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Q.

Please state your name and business address.

Brian Kalcic, 225 S. Meramec Avenue, Suite 720, St. Louis, Missouri 63105.

What is your occupation?
I am an economist and consultant in the field of public utility regulation, and principal

of Excel Consulting. My qualifications are described in the Appendix to this testimony.

On whose behalf are you testifying in this case?

I am testifying on behalf of the Citizens’ Utility Ratepayer Board (“CURB”).

Have you previously sponsored comments and reply comments in this proceeding?
Yes. In my comments, | review traditional rate design principles and discuss potential

rate design alternatives for distributed generation (“DG”) customers.

Does CURB oppose the proposed Non-Unanimous Stipulation and Agreement
(iiS&A11)?
Yes, for the reasons discussed in the accompanying testimony of CURB policy witness

Cary P. Catchpole.

What is the purpose of your testimony?
First, 1 will discuss CURB’s position with respect to the rate design aspects of the

following contested issue: Whether a class cost-of-service study provides sufficient
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support for residential DG tariff changes. Second, | will comment on the DG rate

design provisions contained in Paragraph 11 of the proposed S&A.

Contested Issue

Q. What position does the proposed S&A take on the issue of whether a class cost-of-
service study provides sufficient support for residential DG tariff changes?
A. Paragraph 13 of the proposed S&A reads as follows:
Rates for private residential DG customers should be cost-based and any
unquantifiable value of solar resource approach should not be considered when
setting rates. A class cost of service study provides sufficient support for design
of a residential private DG tariff (as identified above in paragraph 11), and no
further study is necessary for the purpose of this docket. (Emphasis supplied.)
Q. Does CURB agree with the S&A signatories that a class cost-of-service study
provides sufficient support for the design of a residential DG tariff?
A. No. In CURB’s view, a class cost-of-service study provides necessary but not sufficient
support for the design of a residential DG tariff. Stated differently, it is CURB’s
position that a utility must undertake a separate analysis and/or study of the costs and

benefits (or value) of DG, in conjunction with conducting a class cost-of-service study,

in order to develop a cost-based residential DG tariff.

Q. Mr. Kalcic, why doesn’t a class cost-of-service study alone provide sufficient

support for developing a residential DG tariff?

! See the testimony of CURB witness Cary P. Catchpole regarding the need for an analysis of the costs and
benefits of DG.
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A

In order to implement an appropriate DG rate design, regulators must first determine an
appropriate revenue requirement target for the DG class. In CURB’s view, an
appropriate DG revenue requirement target should reflect the net cost of providing
generation-, transmission- and distribution-related services to DG customers.?

A cost-of-service study provides an estimate of the cost of providing service to
individual rate classes, based on a utility’s claimed revenue requirement. However, in
order to determine the net cost of providing service to DG customers, one would need
to adjust the results of a class cost-of-service study to reflect the quantifiable net
benefits of DG on an individual utility’s system. Any such net benefits would need to
be determined via a separate analysis and/or study of the costs and benefits (or value) of

DG.

What would be the outcome of relying solely on the results of a class cost-of-

service study to develop a DG tariff, as Paragraph 13 of the S&A recommends?

Put simply, to do so would assume, inappropriately in CURB’s view, that the

quantifiable net benefits of DG are zero.

S&A Paragraph 11

Does the proposed S&A recommend a single type of rate design for DG

customers?

Z See page 8 of Mr. Kalcic’s comments on behalf of CURB.

3
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A

No. Paragraph 11 of the S&A (i) provides a list of DG rate design options that are
appropriate for the purpose of recovering the cost of providing service to DG
customers, and (ii) specifies that the S&A “is not meant to preclude a utility from
proposing other appropriate rate designs within that individual utility’s rate case

proceeding.”

Does CURB agree with Paragraph 11 of the proposed S&A?

Yes. Rather than impose a single DG rate design option on all Kansas utilities, CURB
agrees that it is reasonable to provide individual utilities with rate design flexibility
when implementing their DG tariffs. At the same time, however, Consumer Counsel
advises me that the utility retains the burden of proof in a rate proceeding that its

proposed DG rate design is appropriate.

Does this conclude your testimony in opposition to the proposed S&A?

Yes.
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APPENDIX

Qualifications of Brian Kalcic

Mr. Kalcic graduated from Benedictine University with a Bachelor of Arts degree in
Economics in December 1974. In May 1977 he received a Master of Arts degree in
Economics from Washington University, St. Louis. In addition, he has completed all course
requirements at Washington University for a Ph.D. in Economics.

From 1977 to 1982, Mr. Kalcic taught courses in economics at both Washington
University and Webster University, including Microeconomic and Macroeconomic Theory,
Labor Economics and Public Finance.

During 1980 and 1981, Mr. Kalcic was a consultant to the Equal Employment
Opportunity Commission, St. Louis District Office. His responsibilities included data
collection and organization, statistical analysis and trial testimony.

From 1982 to 1996, Mr. Kalcic was employed by the firm of Cook, Eisdorfer &
Associates, Inc. During that time, he participated in the analysis of electric, gas and water
utility rate case filings. His primary responsibilities included cost-of-service and economic
analysis, model building, and statistical analysis.

In March 1996, Mr. Kalcic founded Excel Consulting, a consulting practice that offers
business and regulatory analysis.

Mr. Kalcic has previously testified before the state regulatory commissions of
Delaware, Indiana, Kansas, Kentucky, Maine, Massachusetts, Minnesota, Missouri, New
Jersey, New York, Ohio, Oregon, Pennsylvania, and Texas, and also before the Bonneville

Power Administration.
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