
BEFORE THE STATE CORPORATION COMMISSION 
OF THE STATE OF KANSAS 

 
In the Matter of the Application of Kansas  ) 
Gas and Electric Company for Approval  ) 
of the Amendment to the Energy Supply  ) 
Agreement between Kansas Gas and  )  Docket No. 18-KG&E-___-CON 
Electric Company and Occidental   ) 
Chemical Corporation    ) 
 

JOINT APPLICATION 
 

COMES NOW Kansas Gas and Electric Company, d/b/a Westar Energy (Westar) and 

Occidental Chemical Corporation (together as “Joint Applicants”) and file this Joint Application 

for an order approving the Energy Supply Agreement between Kansas Gas and Electric Company 

and Occidental Chemical Corporation (the Agreement), attached hereto as Exhibit A.  In support 

of the Application, Joint Applicants state: 

1. Westar is a public utility subject to the jurisdiction of the Commission with respect 

to rates, services, and accounting procedures. 

2. Occidental Chemical Corporation (Occidental) currently takes service from Westar 

under the Energy Supply Agreement (ESA) that was initially approved on May 24, 2013, by the 

Commission in Docket No. 13-KG&E-457-CON, was amended effective July 1, 2017 in Docket 

No. 17-KG&E-352-CON, and expires on May 31, 2018. 

3. Westar and Occidental have entered into the Agreement and hereby submit the 

Agreement to the Commission for approval.  The Agreement will be effective after it is approved 

by the Commission.  The Agreement is for an additional five-year term and is not substantively 

different from the currently effective ESA.  Instead, the Agreement simply updates dates and 

contact information only.  The Agreement does not change the terms and conditions of the 

currently effective ESA or the rates Occidental pays under the currently effective ESA. 
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4. Westar will continue to receive the benefits from Occidental provided in the current

ESA, including: 

A. an incentive for Occidental to coordinate maintenance outage schedules for
its cogeneration plant and refinery plant to avoid Westar’s summer peak;

B. a summer/winter pricing differential to reflect Westar’s higher cost of
incremental fuel and generation during the summer months;

C. contract clauses that ensure that Occidental will be subject to all Riders and
Surcharges, if applicable;

D. a requirement for Occidental to pay its pro rata share of any general rate
increase authorized by the Commission;

E. Westar’s ability to utilize Occidental’s cogeneration facility during periods
of “System Condition” or a load buy down; and

F. an increase in the amount of interruptible load provided to Westar by
Occidental.

5. As Westar witness Chad Luce indicates in his Direct Testimony, attached hereto,

the proposed contract meets the Commission’s standard for approval of special contracts because 

it will provide a cost benefit to Westar’s remaining core customers, as well as ensure that customers 

continue to receive a number of other operational and reliability benefits that are provided under 

the current ESA.  The pricing structure under the proposed Amendment will not change and 

therefore continues to meet the standard applied previously by Commission Staff – that Occidental 

will pay rates greater than the incremental variable cost (or marginal cost) to serve Occidental, 

resulting in a contribution from Occidental to the fixed costs it imposes on the system.1   

6. Occidental also intends to provide testimony in support of this Application and will

do so shortly after the filing of the Application in this docket. 

1 See Staff Report and Recommendation, Docket No. 13-KG&E-451-CON, at p. 4 (May 8, 2013). 
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7. In addition to the service Occidental takes under its special contract, Occidental 

also takes service under Westar’s Energy Efficiency Demand Response (EEDR) program.  In 

Docket No. 15-WSEE-532-MIS, the Commission found that if “Westar elects to renegotiate the 

Occidental Chemical Corporation's special contract, Westar shall submit EM&V with the 

application and the Energy Efficiency Demand Response Program shall be reevaluated at that same 

time.”  Order Adopting Staff’s Report and Recommendation, Docket No. 15-WSEE-532-MIS, 

Ordering Paragraph C (Sept. 14, 2017).  Therefore, Westar is submitting an EM&V (evaluation, 

measurement and verification) analysis for the EEDR program.  This EM&V is sponsored by John 

Wolfram in his Direct Testimony, which is attached hereto. 

8. As indicated above, the existing ESA expires on May 31, 2018.  Therefore, Joint 

Applicants request that the Commission issue an order approving the new five-year Agreement 

prior to May 31, in order to avoid interruption of the billing process under the Agreement. 

WHEREFORE, Joint Applicants respectfully request that the Commission issue an order 

approving the Amendment prior to May 31, 2018. 

     Respectfully submitted, 

KANSAS GAS AND ELECTRIC COMPANY 
 
 

  /s/ Cathryn Dinges               
Cathryn J. Dinges, #20848 
Senior Corporate Counsel 
818 South Kansas Avenue 
Topeka, Kansas  66612 
Telephone:  (785) 575-8344 
Cathy.Dinges@westarenergy.com 
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Occidental Chemical Corporation 
 
 
/s/ James Zakoura   
James P. Zakoura, KS Bar #07644  
Smithyman & Zakoura, Chartered  
750 Commerce Plaza II  
7400 West ll0th St. Overland Park, KS 66210  
Phone: (913) 661-9800, Ext. 119  
Fax: (913) 661-9863  
Email: jim@smizak-law.com  
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BEFORE THE STATE CORPORATION COMMISSION 

OF THE STATE OF KANSAS 

________________________________________________________ 

DIRECT TESTIMONY 

OF  

CHAD LUCE 

ON BEHALF OF 

KANSAS GAS AND ELECTRIC COMPANY 

___________________________________ 

DOCKET NO. 18-KG&E-___-CON 

Q.  PLEASE STATE YOUR NAME AND BUSINESS ADDRESS. 1 

A. Chad Luce, 818 S. Kansas Avenue, Topeka, Kansas. 2 

Q.  BY WHOM AND IN WHAT CAPACITY ARE YOU EMPLOYED? 3 

A. Westar Energy, Inc. (Westar).  I am Vice-President, Customer 4 

Relations. 5 

Q.  PLEASE DESCRIBE YOUR EDUCATIONAL BACKGROUND 6 

AND BUSINESS EXPERIENCE. 7 

A. I am a School of Journalism graduate from the University of 8 

Kansas.  Since joining Westar in 2003, I have been assigned (or 9 

managed others) to be the main point of contact with our largest 10 

customers.  I currently serve as Vice President of Customer 11 

Relations. 12 

Q. WHAT IS THE PURPOSE OF THIS TESTIMONY? 13 
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A. We are proposing to enter into a new special contract with 1 

Occidental Chemical Corporation (Oxy) for an additional five-year 2 

term.  The contract replaces a five-year agreement between KGE 3 

and Oxy that the Commission approved in 2013 and that was 4 

amended effective July 1, 2017 in Docket No. 17-KG&E-352-CON.  5 

The current contract with Oxy expires May 31, 2018. 6 

Q. HOW DOES THE PROPOSED AGREEMENT DIFFER FROM THE 7 

EXISTING AGREEMENT BETWEEN KGE AND OXY? 8 

A. There are no substantial differences proposed to the existing 9 

agreement; updated dates and contact information only.  We are 10 

requesting a five-year renewal of the existing agreement. 11 

Q. WHAT IS THE COMMISSION’S POLICY CONCERNING 12 

SPECIAL CONTRACTS BETWEEN UTILITIES AND THEIR 13 

CUSTOMERS?   14 

A. In 2000 and 2001, the Commission investigated issues related to 15 

special contracts in Docket No. 01-GIME-813-GIE (813 Docket).  In 16 

its Order issued in that docket on October 3, 2001, the Commission 17 

found substantial support “to demonstrate that these contracts may 18 

benefit both ratepayers and shareholders, and that they should not 19 

be prohibited.”  Docket No. 813-GIE Order, at 2. 20 

  Specifically, the Commission stated that “[i]n order to be 21 

approved, the utility must show that the special contract provides a 22 

cost benefit to the remaining core customers.”  813 Order, at ¶ 6.  23 
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The Commission then provided a list of non-exclusive factors that 1 

may be considered when evaluating the cost impact on core 2 

customers.  Those factors are: 3 

a. The load characteristics of the customer, 4 

b. The presence of an ECA or other risk management tool(s), 5 

c. The nature of the discount, 6 

d. Benefits such as curtailment provisions or use of system 7 

non-peak times, 8 

e. The length of the contract,  9 

f. Information regarding the terms of the contract, and  10 

g. The existing capacity of the utility. 11 

Q. WHAT ARE THE LOAD CHARACTERISTICS OF THE 12 

CUSTOMER? 13 

A. Oxy is a customer with an extremely high load factor.  Over the 14 

past twelve months, its monthly average demand exceeds 95 MW, 15 

with an 88% load factor. 16 

Q. DOES THE EXISTING ESA CONTAIN RISK MANAGEMENT 17 

TOOLS? 18 

A. Yes.  As the Commission stated in its 813 Order, the presence of 19 

an ECA and other risk management tools in the contract is relevant 20 

to the question of whether the contract provides benefits to other 21 

customers.  The requested contract renewal does not change the 22 

provisions of the existing ESA that allow Westar to update the rates 23 
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charged to Oxy when rates for other customers are changed in 1 

order to reflect a pro rata share of the change in rates applicable to 2 

other customers.  Additionally, all Riders and Surcharges applicable 3 

to other customers will remain applicable to Oxy.  As the Riders 4 

and Surcharges are adjusted, the rate to Oxy is adjusted on a pro 5 

rata basis as well.  Finally, the existing ESA provides that the 6 

contract pricing will be adjusted if Oxy’s cogeneration unit is not 7 

available to displace load or meet Westar’s call for generation or a 8 

reduction in load.  9 

Q. WHAT IS THE NATURE OF THE SPECIAL CONTRACT 10 

DISCOUNT? 11 

A. Instead of a fixed, year-round, monthly demand and energy charge, 12 

Oxy’s rates are completely based on energy usage.  The rate is 13 

structured with four usage blocks, with declining prices per block, in 14 

the Winter months, and three usage blocks, with declining prices 15 

per block, in the Summer months.  The Summer blocks are priced 16 

higher to reflect Westar’s increased cost of providing generation. 17 

Q. WILL THE PROPOSED CONTRACT PROVIDE A BENEFIT TO 18 

THE REMAINING CORE CUSTOMERS OF WESTAR? 19 

A. Yes.  The contract renewal will not change the benefits the existing 20 

ESA provides to Westar, its core customers, and Oxy.  Such 21 

benefits include: a) an incentive for Oxy to coordinate maintenance 22 

outage schedules for its cogeneration plant and the chemical plant 23 
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to avoid Westar’s summer peak; b) a summer/winter pricing 1 

differential to reflect Westar’s higher cost of incremental fuel and 2 

generation during the summer months; c) contract clauses that 3 

ensure that Oxy will be subject to all Riders and Surcharges, if 4 

applicable; d) a requirement for Oxy to pay its pro rata share of any 5 

general rate increase authorized by the Commission; e) Westar’s 6 

ability to utilize Oxy’s cogeneration facility during periods of 7 

“System Condition” or a load buy down; and f) an increase in the 8 

amount of interruptible load provided to Westar by Oxy. 9 

  Additionally, the special contract requires Oxy to maintain a 10 

certain number of employees at its Wichita facilities and to continue 11 

to invest in capital improvements at the Wichita facility to help 12 

maintain the long-term viability of those facilities remain in place.  13 

Q. WHY IS THE SPECIAL CONTRACT NECESSARY? 14 

A. The contract is necessary because it provides the incentives 15 

needed to keep Oxy as a large, viable customer on our electric 16 

system and as a viable business in Kansas.  The proposed contract 17 

will continue to help address the electric cost disadvantages that 18 

Oxy has indicated its Wichita facilities are experiencing as 19 

compared to other Oxy plant locations. 20 

Q. THANK YOU. 21 
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BEFORE THE STATE CORPORATION COMMISSION 

OF THE STATE OF KANSAS 

___________________________________________________ 

DIRECT TESTIMONY  

OF  

JOHN WOLFRAM 

ON BEHALF OF  

WESTAR ENERGY, INC. 

___________________________________ 

DOCKET NO. 18-KG&E-___-CON 

___________________________________ 

I. INTRODUCTION 1 

Q. PLEASE STATE YOUR NAME, POSITION, AND BUSINESS ADDRESS. 2 

A. My name is John Wolfram. I am the founder and Principal of Catalyst 3 

Consulting LLC, a rate and regulatory consulting firm. My business address 4 

is 3308 Haddon Road, Louisville, Kentucky, 40241. 5 

Q. ON WHOSE BEHALF ARE YOU SUBMITTING THIS TESTIMONY? 6 

A. I am testifying on behalf of Westar Energy, Inc. (“Westar”). 7 

Q. PLEASE DESCRIBE YOUR EDUCATIONAL BACKGROUND. 8 

A.  I received a Bachelor of Science degree in Electrical Engineering from the 9 

University of Notre Dame in 1990 and a Master of Science degree in 10 

Electrical Engineering from Drexel University in Philadelphia, PA, in 1997. I 11 
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have also completed numerous professional education courses throughout 1 

my career, including the Leadership Louisville program in 2006. 2 

Q. PLEASE DESCRIBE YOUR BUSINESS EXPERIENCE. 3 

A. I began my career in 1990 with PJM Interconnection, L.L.C. (“PJM”), where 4 

I implemented energy management systems (“EMS”) for the reliable 5 

operation of the multi-state transmission grid. I left PJM and worked with 6 

Cincinnati Gas & Electric Company in 1993 on an EMS project before 7 

returning to PJM in 1994 during the deregulation of the electric wholesale 8 

market. I implemented new practices and tools for PJM in conjunction with 9 

FERC Order Nos. 888 and 889.  10 

In 1997, I joined Louisville Gas & Electric Company ("LG&E"), first in 11 

the Energy Trading group and then in the Generation Planning department, 12 

where I produced least-cost planning assessments and written testimony 13 

for state approval for new power plants. As Manager of Regulatory Affairs 14 

for LG&E and Kentucky Utilities Company ("KU"), I directed strategic 15 

regulatory initiatives with FERC and with regulators in Kentucky and 16 

Virginia, including rate cases, certificates of public convenience and 17 

necessity and transmission siting proceedings, compliance & management 18 

audits, Regional Transmission Organization (“RTO”) membership, and 19 

hydroelectric power plant relicensing. I then served as Director of Customer 20 

Service & Marketing for LG&E and KU, where I was responsible for all 21 

facets of customer interaction, including marketing, major accounts, walk-in 22 

Public Version



 

3 
 

offices, call centers, customer inquiries, franchise agreements, economic 1 

development, and energy efficiency programs.  2 

In 2010, I joined The Prime Group, LLC, a rate and regulatory 3 

consulting firm, as a Senior Consultant.  4 

In 2012, I founded Catalyst Consulting LLC, a rate and regulatory 5 

consulting firm specializing in utility rate cases, tariffs and complex 6 

regulatory matters. In this role, I provide consulting services to 7 

investor-owned utilities, municipal utilities, and electric cooperatives on 8 

matters related to rate design, cost of service studies, revenue 9 

requirements, open access transmission tariffs, formula rates, special rate 10 

structures, and other regulatory matters. 11 

Q. HAVE YOU PREVIOUSLY TESTIFIED BEFORE THE COMMISSION? 12 

A. Yes. I provided direct and rebuttal testimony on behalf of Westar in Docket 13 

No. 15-WSEE-115-RTS (“115 Docket”). 14 

Q. WHAT IS THE PURPOSE OF YOUR TESTIMONY? 15 

A. The purpose of my testimony is to sponsor the Evaluation, Measurement, 16 

and Verification (“EM&V”) analysis of Westar’s Energy Efficiency Demand 17 

Response Rider (“EEDR”), provided as Exhibit JW-1 to my testimony. 18 

Q. PLEASE DESCRIBE THE EM&V ANALYSIS. 19 

A. The EM&V analysis is an assessment of the cost-benefit ratio of the EEDR 20 

program.  To assess the program, Westar applied the four tests specified in 21 

the California Standard Practice Manual for assessing the cost 22 

effectiveness of Demand Response programs.  These tests, commonly 23 
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referred to as the “California Tests,” include the Participant Test, the 1 

Ratepayer Impact Measure (“RIM”) Test, the Total Resource Cost (“TRC”) 2 

Test, and the Program Administrators Cost (“PAC”) Test. The California 3 

Tests are relied upon by state regulators across the country as 4 

generally-accepted measures of the cost-effectiveness of energy efficiency 5 

and demand response programs. 6 

Q. PLEASE DESCRIBE THE BENEFIT-COST RESULTS OF THE EM&V 7 

ANALYSIS. 8 

A. The EM&V analysis shows that the EEDR has a benefit-cost ratio that 9 

exceeds 1.00 for each of the four tests.  This means that the program is 10 

cost-effective under all four of the test approaches. 11 

Q. ARE THERE OTHER CONSIDERATIONS IN ADDITION TO 12 

QUANTFICATION OF BENEFIT COST RESULTS? 13 

A. Yes.  These considerations are described in the EM&V analysis summary 14 

document provided in Exhibit JW-1. 15 

Q. WHAT IS YOUR RECOMMENDATION WITH RESPECT TO THE EM&V? 16 

A. I recommend that the Commission (a) find that Westar’s EEDR EM&V is 17 

reasonable and (b) accept Westar’s proposed special contract as filed. 18 

Q. DOES THIS CONCLUDE YOUR TESTIMONY? 19 

A. Yes, it does.  20 
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Westar Energy, Inc. 
Evaluation, Measurement, and Verification Analysis 

January 2018 
 
 
Energy Efficiency Demand Response Rider (EEDR) 
 
Program Description 
 
The EEDR is designed for Westar largest users of energy that can shed load in a short period of 
time (10 minutes). Westar’s other demand response rates require at least two hours’ notice prior 
to interruption. In the case of an extreme system emergency, Westar may need to begin manual 
load shed in order to comply with the Southwest Power Pool’s (SPP) requirements.  
 
Westar has access to approximately 80 MW of interruptible load through this program.  The cost 
recovery for the EEDR in 2017 was approximately $4 million.  An updated benefit cost analysis 
of the interruptible load purchased through the program is calculated below. 
 
Updated Benefit‐Cost Analysis 
 
Table 1 below shows the inputs used in the calculation of the benefit cost tests, while Table 2 
displays the results of the analysis. 
 

Table 1.  
Calculation Inputs 

 

# 
 

Item 
 

 
Amount 

1 Retail rate ($ per kWh) ** ** 

2 
Discount rate (Participant Test) 

WACC (RIM, TRC & PAC) 
12.0% 

10.926% 
3 Interruptible load 80 MW 
4 Production Losses (per hour) ** ** 
5 Demand response events per year 2 
6 Duration of interruption 6 
7 Avoided Capacity Cost $58 per kW 
8 Avoided Energy Cost $0.0217 per kWh 
9 Capacity incentive payments $4.00 per kW 
10 Event incentive payments $0.075 per kWh 
11 Attrition Rate 2.0% 
12 Net-to-Gross Ratio 1.00 

Assumptions Numbers 
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Table 2.  
Benefit Cost Results 

 

# Cost-Effectiveness Test Benefit/Cost Ratios NPV ($M) 

1 Participant 1.71 $6.79 

2 
Ratepayer Impact Measure 

(RIM) 
1.17 $2.89 

3 
Total Resource Cost  

(TRC) 
2.00 $9.89 

4 
Program Administrator 

Cost (PAC) 
1.19 $3.17 

 
 
Westar agrees with Staff that the SPP area currently has excess capacity, and that $58 per kW per 
year of avoided capacity may seem somewhat high when focused on the current snapshot of the 
market.  However, there are several reasons that the analysis based on this avoided capacity cost 
is reasonable, particularly given that the EEDR is tied to Oxy’s overall rate for the next five-year 
term of the proposed contract, requiring consideration at a macro level. 
 
Fossil fuel plant shutdowns are accelerating across the US, including in SPP.  Without viable 
battery storage solutions, additional wind resources will not significantly add to overall SPP peak 
capacity, especially during the time of year when an emergency system condition is most likely 
to occur.  Coupled with retired fossil fuel generation units, energy prices during a future SPP-
wide system condition may be excessively high. With demand for natural gas continuing to 
increase, it is not unreasonable to expect the current low prices to abate.   
 
Furthermore, transmission constraints often occur during periods of extreme demand, and could 
hinder Westar’s ability to rely upon any excess capacity located elsewhere in the SPP footprint 
during such an event.  This increases the value of the potential Oxy curtailment within the 
Westar footprint for maintaining system reliability; thus, the EEDR helps Westar to manage both 
price and deliverability risks associated with reliance on excess capacity in the SPP market. 
 
Other Considerations 
 
As noted in Staff’s initial approval of the program, the EEDR is designed to address Oxy's 
concerns for low cost electricity to keep its Wichita facility competitive, while providing Westar 
the additional ability to curtail Oxy's demand in responding to emergency system conditions.  
This is beneficial to Oxy, to Westar, and to Westar’s other customers. While customer 
interruptions (including ISR, ICS, and GSS customers) have not occurred since 2012, historical 
frequency of interruption is not indicative of future system emergency conditions; the EEDR is 
still a valuable and necessary tool to meet the goals of its initial design -- to provide a 
competitive rate for Oxy and provide Westar a local option to respond to system conditions.  
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Going forward, in light of the underutilization of interruptible programs overall, Westar may 
consider the gradual phase-out of the Interruptible Service Rider program.  This would likely 
occur over a multi-year  period.  If this initiative were undertaken, it  would affect 31 customers.  
Westar believes that the ongoing viability of any of these customers is not dependent upon its 
current ISR discount, nor would any of these participants have a measurably adverse impact on 
core customers if they exited the service territory.  That is not the case for Oxy.  
 
In the process of updating Westar’s Integrated Resource Plan (IRP), Westar has identified 
substantial cost savings from the retirement of several generation units.  This analysis considers 
the potential future phase-out of the ISR, but cannot also sustain the loss of 80 MW from the 
EEDR.   
 
With planned plant retirements, the likelihood of future interruptions will increase.  Westar 
believes the enhanced 10-minute notification and the ability to curtail approximately 80 MW 
with a single phone call helps make the EEDR an essential tool in responding to an emergency 
system condition. 
 
Also with respect to the updated IRP, the avoided capacity cost used in this analysis is consistent 
with the cost used in the IRP for the installation of a new natural gas-fired combustion turbine 
and used by Westar for corporate-wide planning purposes. 
 
Finally, as Staff recently noted in Docket No. 17-KG&E-352-CON, the current rates charged to 
Oxy have been deemed necessary to ensure its viability in Wichita.  These rates provide a 
sufficient contribution to fixed costs, and if Oxy relocated, all Westar customers would see a rate 
increase in order to make up for the lost revenue.  The EEDR is an integral piece of the mutually 
beneficial contract between Oxy and Westar.  Its elimination would prompt a substantial increase 
to Oxy’s rates (potentially expediting their relocation) and compromise Westar’s ability to react 
to a future emergency system condition.   
 
Conclusion 
 
The analysis herein shows that under each of the four cost-effectiveness tests, the Westar EEDR 
is cost-effective.  The quantitative analysis is further supported by consideration of (a) the risks 
associated with market pricing and deliverability during system events and (b) the economic 
development impacts of the EEDR on the current rates to Oxy, which are reasonable and 
necessary to retain Occidental as a customer on Westar’s system. 
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