try and, you know, encourage energy

6 efficiency and that.

7 Is it true that a inclining block rate

8 that was not designed well might incentivize

9 customers to install a second meter to avoid
10 entering the higher block in an inclining block
11 structure?
12 A That could —-- can you repeat that question
13 one more time?
14 Q I'm sorry. In this scenario that -- above
15 —— a residence, of a residence, is it possible that

16 they might be negatively incented to try to avoid

17 entering that higher block if the inclining block

18 rate structure is not --

19 A Right.

20 Q —— constructed properly?

21 A Yes.

22 Q Okay. And along those same lines, you

23 were discussing the time of use including —- versus
24 the block rate structure, I'm sorry, versus the

25 inclining block structure.
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Does an inclining block structure
encourage or condition activities such as
pre—-cooling and hot water storage investments?

A Can you repeat that gquestion one more
time?

Q I can try. Would a time of use rate
versus an inclining block structure discourage or
encourage activities such as precooling or hot
water storage investments?

A It would —-- it would encourage.

Q Okay. So a time of use rate would as
opposed to inclining block?

A Right. Exactly. The time of use rate
would encourage those.

Q Okay. Mr. Fischer also asked about the
company's ability to recover its fixed costs and if
the weather would affect the volatility in -—-
potentially resulting in over-recovery. Do you
remember that?

A Yes.

Q Would the company be insulated from

weather-related changes in its cost of energy?

A Right. So with the company's —-- I mean,
with an FAC that is basically —-- so if the cost of
energy 1s higher in the summer or —-- or higher at
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1 all, I mean, their —-- their -- the FAC would make
2 that —-- the company, you know, 95 percent of those

3 costs would be recovered through the FAC if the

4 cost of energy was higher. And so they would still

5 get that cost recovered.

6 Q So the company would get its cost recovery
7 regardless of weather or not?

8 A Yes.

9 Q Okay. Thank you.
10 A For energy.
11 Q Right. For its cost of energy. Okay.

12 And then Mr. Linhares was asking you some

13 questions. Are all space heating customers

14 separately metered?

15 A Not all space heating customers are

16 separately metered.

17 Q So it might be more difficult to

18 differentiate between space heating customers and

19 the average residential customer; is that correct?

20 A Yes.

21 Q Okay. Also, he referred you to page 3 of
22 your surrebuttal and was asking —— I don't have my
23 questions in order. I'm sorry. I'm in the wrong
24 spot.

25 Okay. On page 3 of your rebuttal
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1 testimony where you referenced Mr. Jester's
2 proposal -- are you there?
3 A Of my rebuttal?
4 Q Rebuttal. I'm sorry. I was in the wrong
5 spot.
6 A Yes.
7 Q Okay. Would your position change if the

8 move was towards a flat non—-summer rate instead of

9 an inclining non-summer rate?
10 A Yes.
11 Q And how would that change?
12 A If it —— well, and currently, we have a
13 flat summer rate. So it would not —-—
14 (0] This is in reference to a non-summer rate.
15 A Oh, a non-summer. Okay. Non-summer. So
16 if it was —-- and the question if it was a flat

17 non—-summer rate?

18 Q If the —— if the proposed move was towards
19 a flat non-summer rate instead of the inclining
20 non-summer rate that Mr. Jester is proposing.
21 A And how would my -—-
22 Q If —— if you —— in reference to your

23 testimony on line 5, if you changed the word
24 inclining to a flat --

25 A Okay.
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1 Q —-— rate, how would you —— how would you

2 explain that differently?

3 A For the non-summer months, if it was flat,
4 there —- there is still going to be a variability

5 in that —— in that because even with a flat rate,

6 those customers' usages still will not exceed that
7 first block usage into like a second block. So the
8 flat rate, there's still going to be some

9 volatility.
10 Q Okay. And then let's see. Mr. Linhares

11 was also asking you about the possibility of an

12 energy efficiency incentive. And given that

13 scenario, first of all, do you believe that there
14 would be an energy efficiency incentive as a result
15 of an inclining block rate?

16 A I don't —— 1if —— I don't think it's an —-
17 I don't think there's an incentive. I mean, if —-
18 if a customer is looking at the cost and whether

19 they're going to make -- do an, you know, energy

20 efficient appliance, will it increase or decrease,
21 —-— I mean, if you want to call that an incentive.
22 I don't think it would be necessarily an incentive.
23 Q Specifically, he was referencing low

24 income customers. In your experience, can low

25 income customers afford the cost of something like

MIDWEST LITIGATION SERVICES
www.midwestlitigation.com Phone: 1.800.280.3376 Fax: 314.644.1334



EVIDENTIARY HEARING - VOLUME 11 2/22/2017

Page 1075
1 an energy efficient appliance?
2 A Probably not.
3 Q So it's possible that even if the
4 incentive existed that they wouldn't have the
5 ability to obtain that incentive?
6 A Right. Right. Some customers cannot —--
7 cannot afford to do that or maybe have a -- not a
8 well-insulated house. Even —-- even if they would

9 install energy efficiency, they'd still be a high
10 usage customer.
11 MS. PAYNE: All right. That's all I have.
12 Thank you.
13 JUDGE PRIDGIN: All right. Thank you.
14 Ms. Kliethermes, thank you very much. You may step
15 down. And Ms. Kliethermes will be the last witness

16 of the day.

17 And I'm showing Dr. Marke will be the next
18 witness to resume at 8:30 in the morning. Nick
19 further from Counsel or from the Bench before we go

20 off the record?

21 COMMISSIONER KENNEY: Yes, Judge. I have
22 —-— I have a question for counsel.

23 JUDGE PRIDGIN: Okay.

24 COMMISSIONER KENNEY: We've heard today

25 discussions about —-— and I believe it was replacing
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1 KCP&L's main line extension program with GMO's. Is
2 that correct or incorrect? The replacement? I
3 mean, I heard testimony about —-
4 MR. STEINER: I think that was Staff's
5 proposal in the workshop docket.
6 COMMISSIONER KENNEY: Okay. Okay. Now,
7 maybe Staff can answer something. Is that similar

8 to what was handed out today, Sheets 131 through
9 131-L? 1Is that what we're talking about, or are we

10 talking about something different? Because that's

11 the main line extension.

12 MS. PAYNE: My understanding —-— and I'm

13 sorry. My understanding is what was handed out

14 today is strictly what was currently in effect.

15 COMMISSIONER KENNEY: Yeah. I know. My
16 question is can we get a copy of GMO's tariff so I
17 can compare the two?

18 MS. PAYNE: Absolutely. I can have that
19 very first thing in the morning.

20 COMMISSIONER KENNEY: Oh, you don't —-

21 yeah. I don't want you to do it tonight. You can

22 do it later —-- have somebody do it tomorrow
23 sometime. We're going to be here.

24 MS. KLIETHERMES: I've got it. If you
25 Jjust need the, one I've got it here.
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1 COMMISSIONER KENNEY: Just —-— what one?

2 MS. PAYNE: One copy. One copy of it.

3 COMMISSIONER KENNEY: Well, no. Just make

4 me a copy for tomorrow.

5 MS. PAYNE: Okay.

6 COMMISSIONER KENNEY: I'm not looking at

7 it tonight.

8 MS. PAYNE: Okay.

9 COMMISSIONER KENNEY: Thank you very much.
10 Appreciate it.
11 JUDGE PRIDGIN: All right. If there's
12 nothing further from the Bench or Counsel? All
13 right. We will resume at 8:30 in the morning.
14 Thank you. We are off the record.
15 (The proceedings were concluded at 7:25 p.m. on

16 February 22, 2017.)
17
18
19
20
21
22
23
24
25
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23 Redirect Examination by Mr. Fischer 958
24
25
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1 I NDE X (CONTINUED)

2

3 WITNESS: SARAH KLIETHERMES PAGE
4 Direct Examination by Ms. Payne 973
5 Cross—Examination by Mr. Opitz 976
6 Cross—Examination by Mr. Downey 979
7 Cross—Examination by Mr. Garg 981
8 Cross—Examination by Chairman Hall 987
9 Recross Examination by Mr. Downey 997
10 Recross Examination by Mr. Woodsmall 998
11 Recross Examination by Mr. Fischer 1002
12 Redirect Examination by Ms. Payne 1004
13

14 WITNESS: ROBIN KLIETHERMES PAGE
15 Direct Examination by Ms. Payne 1011
16 Cross—Examination by Mr. Downey 1013
17 Cross—Examination by Mr. Linhares 1016
18 Cross—Examination by Mr. Antal 1036
19 Cross—Examination by Mr. Fischer 1039
20 Cross—Examination by Chairman Hall 1049
21 Cross—Examination by Commissioner Kenney 1063
22 Recross Examination by Mr. Opitz 1064
23 Recross Examination by Mr. Fischer 1066
24 Redirect Examination by Ms. Payne 1067
25 Reporter's Certificate 1084
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1 EXHIBTITS
STAFF
2 EXHIBIT DESCRIPTION OFFERED ADMITTED
3 Exhibit 200 Direct Revenue
Requirement Report
4 Exhibit 202 Direct Rate Design Report 974 1013
Exhibit 210 Rebuttal Testimony 1012 1013
5 of Robin
Kliethermes
6 Exhibit 211 Surrebuttal 1012 1013
Testimony of Robin
7 Kliethermes
Exhibit 212 Rebuttal Testimony 975 975
8 Exhibit 213 Surrebuttal 975 975
Testimony
9
Exhibit 226 David Roos 772 772
10 Rebuttal Testimony
Exhibit 227 David Roos 772 772
11 Surrebuttal
Testimony
12 Exhibit 232 J. Randall 708 708
Woolridge Rebuttal
13 Testimony
Exhibit 233 HC J. Randall 708 708
14 Woolridge
Surrebuttal
15 Testimony
16 Exhibit 233NP J. Randall 708 708
17 Woolridge
18 Surrebuttal
19 Testimony
20 Exhibit 237HC Summary Schedules 767 768
21 and Calculations
22 of Staff's FAC
23
24 Exhibit 238 Tariffs 822 823
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1 EXHIBTITS (CONTINUED)
2 OPC
3 EXHIBIT DESCRIPTION OFFERED ADMITTED
4
5 Exhibit 325HCDocuments 806 807
6 Regarding Fuel
7 Exhibit 326HCDocuments 806 807
8 Regarding
9 Transmission
Expense
10
Exhibit 327HCDocuments 806 807
11 Regarding Off
System Sales
12
KCP&L
13 EXHIBIT DESCRIPTION OFFERED ADMITTED
Exhibit 136 Direct Testimony 885 885
14 of Marisol Miller
15 Exhibit 137 Rebuttal Testimony 885 885
of Marisol Miller
16 Exhibit 138 Surrebuttal 885 885
Testimony of
17 Marisol Miller
Exhibit 159 Release from 713 713
18 Bureau of Economic
Affairs
19 Exhibit 160 Advanced Monthly 715 716
Sales Report
20 January 2017
Exhibit 161 2/15/17 News 717 718
21 Release
272 Exhibit 162 Janet Yellen's 720 720
Testimony
23 Exhibit 163 CME Group 721 723
Document
24
Exhibit 164 Chart 726 726
25
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1 EXHIBTITS (CONTINUED)
KCP&L
2 EXHIBIT DESCRIPTION OFFERED
3 Exhibit 165 Spreadsheets
4 Exhibit 166 Roe 88033 738
5 Exhibit 167 Report & Order
6 RENEW
MISSOURI
7 EXHIBIT DESCRIPTION OFFERED
8 Exhibit 402 Study 932
9 MIEC
EXHIBIT DESCRIPTION OFFERED
10 Exhibit 850 Direct Testimony 796
HC and NP of James Dauphinais
11
Exhibit 851 Rebuttal 796
12 HC and NP Testimony of
James Dauphinais
13
Exhibit 852 Surrebuttal 796
14 HC and NP Testimony of
James Dauphinais
15
DIVISION OF
16 ENERGY
EXHIBIT DESCRIPTION OFFERED
17
Exhibit 803 Data Request 600 898
18
Exhibit 804 Series of E-Mails 900
19
20
21
22
23
24
25
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1 REPORTER'S CERTIFICATE
3 STATE OF MISSOURI )
5 COUNTY OF OSAGE )

7 I, Monnie S. Mealy, Certified Shorthand Reporter,
8 Certified Court Reporter #0538, and Registered Professional
9 Reporter, within and for the State of Missouri, do hereby
10 certify that I was personally present at the proceedings as
11 set forth in the caption sheet hereof; that I then and there
12 took down in stenotype the proceedings had at said time and
13 was thereafter transcribed by me, and is fully and accurately
14 set forth in the preceding pages.
15
16
17
18 Mnumee S (/{/QMBA
19

20

21 Monnie S. Mealy, CSR, CCR #0538
22 Registered Professional Reporter
23

24

25
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