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Cross-Answering Testimony of Brian Kalcic KCC Docket No. 18-WSEE-328-RTS

Q. Please state your name and business address.

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

Q. Areyou the same Brian Kalcic who filed direct testimony in this docket on June 11,
2018?

A. Yes.

Q. What is the subject of your cross-answering testimony?

A. 1 will comment on the class cost of service and/or class revenue allocation positions of the
following witnesses: 1) Mr. Larry Blank, testifying on behalf of the United States
Department of Defense and all other Federal Executive Agencies (“DoD/FEA”); 2) Mr.
Michael P. Gorman, testifying on behalf of the Kansas Industrial Consumers Group, Inc.

(“KIC”); and 3) Dr. Robert H. Glass, testifying on behalf of Staff.

DoD/FEA Witness Blank

Q. On pages 6-10 of his direct testimony, Mr. Blank discusses certain alleged deficiencies
in the Company’s filed AED/4CP COSS. Mr. Blank recommends that the
Commission order Westar to address such alleged deficiencies in its compliance filing
S0 as to produce a COSS with reliable results. Do you have any comment?

A. Yes. CURB takes no position with respect to the alleged deficiencies in the Company’s
COSS cited by Mr. Blank. At best, however, Mr. Blank’s recommendations, if
implemented, would produce cost-of-service results that follow from a “correct”

application of the AED/4CP cost methodology to Westar’s system.
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Q. Hasthe KCC adopted the AED/4CP cost methodology advocated by Mr. Blank in a
litigated electric rate proceeding?

A. Counsel advises that it has not.

Q. Does the AED/ACP cost methodology produce results consistent with the KCC-
approved BIP cost methodology?
A. No, because the AED/ACP method fails to give weight to class energy use when allocating

production plant to rate classes.

Q. Should the Commission rely upon DoD/FEA’s corrected AED/4CP cost methodology
to evaluate alternative class revenue allocation proposals in this case?

A. No.

Does Mr. Blank sponsor an alternative class revenue allocation proposal?

A. Yes. With respect to the Company’s Step 1 rate decrease, Mr. Blank recommends that
those classes with current rates of return below the Company’s approved rate of return
should not receive a decrease. For the Step 2 rate change, he recommends that “no class
should receive a rate increase that causes their implied cost-based rate of return to exceed

1.25 times the Company’s approved, cost-based rate of return.”*

Q. What COSS does Mr. Blank propose that the Commission use to implement his class

revenue allocation proposal?

1 See the Direct Testimony of Larry Blank at page 13.
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Mr. Blank states that the “starting point” should be a COSS that produces reliable results.

Does Mr. Blank believe that the Company’s filed COSS produces reliable results?
No. However, Mr. Blank adds that until such time as the Commission orders Westar to
implement his recommended changes to the Company’s cost study, the Commission will

have to rely upon the results of Westar’s COSS.

Would it be appropriate for the Commission to use the results of either DoD/FEA’s
corrected AED/4CP cost methodology or Westar’s filed AED/4CP COSS to implement
Mr. Blank’s class revenue allocation guidelines?

No, since both cost studies utilize the AED/ACP cost methodology.

KIC Witness Gorman

On page 31 of his direct testimony, Mr. Gorman recommends shifting approximately
$234,000 of the Company’s proposed Step 1 ILPS class revenue requirement to other
rate classes that are currently priced below cost of service, based on the Company’s
cost-of-service study. Is KIC’s proposed shift in class revenue responsibility
appropriate?

No. As previously discussed, the Company’s AED/4CP cost methodology is inconsistent
with the KCC-approved BIP cost methodology. Consequently, the KCC should not rely
upon the Company’s COSS results when determining final class revenue requirement levels

in this case.
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Staff Witness Glass

Q. Mr. Kalcic, have you reviewed the class revenue allocation proposals sponsored in the
direct testimony of Dr. Glass?

A. Yes, | have.

Q. How did Dr. Glass arrive at Staff’s proposed Step 1 and Step 2 class revenue
allocations in this proceeding?

A. Dr. Glass used the results of Staff’s filed COSS, tempered by gradualism considerations, to
develop Staff’s proposed revenue allocation proposals. In particular, Dr. Glass assigned a
uniform Step 1 decrease to each class based on existing class revenues. For Step 2, Dr.
Glass assigned a uniform increase to those rate classes that exhibited a relative rate of
return less that 1.0. As such, the LGS, Schools & Churches, ILP, LTM and ICS rate classes

receive no increase under Staff’s Step 2 revenue allocation proposal.

Q. Does Dr. Glass indicate whether Staff’s proposals result in a movement toward
equalizing class rates of return?

A.  Yes. On page 24 of his direct testimony, Dr. Glass states that Staff’s class revenue
allocation provides for a “partial” movement toward equalizing class rates of return, based

on Staff’s COSS.

Q. Do you agree that Staff’s combined Step 1 & 2 revenue allocation proposal provides
for partial movement toward equalizing class rates of return, as suggested by Dr.

Glass?
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A. No. Table 1 below shows class rates of return at present rates (columns 1-2) and at Staff’s

proposed, i.e., combined Step 1 & 2, revenue levels (columns 3-4), based on Staft’s COSS.

A comparison of columns 2 and 4 of Table 1 indicates that Westar’s rate classes do not

exhibit movement toward equalizing class rate of return under Staff’s combined Step 1 & 2

revenue allocation proposal.

TABLE 1

Summary of Class Rates of Return at Present Rates
and at Staff’s Proposed Revenue Levels

Basis: Staff COSS

Staff
Existing Relative Proposed Relative
Class Revenues ROR Revenues ROR
(1) (2) (3) 4)
Residential 6.06% 0.78 11.44% 1.62
RS-DG 9.27% 1.19 1.51% 0.21
SGS 5.79% 0.74 12.41% 1.76
MGS 6.78% 0.87 9.94% 1.41
LGS 11.32% 1.45 -1.78% -0.25
Schools & Churches 10.91% 1.40 -1.99% -0.28
ILP/LTM/ICS/ 12.75% 1.64 -6.17% -0.87
Lighting 5.84% 0.75 10.34% 1.47
Total Company 7.79% 1.00 7.06% 1.00

Source: Pages 1-2 of Exhibit DIM-EL1, corrected per errata filing.

Q. How should the KCC modify Staff’s proposed revenue allocation in order to better

reflect class cost of service indications, based on Staff’s COSS?

A. Within the context of Staff’s overall revenue allocation proposal, I recommend that the

KCC modify only Staff’s proposed Step 2 revenue allocation. In particular, I recommend
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1 that the KCC approve assigning those classes that exhibit a relative rate of return less than
2 1.0 in column 4 of Table 1, a uniform Step 2 increase.
3
4 Q. How would your recommendation modify Staff’s Step 2 revenue allocation proposal?
5 A. As shown in Table 2 below, CURB’s proposal would shift approximately $5.0 million of
6 revenue responsibility from the Residential, SGS and MGS classes to the LGS, Schools &
7 Churches, ILP, LTM and ICS rate classes, compared to Staff’s proposed Step 2 revenue
8 allocation.
9
10 TABLE 2
11 Comparison of Staff’s Step 2 Revenue Allocation to
12 CURB’s Revised Step 2 Allocation
13 Basis: Staff COSS
Staff Revised
Step 2 Step 2
Class Increase Increase
1 ®)
Residential $2,796,734
RS-DG $792 $2,843
SGS $1,326,178
MGS $749,454
Schools & Churches $644,580
LGS/ILP/LTM/ICS/ $4,345,189
Lighting $119,454
Total Company $4,992,612  $4,992,612
14
15
16 Q. Does this conclude your cross-answering testimony?
17 A. Yes.
18
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