THE STATE CORPORATION COMMISSION
OF THE STATE OF KANSAS

Before Commissioners: Pat Apple, Chairman
Shari Feist Albrecht
Jay Scott Emler

In the Matter of a General Investigation to )
Examine Issues Surrounding Rate Design ) KCC Docket No. 16-GIME-403-GIE
for Distributed Generation Customers. )

REPLY COMMENTS OF BRIAN KALCIC ON DISTRIBUTED
GENERATION RATE DESIGN ALTERNATIVES
FOR THE CITIZENS’ UTILITY RATEPAYER BOARD

COMES NOW, the Citizens’ Utility Ratepayer Board (“CURB”), and respectfully
submits the following reply comments as requested by the Kansas Corporation Commission

(“KCC” or “Commission”) in its July 12, 2016 Order in the above-captioned docket:

l. Background
1. The Commission opened this investigation to examine issues related to the
development of a just and reasonable rate structure for Distributed Generation (“DG”) customers
that is reflective of the quantifiable costs and quantifiable benefits of DG. On March 17, 2017,
fourteen parties submitted initial comments." CURB provided separate comments regarding (i)
the potential cost and benefits of DG, sponsored by regulatory analyst Cary P. Catchpole, and (ii)

DG rate design alternatives, sponsored by rate design consultant Brian Kalcic.

! Initial comments were filed by, or on behalf of, the following parties: 1) the Staff of the State Corporation
Commission of the State of Kansas (“Staff”); 2) CURB; 3) Westar Energy, Inc. and Kansas Gas and Electric
Company (collectively, “Westar™); 4) Kansas City Power & Light Company (“KCP&L"); 5) Sunflower Electric
Power Corporation (“Sunflower”); 6) Mid-Kansas Electric Company, LLC (“Mid-Kansas”); 7) Southern Pioneer
Electric Company (“Southern Pioneer”); 8) Kansas Electric Cooperatives, Inc. (“KEC”); 9) Midwest Energy, Inc.
(“Midwest Energy”); 10) Empire District Electric Company (“Empire”); 11) Brightergy, LLC (“Brightergy™); 12)
Climate + Energy Project (“CEP”); 13) Cromwell Environmental, Inc. (“Cromwell”); and 14) United Wind, Inc.
“‘uw”).



2. In the reply comments that follow, CURB responds briefly to certain positions

sponsored by Staff, KCP&L, Westar and Midwest Energy in their initial comments.
Il.  Three-Part Rate Design for DG

3. Staff, KCP&L and Westar request that the KCC adopt a three-part rate design for
DG customers.” A three-part rate design includes a (i) customer charge ($ per month), (ii)
demand charge ($ per kW of billed demand) and (iii) energy charge ($ per kWh). The parties
argue, in part, that a three-part rate properly recognizes the different types of costs incurred by
utilities to serve DG customers, and would ensure that DG customers pay for the utility services
that they use.

4, CURB agrees with Staff, KCP&L and Westar that (i) the KCC should establish
cost-based rates for all rate classes, and (ii) DG customers should be served on a separate rate
schedule. CURB also agrees that a three-part rate may be appropriate for DG customers.
However, as discussed in CURB’s initial comments, residential and small commercial DG
customers have little or no previous experience with demand charges. Such customers may have
difficulty understanding demand charges absent an extensive customer education program. And
once educated, prospective residential DG customers may reject a three-part rate design as overly
burdensome.

5. Perhaps for reasons such as the above, regulatory commissions have (to date)
appeared reluctant to adopt demand charges when designing DG rates. According to the Edison

Electric Institute, as of February 2016, in only one out of twelve instances has a regulatory

2 See Staff’s Initial Comments at p. 16, KCP&L’s Initial Comments at p. 28 and Westar’s Initial Comments at p. 32.



authority adopted a demand charge as part of its final DG rate design.® In lieu of demand
charges, regulators have instead adopted DG rate designs that include fixed charges, buy-sell
arrangements, interconnection (or installed-capacity) fees, and minimum bill provisions.

6. As discussed in CURB’s initial rate design comments, the KCC has a
number of DG rate design options available to address the problems that arise when DG
customers are billed under existing residential or small commercial rate schedules. In
CURB’s view, there is no clear-cut “winner” among the rate design alternatives
available to the Commission — each option entails trade-offs with respect to traditional
rate design principles. CURB respectfully suggests that the KCC give due weight to the
types of DG rate designs formally adopted in other jurisdictions to help determine a just
and reasonable rate structure for DG customers in Kansas.

I11. Separate DG Rate Class

7. Midwest Energy states that DG customers should not be placed in a separate rate
class.* Midwest Energy avers that “existing rate schedules already accommodate a wide range of
end users and load shapes.” In lieu of a separate DG rate schedule, Midwest Energy argues that
all rate schedules should be designed to align more closely fixed charges with fixed costs and
variable charges with variable costs. In Midwest Energy’s view, developing rate designs “that
more efficiently recover fixed and variable costs from all customers and customer classes, not

solely those utilizing DG technologies,” would permit residential and small commercial DG

¥ See A Primer on Rate Design for Residential Distributed Generation, Edison Electric Institute, Feb. 2016, Table 1,
as provided in the Appendix, page 26 of 139, to KCP&L’s Initial Comments.

* See Midwest Energy’s Initial Comments at pp. 5-6.



customers to be served on their existing rate schedules, while eliminating the potential for cross-
subsidization.

8. CURB respectfully disagrees with Midwest Energy on this point. The residential
class is arguably the most homogeneous of all electric utility rate classes. As such, the standard
two-part residential rate schedule does not already accommodate a wide range of end users and
load shapes — nor is it designed to do so. Indeed, the perceived failures of the standard two-part
residential rate schedule to adequately compensate an electric utility for the cost incurred to serve
the DG customer is one of the primary reasons for opening this investigation.

9. The residential class would not remain homogeneous if DG customers were to be
included within the class. Rather than include DG customers in the residential class, and
subsequently attempt to modify the standard two-part residential rate schedule to eliminate
intraclass subsidies, the KCC should develop a just and reasonable rate design for a separate
class of DG customers.

10. In CURB’s view, this generic investigation is not the appropriate forum to address
perceived shortcomings in an electric utility’s non-DG rate schedules. Instead, such concerns

should be properly reserved for resolution in a base rate proceeding.



VERIFICATION

)
) ss:
COUNTY OF ST. LOUIS )

STATE OF MISSOURI
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CERTIFICATE OF SERVICE

16-GIME-403-GIE

1, the undersigned, hereby certify that a true and correct copy of the above and foregoing
document was served by electronic service on this 5™ day of May, 2017, to the following parties:

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

216 S HICKORY

POBOX 17

OTTAWA, KS 66067
iflahertv(@andersonbyrd.com

MARTIN J. BREGMAN
BREGMAN LAW OFFICE, L.L.C.
311 PARKER CIRCLE
LAWRENCE, KS 66049
mib@mibregmanlaw.com

ANDREW J ZELLERS, GEN COUNSEL/VP
REGUI.ATORY AFFAIRS

BRIGHTERGY, LLC

1712 MAIN ST 6TH FLR

KANSAS CITY, MO 64108

andy.zellers@brightergy.com

C.EDWARD PETERSON

C. EDWARD PETERSON, ATTORNEY AT
LAW :

5522 ABERDEEN

FAIRWAY, K8 66205

ed.peterson?010/@gmail.com

GLENDA CAFER, ATTORNEY
CAFER PEMBERTON LLC
3321 SW6TH ST

TOPEKA, KS 66606 -
glenda@caferlaw.com

TERRI PEMBERTON, ATTORNEY
CAFER PEMBERTON LLC

3321 SWeTH ST

TOPEKA, KS 66606
terri@caferlaw.com

ARON CROMWELL

CROMWELL ENVIRONMENTAL, INC.
615 VERMONT ST

LAWRENCE, K8 66044

ACROMWELL@CROMWELLENV.COM

SUSAN B. CUNNINGHAM, ATTORNEY
DENTONS USLLP

7028 SW 69TH ST

AUBURN, KS 66402-9421

susan,cunningham(@dentons.com

BRYAN OWENS, ASSISTANT DIRECTOR
OF PLANNING & REGULATORY

EMPIRE DISTRICT INDUSTRIES, INC.

602 JOPLIN

PO BOX 127

JOPLIN, MO 64802-0127
bowens(@empiredistrict.com

ERIN BESSON

ERIN BESSON ATTORNEY AT LAW
1535 NEW HAMPSHIRE
LAWRENCE, KS 66044
besson.law@gmail.com

- JOHN GARRETSON, BUSINESS MANAGER

IBEW LOCAL UNION NO. 304
3906 NW 16TH STREET
TOPEKA, KS 66615

johng@ibew304.org

ROBERT J. HACK, LEAD REGULATORY
COUNSEL

KANSAS CITY POWER & LIGH
COMPANY :

ONE KANSAS CITY PL, 1200 MAIN ST 19th
FLOOR (64105)

PO BOX 418679

KANSAS CITY, MO 64141-9679
ROB.HACK@KCPL.COM

ROGER W. STEINER, CORPORATE
COUNSEL

KANSAS CITY POWER & LIGHT
COMPANY

ONE KANSAS CITY PL, 1200 MAIN ST 19th
FLOOR (64105)

PO BOX 418679

KANSAS CITY, MO 64141-9679
roger.steiner@kepl.com

MARY TURNER, DIRECTOR,
REGULATORY AFFAIR

KANSAS CITY POWER & LIGHT
COMPANY

ONE KANSAS CITY PL, 1200 MAIN ST 19th
FLOOR (64105)

PO BOX 418679

KANSAS CITY, MO 64141-9679

MARY . TURNER@KCPL.COM
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ANTHONY WESTENKIRCHNER, SENIOR
PARALEGAL

KANSAS CITY POWER & LIGHT -
COMPANY

ONE KANSAS CITY PL, 1200 MAIN ST 19th
FLOOR (64105)

PO BOX 418679

KANSAS CITY, MO 64141-9679

anthony westenkirchner@kepl.com

NICOLE A. WEHRY, SENIOR PARALEGAL
KANSAS CITY POWER & LIGHT
COMPANY

ONE KANSAS CITY PL, 1200 MAIN ST 19th
FLOOR (64105)

PO BOX 418679

KANSAS CITY, MO 64141-9679
NICOLE.WEHRY@KCPL.COM

SAMUEL FEATHER, DEPUTY GENERAL
COUNSEL

KANSAS CORPORATION COMMISSION
1500 SW ARROWHEAD RD

TOPEKA, XS 66604-4027
s.feather@kec.ks.gov

AMBER SMITH, CHIEF LITIGATION
COUNSEL

KANSAS CORPORATION COMMISSION
1500 SW ARROWHEAD RD

TOPEKA, KS 66604-4027

a.smith@kec. ks.gov

KIM E. CHRISTIANSEN, ATTORNEY
KANSAS ELECTRIC COOPERATIVES, INC.
7332 SW 21ST STREET

PO BOX 4267

TOPEKA, KS 66604-0267
kchristiansen{@kec.org

BRUCE GRAHAM, CHIEF EXECUTIVE
OFFICER

KANSAS ELECTRIC COOPERATIVES, INC.
7332 SW 21ST STREET

PO BOX 4267

TOPEKA, KS 66604-0267

beraham@kec.org

DOUGLAS SHEPHERD, VP,
MANAGEMENT CONSULTING SERVICES
KANSAS ELECTRIC COOPERATIVES, INC.
7332 SW 218T STREET

PO BOX 4267

TOPEKA, KS. 66604-0267
dshepherd@kec.org

SCOTT DUNBAR

KEYES FOX & WIEDMAN LLP
1580 LINCOLN STREET

SUITE 880

DENVER, CO 80203
SDUNBAR@KFWLAW.COM

JACOB J SCHLESINGER, ATTORNEY
KEYES FOX & WIEDMAN LLP

1580 LINCOLN STREET

SUTTE 8§80

BENVER, CO 80203

JSCHLESINGER@KFWLAW.COM

PATRICK PARKE, VICE PRESIDENT
CUSTOMER SERVICE

MIDWEST ENERGY, INC.

1330 Canterbury Rd

PO Box 8§98

Hays, KS 67601-0898
patparke@mwenerey.com

ANNE E. CALLENBACH, ATTORNEY
POLSINELLI PC

900 W 48TH PLACE STE 900

KANSAS CITY, MO 64112
acallenbach@polsinelli.com

RANDY MAGNISON, EXEC VP & ASST
CEO

SOUTHERN PIONEER ELECTRIC
COMPANY

1850 W OKLAHOMA

PO BOX 430

ULYSSES, KS 67880-0430
rmagnison@pioneerelectric.coop

LINDSAY SHEPARD, EXECUTIVE VP -
GENERAL COUNSEL

SOUTHERN PIONEER ELECTRIC
COMPANY

1850 W OKLAHOMA

PO BOX 430

ULYSSES, KS 67880-0430
Ishepard(@picneerelectric.coop

RENEE BRAUN, CORPORATE
PARALEGAL, SUPERVISOR
SUNFLOWER ELECTRIC POWER
CORPORATION

301 W. 13TH

PO BOX 1020 (67601-1020)

HAYS, KS 67601

RBRAUN@SUNFLOWER.NET
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JAMES BRUNGARDT, REGULATORY
AFFAIRS ADMINISTRATOR
SUNFLOWER ELECTRIC POWER
CORPORATION

301 W. 13TH

PO BOX 1020 (67601-1020)

HAYS, KS 67601
IBRUNGARDT@SUNFLOWER.NET

COREY LINVILLE, VICE PRESIDENT,
POWER SUPPLY & DELIVER
SUNFLOWER ELECTRIC POWER
CORPORATION

301 W. 13TH

PO BOX 1020 (67601-1020)

HAYS, KS 67601
clinville@sunflower.net

AL TAMIMI, VICE PRESIDENT,
TRANSMISSION PLANNING AND POLICY
SUNFLOWER ELECTRIC POWER
CORPORATION

301 W. 13TH

PO BOX 1020 (67601-1020)

HAYS, KS 67601

atamimi(@sunflower.net

JASON KAPLAN
UNITED WIND, INC.

20 Jay Street

Suite 928"

Brooklyn, NY 11201
ikaplan@unitedwind.com

CASEY YINGLING
YINGLING LAW LLC
330 N MAIN
WICHITA, KS 67202

casey@yvinglinglaw.com

MARK D. CALCARA, ATTORNEY
WATKINS CALCARA CHTD.

1321 MAIN ST STE 300
PODRAWER 1110

GREAT BEND, K8 67530
MCALCARA@WCRF.COM

TAYLOR P. CALCARA, ATTORNEY
WATKINS CALCARA CHTD.

1321 MAIN ST STE 300

PO DRAWER 1110

GREAT BEND, KS 67530
TCALCARA@WCRF.COM

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

8183 S KANSAS AVE

PO BOX 839

TOPEKA, KS 66601-0889
cathy.dinges(@westarenergy.com

JEFFREY L. MARTIN, VICE PRESIDENT,
REGULATORY AFFAIRS

WESTAR ENERGY, INC.

818 S KANSAS AVE

PO BOX 889

TOPEKA, KS 66601-0889

JEFF MARTING@WESTARENERGY.COM

LARRY WILKUS, DIRECTOR, RETAIL
RATES

WESTAR ENERGY, INC.

FLOOR #10

818 S KANSAS AVE

TOPEKA, KS 66601-0889

larry. wilkust@westarenergy.com

Il —

Della Smith
Administrative Specialist




