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STATEMENT OF QUALIFICATIONS

Please state your name and business address.

My name is Andrea C. Crane and my business address is 199 Ethan Allen Highway,
Ridgefield, Connecticut 06877. (Mailing Address: PO Box 810, Georgetown, Connecticut

06829.)

By whom are you employed and in what capacity?

I am President of The Columbia Group, Inc., a financial consulting firm that specializes in
utility regulation. In this capacity, I analyze rate filings, prepare expert testimony, and
undertake various studies relating to utility rates and regulatory policy. I have held several
positions of increasing responsibility since I joined The Columbia Group, Inc. in January

1989.

Please summarize your professional experience in the utility industry.

Prior to my association with The Columbia Group, Inc., I held the position of Economic
Policy and Analysis Staff Manager for GTE Service Corporation, from December 1987 to
January 1989. From June 1982 to September 1987, I was employed by various Bell Atlantic
(now Verizon) subsidiaries. While at Bell Atlantic, I held assignments in the Product

Management, Treasury, and Regulatory Departments.



10

11

12

13

14

15

16

17

18

19

20

21

22

1L

Have you previously testified in regulatory proceedings?

Yes, since joining The Columbia Group, Inc., I have testified in approximately 350
regulatory proceedings in the states of Arizona, Arkansas, Connecticut, Delaware, Hawaii,
Kansas, Kentucky, Maryland, New Jersey, New Mexico, New York, Oklahoma,
Pennsylvania, Rhode Island, South Carolina, Vermont, West Virginia and the District of
Columbia. These proceedings involved electric, gas, water, wastewater, telephone, solid
waste, cable television, and navigation utilities. A list of dockets in which I have filed

testimony since January 2008 is included in Appendix A.

What is your educational background?
I received a Masters degree in Business Administration, with a concentration in Finance,
from Temple University in Philadelphia, Pennsylvania. My undergraduate degree is a B.A.

in Chemistry from Temple University.

PURPOSE OF TESTIMONY

What is the purpose of your testimony?

On December 14, 2010, Mid-Kansas Electric Company (“MKEC” or “Company”) filed an
Application with the State of Kansas Corporation Commission (“KCC” or “Commission™)
seeking a rate increase of approximately $4.26 million in its electric rates for customers in its
service territory served by Wheatland Electric Cooperative (“Wheatland”). Wheatland
serves customers through two divisions: Wheatland East, which serves the former customers

of Aquila, and Wheatland West, which serves those ratepayers who were customers of

4
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Wheatland prior to the Aquila acquisition.! This proceeding only affects customers of
Wheatland East.

MKEC’s request would result in an increase of approximately 19.45%. Given the
magnitude of the increase, MKEC is requesting that the increase be phased-in, with an
increase of $2.38 million or 10.85% initially and the additional increase of $1.88 million to
be implemented one year later.

MKEC is owned by five Kansas cooperatives and one corporation that is a wholly-
owned subsidiary of a sixth Kansas cooperative (collectively “Members’). This case only
involves rates for customers served by one of its members, Wheatland Electric Cooperative.
Rates for the other Members, as well as wholesale rates for generation sales by MKEC to its
Members, were determined in Docket No. KCC 09-MKEE-969-RTS. The Columbia Group,
Inc. was engaged by The State of Kansas, Citizens’ Utility Ratepayer Board (“CURB”) to
review the Company’s Application, and to provide recommendations to the KCC regarding

the rate increase being requested in this case.

What rates are currently being charged to MKEC’s customers in the Wheatland East
service territory?

MKEC is currently charging these customers the retail rates that were in place when the
service territory was served by Aquila, Inc. MKEC was organized by its Members to acquire

the electric utility assets owned by Aquila. On February 23, 2007, the KCC approved the

! Throughout this testimony, “Wheatland East” will be used to refer to MKEC’s rate request related to Wheatland.

5
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transfer of Aquila’s facilities in Kansas to MKEC. MKEC, through its Members, began
serving Kansas ratepayers on April 1, 2007. Approximately 14,400 customers are served
through Wheatland East and approximately 17,300 customers are served by Wheatland West.

Only the 14,400 customers of Wheatland East are impacted by this filing.

Do you believe that MKEC and its Members should receive special regulatory
treatment because they are organized as not-for-profit cooperatives instead of as
investor-owned utilities?

No, I do not. Mr. Watkins suggests in his testimony that cooperative utilities should be
viewed differently by the KCC because “there are no competing interests between
stockholders who want higher returns and customers who want lower rates and better
service.” However, as long as the KCC has jurisdiction over the rates of MKEC and its
Members, the KCC should apply the same regulatory scrutiny to cooperatives that it applies
to investor-owned utilities. I understand that there are statutes in Kansas that would enable
MKEC and most of its Members to deregulate their electric utility services. However, as
noted by Mr. Watkins on page 5 of his testimony, “Mid-Kansas and the operations of the
service territory by the Mid-Kansas Members are currently fully regulated by the
Commission and will continue to be regulated unless Mid-Kansas or any eligible Mid-
Kansas Member seeks to remove Commission regulation over their rates, pursuant to the
provisions found in K.S.A. 66-104d.” Accordingly, the services that are issue in this case are

fully regulated by the KCC. As long as the KCC has regulatory jurisdiction, it should

6
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I

provide the same level of regulatory oversight to the customers of these cooperatives as it
provides to customers of investor-owned utilities. While the KCC may conclude that some
different methodologies are appropriate for regulating cooperative utilities, it should ensure
that these methodologies result in the same degree of scrutiny as that given to investor-owned

utilities. The ratepayers of the cooperatives, including Wheatland, deserve nothing less.

SUMMARY OF CONCLUSIONS

What are your conclusions concerning the need for rate relief?

Based on my analysis of the filing and other documentation in this case, my conclusions are

as follows:

1. Wheatland East’s rates should be established based on a TIER of 1.5.

2. Wheatland East should be granted a rate increase of no more than $2,756,850 (see
Schedule ACC-1). This represents a reduction of $1,510,801 from the amount
requested by the Company.

3. The KCC should approve a rate increase of $1,784,747, or approximately 8%, in
Phase 1, based on a debt service coverage (“DSC”) ratio of 1.35 as required by the
Company’s lender (see Schedule ACC-14). The remaining increase of $972,102, or

approximately 4.34%, should be implemented in Phase 2.
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1v.

DISCUSSION OF THE ISSUES
Please provide a brief description of the Company’s request.
MKEC is claiming a required rate increase of $4,267,651 for its Wheatland service territory.
The Company is proposing that $52,043 of this increase be recovered through an increase in
local access charges (“LAC”) to third parties that utilize the 34.5 kV line owned by
Wheatland East. The Company is proposing that $2,384,968 of the increase be effective with
the Commission’s order in this case. The Phase 1 increase would include the $52,043
allocated to the LAC. The remainder of the increase would be effective one year later.
The Company has based its claim on the test year ending December 31, 2009. The
Company made certain pro forma adjustments to its actual test year results for payroll and
employee benefit costs, depreciation expense, interest expense, rate case expense, property

tax expense, and non-operating income.

A. Pro Forma Revenue

How did Wheatland East determine its claim for pro forma electric sales revenue at
present rates?
Wheatland East utilized the number of customers at December 31, 2009, the end of the test

year, to develop its claim. Usage levels were based largely on actual test year consumption.

*The Company claims that it has a revenue deficiency of $4,267,651, although its rate design only yiclds an increase
of $4,264,081 due to rounding of tariff rates.
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The Company did make a few adjustments to reflect expiring Economic Development

Credits and the net effect of losing or gaining customers during 2009.

Did Wheatland East normalize its pro forma sales for normal weather conditions?
No, it did not. The Company did not make any adjustment to normalize sales due to weather

fluctuations.

Is it a common practice for utilities to include rate case adjustments to reflect pro
forma sales based on normal weather conditions?

Yes, itis. Weather normalization adjustments are widely used by regulated utilities. Thisis
because fluctuations in the weather can have a significant impact on usage. For example, in
an electric utility, sales will generally be depressed if the weather is colder than normal in the
summer months, since customers will be less likely to use their air conditioning. In a gas
utility, a warm winter will generally depress gas sales. While fluctuations in the weather can
impact sales from year to year, utility rates are generally established based on normal weather

conditions.

How did actual sales in 2010 compare with sales in the test year?
Sales in 2010 were significantly higher than sales in the test year. As shown in the response
to KCC-66, the Company had sales of 269.12 million kwhs in 2010, approximately 8.6%

higher than sales in the test year.
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Q.

How did the weather in the test year compare with normal weather conditions for the
service territory?

According to the High Plains Regional Climate Center, cooling degrees days were
approximately 150 to 300 degree days lower than normal in the summer of 2009. This
suggests that the sales in the test year were not representative of normal weather conditions,
but instead were depressed due to cooler than normal weather conditions. Alternatively,
cooling degrees days in 2010 were 100 to 200 degree days above normal. So the data
suggests that the summer of 2009 was cooler than normal and that the summer of 2010 was

hotter than normal.

Did you have sufficient data to develop a long-term relationship between cooling degree
days and electric sales for Wheatland East?

No, I did not. Wheatland East has limited historic data available for its customers.
Moreover, while we asked for historic data in CURB-8, the Company limited its response to

data from December 2008 through December 2010.

Given this limited data, what level of pro forma sales do you recommend for
determining pro forma revenue at present rates?

Given this very limited data, and the fact that the summer of 2009 was cooler than normal
while the summer of 2010 was warmer than normal, I recommend that a two year average of

actual electric sales be used to determine pro forma volumes in this case. As shown in

10
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Schedule ACC-2, this will result in an adjustment to pro forma volumes of 14.73 million

kwhs.

How did you quantify the impact of your adjustment on the Company’s operating
margin?

Since Wheatland East must purchase power to meet its supply requirements, any increase in
sales will result in an increase to purchase power expense. Therefore, to determine the
impact of my pro forma revenue adjustment, I multiplied the 14.73 million kwhs of
incremental sales by the average margin assumed by the Company in its filing. Wheatland
East’s claim is based on average revenues of approximately $0.0900 per kWh, as derived
from Exhibit RIM-WH-2 of Mr. Macke’s testimony. However, Wheatland East’s claim also
reflects average purchased power costs of $0.0596 per kWh, as shown in Mr. Macke’s
testimony at Exhibit RIM-WH-2, page 9. Thus, the Company’s filing reflects a net margin
of $0.0305 per kWh.> On Schedule ACC-2, I have utilized this average net margin to
calculate the additional margin associated with my recommended sales adjustment. While
my methodology to determine pro forma sales is not as refined as it could be if extensive
historic data was available, it represents an improvement over the Company’s methodology,
which is based on sales during a single year that was generally cooler than normal. For this
reason, I recommend that the KCC adopt my adjustment to pro forma revenue at present

rates, as shown in Schedule ACC-2.

* Numbers do not add due to rounding.

11
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B. Payroll and Benefit Expenses

How did the Company determine its payroll and benefit expense claims in this case?
Wheatland East began with its actual booked test year costs. The Company then made an
adjustment to annualize the impact of a 3.5% payroll increase effective December 1, 2009.
This resulted in a pro forma payroll adjustment of $87,171. Wheatland East then adjusted
various categories of employee benefits by applying the percentage ratio of each type of
benefit to the pro forma payroll increase. Employee benefit costs adjusted in this manner
include retirement and pension costs, 401K costs, short-term disability costs, workmen’s
compensation costs, hospitalization insurance costs, state and federal unemployment
insurance costs, and life insurance costs. In addition, the Company made adjustments to
retirement and pension expense and to state and federal unemployment insurance costs to
reflect changes in the actual percentage rate for these types of costs. Finally, Wheatland East
made an adjustment to its payroll tax expense to reflect the impact on taxes of its payroll

annualization adjustment.

Are you recommending any adjustment to the Company’s payroll and employee benefit
costs?
I am not recommending any adjustment to its payroll cost claim. I am recommending one

adjustment to employee benefit costs relating to workers compensation costs.

12
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Q.

Please explain your adjustment to the Company’s claim for workers compensation
costs.

My proposed adjustment to workers compensation costs simply corrects what I perceive to be
an error in the Company’s testimony. On Exhibit RIM-WH-2, page 12 of Mr. Macke’s
testimony, he calculates an adjustment to workers compensation costs of $919. This
adjustment is derived by applying the workers compensation rate of 1.05% to the payroll
adjustment of $87,171. However, in the summary on page 13 of his testimony, Mr. Macke
carried over an adjustment amount of $17,082 for workers compensation costs. This is the
same adjustment that he calculated for hospitalization insurance expense so I believe Mr.
Macke simply carried over the incorrect amount. In addition, it appears that Mr. Macke
carried over the incorrect amount of $17,082 to his pro forma test year revenue requirement
shown on Exhibit RIM-WH-2, page 1. Therefore, at Schedule ACC- 4, I have made an
adjustment to reduce the workers compensation adjustment from the $17,082 included in Mr.

Macke’s schedules to the $919 that he calculated initially.

C. Donations Expense

Did Wheatland East include any donations in its claim?
Yes, as shown in the response to CURB-23, Wheatland East included $3,969 of donations in

its revenue requirement claim.

13
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Are such donations appropriate to include in a utility’s revenue requirement?

No, they are not. Donations are not costs that are necessary for the provision of safe and
adequate utility service and therefore most regulatory commissions exclude donations from a
regulated utility’s cost of service. Nevertheless, I recognize that in the past the KCC has
generally permitted regulated utilities to include 50% of donations in their regulated cost of

service.

Did Wheatland East make an adjustment to eliminate 50% of its donations from its
regulated cost of service?

No, it did not. Wheatland East included 100% of its booked donations in its revenue
requirement claim in this case. Therefore, at Schedule ACC-5, I have made an adjustment to
remove 50% of these costs. While I continue to believe that it is inappropriate to include any
donations in regulated utility rates, my adjustment recognizes the KCC’s past policy on this

issue.

D. Key Man Insurance Expense

Please explain the Company’s claim for key man insurance.

In the test year, Wheatland East booked $43,927 for key man insurance costs in Account
4.26.2. While these costs were initially booked below-the-line, they have been included
above-the-line in Mr. Macke’s Exhibit RJ M-WH-2, page 1 and therefore are included in the

Company’s revenue requirement claim.

14
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Q.

Has the Company provided any rationale for why these costs should be recovered from
ratepayers?

No, it has not. According to the response to KCC-8, these costs relate to prepaid employee
benefits established in 1987, well before Wheatland acquired the service territory at issue in
this case. At December 31, 2009, Wheatland had deferred debits of $837,661 relating to
these prepaid benefits on its consolidated balance sheet. These deferrals are being written off
in the amount of $14,355 each month, 30% of which is now being allocated by Wheatland to

its Wheatland East service territory.

What do you recommend?

I recommend that these costs be excluded from the Company’s revenue requirement. These
costs do not relate to the operations of Wheatland East and there is no reason why the former
Aquila ratepayers should pay a portion of these costs through their utility bills. If Wheatland
wants to allocate a portion of these costs to Wheatland East, the costs should remain below-
the-line and not included in the Company’s regulated cost of service. My adjustment to

eliminate these costs is shown in Schedule ACC-6.

E. Amortization Expense

Did Wheatland East include amortization of the premium that resulted from the Aquila

acquisition in its revenue requirement claim?

15
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A.

The Company made an adjustment to eliminate the amortization of the acquisition premium
from its operating expense claim, as discussed by Mr. Macke at pages 18-19 of his testimony.

However, it did include these costs when calculating its financial ratios.

What did the Settlement and Agreement (“S&A”) in KCC Docket No. 06-MKEE-524-
ACQ state about recovery of the acquisition premium?

The S&A stated that the acquisition premium “shall be included below-the-line in subsequent
MKEC, Distribution Cooperative(s), and Southern Pioneer rate proceedings. The AP
[acquisition premium] shall be considered for purposes of calculating TIER and other
financial ratios...”. Thus, the Company’s treatment of the acquisition premium is consistent

with the S&A in KCC Docket No. 06-MKEE-524-ACQ.

Does Wheatland East’s cost of service include any other costs associated with the
acquisition?

Yes, although Wheatland East removed the amortization expense associated with the
acquisition premium, it appears that its cost of service still includes $42,580 in other
acquisition costs, per the response to CURB-27. In addition to the acquisition premium, the
Company incurred other acquisition costs of $851,594 related to the acquisition of the Aquila

assets. These costs are being amortized over twenty years.

16
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Are you recommending that these costs be disallowed?

Yes,Iam. As noted in my testimony in KCC Docket No. 06-MKEE-524-ACQ, MKEC and
its Members claimed that there would be significant synergy savings as a result of the
acquisition. Irecommended in that case that these synergy savings be used to finance the
acquisition premium, rather than recovering these costs from ratepayers, and the S&A in that
case included the requirement that the acquisition premium be recorded below-the-line. The
same should apply to acquisition costs. Recovery of these costs was not provided for in the
S&A in that case. To the extent that the Company financed acquisition costs, it should have
used synergy savings to recover them during the period of the rate freeze. The Company has
not provided any supporting documentation for these costs or demonstrated that these costs
are otherwise appropriate to include in its cost of service. Moreover, these costs are not
recurring costs and therefore should not be included in prospective rates. For all these
reasons, | recommend that the Company’s claim for amortization expense associated with

acquisition costs be denied. My adjustment is shown in Schedule ACC-7.

F. Vehicle Purchase Expense

Has Wheatland East included a vehicle purchase in its cost of service as an operating
expense?
Yes, it has. According to invoices provided in response to KCC-125, Wheatland East

included costs for a vehicle purchased during the test year from Newbury Family Auto in its

17
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cost of service. It appears that the Company included the entire net price of the vehicle in its

expense claim.

How should vehicle costs be reflected in cost of service?

If vehicles are owned by the utility, they should be capitalized and recovered through the
depreciation expense and interest expense components of the Company’s revenue
requirement. As shown in the response to KCC-26, Wheatland’s policy is to capitalize assets
that cost more than $1,000. If vehicles are leased, the annual lease costs should be included

in cost of service.

What do you recommend?

I recommend that the vehicle costs of $25,458 be excluded from the Company’s revenue
requirement, as shown on Schedule ACC-8. Since the Company annualized its interest
expense, | am assuming that its interest claim includes any financing costs incurred to
acquire this vehicle. However, I do not know if this vehicle is included in the Company’s
depreciation expense claim. If the Company provides documentation demonstrating that
depreciation expense on this vehicle has not been included in its depreciation expense claim,
I would recommend a further adjustment to increase depreciation expense by the annual

depreciation for this vehicle.

18
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G. Lobbyving Expense

Has Wheatland East included any lobbying costs in its revenue requirement claim?

Yes, it has. Although Wheatland East claimed in its response to KCC-38 that it did not
include any lobbying costs in its revenue requirement claim, it has included in its claim dues
for certain organizations that engage in lobbying activities. These include the Kansas

Electric Cooperative (“KEC”), and various Chambers of Commerce.

Are lobbying costs an appropriate expense to include in a regulated utility’s cost of
service?

No, they are not. Lobbying expenses are not necessary for the provision of safe and adequate
utility service. Ratepayers have the ability to lobby on their own through the legislative
process. Moreover, lobbying activities have no functional relationship to the provision of
safe and adequate regulated utility service. If the Company were to immediately cease
contributing to these types of efforts, utility service would in no way be disrupted. For all
these reasons, lobbying costs are generally disallowed by regulators and I recommend that

such costs be disallowed in this case as well,

How did you quantify your adjustment?
In response to KCC-39, the Company stated that 18.02% of KEC’s dues are classified as
legislative advocacy. Therefore, I am recommending that 18.02% of the test year KEC dues

be eliminated from the Company’s revenue requirement. This adjustment is consistent with
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the percentage of dues generally attributable to lobbying functions by similar entities. While
Wheatland East did not identify the specific portion of Chamber of Commerce dues related
to lobbying, in the past I have generally recommended disallowances of 15-25% for Chamber
of Commerce dues on the basis of lobbying. Therefore, I also eliminated 18.02% of the
Chamber of Commerce dues included in the Company’s claim. My adjustments are shown

in Schedule ACC-9.

H. Adyvertising Expense

Are you recommending any adjustment to the Company’s claim for advertising costs?
Yes, [ am. In the response to data request CURB-26, Wheatland East identified $12,382 in
advertising costs that relate primarily to corporate image or promotional advertising. These
costs include various advertisements, sponsorships, promotional give-aways, and other costs
that generally promote Wheatland such as advertising for Touchstone Cooperative, of which
Wheatland is a member. None of these costs relate to activities or services that are necessary
for the provision of safe and adequate regulated utility service. These costs all appear to be
corporate image or public relations costs that are directed toward promoting the corporate
image of Wheatland, rather than toward the provision of regulated utility service to its
customers. Unless Wheatland East can show a direct relationship between these costs and
the provision of safe and adequate utility service, these costs should be disallowed. The
Company has not made such a showing at this time. Therefore, I recommend that these costs

be disallowed. My adjustment is shown in Schedule ACC-10.

20
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| A Fitness and Club Membership Expense

Q. Has the Company included any costs for fitness and club memberships in its revenue
requirement claim?

A. Yes, Wheatland East has included fitness and club membership costs of $7,093 in its claim.
Moreover, according to the response to KCC-122, one of these memberships covers not only

Wheatland employees, but their spouses and children as well.

Q. Are fitness and club membership costs appropriate costs to charge to regulated
ratepayers?

A. No, they are not. These costs are not necessary for the provision of regulated electric service.
Nor are these benefits generally provided to employees in the utility industry. While I have
no objection to Wheatland East providing club memberships to employees and their families,
these costs should not be paid for by regulated ratepayers. Therefore, at Schedule ACC-11, 1
have made an adjustment to remove fitness club memberships from the Company’s revenue

requirement.

J. Non-Operating Margins — Other

Did Wheatland East include non-operating margins in its claim in this case?
Yes, it did. During the test year, Wheatland East booked $1,407 in non-operating interest
income and $1,418,309 of other non-operating margins. As discussed on page 17 of Mr.

Macke’s testimony, Wheatland East made adjustments to its non-operating margins a) to
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remove reimbursements from MKEC of expenses associated with the 34.5 KV line that are
now being recovered through local access charges, b) to add back the acquisition premium so
that it was considered when calculating financial ratios, consistent with the Settlement
Agreement in Docket No. 06-MKEE-524.ACQ, and ¢) to include 2009 income allocated to

Wheatland from MKEC.

Are you recommending any adjustments to the non-operating margins included in
Wheatland East’s filing?

Yes, I am. I am recommending two additional adjustments. First, during the test year,
Wheatland East incurred a net loss of $6,016 on merchandise sales. By including these
losses in its revenue requirement, Wheatland East is effectively requiring regulated
ratepayers to subsidize these losses. If Wheatland East wants to make merchandise sales at
rates that result in net losses it can do so, but the KCC should not permit these losses to be
funded by regulated electric ratepayers. Therefore, at Schedule ACC-12, I have made an
adjustment to remove these net losses from non-operating margins.

In addition, Wheatland East has included $22,056 of losses on the disposition of
property and $637 of gains on the disposition of property in its claim. Wheatland East has
not provided any testimony or other support demonstrating why losses from the disposition
of property should be recovered from ratepayers. Nor has Wheatland East demonstrated that
such losses are likely to occur annually or that the Company’s claim represents a normalized

annual level of such losses. Therefore, at Schedule ACC-12, I have made an adjustment to
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remove these losses from the Company’s claim. To be consistent, I have eliminated the
corresponding gains from the disposition of property as well. This adjustment is also shown

in Schedule ACC-12.

K. Margin Coverage Requirement

Are there differences in the way in which the KCC determines an investor-owned
utility’s rates and the method used by the KCC for utilities organized as cooperatives?
Yes. Instead of using a traditional rate base, rate of return ratemaking methodology, the
KCC has historically regulated cooperatives based on a cash flow approach, i.e., the KCC
sets rates that provide the cooperative with sufficient revenues to meet their financing
coverage requirements as contained in loan agreements between the cooperative and its
lenders. In this case, Wheatland East has proposed that its rates be based on a TIER

requirement of 2.0.

Does Wheatland have any equity?

Wheatland does have equity, resulting mainly from patronage capital. At December 31,
2009, approximately 10.5% of total Wheatland assets were financed with equity. However,
the vast majority of the operations of Wheatland is financed with debt. Therefore, the
coverage requirement of the lender is used to establish the level of margin that must be

maintained in order to comply with its debt covenants.

23



10

11

12

13

14

15

16

17

18

19

The Columbia Group, Inc. Docket No. 11-MKEE-439-RTS

Doesn’t the Company claim that it has negative equity?

Yes, it does. On page 23 of Mr. Macke’s testimony, he claims that Wheatland East actually
has an equity ratio of negative 11.8% compared with total capitalization, or negative 10.1%
as a percent of assets. However, his calculation is based solely on what he calculated for the
Wheatland East system, or that portion of Wheatland that was acquired from Aquila.
Accordingly, his calculation is impacted by the acquisition premium that was paid for the
assets as well as by the fact that the acquisition was financed with debt. However,
Wheatland’s financial statements are actually reported on a consolidated basis, and this is
how its lender, the CFC, views the Company. Moreover, as I pointed out in my testimony in
KCC Docket No. 06-MKEE-524-ACQ, it was clearly the decision of the management of the
MKEC Members, including Wheatland, to pursue the proposed acquisition at a price that
resulted in a significant acquisition premium, and which would require the Members to take
on significant additional debt. As stated in my testimony in that case, “...existing ratepayers
should not penalized with higher rates as a result of this acquisition. I recommend that in any
future rate proceeding, the KCC deny any proposal by a MKEC member that its equity ratio
should be increased to rebalance its capital structure as a result of the proposed transaction.”™
Wheatland should not now be using its weak capital structure and high debt ratio as an

excuse to recover excessive margins from its ratepayers.

*Testimony of Andrea C. Crane, Docket No. 06-MKEE-524-ACQ, page 23.
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Q.

What is the coverage requirement that Wheatland must meet pursuant to its debt
covenant?

According to the response to CURB-29, Wheatland borrows all of its funds from the
National Rural Utilities Cooperative Finance Corporation (“CFC”). Pursuant to its bond
indenture, Wheatland is required to meet a DSC requirement of 1.35 in two of the three most
current reporting years. There is no specific TIER requirement specified in its financial
covenants. Nor are there any TIER or DSC requirements specific to Wheatland East’s

operations.

If Wheatland does not have a TIER requirement, why did Wheatland East utilize TIER
to determine its margin requirement in this case?

According to the response to KCC-155, Wheatland East used TIER to determine its margin
requirements because “the KCC staff has often, if not always included a TIER calculation
when evaluating the appropriate margin requirements for cooperatives.” The Company also
stated that it used TIER since “it mirrors the approach taken in determining the rates for the

other five MKEC divisional rates.”
How is the TIER ratio calculated?

The TIER is generally defined as Net Margins plus Interest on Long-Term Debt divided by

the Interest on Long-Term Debt, as shown below:
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TIER = Net Margins + Interest on Long-Term Debt
Interest on Long-Term Debt

The Net Margins include the Utility Operating Margin less Other Income Deductions (such

as interest charges) plus Other Non-Operating Income.

What level of TIER coverage is Wheatland East requesting in this case?
As discussed in the testimony of Mr. Watkins, MKEC is requesting that the KCC approve

rates that will result in a TIER of 2.0.

How does the CFC calculate the DSC?

According to the response to KCC-156, CFC defines the DSC ratio as:
for any calendar year add (i) Operating Margins, (ii) Non-Operating Margins—
Interest, (iii) Interest Expense, (iv) Depreciation and Amortization, and (v) cash
received in respect of generation and transmission and other capital credits, and

divide by the sum so obtained by the sum of all payments of Principal and Interest
Expense required to be made during such calendar year;

Did the Company calculate the DSC that would result assuming that its request in this
case is approved?

Yes, it did. According to the response to KCC-154, a DSC of 2.48 would result if its entire
revenue increase is granted. Thus, the Company’s request results in a DSC that is almost

double its requirement under the bond indenture.
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Are you recommending any adjustment to Wheatland East’s requested coverage ratio?
Yes, Iam. I am recommending that the KCC approve rates that will result in a TIER of 1.50
for Wheatland East. This is the same recommendation that I made in Docket No. 09-

MKEE-969-RTS for the other MKEC Members.

Have you calculated the DSC that results from your recommendation?
Yes, as shown on Schedule ACC-1, my recommendation results in a DSC of 1.78, well

above the 1.35 required pursuant to the Company’s bond indenture with CFC.

What is the basis for your recommendation?

As noted above, I recommend that the KCC apply the same level of scrutiny to cooperative
utilities as it applies to investor-owned utilities. Accordingly, the KCC should ensure that
the Wheatland East rate increase is as low as possible without jeopardizing Wheatland East’s
ability to provide safe and reliable utility service. Wheatland East’s request results in a
cushion of more than 83% over the DSC ratio that Wheatland’s lender requires. While I am
not adverse to rates that would provide some cushion over the Company’s bond indenture
requirements, the question is how much is too much? Ibelieve thata TIER of 1.50, and DSC
of 1.78, result in a reasonable balance between the need to provide some cushion to

Wheatland East and the need to approve utility rates that are just and reasonable.
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Q.

How did you quantify your adjustment relating to Wheatland East’s coverage
requirement?

As shown on Schedule ACC-13, a TIER of 1.5 results in a coverage requirement of
$2,643,191. This compares with Wheatland East’s pro forma coverage at present rates of
($113,650). Therefore, my TIER recommendation results in a recommended rate increase of

for Wheatland East of $2,756,850.

REVENUE REQUIREMENT SUMMARY

Please summarize the revenue requirgment adjustments that you are recommending for
Wheatland East.

As shown on Schedule ACC-1, my adjustments will reduce Wheatland East’s revenue
requirement from $4,267,651 to $2,756,850. This includes adjustments to revenues at
present rates of $448,624 (Schedule ACC-2); total adjustments of $153,678 to operating
expenses (summarized on Schedule ACC-3), an adjustment of $27,435 to non-operating

margins (Schedule 12), and an adjustment of $881,064 to margins, as shown below:

Revenue Adjustments $448,624
Expense Adjustments $153,678
Non-Operating Margin Adjustments $27,435
Margin Adjustments’ $881,064
Total CURB Adjustments $1,510,801
Company Claim® $4,267,651
CURB Recommendation $2,756,850

5 Based on the difference between the TIER of 2.0 requested by Wheatland East and my recommended TIER of 1.5,

and on pro forma interest expense of $1,762,127.
% As noted earlier, the Company's revenue requirement analysis purports to show a deficiency of $4,267,651,
although the Company's proposed rates only yield $4,264,081 in additional revenues.
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My recommendations result in a TIER of 1.5 and a DSC of 1.78, well above the requirement

imposed by Wheatland’s lender.

How much of the recommended increase should be collected in Phase 1?

Wheatland East has proposed that its Phase 1 increase be based on the CFC's required debt
service coverage ratio of 1.35. I have used the same basis to determine the amount of my
recommended increase that should be implemented in Phase 1. As shown in Schedule ACC-
14, Wheatland East requires a Phase 1 increase of $1,784,747 to achieve the required 1.35
DSC ratio. This would represent an increase of 7.97% over pro forma revenue at present
rates, based on my pro forma revenue adjustment. The remainder of the increase, or
$972,102, would be implemented in Phase 2. This would increase rates by another 4.34%

over current pro forma revenue at present rates.

Are you making any recommendations with regard to rate design or class cost of
service allocations?

No, these areas are beyond the scope of my testimony in this case. However, in reviewing
the Company’s responses to data requests, I noted that in response to KCC-77, the Company
indicated that the long-term interest expense used in the calculation of its LAC charge is
incorrect. All of the Company’s rates, including its LAC, will be recalculated based upon the
level of revenues approved for Wheatland East by the KCC in this case, and based upon the

rate design and class cost of service allocations found to be reasonable by the KCC. At that
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time, the parties should ensure that the correct level of long-term interest expense is used in

the calculation of the LAC.

Q. Does this conclude your testimony?

A. Yes, it does.
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Appendix 4

The Columbia Group, Inc., Testimonies of Andrea C. Crane Page L of 3
Company Utility State Docket Date Topic On Behaif Of
South Jersey Gas Company G New Jersey GR10060378-79 3/11 BGSS/CHP Division of Rate Counsel
Chesapeake Utilities Corporation G Delaware 10-296F 311 Gas Service Rates Division of the Public
Advocate
Waestar Energy, Inc. E Kansas 11-WSEE-377-PRE 211 Pre-Determination of Wind  Citizens’ Utility
Investment Ratepayer Board
Delmarva Power and Light Company G Delaware 10-295F 2111 (as Cost Rates Attorney General
Delmarva Power and Light Company G Delaware 10-237 10/10 Revenue Requirements Division of the Public
Cost of Capital Advocate
Pawtucket Water Supply Board W Rhode island 4171 7/10 Revenue Requirements Division of Public Utilities
and Carriers
New Jersey Natural Gas Company G New Jersey GR10030225 7710 RGGI Programs and Division of Rate Counsel
Cost Recovery
Kansas City Power & Light Company E  Kansas 10-KCPE-415-RTS 6/10 Revenue Reguirements Citizens’ Utility
Cost of Capital Ratepayer Board
Atmos Energy Corp. G Kansas 10-ATMG-495-RTS 6/10 Revenue Requirements Citizens' Utility
Cost of Capital Ratepayer Board
Empire District Electric Company E Kansas 10-EPDE-314-RTS 3/10 Revenue Requirements Citizens’ Utility
Cost of Capital Ratepayer Board
Delmarva Power and Light Company E Delaware 09-414 and 09-278T 2110 Cost of Capital Division of the Public
Rate Design Advocate
Policy lssues
Delmarva Power and Light Company G Delaware 09-385F 2110 Gas Cost Rates DBivision of the Public
Advocate
Chesapeake Utilities Corporation G Delaware (09-398F 1710  Gas Service Rates Division of the Public
Advocate
Public Service Electric and Gas E  New Jersey ER09020113 11/09 Societal Benefit Charge Division of Rate Counsel
Company Non-Utility Generation
Charge
Delmarva Power and Light Company G Delaware 09-277T 11/09 Rate Design Division of the Public
Advocate
Public Service Electric and Gas E/G New Jersey GR09050422 11/08 Revenue Requirements Division of Rate Counsel
Company
Mid-Kansas Electric Company E  Kansas 09-MKEE-969-RTS 10/09 Revenue Requirements Citizens' Utility
Ratepayer Board
Westar Energy, Inc. [ Kansas 09-WSEE-925-RTS 9/09 Revenue Requirements Citizens’ Utility
Ratepayer Board
Jersey Central Power and Light Co. E  NewJersey EO08050326 8/08 Demand Response Division of Rate Counse!
EO08080542 Programs
Public Service Electric and Gas E  NewJersey E009030248 7/09  Solar Loan il Program Division of Rate Counsel
Company
Midwest Energy, Inc. E  Kansas 09-MDWE-792-RTS 7/09 Revenue Requirements Citizens' Utility
Ratepayer Board
Waestar Energy and KG&E E  Kansas 09-WSEE-841-GIE 6/09 Rate Consolidation Citizens' Utility

Ratepaver Board
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Appendix A
Page 2 of 3

mpary Utility State Docket Date Topic On Behalf Of
United W ater Delaware, Inc. W Delaware 09-60 8/09 Cost of Capital Division of the Public
Advocate
Rockland Electric Company E  New Jersey GO09020097 6/08 SREC-Based Financing Division of Rate Counsel
Program
Tidewater Utilities, Inc. W Delaware 08-26 6/08 Revenue Requirements Division of the Public
Cost of Capital Advocate
Chesapeake Ulilities Corporation G Delaware 08-269F 309 Gas Service Rates Division of the Public
Advocate
Delmarva Power and Light Company G Delaware 08-266F 2/08 Gas Cost Rates Division of the Public
Advocate
Kansas City Power & Light Company E  Kansas 09-KCPE-246-RTS 2/08 Revenue Requirements Citizens' Utility
Cost of Capital Ratepayer Board
Jersey Central Power and Light Co. E  New Jersey EQ08090840 1/09 Solar Financing Program  Division of Rate Counsel
Atlantic City Electric Company E  NewJersey EO06100744 1/09  Solar Financing Program  Division of Rate Counsel
EQO08100875
Woest Virginia-American Water Company W Wast Virginia 08-0900-W-42T 11/08 Revenue Requirements The Consumer Advocate
Division of the PSC
Westar Energy, Inc. E Kansas 08-WSEE-1041-RTS 9/08 Revenue Requirements Citizens’ Utility
Cost of Capital Ratepayer Board
Artesian Water Company W Delaware 08-96 9/08 Cost of Capital, Revenue,  Division of the Public
New Headquarters Advocate
Comcast Cable G New Jersey CR08020113 9/08 Form 1205 Equipment & Division of Rate Counsel
. Installation Rates
Pawtucket Water Supply Board W  Rhode island 3945 7/08 Revenue Requirements Division of Public Utilities
and Carriers
New Jersey American Water Co. WMWW New Jersey WR08010020 7/08 Consolidated income Taxes Division of Rate Counsel
New Jersey Natural Gas Company G New Jersey GRO7110889 5/08 Revenue Requirements Division of Rate Counsel
Kansas Electric Power Cooperative, Inc. E  Kansas 08-KEPE-587-RTS 5/08 Revenue Reguirements Citizens' Utility
Cost of Capital Ratepayer Board
Public Service Electric and Gas E  New Jersey EX02060363 5/08 Deferred Balances Audit Division of Rate Counsel
Company EA02060366
Cablevision Systems Corporation C  New Jersey CR07110894, et al. 5/08 Forms 1240 and 12058 Division of Rate Counsel
Midwest Energy, Inc. E  Kansas 08-MDWE-594-RTS 5/08 Revenue Requirements Citizens' Utility
Cost of Capital Ratepayer Board
Chesapeake Utilities Corporation G Delaware 07-246F 4/08 Gas Service Rates Division of the Public
Advocate
Comcast Cable C  New Jersey CRO7100717-946 3/08 Form 1240 Division of Rate Counset
Generic Commission Investigation G New Mexico 07-00340-UT 3/08 Weather Normalization New Mexico Office of
Attomey General
Southwestemn Public Service Company ~ E  NewMexico  07-00318-UT /o8 vevenus Requirements  New Mexico Office of

Cost of Capital

Attorney General
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The Columbia Group, Inc., Testimonies of Andrea C. Crane Page 3 of 3
Company Utility State Docket Date Topic On Behalf Of
Delmarva Power and Light Company G Delaware 07-238F 2/08 Gas Cost Rates Division of the Public
Advocate
Atmos Energy Corp. G Kansas 08-ATMG-280-RTS 1/08 Revenue Requirements Citizens' Utility

Cost of Capital Ratepayer Board
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MID KANSAS ELECTRIC COMPANY
WHEATLAND DIVISION

TEST YEAR ENDING DECEMBER 33, 2009

REVENUE REQUIREMENT SUMMARY

Operating Revenue:
Sales of Electricity

Gther

. Totat Operating Revenue

Operating Expenses:
Cost of Purchased Power
Transmission - O&M
Distribution - Operaticn
Distribution - Malntenance
Customer Accounts
Consumer Service & information
Sales
Administrative and General
Depreciation & Amortization
Taxes - Property
Taxes - Other
interest an Long Term Debt
Other Interest Expense
Other Deductions

. Tatal Operating Expenses |

. Net Operating Margins

Non-Operating Margins:
Capital Credits
Non-Operating Margins - Interest
Non-Operating Margins - Other
Total Non-Operating Margins

Net Margins
Debt Service Payments
TIER

D5C

Sources:
(A} Exhibit RIM-WH-2, page 1.
(B} Schedule ACC-2.

{
{D} Schedule ACC-12
(E} Schedule ACC-13.

Scheduie ACC-1

Company CURB
Pra Forma Recommended Pro Forma Recommended CURB

Present Rates Adjustment Present Rates Increase Recommendation

(A} (8)
$21,943,468 $448,624  (B) $22,392,092 $2,756,850 (€} $25,148,942
254,623 254,623 0 254,623
$22,198,091 $22,646,715 52,756,850 $25,403,565
$15,627,377 $15,627,377 $0 $15,627,377
104,337 104,337 0 104,337
1,362,836 1,362,836 0 1,362,836
756,008 756,009 o 756,008
620,587 620,587 0 620,587
20 20 0 0
22,655 21,655 0 22,655
1,871,981 {153,678) () 1,718,303 O 1,718,303
1,728,203 ’ 1,728,203 o 1,728,203
855,925 855,925 a 855,925
146,954 146,954 \4 146,954
1,762,127 1,762,127 0 1,762,127
139,972 139,972 0 139,972
47,856 47,886 0 47,896
525,046,879 {$153,678) $24,893,201 S0 $24,893,201
{62,848,788) (62,246,486} $2,756,850 510,364
$0 $0 50 50
1,407 1,407 Q 1,407
341,858 27,435 (D) 369,293 0 369,293
343,265 27,435 370,700 4] 370,700
(62,505,523} $629,737 {51,875,786) $2,756,850 $881,064
$2,244,433 2,244,443 $2,244,443
(0.42} {0.06) 1.50
0.36 071 1.78

)
C) Schedules ACC-3. For iltustrative purpases, all adjustments are assigned to Administrative and General Expense.



Schedule ACC-2

MID KANSAS ELECTRIC COMPANY
WHEATLAND DIVISION

TEST YEAR ENDING DECEMBER 31, 2009

PRO FORMA REVENUE
. Two Year Average Sales 258,395,256
. Campany Claim ‘ 243,664,968
. Recommended Adjustment 14,730,288
. Margin per Kwh $0.0305
. Pro Forma Revenue Adjustment $448,624
Sources:

(A} Derived from the response to KCC-66.

{B) Testimony of Mr. Macke, Exhibit RIM-WH-2, page 4 (Schedule A}.

(C) Reflects revenue of $0.0900 per kwh, derived from Testimony of
Mr. Macke, Exhibit RIM-WH-2, page 4 (Schedule A) less incremental
purchased power costs of $0.0596 per Testimony of Mr. Macke,
Exhibit RIM-WH-2, page 9 (Schedule B}). (Numbers do not add due to
rounding}.



Schedule ACC-3

MID KANSAS ELECTRIC COMPANY
WHEATLAND DIVISION

TEST YEAR ENDING DECEMBER 31, 2009

OPERATING EXPENSE ADSUSTMENTS

. Workers Compensation Expense ~ (16,167)
. Donations Expense ; {1,585)
. Key Man Insurance Expense ’ (43,927)
. Amortization Expense {42,580}
. Vehicle Purchase Expense ($25,458)
. Lobbying Expense (4,087)
. Advertising Expense ; {12,382)
. Fitness Club Membership Expense {7,093)

. Total Expense Adjustments {$153,678)

ACC-4

ACC-5 .

ALCC-6

ACC-7

ACC-8

ACC9

ACC-10

ACC-11



MID KANSAS ELECTRIC COMPANY
WHEATLAND DIVISION

TEST YEAR ENDING DECEMBER 31, 2009

WORKERS COMPENSATION EXPENSE

1. increase in Payroll Costs

2. Workers Compensation Rate

3. increase in Workers Compensation Costs

4, Company Claim

5. Recommended Adjustment

Sources:
{A) Exhibit RIM-2, page 12.
{A) Exhibit RIM-2, page 13.

Schedule ACC-4

$87,171  (A)

1.05%  (A)
$915

17,082 (B)
($16,167)



Schedule ACC-5

MID KANSAS ELECTRIC COMPANY
WHEATLAND DIVISION

TEST YEAR ENDING DECEMBER 31, 2009

DONATIONS EXPENSE
1. Company Claim 53,969 (A)
2. Sharing Percentage 50.00% (B)
3. Recommended Adjustment {51,985)
Sources:

{A) Response to CURB-23.
{B) Reflects KCC policy.



Schedule ACC-6

MID KANSAS ELECTRIC COMPANY
WHEATLAND DIVISION

TEST YEAR ENDING DECEMBER 31, 2009

KEY MAN iNSURANCE EXPENSE

. Company Claim 543,927 {A)
. Recommended Adjustment {543,927)
Sources:

{A) 2008 General Ledger provided in Mr. Macke's
workpapers, page 3.



Schedule ACC-7

MID KANSAS ELECTRIC COMPANY
WHEATLAND DIVISION

TEST YEAR ENDING DECEMBER 31, 2009

AMORTIZATION EXPENSE

1. Company Claim 542,580 (A
2. Recommended Adjustment ($42,580)
Sources:

(A) Response to CURB-27.



Schedule ACC-8

MID KANSAS ELECTRIC COMPANY
WHEATLAND DIVISION

TEST YEAR ENDING DECEMBER 31, 2009

VEHICLE PURCHASE EXPENSE

. Company Claim $25,458 (A}

. Recommended Adjustment {525,458)

Sources:
{A) Response to KCC-125.



MID KANSAS ELECTRIC COMPANY
WHEATLAND DIVISION

TEST YEAR ENDING DECEMBER 31, 2009

LOBBYING EXPENSE

Scheduie ACC-9

Percent
Lobbying Adjustment

Amount
: (A)
. KEC $20,975
. Chambers of Commerce 1,703

. Recommended Adjustment

Sources:
{A} Per the response to CURB-24.
{B) Per the response to KCC-39.

(B)

18.02% $3,780
18.02% 307
(54,087)
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MID KANSAS ELECTRIC COMPANY
WHEATLAND DIVISION

TEST YEAR ENDING DECEMBER 31, 2009

ADVERTISING EXPENSE

. Cares for Kids Radiothon
. Chamber of Commerce

. Metallic Viper P Beaver

. Graduation Ads

. Spelling Bee

. Touchstone Membership

Total Recommended Adjustments

Sources:
(A) Response to CURB-26.

Schedule ACC-10

$750
50
1,637

20
269

9,656

($12,382)
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Schedule ACC-11

MID KANSAS ELECTRIC COMPANY
WHEATLAND DIVISION

TEST YEAR ENDING DECEMBER 31, 2009

FITNESS CLUB MEMBERSHIP

. Town and Country $551

. Club 1 Fitness 6,542

. Recommended Adjustment {$7,093)
Sources:

(A} Response to KCC-50.
{B) Response to KCC-122.



Schedule ACC-12

MID KANSAS ELECTRIC COMPANY
WHEATLAND DIVISION

TEST YEAR ENDING DECEMBER 31, 2009

NON OPERATING INCOME-OTHER

. Loss on Merchandise Sales $6,016 {A)

. Loss on Dispaosition of Property 22,056 {A}

. Gain on Disposition of Property {637) {A)

. Total Adjustments $27,435
Sources:

{A) 2009 General Ledger provided in Mr. Macke's
workpapers, pages 3 and 4.



Schedule ACC-13

MID KANSAS ELECTRIC COMPANY
WHEATLAND DIVISION

TEST YEAR ENDING DECEMBER 31, 2009

MARGIN COVERAGE REQUIREMENT

. Pro Forma Interest Expense $1,762,127

. TIER Recommendation 15

. Required Coverage $2,643,191

. Company Claim {113,659)

. Recommended Adjustment $2,756,850
Sources:

(A} Testimony of Mr. Macke, Exhibit RIM-WH-7, page 1.
{B) Recommendation of Ms. Crane.

{C) Interest on Long Term Debt + Net Margins, Pro Forma at
Present Rates, per Schedule ACC-1.

(€



MID KANSAS ELECTRIC COMPANY
WHEATLAND DIVISION

TEST YEAR ENDING DECEMBER 31, 2009

PHASE { INCREASE

. Operating Margins
. Depreciation and Amortization
. Interest on Long Term Debt

RN

. Non-Operating Margins-interest
5. Subtotal

6. Debt Service Requirement @ 1.35

7. Recommended Phase 1 Increase

8 Increase Over Pro Forma Electric Sales
at Present Rates

9, Recommended Phase 2 Increase

10. Increase Qver Pro Forma Electric Sales
at Present Rates

Soufces:
(A} Schedule ACC-1.

{8} Based on Debt Service Costs of $2,244,443 per Testimony

of Mr. Macke, page 39.

Schedule ACC-14

(A)
($2,246,486)
1,728,203
1,762,127

1,407

$1,245,251

3,029,998

$1,784,747

7.97%

$972,102

4.34%

{C) Based on Pro Forma Electric Sales Revenue at Present Rates

of §22,392,092 per Schedule ACC-1.

(D) Based on total recommended increase of $2,756,850 per

Schedule ACC-1.



APPENDIX C
Referenced Data Requests

CURB-8
CURB-23
CURB-26
CURB-27
CURB-29

KCC-8
KCC-26
KCC-38
KCC-39
KCC-66
KCC-77

KCC-122
KCC-125 (Partial)
KCC-154
KCC-155
KCC-156



DATA REQUESTS TO MID-KANSAS ELECTRIC COMPANY
FROM THE CITIZENS’ UTILITY RATEPAYER BOARD
KCC DOCKET NO. 11-MKEE-439-RTS

CURB-8. Please provide the average energy usage for a) residential customers and b) small commercial
customers in each of the past five years.

Please see ptCURB-DR07-08 piBillHistx - Resid and Sm Comm 2008.pdf
ptCURB-DR07-08 ptBillHistx - Resid and Sm Comm 2010.pdf

If for some reason, the above information cannot be provided by the date requested, please provide a written
explanation of those reasons.

VERIFICATION OF RESPONSE
Submitted By: David Springe
Submitted To: Mark Calcara

I have read the foregoing Data Request and Answer(s) thereto and find the answer(s) to be true, accurate, full and
complete and contain no material misrepresentations or omissions to the best of my knowledge and belief; and I will
disclose to the Citizens’ Utility Ratepayer Board any matter subsequently discovered which affects the accuracy or
completeness of the answer(s) to this Data Request.

Signed:
Name:
Position:
Dated:
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DATA REQUESTS TO MID-KANSAS ELECTRIC COMPANY
FROM THE CITIZENS’ UTILITY RATEPAYER BOARD
KCC DOCKET NO. 11-MKEE-439-RTS

CURB-23. Please itemize all charitable contributions included in the Company’s actual test year
expenses.

Please see ..... CURB-DR23 ptGLMasterx 2009 - Donations.xlsx

If for some reason, the above information cannot be provided by the date requested, please provide a written
explanation of those reasons.

VERIFICATION OF RESPONSE

Submitted By: David Springe
Submitted To: Mark Calcara

I have read the foregoing Data Request and Answer(s) thereto and find the answer(s) to be true, accurate, full and
complete and contain no material misrepresentations or omissions to the best of my knowledge and belief; and I will
disclose to the Citizens’ Utility Ratepayer Board any matter subsequently discovered which affects the accuracy or
completeness of the answer(s) to this Data Request.

Signed:
Name:
Position:
Dated:
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DATA REQUESTS TO MID-KANSAS ELECTRIC COMPANY
FROM THE CITIZENS’ UTILITY RATEPAYER BOARD
KCC DOCKET NO. 11-MKEE-439-RTS

CURB-26. Please itemize all advertising expenses included in the Company’s actual test year expenses.

Please see ...... CURB-DR28 ptGLMasterx 2009 Advertising Cateqorized xisx
CURB-DR26 ptAPHistx 2009 Advertising Expense.xisx

If for some reason, the above information cannot be provided by the date requested, please provide a written
explanation of those reasons.

VERIFICATION OF RESPONSE

Submitted By: David Springe
Submitted To: Mark Calcara

1 have read the foregoing Data Request and Answer(s) thereto and find the answer(s) to be true, accurate, full and
complete and contain no material misrepresentations or omissions to the best of my knowledge and belief; and I will
disclose to the Citizens’ Utility Ratepayer Board any matter subsequently discovered which affects the accuracy or
completeness of the answer(s) to this Data Request. '

Signed:
Name:
Position:
Dated:
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DATA REQUESTS TO MID-KANSAS ELECTRIC COMPANY
FROM THE CITIZENS’ UTILITY RATEPAYER BOARD
KCC DOCKET NO. 11-MKEE-439-RTS '

CURB-27. Please identify all amortizations included in the Company’s revenue requirement claim for
each such amortization, please provide a) the total cost incurred, b) the number of years over which such
costs are being amortized, ¢) the beginning date of the amortization, and d) the amortization expense
included in the Company’s test year.

The only amortized expenses are for acquisition costs and are speacified in this DR.

DESCRIPTION » a . b. c. d.
Acquisition Premium $4,386,636 30 4/1/2007 T $1486,221
Acquisition Costs ‘ $851,594 20 4/1/2007 42,580
Total : $188,801
Joel Bryan

2011-01-24

If for some reéson, the above information cannot be provided by the date requested, please provide a written
explanation of those reasons.

VERIFICATION OF RESPONSE

Submitted By: David Springe
Submitted To: Mark Caleara

I have read the foregoing Data Request and Answer(s) thereto and find the answer(s) to be true, accurate, full and
complete and contain no material misrepresentations or omissions to the best of my knowledge and belief; and I will
disclose to the Citizens’ Utility Ratepayer Board any matter subsequently discovered which affects the accuracy or
completeness of the answer(s) to this Data Request.

Signed:
Name:
Position:
Dated:




DATA REQUESTS TO MID-KANSAS ELECTRIC COMPANY
FROM THE CITIZENS’ UTILITY RATEPAYER BOARD
KCC DOCKET NO. 11-MKEE-439-RTS

i
CURB-29. For each debt issuance, please identify any financial covenants, e.g. TIER, that the Company
is required to meet.

Wheatland East, as part of Wheatland Electric, Inc., is a 100% borrower from National Rural Utilities Cooperative
Finance Corporation (CFC).
CFC has the sole requirement of Wheatland that it have a Debt Service Coverage (DSC) of 1.35 in two of the

three most current reporting years. ,
This includes all long-term debt borrowings of Wheatland East. CFC has no TIER requirement of Wheatland

East.

Joel Bryan
2011-01-24

If for some reason, the above information cannot be provided by the date requested, please provide a written
explanation of those reasons.

VERIFICATION OF RESPONSE

Submitted By: David Springe
Submitted To: Mark Calcara

[ have read the foregoing Data Request and Answer(s) thereto and find the answer(s) to be true, accurate, full and
complete and contain no material misrepresentations or omissions to the best of my knowledge and belief; and T will
disclose to the Citizens’ Utility Ratepayer Board any matter subsequently discovered which affects the accuracy or
completeness of the answer(s) to this Data Request.

Signed:
Name:
Position:
Dated:




Kansas Corporation Commission
Information Request

RequestNo: 8

Company Name MID-KANSAS ELECTRIC COMPANY, LLC MKEE
Docket Number 10-MKEE-439-RTS
Request Date December 13, 2010

Date Information Needed December 27, 2010

RE: Deferred Expenses

Please Provide the Following:

Please provide a list of all deferrals the company presently has recorded on its books, the account number the deferral is
recorded in, the annual amount of amortization related to each deferral, the amount of each deferral that is included in the
current rate case, and the Commission docket number allowing the recording and amortization of the deferral.

Submitted By Justin Grady

Submitted To All Applicants

Please see: DR08 Deferred Debits and Credits.xis

If for some reason, the above information cannot be provided by the date requested, please provide a written explanation of
those reasons.

Verification of Response

I have read the foregoing Information Request and answer(s) thereto and find answer(s) to be true, accurate, full and
complete and contain no material misrepresentations or omissions to the best of my knowledge and belief; and I will disclose
to the Commission Staff any matter subsequently discovered which affects the accuracy or completeness of the answer(s) to
this Information Request.

Signed:

Date:




DR8

Deferred Debits and Credits
as of 12/31/2009

Per Note (5) of Wheatland's 2009 Audit Report:

Deferred Debits:

Total
Bond Issue Costs 304,316.57
Loan Acquisition Fee (a) 638,696.20
Prepaid Employee Benefits (b) 837,661.52

Total 1,780,674.29

Wheatland Wireless Water Wheatland
West Division Division East
304,316.57
638,696.20
837,661.52

837,661.52 - 304,316.57 638,696.20

(a) The loan acquisition fee is currently being written off over 15 years at $3,548.31 per month.

(b} Key Man Benefits which are written off in the amount of $14,355.14 monthly to account 426.20.
This plan was initiated in 1887, at which time there was only the native electric corporation, now
known as Wheatland Electric West. This is currently being written off in a ratio 70% fo the west

and 30% to the East.

Per Note (9) of Wheatland's 2009 Audit Report:

Deferred Credits:

Total
Customer Energy Prepayments (b) 387,749.35
Aquila Transaction Fee 114,121.80
Advances for Construction 97,695.45
Total 599,568.60

(b} This amount is an auditor's reclassification as of 12/31/09

of credit balances from account 142.10.

Wheatland Wireless Water Wheatland
West Division  Division East
387,749.35 - - -
- - - 114,121.80
- - - 97.6895.45
387,749.35 - - 211.,817.25
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Kansas Corporation Commission
Information Request

Request No: 26

Company Name MID-KANSAS ELECTRIC COMPANY, LLC MKEE
Docket Number 10-MKEE-439-RTS
Request Date December 13, 2010

' Date Information Needed December 27, 2010

RE: Capitalization Policy

Please Provide the Following:
The Applicant's most recent Capitalization Policy.

Submitted By Justin Grady

Submitted To All Applicants

Wheatland Electric Cooperative capitalizes asset costs in excess of $1,000. This does not include maintenance items.

Joel Bryan

If for some reason, the above information cannot be provided by the date requested, please provide a written explanation of
those reasons. »
Verification of Response

1 have read the foregoing Information Request and answer(s) thereto and find answer(s) to be frue, accurate, full and
complete and contain no material misrepresentations or omissions to the best of my knowledge and belief: and I will disclose
to the Commission Staff any matter subsequently discovered which affects the accuracy or completeness of the answer(s) to
this Information Request. :

Signed:

Date:
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Kansas Corporation Commission
Information Request

Request No: 38

Company Name MID-KANSAS ELECTRIC COMPANY, LLC MKEE
Docket Number 10-MKEE-439-RTS
Request Date December 13, 2010

Date Information Needed December 27, 2010

RE: Lobbying

Please Provide the Following:

detailed listing of all legislative advocacy (lobbying), political contributions or organization's expenses mcludcd in the
est year cost of service. For each item listed, please indicate the name of the recipient, a brief description of the services
rovided, the amount paid, the date paid, and the account to which the payment was recorded.

Submitted By Justin Grady

Submitted To All Applicants

Not applicable.

Joel Bryan

If for some reason, the above information cannot be provided by the date requested, please provide a written explanation of
those reasons. .

Verification of Response

I have read the foregoing lnformanon Request and answer(s) thereto and find answer(s) to be true, accurate, full and
complete

and contain no material misrepresentations or omissions to the best of my knowl edge and belief; and I will disclose to the
Comumission Staff any matter subsequently discovered which affects the accuracy or completeness of the answer(s) to this
Information Request.

Signed:

Date:




Kansas Corporation Commission
Information Request

Request No: 39

Company Name MID-KANSAS ELECTRIC COMPANY, LLC ' MKEE
Docket Mumber 10-MKEE-439-RTS
Request Date December 13, 2010

Date Information Needed December 27, 2010

RE: Lobbying

Please Provide the Following:

Please provide information from the AGA/EEI] (or any similar organization) showing the percentage of dues that is
classified as legislative advocacy.

Submitted By Justin Grady

Submitted To All Applicants

The lobbying percentage for NRECA dues for 2009 was 24% (per Julia Hockett).
The iobbying percentage for KEC dues for 2009 was 18.02% (per Doug Shepherd).

' The above percentages relating to dues were provided by NRECA and KEC (our national and state industry
associations, to whom we pay dues).

Joel Bryan
2010-12-10

If for some reason, the above information cannot be provided by the date requested, please provide a written explanation of
those reasons.

Verification of Response

[ have read the foregoing Information Request and answer(s) thereto and find answer(s) to be true, accurate, full and
complete ‘ ‘ ‘

and contain no material misrepresentations or omissions to the best of my knowledge and belief; and I will disclose to the
Commission Staff any matter subsequently discovered which affects the accuracy or completeness of the answer(s) fo this
Information Request.

Signed:

Date:




Kansas Corporation Commission
Information Request

Request No: 66

Company Name MID-KANSAS ELECTRIC COMPANY, LLC MKEE
Docket Number 11-MKEE-439-RTS
Request Date February 4, 2011

Date Information Needed February 15, 2011

RE: Energy, Demand, Revenues for 2010

Please Provide the Following:
Please provide a spreadsheet similar to Workpaper WH-B, for each month in 2010. The spreadsheet should provide
number of consumers, energy sales, billing demand, and revenue for each class of customers by month.

Submitted By Justin Grady

Submitted To Riek Rich Macke

Please see ... WP-B1-ptBiliHist 2009-2010 Summary - Wepi East xisb

If for some reason, the above information cannot be provided by the date requested, please pfovide a written explanation of
those reasons. '

Verification of Response

I have read the foregoing Information Request and answer(s) thereto and find answer(s) to be frue, accurate, full and complete
and contain no material misrepresentations or omissions to the best of my knowledge and belief; and I will disclose to the
Commission Staff any matter subsequently discovered which affects the accuracy or completeness of the answer(s) to this
Information Request. '

Signed:

Date:
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Kansas Corporation Commission

Information Request
Request No: 77
Company Name MID-KANSAS ELECTRIC COMPANY, LLC MKEE
Docket Number 11-MKEE-439-RTS
Request Date February 4, 2011

Date Information Needed February 15,2011

RE: LT Interest Expense for LAC

Please Provide the Following:

Regarding Exhibit RIM-WH-3, Page 1 of 6, Local Access Charge Calculation.

'Why does the Long-Term Interest Expense amount used in calculation of the LAC, $1,680,854, differ from the Long-Term
Interest Expense amount ($1,762,127 (Exhibit RIM-WH-2), Pg. 1 of 15) included in the calculation of Wheatland-East's
revenue requirement.

Response: The long-term interest expense used in the calculation of the LAC is incorrect. The correct number
would be the $1,762,127 which comes from Exhibit (RIM-WH-2), page | of 15.

Prepared by: Rich Macke

Submitted By Justin Grady

Submitted To Rick Macke

If for some reason, the above information cannot be provided by the date requested, please provide a written explanation of
those reasons. ‘

Verification of Response

"I have read the foregoing Information Request and answer(s) thereto and find answer(s) to be true, accurate, full and
complete
and contain no material misrepresentations or omissions to the best of my knowledge and belief; and I will disclose to the
Commission Staff any matter subsequently discovered which affects the accuracy or completeness of the answer(s) to this
Information Request.

Signed:

Date:
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Kansas Corporation Commission
Information Request

Request No: 122

Company Name MID-KANSAS ELECTRIC COMPANY, LLC MKEE
Docket Number 11-MKEE-439-RTS
Request Date March 8, 2011

Date Information Needed March 16, 2011

RE: Expense

Please Provide the Following:

Recorded in the vendor listing is an expense described "Club 1 Fitness" totaling $6,542.00. s this a monthly fitness
membership? If so, who is eligible for the membership and how is eligibility deciphered?

Submitted By Andria Finger

Submitted To Rich Macke
The $6,542.00 is for an entire year's memberships.

The fitness club is available to employees working in Great Bend. The membershap dues also include
employee’s spouse and children,

Joel Bryan
2011-02-15

If for some reason, the above information cannot be provided by the date requested, please provide a written explanation of A
those reasons.

Verification of Response

I have read the foregoing Information Request and answer(s) thereto and find answer(s) to be true, accurate, full and
complete and contain no material misrepresentations or omissions to the best of my knowledge and belief; and I will disclose
to the Commission Staff any matter subsequently discovered which affects the accuracy or completeness of the answer(s) to
this Information Request.

Signed:

Date:
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Company Name

Docket Number

Kansas Corporation Commission
Information Request

Request Date March 8, 2011

Date Information Needed March 16, 2011

RE: Follow-Up to DR 32

Please Provide the Following:

11-MKEE-439-RTS

Request No: 125

MID-KANSAS ELECTRIC COMPANY, LLC MKEE

Daffron & Associates, Inc.
Lowe, David H.

Newberry Family Auto
Wallace, Brantley & Shirley
Bonine, Dan R.

Best Western Angus Inn
Dell Marketing L.P.

Harper Motel

Joe'S Service

Paper Graphics, Inc.
Ricke'S Home Center Lic
Kbuf Partneship

At&T Advertising & Publishing
D&M Carwash

E.L.A. Inc

West 10Th Liquor

Buff Car Wash

$43,946.47 -

$35,489.83
$28,208.43
$18,319.92
$13,875.30
$7,517.33
$5,579.25
$4,399.00
$4,111.13
$3,844.70
$3,452.25
$1,000.00
$888.14
$725.86
$247.50
$138.32
$138.00

Please provide a detailed discussion of the types of services provided and copies of all supporting documentation by the
following vendors: )

Submitted By Andria Finger

Submitted To Rich Macke

Please see ... DR125 Expense Discussion.xlsb

If for some reason, the above information cannot be provided by the date requested, please provide a written explanation of
those reasons. ’

Verification of Response

I have read the foregeing Information Request and answer(s) thereto and find answer(s) to be true, accurate, full and
complete and contain no material misrepresentations or omissions to the best of my knowledge and belief; and I will disclose
to the Commission Staff any matter subsequently discovered which affects the accuracy or completeness of the answer(s} to

“this Information Request.

Signed:

Date:
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Kansas Corporation Commission

Information Request
Reqﬁest No: 154
Company Name MID-KANSAS ELECTRIC COMPANY, LL.C MKEE
Docket Number 11-MKEE-439-RTS
Request Date March 22, 2011

Date Information Needed March 31,2011 .

RE: MDSC Ratios

Please Provide the Following:

In response to Staff Data Request No. 100, MKEC-Wheatland stated that Wheatland is required by its lender, the CFC, to
meet a Modified Debt Service Coverage Ratio of 1.35, 2 out of every 3 years.

Please provide Wheatland's calculations of the MDSC ratio that will result from the proforma operating statements filed in
this case, assuming Wheatland's entire revenue requirement increase is granted.

Submitted By Justin Grady
Submitted To Rich Macke

Using the pro forma operating statements filed in this case (as contained in Exhibit RIM-WH-7) the MDSC
would calculate to 2.48 assuming the entire revenue requirement increase is granted.

Test Year MDSC
B At Full Increase Request

' ®
QOPeraﬁng Margins 1,858,755 -
: LT Intemst Expensc 1,680,854
. Depreciation Expense 1,728,203
- Non-Operating Interest Income | 1407
'MDSC Margins 5269219

If for some reason, the above information cannot be provided by the date requested, please provide a written explanation of
those reasons.

Verification of Response -

1 have read the foregoing Information Request and answer(s) thereto and find answer(s) to be true, accurate, full and complete
and contain no material misrepresentations or omissions to the best of my knowledge and belief; and I will disclose tothe
Commission Staff any matter subsequently discovered which affects the accuracy or completeness of the answer(s) to this
Information Request.

Signed:

Date:




Kansas Corporation Commission

Information Request
Request No: 155
Company Name MID-KANSAS ELECTRIC COMPANY, LLC - MKEE
Docket Number 11-MKEE-439-RTS
Request Date March 22, 2011

Date Information Needed March 31, 2011

RE: TIER vs DSC

Please Provide the Following:
Given that Wheatland's lender stipulates minimum MDSC ratios, why did MKEC-Wheatland calculate the requested rate
increase based on a Times Interest Earned Ratio (TIER)?

Submitted By Justin Grady

Submitted To Rich Macke

One of the objectives of the application is to ensure that rates are financial adequate with respect to covering
operating expenses and margin requirements. TIER is the measure that has been used to establish the
margin requirements component. Regardless of what Wheatland's lender stipulates as a minimum, it is
Wheatland's responsibility to bring the cooperative into sound financial standing for the ongoing benefit of its
membership. This could realistically take the form .of TIER, MDSC or perhaps Rate of Return.

In prior electric cooperative rate applications the KCC staff has often, if not always included a TIER calculation
when evaluating the appropriate margin requirements for cooperatives.

Another reason TIER was used for the MKEC-Wheatland rate increase request is that it mirrors the approach
taken in determining the rates for the other five MKEC divisional rates.

If for some reason, the above information cannot be provided by the date requested, please provide a written explanation of
those reasons.
Verification of Response

1 have read the foregoing Information Request and answer(s) thereto and find answer(s) to be true, accurate, full and complete
and contain no material misrepresentations or omissions to the best of my knowledge and belief: and I will disclose to the
Commission Staff any matter subsequently discovered which affects the accuracy or completeness of the answer(s) to this
Information Request.

Signed:

Date:
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Kansas Corporation Commission
Information Request

Request No: 156

Company Name MID-KANSAS ELECTRIC COMPANY, LLC MKEE
Docket Number 1 I-MKEE-439-RTS
Request Date March 22, 2011

Date Information Needed March 31, 2011

RE: MDSC Ratios

Please Provide the Following:

he following is a definition of the modified debt service coverage ratio that was presented in the 09-MKEE-969-RTS rate
ase:
ebt Service Coverage Ratio: The ratio of 1) Net Income (after taxes and after eliminating any gain or loss on sale of
sets or other extraordinary gain or loss), plus depreciation expense, amortization expense, and interest expense, minus
on-cash patronage, and non-cash income from subsidiaries and/or joint ventures; to 2) all principal payments due within
e period on all long-term debt plus interest expense.
s this the same definition of MDSC that the CFC uses to determine if Wheatland is in compliance with its debt covenants?
lease identify, by account, the total amount of non-cash patronage and non-cash income from subsidiaries and or joint
entures that Wheatland recorded during the year 2009, or that were included as adjustments to the test year in this rate
ase.

-

Submitted By Justin Grady

Submitted To Rich Macke
a. CFC’s definition, which is essentially the same but from a somewhat different approach, is as follows:

“Debt Service Coverage ("DSC") Ratlo” shall mean the ratio determined as follows: for any
calendar year add {i} Operating Margins, (i) Non-Operating Margins--Interest, (iii) Interest Expensa, (iv)
Depreciation and Amortization Expense, end (v} cash received in respect of generation and
transmission and other capiial credits, and divide the sum so obtained by the sum of all payments of
Principal and Interest Expense raquirad to be made during such calendar year; provided, however, that

b. This would be $0.

If for some reason, the above information cannot be provided by the date requested, please provide a written explanation of
those reasons. . «

Verification of Response

1 have read the foregoing Information Request and answer(s) thereto and find answer(s) to be true, accurate, full and complete
and contain no material misrepresentations or omissions to the best of my knowledge and belief; and I will disclose to the
Commission Staff any matter subsequently discovered which affects the accuracy or completeness of the answer(s) to this
{nformation Request.

Signed:

Date:




CERTIFICATE OF SERVICE
11-MKEE-439-RTS

I, the undersigned, hereby certify that a true and correct copy of the above and foregoing
document was placed in the United States mail, postage prepaid, electronic service, or
hand-delivered this 21* day of April, 2011, to the following:

ANDREW SCHULTE, LITIGATION COUNSEL
KANSAS CORPORATION COMMISSION

1500 SW ARROWHEAD ROAD

TOPEKA, KS 66604-4027

MATTHEW SPURGIN, LITIGATION COUNSEL
KANSAS CORPORATION COMMISSION

1500 SW ARROWHEAD ROAD

TOPEKA, KS 66604-4027

MARK DOLJAC, DIR RATES AND REGULATION
KANSAS ELECTRIC POWER CO-OP, INC.

600 SW CORPORATE VIEW (66615)

PO BOX 4877

TOPEKA, KS 66604-0877

J. MICHAEL PETERS, GENERAL COUNSEL
KANSAS ELECTRIC POWER CO-OP, INC.
600 SW CORPORATE VIEW (66615)

PO BOX 4877

TOPEKA, KS 66604-0877

CURTIS M. IRBY, GENERAL COUNSEL
KANSAS POWER POOL

GLAVES, IRBY AND RHOADS

155 NORTH MARKET SUITE 1050
WICHITA, KS 67202

DON GULLEY, SENIOR MANAGER REGULATORY RELATIONS AND BILLING
MID-KANSAS ELECTRIC COMPANY, LLC

301 WEST 13TH STREET

PO BOX 980

HAYS, KS 67601



MARK D. CALCARA, ATTORNEY
WATKINS CALCARA CHTD.

1321 MAIN STREET SUITE 300
PO DRAWER 1110

GREAT BEND, KS 67530

LINDSAY A. SHEPARD, ATTORNEY
WATKINS CALCARA CHTD.

1321 MAIN STREET SUITE 300

PO DRAWER 1110

GREAT BEND, KS 67530

i

Della Smith
Administrative Specialist



