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. STATEMENT OF QUALIFICATIONS
What is your name?

My name is Justin W. Prentiss.

By whom and in what capacity are you employed?

I am employed by the Kansas Corporation Commission (KCC or Commission) as
a Senior Research Economist within the Economics and Rates Section of the
Utilities Division.

What is your business address?

1500 SW Arrowhead Road, Topeka, KS, 66604-4027.

What is your educational background and professional experience?

I hold a Bachelor’s Degree in Applied Mathematics from the University of
Rochester and am currently pursuing a Master’s Degree in Applied Economics at
the University of Wisconsin-Whitewater. | have been a Senior Research Economist
with the KCC since February 2018.

Have you previously submitted testimony before this Commission?

Yes, | filed direct testimony in Docket Nos. 18-WSEE-328-RTS and 18-KCPE-
480-RTS.

1. INTRODUCTION
What is the purpose of your testimony?

The purpose of my testimony is to sponsor Staff’s rate annualization adjustment of

$153,467 and explain why | agree with KGS’s Test Period Adjustments.
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Did you receive any guidance with your research and analysis?

Yes. | worked with other members of Staff and examined Kansas Gas Service’s
(KGS) work papers and methodology.

How is your testimony organized?

I will discuss the purpose of the Rate Annualization adjustment, the methodology |
used, contrast it to the methodology used by KGS, then recommend the
Commission accept my adjustment. Next, | will explain why | agree with KGS’s
Test Period Adjustments and recommend that the Commission accept that
adjustment.

I11.  ANALYSIS

Rate Annualization

Q. Did Staff provide a rate annualization adjustment?

A Yes. Staff’s provided a rate annalization adjustment of $153,467.

Purpose

Q. What is the purpose of rate annualization?

A. The purpose of rate annualization is to reflect any rate changes that occurred during
the test year across the entirety of the test year.

Q. What rate changes occurred during the test year for this case that need to be

rate annualized?

In this case, the end of the test year is December 31, 2017, and KGS’s tariffs from
Docket No. 16-KGSG-491-RTS went into effect on January 1, 2017. Therefore,
the rate annualization adjusts the revenue actually received during the test year to

the revenue KGS would have received from the rate change, if base rates would
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have been in effect the entire test year. Thus, rate annualization will only have an
impact on the part of January bills still containing December usage at the old rate,
which occurred only in classes residential (RS), general service — small (GSS),
general service — large (GSL), and general service — transport eligible (GSTE), as

shown in Exhibit JWP-1.

Rate Annualization Methodology

Q.

A

Did Staff follow the same methodology KGS utilized in calculating the rate
annualization adjustment?

No, Staff used a different methodology than KGS. KGS used the test year received
revenue and found the difference between that and the calculated revenue of the
billing determinants at the current tariff rates. Staff took the difference between the
old and new rates and applied that difference to the pro rata per bill share of the old
rates. The pro rata per bill share was calculated using the twenty-two billing dates
in January and analyzing which parts of those bills would contain December usage.

What is the methodology Staff utilized in calculating the rate annualization
adjustment?

Staff’s rate annualization process can be divided into three steps:

1. Collecting of data including average usage, customer-annualized volumes
(which were constructed using weather normalized usage), and annualized
customer counts; and

2. Increasing the variable and fixed revenue portions based on the corresponding

changes in rates.
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Data Collection

Q. What is the source of the data used for this calculation?

A. The data originated from KGS’s billing system (Banner).! This data was broken
up by months, and the average per customer usage was calculated. The average
usage per customer use was the quotient of total usage and total number of
customers.

Q. Were there other data differences?

A. Yes. Staff used weather-normalized and customer-annualized adjusted values in

these calculations, whereas KGS did not.

Q. Why did Staff choose to use weather-normalized and customer-annualized
values?
A. To fully simulate the effect of a normal year, the impact of weather normalization

and customer annualization on both the usage and the customer counts were
included.
Revenue Increase Calculations

Q. How did KGS’s calculation of the revenue increase differ from Staff’s?

A KGS’s calculation of the revenue increase was simply the difference between what
revenue was actually received and the revenue that would have been received with

the test year customer counts and usage at the current tariff rates.

Q. Is the rate annualization revenue impact calculated by Staff the same as
KGS’s?
A No. Because the rate increase went into effect on the first of January, only part of

the January bills were affected (the December usage portions). Therefore, total

! See Direct Testimony of Darren L. Prince for specifics on this data.

4
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usage and customer counts were proportionally applied to the difference in the tariff
rates. The proportional share was calculated using the twenty-two billing dates in
January and analyzing which parts of those bills would contain December usage.
In addition, Staff’s rate annualization incorporated the results of the weather
normalization and customer annualization.

What is the total difference between the rate annualization revenue impact
calculated by Staff and KGS?

The total revenue impact on RS is $913,357, on GSS is $106,182, on GSL is
$63,496, and on GSTE is $7,514. This results in Staff’s total Rate Annualization
of $1,090,548 which differs from KGS’s Rate Annualization of $937,081 by

$153,467.

Conclusion and Recommendation

Q.

A

What is Staff’s recommendation?

Because the weather-normalized usage amounts are equivalent to the usage that
would be present during a normal year, and the customer-annualized amounts
accurately represent the customer numbers and usage during a normal year, using
these adjusted values most accurately portrays the impact of the rate annualization.
Therefore, my recommendation is the Commission accept Staff’s rate annualization

adjustment which results in a revenue increase of $153,467.

Test Period Adjustments

Q.
A.

Do you have any adjustments to KGS’s Test Period Adjustments?

No. | have reviewed KGS’s workpaper and found their methodology and inputs to
be appropriate. Therefore, | recommend that the Commission accept KGS’s Test
Period Adjustments for the amount of $153,467.

5
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IV. CONCLUSION
Please summarize the recommendations discussed in your testimony.

I recommend the Commission accept Staff’s rate annualization adjustment of
$153,467, as it reflects the most accurate conversion of KGS’s test year to a normal
year. Also, | recommend the Commission accept KGS’s Test Period Adjustments
adjustment of $153,467.

Does this conclude your testimony?

Yes. Thank you.



Exhibit JWP -1
18-KGSG-560-RTS

Billing Determinants Rates Weather Normalization | Customer Annualization Rate Annualization
Weather| Customer TY: 201701 - 201712 | Customer Usage Basic Commodity Volumetric Change in] Volumetric |Adj. Adj. Adj. Adj. Anualized Ann. Total
Station | Classification Month Count Service Rate Adjustment Customers| Adjustment JCust. Usage Usage Rev Cust. Rev Usage Rev Adj [Cust. Rev Adj |Rev. Adj.
KMCI-09 RS January 192,451 3,451,097 $ 1670 $ 22316 84,050 905 16,618 193,356 3,551,764 S 7,926,118 $ 3,229,047 $ 192,846 S 135,108 $ 327,954
KTOP-19 RS January 106,721 1,476,440 S 1670 S 2.2316 12,463 199 2,779 106,921 1,491,682 S 3,328,838 S 1,785,575 S 80,992 S 74,711 $ 155,703
KICT-20 RS January 288,108 4,092,202 $ 1670 $ 2.2316 104,488 350 5,094 288,457 4,201,785 $ 9,376,702 $ 4,817,238 S 228,139 $ 201,561 $ 429,700
Total $ 913,357
KMCI-09 GSS January 10,241 267,368 S 2865 $ 23472 1,507 16 423 10,257 269,298 S 632,095 S 293,861 S 30,735 S - S 30,735
KTOP-19 GSS January 6,602 154,554 $ 2865 S 23472 -762 21 484 6,622 154,276 S 362,117 $ 189,732 $ 17,607 $ - S 17,607
KICT-20 GSS January 20,450 504,873 S 2865 $ 23472 2,463 (22) (552) 20,428 506,785 $ 1,189,525 $ 585262 $ 57,839 $ - ¢ 57839
Total $ 106,182
KMCI-09 GSL January 3,512 396,725 $ 36.00 $ 1.7810 681 (19) (2,102) 3,493 395304 $ 704,036 $ 125752 S 20,277 S - S 20,277
KTOP-19 GSL January 2,159 227,783 $ 36.00 $ 1.7810 305 (25) (2,599) 2,135 225489 $ 401,595 $ 76,855 S 11,566 $ - $ 11,566
KICT-20 GSL January 6,106 624,741 S 36.00 $ 1.7810 (1,989) (55) (5,658) 6,051 617,094 $ 1,099,045 $ 217,834 S 31,653 S - S 31,653
Total S 63,496
KMCI-09 GSTE January 211 93,551 $ 60.00 $ 1.5293 665 (4) (1,920) 207 92,296 $ 141,148 $ 12,408 $ 3320 ¢ -8 3,320
KTOP-19 GSTE January 88 43,140 $ 6000 $ 1.5293 5 (12) (5,935) 76 37,210 $ 56,905 $ 4,554 S 1,339 $ - S 1,339
KICT-20 GSTE January 229 80,500 $ 60.00 $ 1.5293 1,535 7) (2,659) 221 79376 $ 121,390 $ 13,268 $ 2,855 ¢ -8 2,855
Total S 7,514

Staff Rate Annualization Total $ 1,090,548
KGS Rate Annualization Total $ 937,081

Staff Adjustment IS-13 (Difference) $ 153,467
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