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Cross-Answering Testimony of Brian Kalcic KCC Docket No. 13-WSEE-629-RTS

Q.

Please state your name and business address.

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

Are you the same Brian Kalcic who filed direct testimony in this docket on August 21,
2013?

Yes.

What is the subject of your cross-answering testimony?
I will comment on the class cost of service and revenue allocation positions of various

parties to this proceeding.

Please identify the witnesses that are sponsoring class cost of service and/or revenue
allocations positions.

The following witnesses present class cost of service or revenue allocation positions: a)
Steve W. Chriss on behalf of Wal-Mart Stores, Inc. (“Wal-Mart”); b) Michael P. Gorman
on behalf of Kansas Industrial Consumers (“KIC”), Unified School District #259 (“USD
2597) and Kansas Association of Schools Boards (“KASB”); c¢) Jettry Pollock on behalf of
Occidental Chemical Corporation (“OxyChem™); d) Gregory L. Wilson on behalf of
Frontier El Dorado Refining LLC (“FEDR™); e) Robert H. Glass on behalt of Staff; and f)

F. Kathleen Vinlove on behalf of Staft.

Have you prepared a summary of the parties’ revenue allocation positions?

Yes, in Exhibit BK-3, Schedule 1.

1
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Cross-Answering Testimony of Brian Kalcic KCC Docket No. 13-WSEE-629-RTS

Please describe Exhibit BK-3, Schedule 1.

For ease of comparison, Schedule 1 provides a summary of the parties’ revenue allocation
positions at Westar’s requested revenue requirement level, i.e., each revenue allocation
provides for a total base revenue increase of $31.75 million or 2.8%. In addition, Schedule
1 shows the parties’ proposed base rate increases (or decreases) to individual classes in

percentage terms.

Why have you presented the parties’ revenue allocation proposals in terms of base
rate percentage increases in Exhibit BK-3, Schedule 1?
Westar is requesting a total increase in base revenues of $31.75 million in this proceeding.
Stated differently, it is only the level of Westar’s base revenues that are at issue in this
proceeding — not the level of the Company’s RECA, TDC, ECRR, PTS or EER revenues.
Theretore, the appropriate context in which to consider Westar’s requested change in base
revenue is as a percentage change in total base revenues ot 2.8% (per Exhibit BK-1,
Schedule 2, attached to my direct testimony), not as a percentage change in total revenue of
1.7% (as depicted in Table 1, on page 12 of Company witness Greg A. Greenwood’s direct
testimony).

Similarly, individual class increases should be expressed as a percentage of a class’s

total base revenue (not the class’s total revenue inclusive of the RECA, etc.).
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Cross-Answering Testimony of Brian Kalcic KCC Docket No. 13-WSEE-629-RTS

Exhibit BK-3, Schedule 1 shows that Wal-Mart, KIC/USD259/KASB, OxyChem and
FEDR agree with Westar’s proposed class revenue allocation. How did these parties
evaluate the Company’s proposed class revenue allocation?

The parties used class cost of service as the primary factor in evaluating the Company’s
proposal. More specifically, the parties examined whether or not Westar’s proposed

revenue allocation would move all rate classes toward cost of service.

Do you agree that movement toward cost of service is an appropriate goal of the
ratemaking process?

Yes, I do.

What does pursuit of that goal normally necessitate?

In order to move classes toward cost of service, rate classes that are “under-contributing”
are assigned an above (system) average increase, while classes that are “over-contributing”
are assigned a below (system) average increase. In addition, in accordance with the
principle of gradualism, the increases assigned to the under-contributing classes are
normally constrained (or capped) so as not to impose a disproportionate increase on one or

more rate classes.

Does Westar’s revenue allocation proposal include an appropriate cap on class
increases?
No. As shown in Exhibit BK-3, Schedule 1, the Company’s proposal would assign an

aggregate increase of $83.8 million to the Residential and Small General Service classes, in

V8]
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Cross-Answering Testimony of Brian Kalcic KCC Docket No. 13-WSEE-629-RTS

order to pay for an aggregate decrease of $52.0 million to its remaining rate classes. The
Company’s proposal to assign 264% of its requested increase (i.e., $83.8 million divided by
$31.75 million) to the Residential and SGS classes does not comport with traditional utility

ratemaking practice.

Did Wal-Mart, KIC/USD259/KASB, OxyChem or FEDR prepare a cost-of-service
study for the purpose of evaluating Westar’s proposed revenue allocation?

No.

How then did Wal-Mart, KIC/USD259/KASB, OxyChem and FEDR determine that
Westar’s proposed class revenue allocation was appropriate?

Each party claims that Westar’s proposal is appropriate since it would move all rate classes
closer to their respective cost-of-service revenue levels, based on the results of the
Company’s four coincident peak (“4CP”) and/or average and peak (“A&P”) cost-of-service

study (“COSS™).

Has the KCC approved the use of either the 4CP or A&P methodology?
No. As discussed in my direct testimony, the KCC specifically rejected both the 4CP and
A&P methodologies in two fully litigated Kansas City Power & Light Company (“KCPL™)

rate proceedings at Docket Nos. 10-KCPE-415-RTS and 12-KCPE-764-RTS.

Given the KCC’s recent rejection of the 4CP and A&P methodologies, have Wal-

Mart, KIC/USD259/KASB, OxyChem or FEDR provided any evidence to support the
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claim that Westar’s proposed revenue allocation would move all classes closer to their
respective cost-based revenue levels?

No.

On page 6 of his direct testimony, FEDR witness Gregory L. Wilson claims that “the
HLF class has historically provided above average rates of return to the utility,” i.e.,
that the HLF class has been subsidizing other classes. Do you have any comment?
Yes. Mr. Wilson’s claim is based on a comparison of the HLF class rate of return to
Westar’s system average rate of return over the Company’s last three rate proceedings.
However, in each case, the rate of return results referenced by Mr. Wilson were taken from
the Company’s COSS, which relied upon either: a) the 4CP methodology (Docket Nos. 08-
WSEE-1041-RTS and 12-WSEE-112-RTS); or b) the 4CP and A&P methodologies
(Docket No. 13-WSEE-629-RTS). As such, Mr. Wilson’s claim relies upon an
unsupported premise — that the 4CP and/or A&P cost-of-service methodology is valid in

Kansas.

On page 10 of his direct testimony, OxyChem witness Jeffry Pollock references the
KCC’s generic investigation into the class cost of service and rate design
methodologies to be employed in utility rate cases (at Docket No. 13-GIMX-606-G1V).
Mr. Pollock states “the Commission need not decide here which CCOSS is the most
appropriate in determining the extent to which class revenues should be realigned to

recover the allocated costs, since Westar’s proposed realignment generally moves the
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classes closer to cost of service under either [the 4CP or A&P] approach.” How do
you respond?

On the one hand, Mr. Pollock acknowledges that the KCC has opened a generic
investigation into class cost-of-service methodologies. On the other hand, Mr. Pollock
suggests that a KCC decision with respect to the more appropriate cost-of-service
methodology is unnecessary at this time, since both the 4CP and A&P methodologies
generally support the Company’s revenue allocation proposal. What Mr. Pollock fails to
acknowledge is that the KCC specifically rejected the two cost-of-service methodologies

that Westar (and OxyChem) relied upon to determine class increases in this proceeding.

Do you have any other comment?

Yes. The KCC adopted the Base, Intermediate and Peak (“BIP”") methodology in two
recent KCPL rate cases. To the extent that the Commission intends to reexamine that
decision in Docket No. 13-GIMX-606-GIV, it would not be reasonable to adopt a specific
cost-of-service methodology (based on the record) in this case in advance of that generic

proceeding.

Absent an approved COSS, how should the Commission determine final class
increases in this proceeding?

[f the Commission were to reject all of the filed COSSs in this case, I would recommend
that the KCC direct Westar to recover its awarded revenue increase via an across-the-board

increase in base revenue to all classes.
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1 Q. Mr. Kalcic, have you reviewed the COSS sponsored by Staff witness F. Kathleen

2 Vinlove?
3 A. Yes.
4

5 Q. What methodology does Dr. Vinlove employ in Staff’s COSS?
6 A. Dr. Vinlove employs the same A&P methodology that formed the basis of Staff’s COSS in

7 Docket No. 12-WSEE-112-RTS.

9 Q. Does Staff’s A&P COSS in this proceeding also reflect the same cost-of-service
10 methodology that Staff employed in KCPL Docket No. 10-KCPE-415-RTS?
11 A. Yes, I believe it does.
12
13 Q. Did the Commission reject Staff’s A&P COSS in Docket No. 10-KCPE-415-RTS?
14 A Yes.'
15
16 Q. Does Staff explain why it chose to sponsor an A&P rather than BIP COSS in this
17 case?
18 A. Notto my knowledge.
19
20 Q. Does Staff witness Robert H. Glass use the results of Staff’s A&P COSS to develop

21 Staff’s proposed revenue allocation shown in Exhibit BK-3, Schedule 1?

' See KCC Order: 1) Addressing Prudence; 2) Approving Application, in Part; & 3) Ruling on Pending Requests,
Docket No. 10-KCPE-415-RTS, November 22, 2010, at page 117.

o
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A.

In part. On page 24 of his direct testimony, Dr. Glass states “Staff constructed its class
revenue allocation based on Staff’s COSS and the principle of gradualism.” The impact of
gradualism on Staff’s proposal is shown in Table 7, on page 24 of Dr. Glass’ direct

testimony.

How does Staff’s proposed revenue allocation compare to those sponsored by the
Company and CURB?

As shown in Exhibit BK-3, Schedule 1, there are significant differences in individual class
increases across the three proposals. In general, however, Staff’s revenue allocation is
more closely aligned with CURB’s proposal than that of Westar. This closer alliance is
due, in part, to the fact that: 1) the A&P (like the BIP) methodology classifies a portion of
production plant as energy-related, whereas the 4CP methodology does not; and 2) both
Staff and CURB employed the concept of gradualism when developing their respective

revenue allocation proposals.

Does this conclude your cross-answering testimony?

Yes.
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Line Classification

1 Residential
%

2 Small General Service
%

3 Medium General Service
%

4  Public Schools
%

5 HLF Service
%

6 Lighting Service
%

7 Total WEI
%

Source:

Notes:

1/ Based on Staff's P&A COSS.
2/ Based on CURB's BIP COSS.
3/ Based on WEI's 4CP COSS.

WESTAR ENERGY, INC.

Comparison of Alternative Class Revenue Allocation Positions
at WEI's Requested Increase of $31.750 million
(Dollars in Thousands)

Per WEI
As Filed

1

$61,974
12.7%

$21,793
9.4%

($18,510)
-9.7%

($3,610)
-11.8%

($28,547)
-18.2%

($1,350)

-7.0%

$31,750
2.8%

Exhibit BK-1,
Sch. 2

Proposed Base Revenue Increases

$31.75 million)

Per
Per Per Per KIC, USD 259 Per Per
Staff 1/ CURB 2/ Wal-Mart 3/ & KASB OxyChem FEDR
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$14,287 $0
2.9% 0.0%
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2.9% 7.2%
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$9,207 $12,948 o o o o
5.9% 8.2%
$552 $1,999
2.9% 10.4%
$31,750 $31,750
2.8% 2.8%
R. Glass Exhibit BK-1, Dir. Test. of Dir. Test. of Dir. Test. of  Dir. Test. of
Table 7 Sch. 3 S. Chriss M. Gorman J. Pollock G. Wilson
(Scaled up to atpg. 9 atpg. 4 at pg. 4 atpg.7

Exhibit BK-3
Schedule 1




CERTIFICATE OF SERVICE

13-WSEE-629-RTS

I, the undersigned, hereby certify that a true and correct copy of the above and foregoing
document was served by electronic service on this 5t day of September, 2013, to the
following parties who have waived receipt of follow-up hard copies:

RAY BERGMEIER, LITIGATION COUNSEL
KANSAS CORPORATION COMMISSION
1500 SW ARROWHEAD ROAD

TOPEKA, KS 66604-4027
r.beremeier@kcc.ks.cov

AMBER SMITH, LITIGATION COUNSEL
KANSAS CORPORATION COMMISSION
1500 SW ARROWHEAD ROAD
TOPEKA, KS 66604-4027
a.smith@kcc.ks.gov

JAY VAN BLARICUM, ADVISORY COUNSEL
KANSAS CORPORATION COMMISSION

1500 SW ARROWHEAD RD

TOPEKA, KS 66604-4027
j.vanblaricum(@kcc.ks.gov

JOHN R. WINE, JR.
410 NE 43"
TOPEKA, KS 66617
Fax: 785-246-0339
jwine2(@cox.net

KEVIN HIGGINS

ENERGY STRATEGIES, LLC
PARKSIDE TOWERS

STE 200215 S STATE ST
SALT LAKE CITY, UT 84111
Fax: 801-521-9142
khiggins@energystrat.com

CATHRYN J. DINGES, SENIOR CORPORATE COUNSEL
WESTAR ENERGY, INC.

818 SOUTH KANSAS AVE

PO BOX 889

TOPEKA, KS 66601-0889
Cathy.Dinges(@westarenergy.com




JEFFREY MARTIN, VP REGULATORY AFFAIRS
WESTAR ENERGY, INC.

818 S KANSAS AVE

PO BOX 889

TOPEKA, KS 66601-0889

Jeff. Martin@westarenergy.com

KURTJ.BOEHM, ATTORNEY
BOEHM, KURTZ & LOWRY

36 EAST 7" STREET, SUITE 1510
CINCINNATI, OH 45202

Fax: 513-421-2764
kboehm@bkllawfirm.com

JODY M. KYLER, ATTORNEY
BOEHM, KURTZ & LOWRY

36 EAST 7" STREET, SUITE 1510
CINCINNATI, OH 45202

Fax: 513-421-2764
jkylercohn@bkllawfirm.com

KATHERINE COLEMAN, ATTORNEY
ANDREWS KURTH L.L.P.

111 CONGRESS AVENUE, SUITE 1700
AUSTIN, TX 78701
kcoleman@andrewskurth.com

PHILLIP OLDHAM

ANDREWS KURTH L.L.P.

111 CONGRESS AVENUE, SUITE 1700
AUSTIN, TX 78701
philipoldham{@andrewskurth.com

CARSON M. HINDERKS, ATTORNEY
SMITHYMAN & ZAKOURA, CHTD.
7400 W 110TH ST STE 750
OVERLAND PARK, KS 66210-2362
carson(@sinizak-law.com

JAMES P. ZAKOURA, ATTORNEY
SMITHYMAN & ZAKOURA, CHTD.
7400 W 110TH ST STE 750
OVERLAND PARK, KS 66210-2362
jim@smizak-law.com :

JAMES G. FLAHERTY, ATTORNEY
ANDERSON & BYRD, L.L.P.

216 S HICKORY

PO BOX 17

OTTAWA, KS 66067
iflahertv@andersonbyrd.com




MATTHEW P. REINHART

THE HOLLYFRONTIER COMPANIES
2828 N HARWOOD STE 1300
DALLAS, TX 75201
matt.reinhart@hollyfrontier.com

STANFORD J. SMITH, ATTORNEY

MARTIN, PRINGLE, OLIVER, WALLACE & BAUER, LLP
100 N BROADWAY STE 500

WICHITA, KS 67202

sismith@martinpringle.com

TERESA J. JAMES, ATTORNEY

MARTIN, PRINGLE, OLIVER, WALLACE & BAUER, LLP
6900 COLLEGE BLVD STE 700

OVERLAND PARK, KS 66211-1842
tjjames@martinpringle.com

CLAYTON E. SCHULER
SPIRIT AEROSYSTEMS, INC.
PO BOX 780008, K06-10
WICHITA, KS 67278-0008
clayton.e.schuler@spiritaero.com

TIMOTHY E. MCKEE, ATTORNEY
TRIPLETT, WOOLF & GARRETSON, LLC
2959 N ROCK RD STE 300

WICHITA, KS 67226
temckee@twefirm.com

SAMUEL D. RITCHIE, ATTORNEY
TRIPLETT, WOOLF & GARRETSON, LLC
2959 N ROCK RD STE 300

WICHITA, KS 67226
sdritchie/@twgfirm.com

DAVID BANKS, ENERGY MANAGER
UNIFIED SCHOOL DISTRICT 259

201 N WATER

WICHITA, KS 67202
dbanks@usd259.net

THOMAS R. POWELL, GENERAL COUNSEL
UNIFIED SCHOOL DISTRICT 259

201 N WATER ST RM 405

WICHITA, KS 67202-1292
tpowell@usd259.net




DAVID L. WOODSMALL
WOODSMALL LAW OFFICE

807 WINSTON CT

JEFFERSON CITY, MO 65101-2869
david.woodsmall@woodsmalilaw.com

DA —

Deélla Smith
Administrative Specialist




