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JUDGE WOODRUFF:  We're here for the
hearing in File Nunber EC 2019-0200, which is Ofice
of Public Counsel and M dwest Energy Consuners G oup
versus KCPL G eater M ssouri Operations Conpany. And
we'll start the day off by starting with entries of
appear ance begi nning with Public Counsel.

MR, HALL: Good norning. Thank you, Your
Honor. Caleb Hall appearing on behalf of the Ofice
of Public Counsel. M contact information has been
previously provided to the court reporter.

JUDGE WOCDRUFF:  Thank you. MECG

MR, WOODSMALL: David Wodsmal | on behal f
of MECG

JUDCE WOCDRUFF: For Greater M ssouri
Oper ati ons Conpany.

MR. FISCHER On behalf of GVO, Robert
Hack, Karl Zobrist and James Fi scher. And our contact
i nformati on has been provided to the court reporter.

JUDGE WOCDRUFF:  Thank you. And for
Staff?

M5. ASLIN: Casi Aslin and N cole Mrs
for Staff. And our information has been provided to
the court reporter.

JUDCE WOODRUFF: That's all the entries

of appearance. M. Hack, you indicated you had a
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prelimnary matter you wanted to bring up?

MR. HACK: Yes. Yes, Judge. 1In a
nutshel |, GVO objects to the requests made in the
notice issued on August 5th, that the parties should
be prepared, based on the cost-of-service cal cul ations
fromGVMO s nost recent rate case, to provide the
expected revenues and recurring expenses to operate
Si bl ey.

This request, issued just two days ago,
effectively shifts the burden of proof and is
I nconsistent with the procedural schedul e, depriving
GVO of due process as the respondent in this matter.
GVD hasn't had sufficient tinme to prepare an estinmate
of the anmpbunt included in GMJO s revenue requirenent
for Sibley.

GVO filed Rebuttal Testinony explaining
in detail how the OPC and MECG Direct Testinony
estimates of the magnitude of the referral were
overstated and incorrect and that no baseline of
Si bl ey costs was included in the Settl enent Agreenent
approved by the Comm ssion in GMJO s nost recent rate
case. Staff witness Aigschlaeger made simlar points
in his Cross-Rebuttal Testinony. Neither OPC nor MECG
attenpted in surrebuttal to provide better estinates

of the magnitude of the deferral or to identify a
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basel ine of Sibley costs included in GMO s rates.

OPC and MECG, as the noving parties, bear
t he burden of proof and they failed to address these
shortcom ngs, the overstated statenent of the deferra
and the absence of a baseline for Sibley costs in
rates, in their Surrebuttal Testinony when they had an
opportunity to do so.

To ask for a Sibley cost baseline when
the Settlenent Agreenent was a black box and to do so
just two days before the hearing with no tine to
conduct discovery is a deprivation of GMJ s right to
due process.

In addition, to ask for such a
quantification under the present circunstances
effectively shifts the burden of proof. It is like a
trial judge in a civil lawsuit asking the defendant to
quantify danages for the jury before liability has
been established and before the plaintiff has -- has
made a show ng of damages.

In maki ng this objection, Judge, GO is
not saying that it cannot or will not respond to the
question, but that due process requires a nore orderly
process that permts adequate tinme to conduct
di scovery and analysis. GMO does not bear the burden

of proof in this proceeding. OPC and MECG do.
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As such, OPC and MECG shoul d propose a
basel i ne and nethod of neasuring the deferral before
GVMO has to take a position, with tinme for GMD to
conduct di scovery before cross-exam nation. That tine
sinply doesn't exist today. GVO believes the hearing
this week shoul d proceed as schedul ed based on the
record as it exists today so that the Conm ssion can
determ ne whether Sibley's retirenment is
extraordi nary.

Based on the state of the record today,
it's clear that substantial disagreenent exists
bet ween GVO and OPC/ MECG as to the magnitude of the
deferral. The OPC/ MECG position on the magnitude of
the deferral appears to be pa-- based, at least in
part, on the notion that rate-base has fallen
substantially as a result of the retirenment of Sibley.
Meani ng that rate-base the day before the retirenent
I's substantially higher than rate-base the day after
the retirenent.

That's categorically false. The
retirement causes no material reduction in GMO s
rate-base. M. Klote and M. Ives address this and
can respond to questions.

| f the Comm ssion determ nes that the

Sibley retirenent is extraordinary, it can then

TI GER COURT REPORTI NG LLC
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establish further proceedings to resolve issues about
quantifying the -- the deferral, including
establ i shnent of a baseline of Sibley costs in GMJ s
rates.

To proceed as hastily as requested in
Monday's notice will produce a poor evidentiary record
and deprive GMO of due process under the law. To be
clear, we're objecting -- GO s objecting to questions
one and two to provide additional testinony into the
record. W are prepared to answer questions about the
FERC Form 1s. We believe that is appropriate. Wth
that, I -- | state ny objection.

JUDGE WOCDRUFF:  Anyone el se wish to be
heard about that?

MR, WOCDSMALL:  Yes, Your Honor. As an
initial matter, | would say MECG woul d never object to
provi ding the Conm ssion any type of information that
it desires. | think it's interesting that at the sane
time utilities claimthat they need relief fromthe ex
parte rule so that they can talk to the Comm ssion and
provi de the Conmm ssion information, now in the context
of a contested case, they don't want to provide the
Conmmi ssion information.

Be that as it may, we don't agree with

the concept that this shifts the burden of proof.

TI GER COURT REPORTI NG LLC
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Burden of proof applies to the necessary elenents of a
case. In this case, the necessary elenent is, is the
retirenment of Sibley extraordinary. Period, end of
story. Bas-- and that's what it's always been. You
go through all the AAO cases throughout tine, it is
sinply an analysis of was the event extraordinary.
That's the issue here.

So this discussion that the Conm ssion
wants i nformation regardi ng the anount of savings,
costs, revenues, that type of thing, it's not a
shifting of the burden of proof because that's not a
necessary elenment of the case. |If the Conm ssion
wants to inquire of that, | don't have a problem but
the necessary elenent is solely focused on burden --
or on extraordinary.

That said, | don't object to M. Hack's
suggestion that we focus on the elenent in this case,
that being extraordinary here. And if the Conm ssion
at sonme point in tine in the future, after they find
that it's extraordinary, wants to inquire as to what
Is the savings, what are the costs, that type of
thing, | think they can do that.

In fact, that's what we suggested in our
position statenment. Focus be on extraordi nary and

then the parties anal yze what are the savings |ater.
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That is the way AAO cases work. And so we don't have
any problemw th the Comm ssion seeking informtion.
W will do our best to answer that. But this doesn't
shi ft burden.

W agree with M. Hack's suggestion that
we can deal wth savings and stuff in the |ater
inquiry if the Conm ssion wants to do that.

MR HALL: |If | could al so respond?

JUDGE WOCDRUFF:  Sur e.

MR, HALL: The Commission is an
i nvestigatory body. The -- this Comm ssion would be
free to ask the sane questions they gave us in the
noti ce during the hearing and we woul d have even |ess
time to prepare during a hearing than the two tines
that the Comm ssion graciously granted us.

Wthin that imted tinme |indow --
wi hdow, Public Counsel found it nore than enough to
prepare not only two nore witnesses to speak to the
questions the Conm ssion asked, but also to prepare
witten testinmony should the Comm ssion wish to have
nore evi dence on foregone revenues.

Publ i ¢ Counsel just does -- does not view
a question fromthe Comm ssion as a violation of due
process. Thank you.

JUDGE WOCDRUFF:  All right. Anyone el se

TI GER COURT REPORTI NG LLC
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wi sh to be heard? M. Hack.

MR, HACK: If I may respond briefly?

JUDGE WOCDRUFF:  Sur e.

MR, HACK: Thank you, Judge. W are not
unwilling to provide information. W are unwilling or
unable to do so on the tineline requested and we
bel i eve due process requires nore.

Regarding the notion or the -- the
suggestion that baseline -- or a way to neasure the
deferral is not a required elenent of the case, we
di sagree. If the Conmm ssion orders a deferral, GVO
will be required to put it on its books, to record a
nunber on its books.

At this point there is massive disparity
bet ween the estimates of the magnitude of the deferral
that OPC and MECG estimate and our view of how those
estimates are overstated. And there is no --
absolutely no baseline in that rate case agreed to.

So it's not a sinple exercise to go through and do
t hat .

And even when a baseline is established,
how do you -- what is -- how do you neasure savi ngs
of f that baseline? W don't think it's as easy as has
been suggested and -- and that's our point.

JUDGE WOODRUFF: And so to make sure |

TI GER COURT REPORTI NG LLC
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under stand, your -- your suggestion is that we have
this hearing today on the question of whether an AAO
I's appropriate and then have a subsequent proceeding
if -- if the Comm ssion finds that an AAOis
appropriate to establish the baseline?

MR HACK: Establish the base-- establish

t he baseline and how to neasure the deferral, yes,

Your Honor. | nean we think the current record exists
and is fine for purposes of -- of deciding whether the
retirenent is extraordinary, but -- but it is wefully

I nadequate in terns of identifying how to neasure the
deferral.

VMR, WOODSMALL: And MECG doesn't have a
problemwith that. It -- it -- it highlights the fact
that the Comm ssion can order a deferral w thout any
consi deration of savings. Savings is an ancillary
matter. The Comm ssion can, based upon the record
here today, nake a determ nation as to whether the
retirenent of the Sibley order is extraordinary. So
we don't have a problemw th that suggestion; take up
savings after the Conm ssion determnes it's
extraordi nary.

JUDGE WOCDRUFF: Al right. Wll, I'm--
your objection is noted for the record at this point.

['"I'l take it under advisenent and we'll proceed with

TI GER COURT REPORTI NG LLC
WAV TI GERCR. COM  573. 999. 2662
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the opening statenents at this point and then make a
ruling on it l|ater.

MR, HACK: Thank you, Judge.

JUDGE WOCDRUFF:  Beginning with openi ng
statenents then for MECG

MR, WOCDSMALL: Good norning. My it
pl ease the Comm ssion. David Wodsmall on behal f of
the M dwest Energy Consuners G oup.

Now, | know that | give |ong opening
statenents, but let nme tell you why. This is ny only
chance, as a party, to engage the Comm ssion. | have
to hope that you read position statenents, testinony,
that type of thing. But if you're sitting here,
know you're listening to nme -- fingers crossed. And
so | can hear your concerns and | can attenpt to
al l eviate your concerns. So that's why.

And this -- every case that goes by, you
decide the I ower hanging fruit and so we continue to
deal with nore and nore conplex issues. So this is
the opportunity to engage you and attenpt to educate
you on our view and try to alleviate your concerns.

So given that, MECG filed this petition
because it recognized that utilities have routinely
sought and received deferral accounting for costs.

Dozens of tinmes the Conmmi ssion has allowed a utility

TI GER COURT REPORTI NG LLC 12
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to defer costs. This deferral of costs works to the
benefit of utility shareholders. Wat it does is has
the practical effect of inflating current earnings and
simul taneously inflating future rates.

So ratepayers don't like deferral of
costs, but it's happened and it's happened repeatedly.
And no utility has relied nore upon the deferral of
costs than KCP&L and GMO. But all al ong, MECG
realized that there woul d beconme a day of reckoning.
There woul d cone a day when an event -- an
extraordi nary event caused savi ngs.

And Staff even noted this. Staff has
filed testinony and they have data requests in this
case saying that it is appropriate to defer savings
when the savings result froman extraordi nary case.

So that event has occurred. The day of reckoning has
occurred and the ratepayers are here now sayi ng you' ve
deferred costs; nowit's tine to defer savings.

The retirenent of Sibley is an
extraordi nary event and the Conmm ssion should be
equally willing to apply deferral accounting for the
benefit of ratepayers as it has been to apply deferral
accounting for the benefit of sharehol ders.

| knew that GVO woul d oppose this

request. After all, GO wants to keep tens of

TI GER COURT REPORTI NG LLC
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mllions of dollars of retirenent savings solely for
its benefit. What | didn't know was the hypocrisy GVO
woul d denonstrate when it argued against a deferral of
savings. Now, | don't use that word lightly, but it

i s hypocrisy.

As | nentioned, nore than any ot her
utility, KCP& and GMO have sought and relied on the
deferral of costs. Therefore, there are |ots of
previ ous KCP& and GMO applications where they' ve
stated what their positions are on deferrals. And |
reviewed a lot of them And what | saw is hypocrisy.

| feel confortable saying that argunents
and positions that GMO is taking today are argunents
and positions that they criticized and rebutted in
previ ous cases where it was the deferral of costs.

So let's nove on to ny presentation.

What am | going to talk about? First, | want to talk
about the basis for the Conm ssion's use of a deferral
accounting. | wll discuss the Uniform System of
Accounts and what it provides. And the Uniform System
of Accounts has been adopted by rule by the

Commi ssion. So it's very relevant in this matter.

| will also discuss the Conm ssion's
orders where they attenpt to clarify and apply the

Uni f orm System of Accounts on extraordi nary events.

TI GER COURT REPORTI NG LLC 14
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| wll then provide you a sumary of
evi dence and show you how the evidence dictates that a
finding of the retirenent of Sibley is extraordinary
and that the savings should be deferred.

Next, | want to nmake a fairness argunent.
And what I'mgoing to try to do is provide you sone
graphics to show you how deferral of costs occurs and
show you how the issue in this case is franed. From
this -- these graphics, | hope you have a better
under standi ng of what the true issue is in this case.

Finally, I will discuss the argunents

that GVMO and Staff make in opposition to MECG s

posi tion.

I was hopi ng Conmi ssi oner Col eman woul d
be here because | wanted her to see this and I'Ill tell
you why. | wanted to provide sone pragnatic

information. For anyone that's been listening to MECG
and the Comm ssion and before the General Assenbly,
you know that M ssouri rates are skyrocketing.

M ssouri rates, since 2006, have
I ncreased close to 68 percent. The national average
rate has increased |less than 32 percent. So M ssouri
rates have nore than doubl ed the national average over
the last 13 years. This is troubling for businesses

in Mssouri and should be troubling to you as wel|.

TI GER COURT REPORTI NG LLC 15
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| discuss Mssouri rates because this is
a Mssouri issue. This isn't solely a GMO i ssue.
QG her utilities wll undoubtedly digest the
Commi ssion's decision in the -- this case. In fact,
Anreren's attorney is listed on the service |ist
because they're watching this case.

This is a Mssouri issue. Lots of
M ssouri utilities are scheduled to close power plants
in the near future and what you do here dictates how
they will handle that. WII they close it based upon
a consideration just of economics? O wll they close
it based upon how they can maxi m ze the savi ngs and
earnings to thenselves? This is a Mssouri issue.

Now, recently | saw a video of an
I nterview that Conmm ssi oner Col eman had di scussing
poverty at a recent NARUC summit. In that interview,
Comm ssi oner Col eman pointed out that there are
concerns of affordability and inpoverished peopl e.
Specifically Comm ssioner Col enman recogni zed t hat
Conmmi ssi oners shoul d think outside the box and
consi der issues of poverty and affordability. She
encour aged Conmm ssioners to consi der approaches
brought by the consumer advocate.

Well, this is one of those instances.

The residential, Public Counsel, and industri al

TI GER COURT REPORTI NG LLC
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consuner advocates are before you today presenting an
I ssue that can have a dramatic effect on rates and, as
a result, an effect on affordability of rates.

The issue is whether utilities, based
upon nothing nore than timng a retirenment of a power
pl ant, should be able to keep all the savings or
should it be tinmed based upon econom cs and those
savi ngs, because it's an extraordinary event, flow
back to ratepayers? It affects affordability. Not
only for GMJ s custoners but for all M ssour
cust oners.

In general, the Uniform System of
Accounts requires a utility to book profits and | osses
in the period in which they are incurred. Sections
434 and 435 provide an exception for extraordi nary
itenms. So what is an extraordinary iten? Genera
I nstruction Nunber 7 tells you. It says that
extraordinary itens are those events, quote, which are
of unusual nature and infrequent occurrence, end
quot e.

| nportantly -- and | will discuss this in
nore detail later -- the Uniform System of Accounts
applies both equally to itens of profit and itens of
loss. As | nmentioned, the Comm ssion has routinely

allowed the deferral of a | oss caused by extraordinary

TI GER COURT REPORTI NG LLC
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costs. Losses related to extraordi nary costs have
been routinely deferred for the benefit of utility
shar ehol ders.

But the Uniform System of Accounts al so
applies to the deferral of extraordinary savings. It
al so applies for the benefit of ratepayers. But GVO
says no. GVD says that the deferral of savings is,
quot e, inappropriate, end quote.

l"mgoing to discuss it later, but the
Uni form System of Accounts clearly applies both ways.
It's appropriate to defer costs from extraordi nary
events, but also savings fromextraordi nary events.

So the Uniform System of Accounts all ows
for events -- allows for the deferral of costs and
savings for events of unusual nature and infrequent
occurrence. How has the Conmm ssion applied this
standard? In previous cases, the Commi ssion has
| ooked at whether the event is, quote, ordinary and
typi cal, not abnormal and significantly different, end
gquote. In another case, the Comm ssion | ooked at
whet her the event is, quote, rare, unusual and
i nfrequent.

So is the retirenent of a generating unit
like Sibley an extraordinary event? To say it another

way, is the retirenent of Sibley, quote, ordinary,

TI GER COURT REPORTI NG LLC
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typi cal, frequent or unusual? The undi sputed evidence
here shows that GVO has not retired a generating
station in over 32 years. How can that activity be
consi dered ordinary, typical, frequent or -- or usual?

It can't be logically argued that this
doesn't fall within the definition of extraordinary
items. Therefore, there should be no dispute that the
retirement of Sibley is extraordinary and the effects
of that retirement should be deferred for later
consi der ati on.

G ven that the retirenent of Sibley is an
extraordi nary event, the savings associated with the
event should be deferred. What savings are we tal king
about? MECG asserts that this should be all savings,

I ncl udi ng operati on and mai nt enance cost savi ngs,
property tax savings, payroll savings and the capital
costs of the Sibley investnent.

Now, | want to be very clear about what
we are seeking here. W are not saying in this case
today that you say that all savings flow back to
custonmers. That's not how AAO cases work. Wat we're
saying here is sinply defer the savings. Capture it.
And then nake a decision on how they flow back to
custoners | ater

In the next rate case, the Comm ssion
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will be faced with how do we handl e the undepreci at ed
investnment in the Sibley units. Are you going to
continue to give themrecovery of that? Wll, we're
saying you should have all the pictures to that
financial decision at that point in tine. Not only
how do you handl e the cost of the Sibley retirenent,
but what about the offsetting savings?

In a recent Lacl ede case, the Conm ssion
said -- they handl ed an issue regarding the profit on
the sale of the Forest Park building that Lacl ede had,
but you offset it with previous anobunts. And that's
what we're saying here. Take all the financi al
picture, be able to consider all the financial
effects. Don't bury your head in the sand and
consi der one aspect |like GMO wants you to do but
ignore all the other aspects because they happened in
a previous case.

So that's all we're asking for here.

W' re asking you to defer the savings and then nmake a
deci sion on how to handl e those savings in the next
rate case. That's what an AAO case does. W are not
saying here return themall to ratepayers.

| indicated that deferral of savings is
di ctated by the application of the Uniform System of

Accounts and the Comm ssion's previous deci sions.
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Deferral of savings is also dictated by notions of
fairness. In the past, the Comm ssion has routinely
granted the deferral of costs associated with the
construction of power plants.

I n Case Nunber EO 2005-0322 and
EU- 2011- 0034, the Conm ssion provided for deferral of
costs associated with the latan unit. The Comm ssion
al so all owed the deferral of costs associated with the
renovati on of power plants. In Case Nunbers
EO 2005- 0329, EU- 2014- 0255 and EO 91-358 the
Conmi ssi on has all owed KCP& and GMO to defer costs
associated with the renovation of latan 1, La Cygne
and Si bl ey.

After repeatedly being all owed to defer
costs associated with power plants, GMO now opposes
the deferral of savings associated with those sane
power plants. Effectively, GV is taking the position
that the deferral of costs for the benefit of
sharehol ders is good, but the deferral of savings for
the benefit of ratepayers is sonmehow, in their words,
guot e, i nappropriate.

"' mnow going to attenpt to graphically
explain to you what an AAO does. |'mgoing to apply
this to all phase -- three phases of the -- of a power

pl ant; the construction, the renovation, and then the
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retirement. |'mhoping that this will not only franme
the issue in your mnd visually, but also denonstrate
the fairness argunent that |'ve been referring to.

So here's how normal rate-nmaking works.
You have an event occur. For the power plant, the
construction phase. And the construction happens, but
due to sone lag, getting a rate case filed, a rate
case done, there's necessarily | ag between when the
construction is conpleted and when rates are approved.

And under normal rate-naking, these costs
aren't reflected until the rates are approved.
Simlarly, under nornmal rate-nmaking, renovation
happens, but there's sone |ag and those costs aren't
reflected in rates. Still rates are approved. And
finally, normal rate-nmaking, retirenment happens, rates
are approved and they finally get into rates.

Let's break this down into three phases.
So you see here just the construction phase.
Construction is conpl eted under nornmal rate-nmaking.
Rat es are approved sone tine after. And that's when
the costs are reflected in rates. But the costs are
real. Once the utility finishes the power plant, the
costs are real. And they have to start booking
depreciation and they're not allowed to earn any

return. So between when construction happens and when
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rates are approved, they are realizing actual costs.

So the utilities didn't |ike this.

The -- the utility said we can't have this and started
asking for a deferral. So the Comm ssion started
allowing deferring -- deferral of costs associ ated

Wi th construction.

And you see that here. Wat -- what
effectively happens is you magically make it as if the
construction was conpleted on the sane day that rates
are approved. So the value of the AAOis shown in
this box. It -- it shows up in the fact that the
deferral of costs happens until rates are approved.

So that's the value of the AAO. And this is for
construction of a power plant.

Sane thing with renovation of the power
plant. Wat you see here after the construction AAO
happened, the power plant did a renovation. But those
costs aren't reflected in rates imedi ately. There's
sone | ag.

Again, the utilities didn't |like that, so
they asked for deferral of renovation costs. And
again, it magically nmakes it as if the timng of the
renovati on and the effectiveness of rates happened on
the same day. And this, like | said, is a real thing.

The Conm ssion has repeatedly granted deferral of
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costs for power plants; both for the construction and
for the renovation of the power plant.

Now, let's |look at the retirenent.

Agai n, after getting construction AAGCs, after getting
renovati on AACs, now we're dealing with the final
phase of a power plant, the retirenent. And again, if
you don't do anything, under nornmal rate-making, the
savi ngs associated with the retirement will not be
reflected until rates are done. But the retirenent
has al ready occurred.

So what we're asking for is treat it the
sane way as you did construction and for renovation.
G ve deferral treatnent and allow the savings to be
booked and nmake it as if magically the retirenent
happened at the sane tine rates went into effect.

So here's what the issue in the case is.
You' ve done construction AAGCs. You' ve done renovation
AAGs. And under both of those, you went, as you can
see, with deferral treatnent. Now we're dealing with
the retirenent. And the question is, do you use
deferral accounting, as MECG and OPC suggest? O do
you use normal rate-nmaking?

And this is the fairness argunent that |
tal ked about. That it's seemngly unfair, in ny mnd,

to allow deferral treatnent of both construction and
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renovation for the benefit of sharehol ders, but then
deny it when it works for the benefit of ratepayers.
So graphically this is the issue. Gaphically this is
the fairness argunent that I'mtrying to make you see.

So how does GMO argue agai nst this?
First, GVO states that the deferral of savings, quote,
IS i nappropriate, end quote. Second, GVO states that
the determ nation of whether an event is extraordinary
shoul d be based upon the electric industry and not
based upon whether it is extraordinary specifically to
GVo.

Third, GVO argues that the quantification
of costs in MECG s testinony is, quote, erroneous, end
quote. Fourth, GVO argues that the retirenent of
Sibley is not extraordi nary because, quote, it was
antici pated and communi cated well in advance, end
quote. Finally, GMO argues that MECG failed to
consi der GVO s earni ngs.

Let's take themone at a tine. Contrary
to GMJ s assertion, the deferral of savings is not
I nappropriate. As | nentioned, GMOis effectively
claimng that the deferral of costs for the benefit of
sharehol ders is appropriate, but the deferral of
savings for the benefit of ratepayers is sonehow

I nappropriate. But as | pointed out earlier, the
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Uni f orm System of Accounts applies equally to, quote,
both itens of profit and loss. So it's not
I nappropri ate.

Staff agrees with MECG on this issue.
Staff has previously filed testinony on this very
point. And in its previous testinony, Staff Wtness
A igschl aeger specifically stated that, quote,
consi stent treatnment of both financial benefits and
detrinments is appropriate when considering deferrals.
Be fair. Be consistent. Allow deferral of both costs
and of savings. |It's appropriate.

The Conmm ssion al so agrees on this issue.
In a recent -- whoops -- in a recent Enpire tax case,
this five-nmenber Conm ssion addressed whet her the
deferral of savings is appropriate associated with the
reduction of the Federal Tax Act. There the
Comm ssion stated that, quote, it would still be
appropriate for the Conmm ssion to exercise its
authority to order Enpire to establish an AAO for that
peri od, end quote.

Notice that in contrast to GMJ s current
argunment the deferral of savings is inappropriate,
both the Conmmi ssion and the Staff has stated that the
deferral of savings is, in fact, quote, appropriate.

Thei r words. Not m ne.
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Next, GMO argues that in determ ning
whet her an event is extraordinary, the Comm ssion
shoul d I ook at the industry and not whether the event
I's, quote, unusual or infrequent to GVO specifically.

GVO spends the entirety of M. Rogers’
testinony on this m splaced assertion, and nuch of
M. lves' testinony. But as M. Meyer points out in
his surrebuttal, the experience of the industry, is,
quote, entirely irrelevant as far as the Uniform
System of Accounts is concerned, end quote.

The Uniform System of Accounts is very
clear on this issue. And |I've provided you a quote
here. Specifically -- specifically you are to | ook
for, quote, events and transactions of significant
effect which are abnormal and significantly different
fromthe ordinary and typical activities of the
conpany.

It doesn't say anything in the Uniform
System of Accounts about the industry. It says is
this extraordinary -- is this abnornal and
significantly different fromthe activities of the
conpany. Not only is the Uniform System of Accounts
clear on this matter, but previous Conm ssion orders
al so indicate that GMJO s argunent is m spl aced.

Repeatedly despite GMOJ s current novel
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assertion, the Comm ssion has granted AAGCs for events
that were usual and frequent for the industry but were
still considered unusual for the particular M ssouri
utility. For instance, in 2011, the Conmm ssion
allowed GO to defer the effects associated with the
construction of latan 2. But the construction of
power plants was usual and frequent in the industry.
But the Conm ssion allowed the deferral because it was
extraordinary for GO, not for the industry.

In fact, M. Meyer in his testinony shows
you that over the previous 30 years, over 2,700 fossi
fuel plants had been built. It was usual and frequent
in the industry, but the Conm ssion allowed deferral,
allowed a finding of extraordi nary because it was
extraordi nary for GVO

Simlarly, the renewabl e energy standard.
The Conm ssion all owed deferral of renewabl e energy
standard costs for GVO even though it was usual and
frequent in the industry. In fact, at the tine
38 states had enacted those. But the Conm ssion found
this is extraordinary for GMO

Y2K costs. Everybody and their nother
wer e experiencing costs associated with Y2K.  But
M ssouri utilities were given deferral of costs

because it was extraordinary to that utility.
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Finally, the reduction in federal tax
rate; and | tal ked about that. In fact, GVO has
recogni zed this thenselves. In 1991, GMO expressly
acknow edged that the extraordinary standard is based
sol el y on conpany experience.

There, in sonme cross-exam nation in
the -- in the Sibley renovation case was this question
and answer: Quote, Then is extraordinary a relative
t erm dependi ng upon, for exanple, the size of the
conpany involved? Specific to the conpany.

GVO s witness, M. Brooks, says: Yes, it
Is. | think that it has to be taken into
consideration. W have a different circunstance in
our division than other utilities may have in the
st at e.

Clearly they' re saying there that
extraordinary is based upon the conpany, not based
upon the industry.

Prior to filing its testinony in this
case, GVO agreed. MECG submtted a nunber of data
requests to GMO in this case. Sone of these GVO
objected to. |In those objections, GMO expressly
acknow edged that it's the effect on the conpany.

Specifically, GMO objected to sone data

requests on the basis that, quote, it is, quote,
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unusual -- that the only inquiry was whether the ret--
retirenment is, quote, unusual, abnornmal and
significantly different fromthe ordinary and typica
operati ons of the conpany.

GVD was objecting to data requests
because they thought it didn't go to whether it was
extraordinary for the conpany. So GMO recogni zed t hat
extraordi nary should be determ ned based upon the
ordinary and typical operations of the conpany and not
the industry. So GMO s assertion in this regard is
entirely self-serving and shoul d be ignored.

Movi ng on, quantification of savings.

GVD asserts that MECG cost savings are, quote,
oversinplified, erroneous and overstated, end quote.
But as | said previously, the quantification of
savings is premature and not an issue in this case.

Hi storically, the Comm ssion has only
| ooked at whether the event is extraordinary and then
only asks for a basic calculation to show that the
anount exceeds a materiality standard. The Commi ssi on
didn't want to nmess around with the deferral of
trivial costs and savings so they asked is this nore
than 5 percent? They didn't ask for an exact
quantification. Does it neet a threshold and then

we're done with it.
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And then in -- in this case, no one has
chal l enged the materiality. As M. Meyer points out,
guote, ny cal culation of cost savings is very
conservative and only for purposes of show ng that the
deferred amobunt will exceed the Conmm ssion's
hi storical materiality standard, end quote.

As | said, no one's challenging that
these costs are material. Your inquiry then is
limted tois it extraordinary. Quantification wll
come later. As | say here, it's premature.

Mor eover, under any circunstance, the
actual savings cannot be exactly quantified at this
point in time. The savings are continuing. Let's
thi nk about this. Sibley was shut down or was retired
in Septenber. But there are ongoing activities to
close it. They are noving the coal pile fromthere
to -- up to latan

So it wasn't as if on day one they | ocked
t he door and enpl oyees stopped show ng up. Sone
enpl oyees m ght have stopped showi ng up, but there
wer e ot her enpl oyees that were getting the place shut
down. So the savings can't be nailed down right now
The savings are conpoundi ng every day.

So that is why we're saying that it's

premature to | ook at whether -- what savings are.
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It's premature to expect an exact quantification at
be-- at this point in tine.

| reviewed a nunber of KCP&L and GVO
applications on AAGCs, and | can't find a single
instance in which a utility was required to exactly
gquantify costs or savings at this point in tine. 1In
fact, here are two of GO s AAO applications. In
EU- 2012- 0131, GWO sought to defer renewabl e energy
standard tine -- costs.

At that tinme GMO sinply said that their
es-- that it was, quote, an estimate, end quote. No
one required themto provide an exact quantification
at that time. At this stage of the ganme, it's only
estimating.

SSmlarly, in 2012 -- in EU 2012-0130,
KCP&L sought a deferral of flood costs. KCP&L in the
application didn't provide an exact quantification.

I nstead, KCP&L sinply said that, quote, this anount
wi Il be revised once final costs are determ ned, end
quot e.

So it seens to nme a little bit
hypocritical, as | said, for GMO to expect MECG to
have an exact quantification of savings when they file
deferrals and say we can provide just estinmates.

Gven this, | challenge KCP& and GMO to
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provide a single instance in which an electric utility
has provided an exact quantification of costs and
savings tho-- that it now expects from MECG In any
matter, M. Meyer wll be here later to discuss the
issue and will take any questions regarding the
gquantification of costs.

Next, GMO suggests that the retirenent of
Si bl ey cannot be extraordinary since it, quote, was
antici pated and communi cated well in advance, end
quote. Noticeably, however, that standard that they
now seek to inpose in this case is not found in the
Uni form System of Accounts and has never been utilized
I n any previous Conm ssion cases.

In fact, GO s responses to several MEC
data request denonstrate that this notion is just a
recent innovation of GVO designed to avoid having to
defer savings. MECG asks GMO to provide citations to
the Uniform System of Accounts or previous Conm ssion
orders for the notion that, quote, anticipated and
communi cated well in advance was a consi derati on.
Interestingly, GVO could not provide a single
citation. Instead they sinply state it was their,
qgquot e, opinion, end quote.

So this requirenment that they now seek to

I npose is found nowhere in the Uniform System of
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Accounts or in previous Comm ssion orders. And | say
It's not fo-- contained in any previous Conm Ssion
orders because |'ve | ooked at previous Conm ssion
orders.

And what do those previous Commi ssion
orders say? Previous Conm ssion orders say that the
Comm ssion will defer costs routinely for events that
are antici pated and communi cated well in advance. And
GVD recogni zes this in several data requests.

In fact, when GVO renovated Sibley in
1991, that was communi cated and antici pated. Wen
they install ed new scrubbers at the Sioux plant, that
was antici pated and conmuni cated. GMO s construction
of latan 2, the same way. GMO costs renewabl e energy
standard. Everybody knew t he renewabl e energy
standard was anticipated. Y2K costs; antici pated.
Col d Weat her Rule; anticipated. Reduction in federal
tax rate; antici pated.

The Comm ssion routinely allows for the
deferral of costs for events that are antici pated.

But GVO now wants to say no, you can't defer things
that were anticipated. But the Commi ssion and the
uni form System of Accounts say different.

GVD earnings. Final argunment. GMVO

argues that MECG failed to consider its earnings in
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requesting the deferral of the Sibley savings. The
Conmm ssion directly on point has acknow edged t hat
consideration of earnings is, quote, irrelevant to a
request for the deferral of costs or savings.

In 1991 -- and M. digschlaeger wll
tell you nore about this later. In 1991, Staff argued
that the Comm ssion should consider a utility's
earnings in such deferral cases. At that time GVO
argued agai nst any consideration of utility earnings.
Utimately the Comm ssion stated that, quote, Staff's
enphasi s on whether a utility was earning above its
authorized rate of return is a rate case issue and
best left for rate case review, end quote. It has no
pl ace here.

In data requests, Staff agrees with MECG
that the utility's earnings are irrelevant to this
case and we'll talk about this nore |ater.

Again, this is an argunent that GVO has
previ ously fought against, but now amazingly enbraces
when we're seeking the deferral of savings. Like its
ot her assertions, | challenge GV to provide a single
Conmmi ssion AAO order in which the utility's earnings
wer e consi dered.

Nevert hel ess, M. Myer questions GMJ s

assertion -- assertion regarding earnings. It is
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i nportant to recogni ze that GMJO s quantification is
based entirely on actual results. GVO has not
conducted any normalizations or considered weat her.

The Conm ssion has previously pointed out
that any cal cul ati on of earnings w thout at |east
normal i zing for weather is irrelevant. Moreover, in
light of the fact that GVO operates under several
utility-friendly mechani snms, how can they not be
earning its authorized return?

Thi nk about this. They just agreed to
reduce rates in Septenber of |ast year, effective in
Decenber of last year. And since that tine, they
operate under a Fuel Adjustnent C ause. They operate
under Plant in Service Accounting. They operate
currently where they get to keep all savings fromthe
nmerger wwth Westar. How is this conpany not earning
its authorized return? It has everything in its
advant age.

The other utilities -- Enpire is waiting
till the last mnute before it files because it's
earning its authorized return. How can you not earn
your authorized return in Mssouri now when you have
Fuel Adjustnment C auses, PISA, allowed to keep all the
nerger savings? But GMO given nunbers that are not

audited in any way, clains we're not earning our
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aut hori zed return. Under any event, it's all
I rrel evant because the Conmi ssion has told us so.

GVO agreed initially. Early on,
anticipating this argunent, | filed sone data requests
with GMOtrying to get at what their earnings were. |
t hought they m ght argue about this so | asked them
sone data requests regarding earnings. And you know
what they said? They said you can't do that because
data requests regardi ng earni ngs are, quote,
irrelevant. This is their objection. They said your
data requests, quote, are not relevant, end quote.

So |l tried to inquire of this. | thought
they would argue this. And they told ne no, it's not
relevant to this case. Only later, when they filed
their Rebuttal Testinony, did this argunment amazingly
pop up. So they're pretty self-serving. Like |I said,
pretty hypocritical in the way they bounce back and
forth case to case and even within this case as to
what they think should be consi dered.

Brings us to Staff's position. 1've
al ready hi ghlighted a nunber of points where Staff is
in agreenent with MECG  Staff agrees that earnings
are irrelevant in an AAO case. Staff agrees that the
grant of deferral accounting has not only been |imted

in the past to costs that are unanticipated, as GVO
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suggests. Staff agrees that the deferral of savings
and not sinply the deferral of costs is appropriate.

Finally, while Staff suggests that the
retirement of Sibley is not extraordinary here, Staff
agrees that the recognition of savings nmay be
appropriate under cer-- certain circunstances in the
future associated with the Sibley case.

So what is the mmjor point of
di sagreenent between MECG and Staff? As | indicated,
Staff asserts that the Sibley retirenent is not
extraordinary. Wy do Staff and MECG reach such
radically different opinions on this issue? How can
MECG say that this is extraordinary, but Staff say
that the retirenent of a power plant is not
extraordi nary?

Staff clainms utilities, quote, are both
constantly adding new plant itens to its system and
constantly retiring other plant itens, end quote.
Gven this, the constant addition and retirenment of
plant itens, Staff asserts that additions and
retirenents to plant are, quote, routine and typica
operations of a regulatory utility and, therefore, not
extraordi nary.

How do you reconcile Staff's claimthat

the retirenents are being done constantly with the
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fact that GMO has not retired a generating unit in
32 years? Staff's saying this is done constantly.
But GVO hasn't retired a power plant in 32 years.

Notice that Staff -- you got to | ook
carefully at the words Staff use-- uses. Notice that
Staff sinply states that plant assets, end quote, not
generating plants, are added and retired routinely.

As M. Meyer points out in his testinony,
Staff conflates the ideas of retiring generating
plants, |ike we're tal king about, with the notion of
retiring other day-to-day electric plant. So Staff
| unps generating plants, which are very, very sel dom
retired, with the retirenment of conputers, power
i nes, pole transforners, desks and other general
pl ant .

Staff -- Staff lunps it all together. By
lunmping all assets together, Staff is able to reach
its desired conclusion. As M. Meyer further
expl ai ns, however, electric utilities, including GVO,
routinely treat power plants nuch different than
any -- than other electric plant, |ike conputers.

As M. Meyer posits, when was the | ast
tinme that the retirenent of a conpany conputer, the
retirement of a power line, a pole transformer or

general plant was communi cated in press rel eases?
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That doesn't happen. The retirenent of a power plant
IS a uni que beast.

Al ong these lines, GMO found it necessary
to notify the world and the investnent community that
it was retiring Sibley. Wwy? |If they're doing this
every day, why tell the world? Because they know the
retirenent of a power plant is a uni que beast.

Unfortunately, Staff failed to recognize
a simlar distinction when it established its
position. But the Conm ssion has recognized this
di stinction. The Comm ssion has recogni zed that
there's a difference in power plants and a difference
in the retirenent of other things.

As Staff notes, the utility's constantly
addi ng new plant and retiring plant to its system
Despite the day-to-day occurrence of the addition of
pl ant, the Conm ssion allowed for an AAO associ at ed
with the addition of latan 2. How can this be? If
they' re adding plant on a day-to-day basis, why did
the Commission allow -- find it extraordi nary when
they added a power plant? It's happening all the
time. Staff tells you it's happening all the tine.

But the Comm ssion said it's extra--
extraordinary to add a power plant. [It's unusual.

It's infrequent. |It's rare to add a power plant. The

TI GER COURT REPORTI NG LLC 40
WAV TI GERCR. COM  573. 999. 2662



© 00 N oo o b~ wWw N PP

N D N N NN P B P P P PP PP
a A W N P O © 00 N O 0o A W N —, O

EC-2019- 0200 VvO.. |

Conmm ssi on recogni zes a distinction between power
plants and all the other stuff that the utility adds.
The Conmm ssion recogni zed it when GVO added t he

latan 2 generating station. The Conm ssion recogni zed
it when GNO - GMO renovated Sibl ey.

And the renovation is an addition. |[It's
sinply taking stuff there and adding to it. So they
recogni zed it there. They also recognized it when
Aneren added Si oux scrubbers; another addition to the
utility's plants. The Commission said this is
extraordinary. This isn't day-to-day. The Commi ssion
recogni zed it when La Cygne had an environnental
I nprovenent. Again, doesn't happen every day.

The Comm ssion has recogni zed t he
addition of a power plant or its inprovenents as
entirely different fromthe addition of other pieces
of plant. For the sane reason, if the addition of a
power plant is sonmewhat uni que, shouldn't the
retirenent of a power plant be unique? Shouldn't the
fact that GMO announced to the world it was retiring
it, not just retiring another desk, nmake it unique,
make it extraordinary, nmake it unusual, make it
i nfrequent ?

Again, Staff failed to recognize the

Conmm ssion's previous gui dance on this and |unp power
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plants in wth desks and conputers and everything el se
and say you retire stuff every day; it's ordinary.

Last thing | want to do -- this is ny
last slide. | want to conpare two situations. | want
to conpare when GVO added latan 2, conpare the facts
of that case and conpare the retirenent here and go
through all the criticisns that are raised nowto try
to stop the deferral of savings.

As you can see, both events -- the first
criteria was, was the event usual in the industry?
That's one of GO s assertions here. But they'll tell
you that the construction of latan 2 was usual in the
i ndustry. In fact, M. Myer tells you that over
2,000 generating plants were built.

It was -- so the construction of a power
pl ant was usual in the industry and the Comm ssion
allowed for the deferral. Simlar, the retirenent of
this generating station is also usual. So it checks
bot h those boxes.

Second. Was the event anticipated and
wel | conmmuni cated? GMO concedes this in a data
request that I'Il give you later. Yeah, the
construction of latan 2 was anticipated. Simlarly,
this retirement is anticipated.

Were earnings considered? latan 2
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earnings weren't considered. It was a deferral of
costs. Uility didn't want to consi der earnings.
Ear ni ngs shoul dn't be considered here. So both those
are no.

WAs costs or savings quantified in the
AAO case? Costs weren't quantified in that case with
latan 2. They sinply asked for a deferral and the
Comm ssion gave them And the quantification canme in
the later case, 2012-0175 case. Simlarly,
quantification shouldn't occur here. It should occur
In the next rate case.

Final thing is were retirenents and
addi ti ons being done frequently? Retirenents and
additions are done all the tine. Staff told you so.
But power plants are different. So construction of
latan 2 was considered extraordinary. Simlarly the
retirenment is extraordinary of Sibley.

So if we're checking all the sane boxes,
why shouldn't this savings fromthis be deferred? |Is
the only difference sinply the fact that the
Comm ssion will extend such treatnment for the benefit
of utility earnings and sharehol ders, but not for the
benefit of ratepayers? | doubt that's it. So if
they're all the sanme, defer the savings here. That's

nmy presentation.
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COMM SSI ONER KENNEY: |Is that your
| ongest ?

MR, WOCDSMALL: May be.

JUDGE WOCDRUFF:  Chai r man?
BY CHAI RVAN SI LVEY:

Q Thank you. | just have a couple quick
guestions. So just for the record, the Sibley
generating units are not currently operating.
Correct?

A The Sibley generating units quit
operating the day after GVMO filed surrebuttal in the

rate case.
Q Wi ch was what day?
A Septenber 5th. They filed surrebuttal on

Septenber 4th, quit operating on Septenber 5th.
Haven't produced a kilowatt hour of electricity since.

Q kay. |s the Conpany allowed to receive
a recovery of and on a plant that is not currently
providing electricity?

A A plant -- | don't want to quibble with
you. Wen you say a plant, you nean a plant that is
in construction? A plant that's no | onger operating?
There is a statute that says if you have a pl ant
that's in construction and that's not operating, you

can't earn anything on it. So there's a statute
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t here.

After a plant is retired, there is no --
there's been no determnation -- | don't know of any
rate case yet where there's been a decision fromthe
Conmmi ssion as far as how to handle return on and of a
plant that's retired wth a -- with a big in-- de-- a
bi g unrecovered investnent. So |'mdistinguishing, if
you see ny distinction.

Q Sure. No, | do. And -- and so al ong
with that, then statute is silent on howto treat that
as well?

A The anti-CWP statute does not address
the retirenent.

Q Ckay. Thank you.

JUDGE WOCDRUFF:  Conm ssi oner Kenney?

COMM SSI ONER KENNEY: No. |'m good.
Thank you.

JUDGE WOODRUFF:  Commi ssi oner Rupp?

BY COW SSI ONER RUPP:

Q Yeah. Morni ng.

A. Good norning, sir.

Q First, | have to comment that |I'm gl ad
that the torch has passed now to Conm ssi oner Col eman
for being quoted in all of your opening.

A | just want to show you guys | pay
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attention to what you say.

Q The torch -- the torch has been passed.

You commented on the Uniform System of

Accounts where you're -- you were stating that they --
they allow this type of treatnment because during the
current period of which are of unusual nature and
I nfrequent occurrence shall be consi dered
extraordinary itenmns.

A Correct.

Q It says "and" not "or. So your

testinony is that this is both unusual in nature of a

retirement of -- of a plant and infrequent occurrence?
A Correct. For -- for GVO the retirenent
of Sibley is unusual, it is infrequent, it is rare, it

Is all those adjectives that the Conm ssion uses.

Q Ckay. Also, you gave us a -- a -- a
hi story of KCP&L and GVO cases that had def ernments.

A Yes.

Q Only one of those was basically in the
purview of -- of any tinme any of us were -- were --
were on the -- on the Conmm ssion. How other -- how

ot her frequent has this Conm ssion provided AAGCs
across all the other utilities? | figured you m ght
have that rather than ne having to go |l ook it up.

A | -- I don't know of any cases yet where
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this five-nmenber Conm ssion has had to address the
construction or renovation of a power plant. Those
all occurred prior -- construction and renovation of
power plants aren't occurring now. You read the trade
rags; you see that they're being retired. They' re not
bei ng renovat ed.

So I don't believe that this Conm ssion,
even as far back as six years, so just Comm ssioner
Kenney, has had to address the deferral associ ated
Wi th costs associated with building or renovating a
power plant. So it all pre-- they' ve al ways preceded
this five-nmenber Comm ssion.

COW SSI ONER RUPP:  Ckay. | think that's
all | have at this tinme, Judge. Thank you.

MR, WOODSMALL: Thank you, sir.

BY JUDGE WOODRUFF:

Q | have a coupl e of questions as well.
A Yes.
Q Just to clarify, if the Comm ssion were

to order an AAOto be entered in this case, at what
poi nt would we need to nmake a determ nati on about how
much was bei ng deferred?

A Theoretically it would only cone up in
the next rate case. So what would you -- what you

woul d have is the Comm ssion says it's extraordinary,
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defer the savings. And GO can't file its next rate
case for two and a half years, whatever under the PISA
statute. So you have two and a half years where the
parties can analyze this, quantify what the savings
are.

And GVO says well, we need to know what
goes on the books. They never needed to know t hat
before. They -- they -- so GVO --

Q Now, if -- if they were to defer
20 mllion dollars or a half mllion dollars on -- on
their books, would it nake any difference when it cane
time for the rate case?

A No. The Comm ssion --

Q Wiy is that?

A -- isn't bound by what they put on their
books. So GVO could take the first shot. The
Comm ssi on says defer the savings. |If they feel the
need to put sonething on the books, then they nake a
gquantification of putting it on the books.

But in the next rate case if they

defer -- if they put 20 mllion dollars of savings on
t he books, that doesn't take -- stop the Conm ssion
fromanal yzing the savings, listening to the parties
say well, we quantified it at 22, we quantified it at

18. The Comm ssi on makes that deci sion.
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GVO can put on its financial books what
It believes the amount is. The Conm ssion's
determ nati on of what are the savings wll happen in
the next rate case. That's why I'msaying this isn't
a matter for this rate case. You know, this can be
decided | ater.

Q Ckay. Now, there was a suggestion made
this norning that we basically bifurcate this
proceedi ng and have a second proceeding in this case
to determ ne the amount of -- that should be deferred.
Do you agree with that?

A | want to be real clear what | think GVO
was saying. Bifurcate, nmake a decision is this
extraordinary. And we agree with that. Mke a
determ nation of it's extraordinary. Later we'l]l
determ ne what the savings are.

But savings is a two-prong inquiry.

First, you need to know how nmuch are they recovering
currently and then how much | ess do they incur, and
there's your savings. So if they had 10 dollars in
payroll costs -- and like |I say, one of those guys is
still working, you know, wrapping up things, helping
to nove coal and so you have 2 dollars of savings now,
anot her dollar of savings later. You know, that's all

done going forward.
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| f the Conmm ssion wants to have a second
part of this to determ ne how much is in rates now, |
don't have -- so they know what the baseline is to
conpare to, | don't have a problemw th that. You
know, at sone point it has to be done, but it's not
part of your determ nation as to whether to grant a
deferral. W can do that. | have no problens with
t hat .

But savings is a two-prong exercise. How
much is in rates now? How nuch do they incur going
forward? The anount they incur going forward is going

to be changing. So we can't quantify that exactly

Now.
Q But a baseline could be established?
A In a separate inquiry, sure.
Q In a separate inquiry. And would that
necessarily -- would it be appropriate to be -- nake

it part of this case or would it be appropriate to
have GVMO file an action if they felt it was necessary?
A | would say the latter. This case sinply
asks you to nake a determnation that its
extraordinary and to er-- order the deferral of
savings. |If GVO then wants gui dance fromyou as to
how to cal cul ate savings, do it in a separate case, do

it -- whatever, we can do that. But this case is
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solely focused on is it extraordinary and should
deferral of savings occur.
Q Ckay. Thank you.
A Thank you.
JUDGE WOCDRUFF: Chair, go ahead.
BY CHAI R SI LVEY:

Q Sorry, one final. You referenced a press
rel ease.

A Yes.

Q Do you know the date of that press
rel ease?

A Ch, they've had nultiple press rel eases.
They ha- -

Q The first press rel ease saying that

Si bl ey was going to close.

A No. | can find it for you. They -- they
had press rel eases saying -- and you probably saw it
in The Kansas City Star. W are going to close
Montrose, KCP&L side, and Sibley at sone point in the
near future.

So they had those preceding the event.
And then | believe there was -- at least in their FERC
Form 1, there was notice to the investnent community
that we did retire. So there was one preceding, then

there was one after it retired, so.
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Q Ckay. But you're not sure right now what
t he dates were of --

A No.

Q -- when they started to put that out to
the public?

A. The FERC Form 1, which tells FERC that we
actually retired it, is filed in April of 2019.

Whet her there was a separate notice of sone sort to
FERC preceding that, | don't know. \Wether there was
a separate notice to the SEC, | can | ook and I can get
that to you if you want that. But | don't know the
date of that.

Q Ckay. Thanks.

BY COWMM SSI ONER KENNEY:

Q | just had one brief question. Wat was
the early retirenment based on the projected life span
of the -- of Sibley?

A The -- the projected |ife span of Sibley
Is not a fixed nunber forever and ever and ever. |It's
not |like a nuclear unit where you get a 40-year
license. The fixed life span is just an estimte and
then you | ook at, you know, how are things breaking
down and how are you replacing things and -- so saying
how did it conpare to the life --

Q Can't do that?
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A -- the life span, you can't do it. It's
a changi ng nunber.

Q How many years was it in operation?

A M. Meyer has that in his Direct

Testinmony, and | can get that if you want.

Q That's fine. "Il -- 1"I1 look it up.
A But there are three units at Sibley. Two
of them-- | think they were all built in the '50s,

but it's like at page 6 of M. Myer's direct. He has
a table with all the units.
Q That's fine. ['Il wait for -- for him
A Ckay.
Q Thank you.
A You bet.
JUDGE WOCDRUFF:  Thank you.
MR, WOCDSMALL: Thank you.
JUDGE WOCDRUFF:  Opening for Public
Counsel .
MR, HALL: Good norning. And may it
pl ease the Conmission. M nane is Caleb Hall,
appearing on behalf of the Ofice of Public Counsel.
For the sane and additional reasons
rai sed by M. Wodsmall, counsel for M dwest Energy
Consunmers G oup, GMJO s retirenents of the Sibley units

I's deserving of an accounting order because the
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retirement is extraordinary and material .

But before | get into those el enents, |
want to tal k about the problemthat brings us here
today. We are here because custoners are paying for a
nonexi stent plant as if it was operational and giving
them benefits. Sibley is not generating any power at
this time, but it is generating a return for GVO.

That is to say, customers are receiving no energy, no
benefits of off-system sales, but are paying rates as
i f they are.

Ask yourself. How did this problem cone
to be? This cane to be because Sibley becane a
fictional plant when GVO chose to strand that asset
during a pending rate case. Not to be m staken as
sitting out on a potential issue. The OPC has
repeatedly tried to address the inmnent retirenent of
Sibley in multiple prior dockets.

We raised this issue of Sibley's
retirement in both a 2017 and 2018 -- 2018 IRP filings
with the Conpany. W again warned about the inpacts
of strandi ng such a huge asset in two separate speci al
contenporary topics filings.

In every instance GMJ s response was to
say that the retirenents may not actually occur. GVO

made this response despite a January 2017 press

TI GER COURT REPORTI NG LLC
WAV TI GERCR. COM  573. 999. 2662

54



© 00 N oo o b~ wWw N PP

N D N N NN P B P P P PP PP
a A W N P O © 00 N O 0o A W N —, O

EC-2019- 0200 VvO.. |

rel ease announcing the retirenent by the end of 2018.
When we raised this issue again during the -- GVMO s

| ast rate case |ast year, GVO responded that our
conclusion that Sibley was goi ng down was, quote, an
assunpti on.

GVO -- despite nmaking this defense, GVO
had actually started to shut down the plant in Cctober
of 2018; two nonths before GMJO s new rates becane
effective and two nonths before GVO -- GMJ s custoners
began paying for the operation and mai nt enance expense
of a fictional plant going forward. At the sanme tine,
GVD is now al so asking custoners to pay for the
retirement costs while they're still paying as if this
fictional plant is still occurring.

This is a problem And this problem can
be solved with the tool of an accounting order. Al
an accounting order will do is track these fictiona
costs in a transparent nmanner so that a future
Comm ssion will have all information available to
credit customers in the future as it sees fit.

Ordering deferral accounting nerely
preserves the accuracy of information |est to be | ost
to the passages of tinme. This is not retroactive
rat e-maki ng and this takes no actual dollars out of

t he hands of GMVO.
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After explaining that, let's switch back

to the gears -- let's switch gears rather and di scuss
the elenents of the Sibley test. | say the Sibley
test because this -- that was the noni ker coined by

t hi s Conm ssi on when judgi ng Accounting Authority
Order requests.

Thi s Conm ssion chose that nane because
the pro-- the progenitor case was judgi ng whet her or
not the costs incurred to extend the life of the
Sibley units was -- were extraordinary and materi al .
In that case, the Conm ssion did indeed find that the
costs incurred to extend the life of such a massive
generating unit were extraordinary and materi al .

In this case, no party here disputes the
materiality conponent of the Sibley test. And as you
just heard, MECG s counsel has expl ai ned why the
retirenment was extraordinary. W agree with
M. Wodsnmall and we believe that the retirenent of
Sibley is extraordinary because Sibley is different.

In this proceeding, OPC has offered two
W tnesses to speak to materiality and
extraordi nariness. M. Robert Schal |l enberg has been
offered on particularly both points. He has decades
of experience before this Commi ssion on both Staff and

OPC. He will testify to the rarity of retiring any
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base | oad generation unit, let alone in Mssouri.

M. Schal l enberg will al so explain the function of
accounting order, why retiring Sibley was materi al,
and the current state of GMJ s custoners bei ng charged
for a fictional coal plant while al so being asked to
bear the burden of a regqulatory asset being nade by

t he Conpany to enconpass the retirenent costs of this
plant as it's going down.

Dr. Geoff Marke, our office's chief
econom st, will testify on his participation in both
of GMO s prior IRP and special contenporary topics
filings. He will also speak on how one should
approach the extraordi nari ness standard within the
Sibley test and the particul ar uni queness of Si bl ey.

The Sibley unit re-- | remnd this
Conmmi ssion the Sibley units represented at | east a
third of GO s base |oad, with 150 mllion plus on the
conservative estimate -- estimate of depreciation |left
while this re-- while -- after this plant was retired
22 years earlier than projected fromjust the 2016
| RP.

That is bizarre under the Sibley test or
any other analysis. Uilities sinply do not shutter
t hat nmuch generation w thout announcenents, planning

and accounting. To abruptly termnate Sibley during a
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pendi ng rate case when just nonths prior they had
asserted that Sibley nay even operate past 2018 is
odd.

| should also add that in response to the
guestions the Conm ssion has offered this Mnday, |
have conscripted two nore witnesses in our batting
lignment -- lineup. W have Ms. Lena Mantle who can
testify to foregone revenues for the shuttering of the
plant. And M. John Robinett can al so speak to the
annual reports that the Conm ssion nentioned in its
guesti ons.

Finally, I want this Conm ssion to
consider the incentives other utilities may have in
the future. Wthout the corrective action of an
accounting order, | see no disincentive for any other
utility to keep a plant artificially in operation;
that is to say, treat it as retirenent for practica
pur poses, but not record it as retired until the
noment new rates are set and thereby burden their
custonmers with a fictional plant.

That risk can be resol ved today by
ordering an accounting order and recogni zi ng that
Sibley's retirement was re-- was material and
extraordi nary.

And again, it was. Retiring your |argest
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base generation unit is extraordinary. |It's
extraordinary in and of itself because custoners are
continuing to pay for a fictional coal plant. And
it's because w thout proper recognition -- recognition
of all those fictional costs custonmers are
contributing to, they may otherw se see -- receive no
credit.

For these reasons, OPC requests that this
Comm ssion order GMO to undertake deferral accounting
of the cost savings it is currently enjoying. Thank
you. | believe | have nothing further to offer other

t han what has been thoroughly provided by

M. Wodsmall. Oherwise, |I'mavailable for
questions. | will provide -- | will attenpt to
provi de coherent responses. |f they are nore
technical, | nmust ask that you -- that | -- that you

inquire of the witnesses Public Counsel has provided.
JUDGE WOCDRUFF: M. Chai r man.
COMM SSI ONER KENNEY:  No questi ons.
Thank you very nuch.
BY JUDGE WOODRUFF:
Q | have -- | have sonme questions simlar
to the questions that | asked Mster -- M. Wodsmall.
I f the Comm ssion does order an AAQ, at what point do

we need to establish a baseline and a determ nati on of
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how nmuch is -- should be deferred?

A | agree with M. Wodsnall that that
would normally be left to a |ater proceeding in the
next rate case. However, |I'malso inpatient. W have
the wi tnesses available now W've witten the
testinony. W can testify to that right now today or

tonorrow as tinme permts.

Q Okay. Up until the notice that cane out
on Monday, were -- was that your plan to do that?
A In response to the notice, yes.

Q Okay. All right. Thank you very nuch

JUDGE WOODRUFF:  Opening for Staff.

M5. ASLIN. Good norning. My it please
the Comm ssion. M nane is Casi Aslin and | am here
representing Conm ssion Staff.

GVO s nost recent case, ER-2018-0146, was
recently conpleted. The case was resolved via four
unopposed Sti pul ati on and Agreenents, which the
Conmm ssion treated as unani nous and approved. The
rates went into effect on Decenber 6th, 2018.

Sibley units 2 and 3, the boiler unit
fromunit 1 and common plant were retired in Novenber
2018 after the true-up date in this case. So GVO s
rates currently include costs related to Sibl ey.

It is inportant to note as stated in
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paragraph 6 of the conplainant's petition, GMO had

al ready announced the inpending retirenent of Sibley.
In fact, all of Sibley unit 1, except the boiler, had
been retired on June 1st, 2017. Thus, during the rate
case, parties were aware of GVO s general plans,

t hough a specific date had not yet been announced.

On Decenber 28th, 2018, OPC and MECG
filed their petition seeking an AAOrelated to the
retirement of Sibley. The petition requests that the
Comm ssion, quote, order GMOto record as a regul atory
liability in Account 254 the revenue and the return on
the Sibley unit investnents collected in rates for
non-fuel operation and nai ntenance cost taxes,

i ncl udi ng accunul ated deferred incone taxes and all
ot her costs associated wwth Sibley units 1, 2 and 3
and conmon pl ant.

OPC and MECG have failed to prove that
GMO s retirenent of Sibley neets the standards for an
AAO. For cost or savings to be deferred under an AAQ,
first and forenost, the associated event nust be
extraordinary. Then the costs involved nust be
mat eri al .

There's no argunent in this case that the
savi ngs revenues associated with the Sibley retirenent

neet the second prong and are material. However,
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materiality does not nmake an event extraordinary. The
Issue in this case is whether the retirenent neets
this extraordi nary standard.

Based on USQA gui dance, prior M ssouri
case |l aw regardi ng deferral accounting and previous
Comm ssi on decisions, Staff continues to take the
position that for an event to be consi dered
extraordinary, it must be unusual or unique in nature
and outside of the normal and typical activities of a
utility.

Oten, AAGCs are sought foll ow ng natural
di sasters that affect a utility's service territory
and result in material, unanticipated costs. Though
it is possible for the retirenment -- retirenment of a
generating unit to neet the extraordinary standard,
the retirenent of Sibley does not.

As soon as a generating unit or utility
pl ant of any kind is put into service, it is known
that the life of that asset is finite. The retirenent
of a generating unit, while | ess common than the
retirenent of many other plant itens, wll still occur
at sone point as part of the ordinary life cycle of a
generating unit. Plant retirenent is not inherently
extraordi nary, unusual, unique or nonrecurring absent

rare circunstances that are not present in this case.
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Staff Wtness Mark O igschl aeger will be
testifying today and is able to respond to the
guestions included in the notice filed on Monday.
Karen Lyons, who did not provide testinony in this
case but worked on GMJO s nost recent rate case, isS
al so here to assist in answering the questions
included in the notice if needed. And I am al so
willing to answer any questions that you may have.

JUDGE WOCDRUFF: M. Chairman.

BY CHAI RVAN SI LVEY:

Q Thank you. Wen was the last tine GVO
retired a generating plant 20 years before it was
expect ed?

A | -- I don't know the answer to that
guestion. | could get the answer. | know that it's
been 30 years since their last -- at |east 30 years
since their last generating unit was retired.

Q So you say that it's expected that the
life is finite.

A Correct.

Q And we usual ly project what that usefu
life is going to be. Wen it's retired 20 years
before that expected date that it -- everyone was
operati ng under, how is that not extraordinary?

A. | think that there are other factors that
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Staff has | ooked at, including econom c concerns that
the Conpany | ooked at in deciding to retire the plant.
And | ooki ng at econom c concerns are sonething that we
woul d want a utility to | ook at in deciding whether or
not a retirenent was the correct deci sion.

Q Woul d t hose econom ¢ concerns include the
failure of the turbine and the cost to repair it?

A | woul d think so, yes.

Q And is that normal or is that
extraordi nary when a piece of equipnent fails?

A | think it would depend on the
circunstances. | don't think that | could -- that you
coul d whol esal e say that the failure of a piece of
equi pnrent woul d be an extraordinary event. | also
think that the fact that it was a planned retirenent
woul d al so go into that cal cul ati on.

Q So the Conpany announced in -- was it
June of 2017 that they were expecting to retire this
pl ant early?

A | believe the first announcenent rel ated
to Sibley retirenment was in 2015 sonetine, but | know
that there were a few different announcenents.

Q And did -- did those announcenents
include a target date for when it would be retired?

A. | -- | think the final announcenent,
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which | don't have the date of in front of ne, said
that they anticipated retiring it before the end of
2018.

Q Before the end of 2018. And when was the
settl ement reached?

A | don't know when settlenents were filed
in the case, but the rates went into effect on
Decenber 6th. | don't have the full rate case

procedure dates in front of ne.

Q kay. So you back up a coupl e nonths.

A Uh- huh.

Q And in Septenber | think there were
filings, October there were filings --

A | believe.

Q -- and then you guys reached a settl enent

know ng that they were planning to retire this within

60, 90 days of the discussions you were having at the

time?

A | believe that's correct.

Q So how does -- how did you justify in
your settlenent that Sibley -- the costs associated

with Sibley -- that Sibley was used and useful when

that settlenent was reached?
A That woul d have been a part of settl enent
talks that | was -- that | was not a part of. But
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that was a agreenent that was reached by many of the
parties and was unopposed by any ot hers.

Q | guess |'mjust confused how you didn't
anticipate this closure happening shortly after the
concl usion of the case, when it was announced t hat
that's exactly what was going to happen and how that's
not extraordi nary.

M5. MERS: Chairman, if | can shed sone

light on it because | was involved in that case a

little bit nore intimately than -- than Counsel Aslin
was.

If you read the -- the testinony that we
filed in that case, our -- our thought on it was that

the retirenent of Sibley would just be part of the
symmetrical relationship of regulatory | ag where
sonetinmes it is a benefit for the utilities and
sonmetimes it's a cost for the utilities.

In this case, it was outside the test

year and -- and Staff generally takes a position that
we don't like to expand and -- and reach beyond the
test year to -- to make adjustnents.

CHAI RMAN SI LVEY: But an AAO coul d have
been set up in that settlenent at that tinme?

MS. MERS. Yes.

CHAI RMAN SI LVEY: So why was the decision

TI GER COURT REPORTI NG LLC 66
WAV TI GERCR. COM  573. 999. 2662



© 00 N oo o b~ wWw N PP

N D N N NN P B P P P PP PP
a A W N P O © 00 N O 0o A W N —, O

EC-2019- 0200 VvO.. |

made not to?

M5. MERS: There were nmultiple parties,
i ncluding sone that are requesting an AAOin this
case. And the decision just did not -- was not part
of settlenment. | don't think the inclusion or
di scl usi on of an AAO was so problematic that any
party, as -- as Ms. Aslin said, opposed the
settlenment. And there was also a provision in the
stip for | believe both Montrose and Si bl ey for
deferral of the return on and the depreciation.

CHAI RVAN SI LVEY: Ckay. Thank you.

JUDGE WOCDRUFF:  Conm ssi oner Kenney?

COW SSI ONER KENNEY:  Thank you. Just a
followup on that. Was that -- was that a
Non- Unani nous Stipul ati on and Agreenent ?

M5. MERS: There were -- there were four
Stipulation and Agreenents. | believe the first one
t hat addresses the Montrose and Si bl ey provisions was
non- unani nous, but no party opposed it so the
Conmi ssion treated it as unani nous.

COW SSI ONER KENNEY: Okay. So MECG did
you oppose that -- that -- that --

MR, WOODSMALL: No. And I can explain
why. We were part of that. The timng of all this is

very, very relevant and you need to understand that.
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GMO had announced repeatedly in press releases that it
was going to retire Sibley. Going to. No fixed date
out there.

Repeatedly OPC kept raising the issue of

Si bl ey and saying don't put it in rates, don't put in

rates. And GVO kept saying you can't do that. |It's
not retired yet. They kept arguing test year. |It's
still -- it's still operating --

COW SSI ONER KENNEY:  And | -- | -- | --
I -- 1 know that.

MR, WOODSMALL: Ckay. So we didn't
oppose it because it was still operating and GVO never
tol d anybody except Staff --

COW SSI ONER KENNEY: So -- soO --

MR. WOODSMALL: -- when it broke down on
Sept enber 5t h.

COMM SSI ONER KENNEY: Ckay. So we -- soO
this -- this -- this stip was -- this agreenent was
before that final announcenent?

MR, WOODSMALL: Right. Before -- GMO
never told the Comm ssion th-- they filed surrebuttal
on Septenber 4th. The unit broke down on Septenber
5th. GVO never told any of the parties, except Staff
fromwhat | can tell, never told the Comm ssion in

anything that Sibley's no | onger operating. So we
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trust the utility to give us relevant information.

They never told us that Sibley's not operating, so --

COMM SSI ONER KENNEY: | -- | know that --
| know that --

MR. WOODSMALL: -- we did execute --

COMM SSI ONER KENNEY: | don't want to be

redundant, so --
VMR WOODSVALL: We did execute the
settl enment, yes.

COW SSI ONER KENNEY: Ckay. And it

was -- and | understand your process behind it. Ckay.
Thank you.

MR. WOODSMALL:  You bet.

M5. MERS: And I'msorry. | msspoke.
The -- the stipulation was for deferral of

depreciation only; not return. So | apologize for the
m sst at enent .

COW SSI ONER RUPP:  Wel |, that changes
everything. Just kidding.
BY COW SSI ONER RUPP:  (Answers by Ms. Aslin)

Q So let's back up fromny 10,000 foot view
here. So you believe that this whole issue is --
shoul d just go away, Staff's position, because it
was -- it's not unusual and it's not extraordinary?

A. That's correct.
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Q From Staff's perspective, give ne
exanpl es of things that are unusual and extraordinary.

A Natural disasters are typically
considered extraordinary. | know fromny own persona
experience that Mssouri Anerican's lead |line
repl acenent, that was consi dered extraordinary. And
then just a -- a nore recent exanple that would nore
closely associate with this case is in the nost recent
Enpire rate case, the Comm ssion did not allow Asbury
deferral and that woul d have included both costs and
savings related to Asbury.

Q So construction of a new plant is not
extraordi nary or unusual ?

A | -- I don't know what our position would
be on a given case. | don't know that we have a -- |
don't believe that we have a bl anket position that
construction of a generating unit would be
extraordi nary.

Q So has Staff argued against all AAGCs for
construction of new plants?

A " m not sure.

Q Thank you.

BY JUDGE WOODRUFF:
Q Al right. 1'mgoing to go ahead and ask

you the sane questions that | asked of Public Counsel
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and MECG about at what point does the Comm ssion need
to determ ne the baseline or the anpbunts deferred,
assum ng that the Conm ssion grants an AAO?

A Right. |[If an AAO were granted, obviously
that would be dealt with in a -- in a rate case. But
I think that it would be a conplicated cal cul ation
that M. Aigschlaeger could speak to, but that we
think that it mght be beneficial before a rate cases
for the parties involved to discuss that, discuss what
that should be to make that easier and possibly put
that before the Conmi ssion for a deci sion.

Q Shoul d that be done through this case or
an additional filing or sonething?

A | don't think that we have a position on
that at this tine.

Q Okay. Well, thank you very nuch.

A Thank you.

JUDGE WOODRUFF:  Openi ng for GMO
CHAI RMAN SI LVEY: One quick foll ow up.
JUDGE WOODRUFF:  |'m sorry.
CHAI RVAN SI LVEY: One quick follow up.
JUDGE WOCDRUFF:  Ms. Aslin, one quick
fol | ow up.
BY CHAI RVAN SI LVEY:
Q One quick followup. Wy did Staff agree
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in the stip to defer the depreciation but not the
savi ngs?

A | -- I don't know. |I'm-- |I'"munsure of
Staff's -- Ms. Mers was involved in that case.

M5. MERS: | believe that that was just
part of the nature of the settlenent, that that's what
the parties could agree to. | don't know if there
was - -

CHAI RMAN SILVEY: Wiy did you agree to
it?

M5. MERS: That woul d probably be on the
advice of the auditors and the engineers in that case.
| don't knowif | could recall a particular reason.
But you may want to inquire with Mark A igschl aeger
or, nore inportantly, Karen Lyons was part of those
negoti ations. She mght have a better recall. She's
maki ng a face. This was a little bit ago, so.

CHAI RVAN SI LVEY: GOkay. Thank you.

JUDGE WOCDRUFF: Al right. Thank you.

Then opening for GVO.

MR FI SCHER. GVO -- nmaybe we coul d take
a five-mnute break while | get ny conputer ready and
if you need a bat hroom break too, that would be --

JUDGE WOCDRUFF:  All right. W'Ill --

we'll take a five-mnute break. We'Il cone back at
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10: 35.

(A recess was taken.)

JUDGE WOODRUFF: Al right. [It's 10: 35,
we' re back fromour break and we're about to begin
openi ng for GO

MR. FI SCHER  Thank you, Judge. My it
pl ease t he Conmi ssi on.

Thi s proceedi ng begin with the Decenber
2018 filing of a petition requesting an Accounting
Aut hority Order by the Ofice of Public Counsel and
MECG. The petitioners requested the Comm ssion order
GVD to defer to a regulatory liability account all
revenue associated wth the costs and return on Sibley
I nvestnents associated with GMJO s Si bl ey generati on
units 1, 2 and 3 and the common plant that were
i ncluded in the revenue requirenent used to set rates
in the nost recent GMO rate case.

The Conmm ssion, as you know, issued the
noti ce of conplaint on January 2nd of this year, which
stated that the Conmm ssion would treat this matter as
a conpl ai nt under 4 CSR 240- 2. 070.

Now, in their petition, conplainants have
alleged that the retirenment of Sibley is an

extraordi nary event of such an unusual nature and
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I nfrequent occurrence justifying the approval of an
AAO. As the conplainants, the Public Counsel /MECG
have the burden to support their allegation that the
re-- retirenent of a power plant is an extraordi nary
event. But this allegation is just not supported by
t he wei ght of the evidence.

| ndeed, Public Counsel and MECG have a
very heavy burden of proof. The bar is very high for
t he conpl ai nants because this Comm ssi on has never,
ever found a retirenent of a power plant to be
extraordinary in its 106-year history.

In fact, in all of the various cases
I nvol ving nunerous retirenents of power plants in
M ssouri, the Conm ssion has never issued an order
deferring the revenues and the costs associated with
the retirenent of a power plant, as is requested in
this case by the conpl ai nants.

The bar is very high for Public Counse
and MECG because we found no exanples of a public
utility conmm ssion anywhere in the country that has
ever found the retirenent of a power plant is
extraordinary and justified the creation of an AAQ

In fact, during discovery, Public
Counsel's witness, M. Robert Schallenberg, confirned

that he was not aware of any order or decision of a
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federal or a state conm ssion that has found that it's
appropriate to have an AAO for the retirenment of a
power pl ant.

SSmlarly, M. Geg Myer, NMECG s
wi t ness, who has participated in nany cases across the
country, did not provide any exanples of cases in
whi ch a federal or a state conmm ssion found the
retirement of generating plant to be extraordinary and
justified an AAQ

On the other hand, GMO, the Conpany, has
cited the recent Wsconsin Public Service Conm ssion
decision, which is attached to the Rebuttal Testinony
of Darrin lves, which considered this particul ar
issue. And in that ca-- case, that Conm ssion
concluded that the retirenent of the Pleasant Prairie
coal -fired plant did not justify the opening of a
docket to consider the inposition of deferred
accounting neasures requested by third parties.

| nst ead, the W sconsin Conm ssion
declined to authorize deferral accounting treatnent
for the net savings arising fromthe retirenent of the
Pl easant Prairie Power Plant. The W sconsin order
al so found that public utilities routinely retire
generating units between rate cases and joint

petitioners have not cited any prior Comm ssion
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deci si on where deferral accounting treatnent has been
aut hori zed for the cost or any net savings associ ated
with such retirenents.

It's not surprising that Public Counsel
and MECG coul dn't provide precedent for their
position. The conpetent and substantial evidence in
this proceeding will show that the retirenent of a
power plant like Sibley is routine and not an
extraordi nary event and does not justify an AAQ

Now, GVMO s plans to stop burning coal at
Si bl ey were announced nearly five years ago. And its
pl anned retirenent for the end of 2018 was announced,
as the Chairman nentioned, on June 2nd of 2017. As
["I'l discuss in a nonent, GMO al so plans to retire
anot her generating unit later this year, which again,
was disclosed well in advance of the retirenment date.

And just to digress, the -- all the
parties at the tinme of the rate case were certainly
aware that the retirement of Sibley was a -- was
pending in 2017. The particular date that it did
retire was also a function of a forced outage that
occurred.

But the witnesses for the Conpany wil
show that the retirenent of generating assets is a

recurring event, happening virtually every day in the
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normal course of operations of a public utility.
During the five-year period from Cctober '13 through
Septenber of 2018, GVMO retired approximately

90 mllion dollars worth of generating plant assets.

Mark O igschl aeger, the Staff w tness,
also testified that the Staff position is that
decisions to retire plant assets are inherently part
of the routine and typical operations of a regul ated
utility and, thus, cannot be considered to be
extraordi nary, unusual, unique or nonrecurring except
in very rare circunstances.

For that reason, the Staff is
recommending in this case that the Comm ssion find
that the Sibley unit retirenment should not be eligible
for deferral accounting treatnent recommended by the
OPC and MECG in this proceeding.

Generating units have previously been
retired by GVO or its corporate predecessors and an
AAO was never established. For exanple, in 1982, the
Ral ph Green Plant was retired. And in 1987, the
Ednond Street Plant was retired. The Conmm ssion did
not determ ne these retirenents were extraordi nary or
that such retirenents warranted defer-- deferra
accounting treatnent. |In fact, our research indicates

that no party at all made any assertion that such
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retirenments were extraordinary.

And nore recently, GO retired all of the
Sibley unit 1 except for the boiler on June 30 of
2017. The Comm ssion did not determ ne there that
that was extraordinary or that the retirenent
warrant ed deferral accounting treatnent. 1In fact, no
party nmade any assertion at all that that retirenent
was extraordinary.

And now GMO has al so announced plans to
retire the Lake Road Pl ant before the end of 2019.
Now, the retirenent of that plant, like the Sibley
retirenment, resulted fromthe Integrated Resource
Pl anni ng process, which showed it's in the best
interest of custoners for the Conpany to retire that
plant at that tine.

GVO s plans to retire Lake Road is highly
relevant to this case and that's because the USCA
Ceneral Instruction Nunmber 7, which you' ve already
heard so nuch about, which the Comm ssion has found
provi des gui dance on the nmeaning of what is
extraordi nary, that particular instruction provides
that an abnormal event is one which woul d not
reasonably be expected to recur in the foreseeable
future. But as | said, we're expecting to have

anot her retirement before the end of the year.
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In addition, GMJO s sister utilities have
also retired a nunber of generating units recently.
Kansas City Power & Light Conpany retired Montrose
unit 1 on April 16, 2016. The Comm ssion didn't
determ ne that that retirenment was extraordinary. In
fact, no party, including the Public Counsel or MECG
made any assertion that the retirenent was
extraordi nary.

Even nore recently, KCPL retired Montrose
units 2 and 3 on Decenber 31st of |ast year. Now,
these retirenents were also driven by the results of
the IRP process. VWile -- while the Conpany is
deferring depreciation express on Montrose 2 and 3 and
the common plant pursuant to a stipulation in the |ast
rate case, no party made the assertion that such
retirenments were extraordinary or that they warranted
deferral accounting treatnment for revenue and return
on those assets and the related non-fuel O and M
costs.

Then also if you | ook at one of our other
sister utilities, Westar, its relevant for purposes of
assessi ng whether Sibley's retirenent is an
extraordi nary event. From 1949 through 2019, Westar
retired 38 generating units; 5 of which were retired

| ast year in 209-- in 2018. Now, none of those
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retirenents resulted in the approval of an AAO by a
regul atory agency.

Moreover, the retirenment of the Sibley
unit is consistent with the pattern of fossil fuel
generating unit retirenments occurring across the
country right now.

Chris Rogers who was a -- who was the
manager of generating facilities at the Comm ssion
Staff back in the md-80s testifies that the
retirements of coal-fired power plants is a
commonpl ace and routine event for utilities today.

In fact, M. Rogers explains that in the
utility industry today, it would be extraordinary if
GVD were not retiring fossil fuel fired generating
units.

Federal and state regulatory policy
changes, technol ogi cal and operational devel opnents
and consuner demand for renewabl e energy have resulted
in a significant transformation of the econom cs that
affect the business of -- of generating electricity.
As a result, coal-fired plants across the United
States have been retired nore frequently and in the
ordi nary course of business.

Now, I -- | thought two of M. Rogers

charts were particularly interesting. The first chart
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shows the trend in all fossil fuel generating unit
retirements from 1970 to 2019. As shown on that
slide, there is a dramatic increase to the nunber of
fossir-- fossil fuel units being retired in the |ast
decade.

And then if you just focus on coal-fired
units, the second chart shows the trend of coal-fired
generating unit retirenments. The rate of coal-fired
plant retirements has accel erated during the |ast
decade conpared to the prior 40 years.

543 coal -fired generating units with a
conbi ned capacity of 76,526 negawatts retired since
t he begi nning of 2010. That was nore than double the
238 coal units retired from 2000 to 2009 and about
seven tinmes the capacity for that decade. For the
three decades from 1970 to 1999, only 34 coal units
totaling 2,248 negawatts retired.

So in nearly 50 years since 1969, a tota
of 815 coal-fired units have retired with 543 units or
two-thirds of the total having retired in the |ast
nine years. So let ne say that again. In
two-thirds -- in the last 50 years, two-thirds of the
retirements have occurred in the last nine years.

Clearly this evidence shows that there's

not hi ng extraordi nary, unusual, rare or infrequent
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about the retirenment of coal-fired generating units in
the United States today and Sibley's retirenent is
certainly no exception.

Wil e the objective data presented by
M. Rogers denonstrates that coal plant retirenents
are preval ent across the country and have been for
sone time, OPC s Wtness Marke suggests that only SPP
utility coal plant retirenments are relevant for
pur poses of determ ning whether the GO retirenent of
Sibley is an extraordi nary event.

The Company is confident that the
Comm ssion will not except this invitation to ignore
the common i ndustry experience across the country,
which is highly relevant to understandi ng whet her a
coal plant, like the retirenent of Sibley, is likely
to recur in the reasonably foreseeable future. These
retirenments are happening all the tine now and we need
to recogni ze that.

Wt hout any doubt, the retirenent -- the
data presented by M. Rogers establishes conclusively
that the pr-- prevailing practice in the electric
industry is that we are retiring coal plants.

Publ i ¢ Counsel's Wtness Schal |l enberg
also clains that the Sibley retirenent is -- is

extraordi nary because he says the retirenent occurred
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before the end of Sibley's projected |life. However,
this contention should also be rejected. As discussed
in the -- John Spanos's testinony, the Conpany

wi tness, it's very common under nmass asset accounting
for generation units to retire with undepreciated

val ue remai ni ng on the books.

Now, as | nentioned earlier, the Sibley
retirement date is driven largely by the econonm c
factors of the | RP process, which shows that it's in
the best interest of the Conpany's custoners for
Sibley to be retired.

Such econom ¢ factors have changed as
renewabl es have becone nore cost effective. And the
fact that Sibley was retired before the end of its
nost recently estimated depreciable life is no basis
to find that the retirenent is extraordi nary or
premature as -- as suggested by Public Counsel.

The bottomline, Sibley's retirenent is
not extraordinary and certainly does not justify the
approval of an AAO. The Public Counsel and MECG have
sinply not net their burden to support their
all egation and the retirenent of Sibley is an
extraordinary event -- is not an extraordi nary event.
Therefore, their conplaint should be di sm ssed.

G anting the AAO requested by the
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conpl ai nants would vio-- would violate the
Commi ssion's policy that the broad use of deferra
accounting should be limted, and would contravene
Conmi ssi on rate-naking practices that establishes
prospective rates based on historic test year data.

M. lves has explained in his Rebuttal
Testinony that the Comm ssion has historically applied
the criteria as outlined for extraordinary itenms in --
that is included in the USQOA General Instruction
Nunber 7. This instruction states that extraordinary
itenms are of an unusual nature, infrequent occurrence
and will be events and transactions of significance --
significant effect which are abnornmal and
significantly different fromthe ordinary and typi cal
activities of the conpany and whi ch woul d not
reasonably be expected to recur in the foreseeable
future.

Now, in -- in Case Nunber EU 2014-0077,
KCPL and GMO requested an AAO whi ch woul d have al | owed
the deferral of transm ssion costs. Applying that
particul ar general instruction criteria, the
Conmm ssi on deni ed the Conpany's request and found that
transm ssion costs were not extraordinary and,
therefore, not eligible for an AAQ

In the KCPL 2014 rate case, the
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Comm ssion also stated -- and |I've got it on the
board -- that the broad use of deferral accounting
should be limted because it violates the matching
principle, tends to unreasonably skew rate-making
results, and dulls the incentives of -- a utility has
to efficiently and productively under the rate
regul ati on approach enployed by M ssouri. And that
source was fromone of our rate cases in 2014.

Now, in that case, the Conmm ssi on denied
KCPL's request for the use of deferral accounting for
SPP transm ssi on expenses, for property taxes, for
SIPS and cyber security costs based upon findings that
the costs did not constitute extraordinary itens
because they were -- and |I'Il quote -- nornmal,
ordinary and recurring operation costs that were not
abnormal or significantly different fromthe ordinary
and typical activities of the conpany so that they are
not extraordinary and, therefore, not subject to
deferral under the USQOA.

Now, the Conpany appeal ed that decision
to the Western District Court of Appeals. And the
Court affirnmed the Conmm ssion's decision. And what it
said was it will not second guess the PSC s reasoned
decision that only extraordinary itens nmay qualify for

deferral of treatnent.
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Now granting the petition of the Public
Counsel /MECG in this case would violate that well
est abl i shed and recent policy of the Comm ssion.

The recordi ng of anbunts to a regulatory
liability account woul d serve to reduce GMO s achi eved
earni ngs or net incone by the nmagnitude of the anobunt
so recorded. In other words, under the existing
accounting rules, GO s earnings or net incone will go
down by the total anobunt of the deferral directly as a
result of the Conm ssion's order requiring deferral.

The | arge deferral s bei ng advocated by
the conpl ai nants would, if adopted by the Comm ssion,
have a very adverse inpact upon the Conpany's
earnings. This fact alone is reason enough not to
adopt the AAOin this case.

M. Ives and M. Klote also discuss in
their Rebuttal Testinony the inconsistent, vague and
uncertain clains and requests related to the financial
i npact of the AAO on the Conpany nade by the Public
Counsel and MECG wi t nesses.

Now, M. Meyer estimates his
recommendation as a deferral of approximtely
30 mllion dollars, which he characterizes as
conservative. Wile M. Schallenberg estinates the

i ncone effect of his deferral to be over 39 mllion
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dol I ars annually.

These anounts woul d be deferred each and
every year until GMOis able to conplete its next rate
case; at the earliest, in Decenber 2021 -- 2021. Now,

| would just note that those estinates, as |

understand them are not all inclusive. And maybe
we'll hear nore testinony fromthe -- the -- the
parties today, but that -- they are suggesting other

costs woul d be associated too, so their nunbers could
be bi gger.

As context for those nunmbers, GMJ s net
i ncone is approximately 160 mllion dollars as of the
true-up date in our last rate case. Miltiplying the
OPC and MECG s annual estinmates over the total period
of time until the conpletion of the next GVO rate case
results in deferrals of between 90 mllion, using
MEG - MECG s nunber, and 117 mllion dollars, using
Public Counsel's estimte.

I f the Conm ssion adopted either of the
reconmendati ons of the O fice of Public Counsel or
MECG GMJ s achi eved earnings woul d be expected to
fall from 8.42 percent to either 5.69 percent, un--
usi ng Public Counsel's recomendati on, or 6.32 percent
usi ng MECG s nunber.

Now, in the last GMD rate case, even
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MECG s cost of capital witness, M. Mchael Gornman,
recommended an ROE of 9.3 percent. His 9.3 percent
recommendation is significantly higher than GVO woul d
be expected to achieve if you adopted MECG s position
in this case.

So by any neasure, the Public Counsel and
MECG s estimated financial inpacts upon GVO woul d be
extrenmely significant and damagi ng to GVO and woul d be
vi ewed by investors very negatively. A decision by
the Comm ssion to adopt the position of the
conpl ainants in this proceeding could al so i npact
other regulated utilities in Mssouri since the
I nvest ment conmunity would |ikely question the
fai rness of M ssouri regulation.

Now, in their testinony, w tnesses for
OPC and MECG assert that the need for an AAO -- they
need that in order to make adjustnents in GMJ s next
rate case. But that's sinply not the case.

In the next rate case, the Conmm ssion
will consider all relevant factors like it has done
for many years and the Conpany will be required to
mai ntai n the same books and records, whether or not an
AAO is -- is adopted in this case. W are under the
regul ations to retain those records. Those records

will be there whether an AAOis granted or not so that
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they can use that for the next rate case.

M. digschl aeger specifically addressed
this point where he testified on page 7 of his cross
sur-- cross rebuttal where he said, The ability of
ot her parties to propose a rate-nmaking offset -- and
he was tal king about related to the Sibley
retirenment -- in the next GO rate case i s not
dependent upon the creation of a Sibley unit
regulatory liability at this tine.

Wile -- while we don't know what issues
m ght be raised in GMJ s next rate case, what is
certain is that if the Comm ssion issues a deferral
order in this case, there will be an i medi ate and
very adverse inpact upon GMJ s earni ngs during the
deferral period, with no evidence what soever that
GMJ s earnings are excessi ve.

The negative inpact upon earnings could
occur whether or not the Conm ssion ever nakes a
rate-maki ng adjustnent in the next rate case. Now,
this would be a very unfortunate result, which wl|
have w der consequences particularly for the
I nvest nent conmunity's perception of regulation in
M ssouri .

Now, given the inportance of this case

upon GMO, other public utilities and perception of
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regul ati on by the wi der investnent community, | would
encourage you to ask your questions of our w tnesses
today. We will be presenting four.

M. Darrin Ives will rebut the testinony
of Public Counsel and MECG wi tnesses who characteri ze
the retirenent of Sibley as extraordinary. He wll
al so explain the accounting issues surroundi ng the
request for an AAO and explain how the request is
i nconsistent with the Comm ssion's policy and
rat e- maki ng practices and al so viol ates an order
approving stipulations in the last rate case.

Finally, he will address questions of
fairness and will denonstrate why the inposition of an
AAO for Sibley is not reasonabl e under the
circunstances of this case.

Qur second witness, M. Ron Klote, wll
testify on a variety of accounting natters related to
Public Counsel and MECG s request and will denonstrate
that their requests are vague, inaccurate and
over st at ed.

M. Chris Rogers provides a national
perspective and gives the Conm ssion a very
i nteresting overview | think of what is happening with
retirements across the coun-- country, particularly

coal -fired retirenents.
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And then finally, M. John Spanos w ||
present information related to the net book val ue of
Sibley as of the true-up date in GMJO s nost recent
rate case, which was June 30, 2018. And he'll testify
that the Sibley retirenent is not extraordi nary or
premature, the retirenent of the generating facilities
Wi th undepreciated value remaining i s a commonpl ace
occurrence.

And with that, I will in-- conclude ny
remar ks, take your questions and suggest ny w tness
will be here to answer your questions too.

JUDGE WOCDRUFF: M. Chairman?

CHAI RMAN SI LVEY: Thank you.

BY CHAI RVAN SI LVEY:

Q Thank you for your opening statenent.
Your suggestion that it's not extraordinary to retire
coal plants and you' ve listed a nunber of instances.
And | think you nmade the statenent that not once in
the history of the Comm ssion have they treated the
retirenment of a coal plant as extraordinary.

A Nowhere in the country.

Q Nowhere in the country. Do you have any
handl e on how many of those were retired 20 years or
nore before their projected end of service?

A You know, there -- you mght ask that to
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M. Chris Rogers. He's nmuch nore famliar with the
data on that. But | would suggest to you that the --
those -- those -- as M. Wodsnmall suggested, the --
that life is just an estimate. It was sone -- it cane
out of a depreciation study.

And what has really driven this is the
econom cs that have changed so dramatically with
renewabl es and the -- the economc factors that nake
it in the best interest of custoners to retire that
pl ant .

Q Well, let's ook at the two that you
brought up specifically that were GVMO plants. Ral ph
Geen units 1 and 2 in 1982 and Ednond Street Plant in
1987. What was their projected end of life in
relation to when they were actually retired?

A W -- we should ask that of probably
M. Ron Klote or one of the Conpany wi tnesses. |
don't know going back that far. But it's not
unconmon, using mass accounting that we use for
depreciat-- or for depreciation of -- of power plants
that you do have un-- unrecovered bal ances at the end
of the -- at the end of its life.

Sonetines -- sonetines it retires -- or
it goes |onger than what you estimate it, but a |ot of

times there is still an unrecovered bal ance there.
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And that's not unusual at all. M. Spanos could
address that question. He'll -- he'll tell you that
that's very conmon.

Q (kay. And currently the rates that are
in place are factored on this plant being in
operation; is that accurate?

A It's correct that CMO was in operation
during the historic test year. And under the
rat e-maki ng practices we use in this -- this state, it
was appropriate that it be included because it was

operating at the tine of test year.

Q So --
A Now, had you used a future test year that
woul d have | ooked ahead, you m ght -- you would have

pi cked up the retirenent.

Q Sois it fair to say that the Conpany is
currently earning a recovery of and on a plant that is
not generating electricity inits current rates?

A | don't think that's really fair to say.
What we've got -- we've got rates that were
established using a historic test year. Custoners are
payi ng for --

Q In the historic test year, that plant was
in full operation?

A It was in full operation and -- and --
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Q Which it's not today?

A It's not today, but it --

Q But the rates are the sane?

A We are using the matching principle that
at the -- the tine of the -- the historic test year,
we had -- we had that plant operating, along with

expenses and we set rates based on that --

Q Yeah. No, | get that. But nmy point is
the rates were based on as if that plant were in full
operation. Now the rates are in effect and the plant
IS not in operation --

A W -- we |ooked at all --

Q -- so some portion of that rates is

taking into account operating a plant that's not

operating. Is -- 1 nmean --

A And -- yeah. O course, there are
ot her --

Q s there another way to ook at it?

A -- other -- well, there are other ways to
|l ook at it too. W -- we used -- we used the natching
principle, |ike we've used in every case, because we

| ooked at what the costs were and what the revenues
were at the tinme to match those -- those things. And
that -- that was done in the historic test year.

Now, going forward, things change. W
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have retirenents, we have costs, we have additi onal

revenues. That -- so the next tinme you look at it,
you'll have a different test year to | ook at.
Q Sure. So think -- but -- but it -- where

we stand right now, the rates that people are paying

right now are based on as if that plant were

operating --
A They were --
Q -- whichit's not?
A -- they -- they were determned at the

time to be just and reasonabl e based upon historic
test year that included an operating Sibley, yes.

Q kay. In the process of retiring plants,
is it normal to cone back and seek deconmm ssi oni ng
costs?

A For nucl ear power plant cases, we have a
de-- deconm ssioning fund usually set up. For other
pl ants we do not.

Q So in future rate cases, once you've
begun decomm ssioning, is it normal to conme back and
seek costs associated with that decomm ssioning in the
next rate case?

A There coul d be de-- decomm ssioning costs
in a historic test year if that de-- decomm ssi oning

has occurred during that tine, yes.
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Q So | guess ny concern is -- and | don't
know i f you will have an answer to this, but if the
Conpany is earning noney on a plant that's not
operating now, is it likely that in their next rate
case, they will also seek nobney associated with

deconmmi ssi oni ng?

A Decomm ssioning is sonewhat different
than what | think just making sure that -- that plant
is safe and -- dark and safe or whatever they cal

that at the tinme. Deconm ssioning would be actually
tak-- or dismantling, mght be taking it down. |If
they did that in a historic test year, they -- they
m ght very well ask for those kinds of costs. But |
woul d say that --

Q Wuld it be inappropriate to consider the
costs of operating a plant that's not operating and
using that to offset the costs of decomm ssioning it?

A |"'mnot sure | -- | understand your
guestion. Wat --

Q It seens like it m ght be doubl e di pping.
If you're earning on a plant that's not generating
el ectricity and then you cone back and ask for
decomnmi ssioning costs while you have been earning
noney - -

A. But - -
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Q -- when it wasn't in operation

A What we did, we set rates in the | ast
rate case using the traditional nethods of the
Conmm ssi on.

Q | got -- | understand that.

A And -- and -- and what |'m-- custoners
have been paying their electricity costs. They're not
payi ng for a power plant. They're just paying
what ever the Conmi ssion said were just and reasonabl e
rates. They're not paying on any fictional power
pl ant as sone of these fol ks have suggested. They are
paying electricity for their electricity. And the
met hod and the Conm ssion has used --

Q Part of that cal cul ation was the
operation of that plant.

A Yeah. Using the historic test year
period traditionally used by the Comm ssion. Now, in
the future when -- as things change, electric rates
wi | | change based upon the circunstances that occur
during the next test year.

Q So aside frompotential reduced achi eved
earnings, are there other -- is there other potenti al
harm that would cone to GO if the Conm ssion were to
i ssue the AAQ and if so, what is it?

A | think the earnings is the biggest
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I ssue, by far. W don't have a baseline and that's
anot her maj or problem Like what's being asked for
here is effectively a tracker. A tracker in a rate
case, we always have a baseline to set. W don't have
that here and it's going to be very difficult to
guantify those savings on a goi ng-forward basis

wi t hout a baseline and wthout a specific

determ nation of what is to be determned as far as

t hose savi ngs go.

Q Am | confused --
A And then --
Q -- that that's what you were seeking

anot her hearing for --

A Yeah, yeah, yeah
Q -- if we were to --
A If we have -- if -- if the Conm ssion

woul d decide this is extraordinary, we have to have a
baseline. W can't go forward and we don't have a
basel i ne now.

Q But you objected to setting that baseline
here in this setting.

A In -- on two days' notice, we didn't --
we weren't in a position to give you the best
i nformati on that we need, yeah.

Q Ckay. Al right. Thank you
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BY COW SSI ONER KENNEY:
Q Who is the best witness to discuss the
| RP process with?
A | think M. Ives would be the best one of
our four that are here today.
Q Ckay. Thank you
A Burton Crawford in future cases is a --
is definitely our IRP guru too, but M. lves can
t hi nk answer your questions.
JUDGE WOCDRUFF: | think you' ve answered
the questions | was going to ask.
MR FI SCHER. Thank you very nuch.
JUDGE WOCDRUFF:  Thank you for -- for

your openi ng.

At this point we'll go ahead and take a
break. We'I| take about let's say 25 m nutes and
we'll conme back at 11: 35.

(A recess was taken.)

JUDGE WOCDRUFF:  All right. It's 11:35
and we're back fromthe break. Before we proceed with
the first witness, | want to address the objection

that was made this norning by -- by GMO about the --

the notice that was i ssued on Mnday.
That notice indicated that the Conm ssion
woul d like to take up -- consider issues regarding --
Tl GER COURT REPORTI NG, LLC 99
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to establish a baseline in this -- in this proceeding.
After consideration, the Conm ssion has decided that

if a baseline needs to be established, it will hold
anot her proceeding to do that sonme-- sonmewhere down
the Iine, which would only be necessary if the

Comm ssion finds that there -- an AAO -- AAO shoul d be
gr ant ed.

So basically this is essentially
wi thdrawing that -- that notice. W wll not be
addi ti on-- addressing those questions of baseline
establishnment in today's and tonorrow s proceedi ngs.

MR, HACK: Thank you, Judge.

JUDGE WOCDRUFF:  All right. And while we
were on break, I'll switch the canera over here to the
w tness. And M. Meyer has taken the stand. |[|f you'd
pl ease raise your right hand, ['Il swear you in.

(Wtness sworn.)

JUDGE WOODRUFF:  You may inquire.

MR. WOODSMALL: Yes, Your Honor. Before
we start, | handed both copies -- M. Myer filed two
pi eces of testinony, direct and surrebuttal. Can we
mar k t hose?

JUDGE WOODRUFF:  Yes.

MR, WOODSMALL: |If you're doing it
sequentially, his Direct Testinony would be Exhibit 1;
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is that correct?

Exhi bit 2.

court reporter.

i dentification.)
GREG MEYER, having been sworn, testified as foll ows:
DI RECT EXAM NATI ON BY MR. WOODSMALL:

Nunber 1 and Nunber 27?

behal f of

you?
A
Q
know edge,

in this case?

JUDGE WOODRUFF: That i1s correct.
VMR, WOODSMALL: And his surrebutta

And |'ve handed copies of that to the

JUDGE WOODRUFF:  Thank you.

MR, WOCDSMALL: May | proceed?
JUDGE WOODRUFF:  You may.
(Exhibits 1 and 2 were narked for

Good norning, M. Myer.
Good nor ni ng.

Do you have in front of you Exhibits

| do.
And who -- who are you appeari ng on

M dwest Energy Consuners G oup.
And were Exhibits 1 and 2 prepared by

Yes.
And are those correct to the best of your

i nformati on and belief?
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A Yes.

Q Do you have any changes to either of
t hose pieces of testinony?

A | do. Exhibit 2, ny surrebuttal, page
21. In the footnote, the citation to WO 98- 223,
St. Louis County Water, deferral of water main

repl acenent costs should be stricken.

Q Okay. And your second correction?

A. Page 28, line 17, the statenent shoul d
read, AAGCs should -- and the word "not" be inserted
t here.

Q So that |ine now reads, AAGs shoul d not

be limted to unanticipated costs; is that correct?
A That's correct.
Q Wth that change, do you have any ot her
corrections?
A | do not.
MR, WOCODSMALL: At this tine |I'd offer
Exhi bits Nunmber 1 and Nunber 2 into evidence and
tender the witness for cross-exam nation.
JUDGE WOODRUFF:  Exhibits 1 and 2 have
been offered. Any objections to their receipt?
Heari ng none, they will be received.
(Exhibits 1 and 2 were received into

evi dence.)
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JUDGE WOCDRUFF:  And for
cross-exam nation then we begin with Public Counsel.
MR, HALL: Public Counsel has no
guestions at this tinme. Thank you.
JUDGE WOCDRUFF:  For Staff.

M5. ASLIN. | just have a couple
guesti ons.
CROSS- EXAM NATI ON BY Ms. ASLIN:
Q Good norning, M. Meyer.
A Mor ni ng.
Q Do you have your Direct Testinony in

front of you?

A | do.

Q If you could turn to page 3. On that
page you state that in 1991, the M ssouri Conm ssion
aut hori zed M ssouri Public Service Conpany to defer
depreci ati on expenses and carrying costs associ at ed
with the Sibley Iife extension project. Correct?

A That's correct.

Q And if you know, did the Commi ssion
aut horize MPS to defer any O and M expenses associ at ed
with the Sibley unit as part of that AAO?

A | can check, if you'd Ilike.

O and M expense? Is that what your

question is?
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Q Correct.
A | don't -- | don't believe they did, no.
Q Thank you. And then at page 4 of your

Direct Testinony, lines 7 and 8, you state that KCPL
GVO s current rates include costs, revenues and

I nvest nent associated with the Sibley units; is that

correct?
A That's correct.
Q What revenue itens specifically

associated with Sibley are you referencing there?
A O f-system sal es and the revenues to
coll ect the operating expenses that are built into
rates.
Q Thank you. No further questions.
JUDGE WOODRUFF:  For GVO
CROSS- EXAM NATI ON BY MR, ZOBRI ST:

Q Good nor ni ng.
A Good nor ni ng.
Q M. Meyer, |let ne ask you a couple of

guesti ons about your background. You have a Bachel or
of Science in Business Adm nistration with a ngjor in
accounting. Right?

A Correct.

Q Okay. But you are not a certified public

accountant; is that correct?
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A That's correct.

Q kay. Did you ever sit for the
exam nati on?

A Nope

Q Okay. Now, you worked as an auditor here
at the Comm ssion from 1979 to 2008. Correct?

A Correct.

Q And you worked all those years in the

Audi ting Departnent?

A That's where | -- that's where |
reported, but ny duties expanded beyond just the
Audi ti ng Depart nment.

Q Ckay. Did you ever work in the Financi al
Anal ysi s Depart nent ?

A | worked with them

Q Okay. But you did not work in that
departnent. Correct?

A. No, | did not.

Q Ckay. Now, you left the Public Service
Commi ssion in May of 2008 to go to Brubaker and
Associ at es?

A That's correct.

Q kay. And at that tine was your ultimte
supervi sor M. Schal |l enberg, who's one of the

w t nesses for Public Counsel ?

TI GER COURT REPORTI NG LLC
WAV TI GERCR. COM  573. 999. 2662

105



© 00 N oo o b~ wWw N PP

N D N N NN P B P P P PP PP
a A W N P O © 00 N O 0o A W N —, O

EC-2019- 0200 VvO.. |

A VWen | left?

Q Correct.

A No.

Q kay. Was M. Schallenberg in a

supervisory position while you were an auditor here at

t he Comm ssi on?

A Yes.

Q Okay. And did you ever report directly
to M. Schall enberg?

A Yes, | did.

Q Okay. And for how | ong was he your

di rect supervisor?

A That woul d depend on the work that was
assigned to us.

Q Ckay. Now, am | correct that you have
never worked for a corporation that is subject to

CGeneral |y Accepted Accounting Principles?

A My only job has been the two that you
descri bed.
Q And when | a GAAP, G A-A-P, you know t hat

that's refers to Generally Accepted Accounting
Principles. Correct?

A Ri ght .

Q kay. So would it be fair to say that

you' ve never audited a corporation to determine if its
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accounting and financial records were kept according
to GAAP?

A |'ve never had that specific assignnent.

Q Ckay. Wuld it be rather fair to say
t hat when you perforned your auditing duties, they
were with regard to the Uni form System of Accounts
that this Conm ssion follows and that have been
pronul gated by the Federal Energy Regul atory
Conmmi ssi on?

A Predom nantly that would be correct. |
mean but we were exposed and made aware of GAAP
provi si ons.

Q kay. Is it fair to say that you woul d
not be qualified to express an opinion on whether a
regulatory liability or a regulatory asset on a
conpany's financial statements are in conformty with
GAAP?

A. No, | don't agree with that.

Q Ckay. Wiy are you qualified then to
of fer an opinion as to whether a regulatory liability
or regulatory asset is in conformty wth GAAP when
you aren't a certified public accountant and you' ve
never audited a conpany with regard to whether its
financial records are in conformty with a GAAP?

A My answer was related to utilities. |If
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reviewed those regul atory assets and regul atory
liabilities as a utility, | would be able to -- to
make a determnation if those were in conformance with
GAAP.

Q Okay. Even though you're not a certified
publ i c account ant ?

A | don't believe that's necessary.

Q Okay. And even though you have never
wor ked for a conpany that's been subject to the GAAP
financi al accounting rul es?

A Sanme answer.

Q Ckay. Do you know whet her a regul atory
asset or a regulatory liability on GAAP fi nanci al
statenents have any different conponents to them or
different requirenents to themthan regqul atory assets

or regulatory liabilities under the Uniform System of

Account s?
A. |"mnot sure that there's a distinction.
Q Ckay. So you -- you don't know one way

or another; is that correct?

A Sane answer.

Q Okay. The answer is yes, you do not
know. Correct?

A Correct.

Q Okay. Now, this Comm ssion has adopted
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the requirenents of the Uniform System of Accounts.
Correct?

A Correct.

Q kay. And the nunbers that appear in the
USOA of GMO are what this Conm ssion relies upon in
order to set rates and conduct its rate-naking.
Correct?

A Your reporting requirenents are

consistent with the USOA per Comm ssion rul es.

Q Ckay. And not with GAAP. Correct?
A That's ny -- that's ny understandi ng.
Q Ckay. So rates are not set by this

Conmm ssi on based upon GAAP. They're set based upon
the financial information in the Uniform System of

Accounts that GVO and other M ssouri public utilities

keep. Correct?

A They're -- they're established under the
Uni f orm System of Accounts and their instructions.

Q kay. And in this case, in fact, the
conpl ai nt that Public Counsel and MECG has brought is
based upon the Uniform System of Accounts excl usively.
Correct?

A Correct. Because that's the standard
that this Conm ssion has historically applied.

Q kay. And -- and GAAP isn't even
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mentioned in the petition that was filed by MECG and
Public Counsel. Correct?

A | did not rely on GAAP to make these
reconmendat i ons.

Q Ckay. And the conplaint is not based
upon GAAP. [It's based upon the Uniform System of
Accounts. Correct?

A Qur conplaint is based off of the
Commi ssion's standards for the Uniform System of
Accounts, correct.

Q Okay. Wuuld -- would you agree that it's
I nportant to distinguish between regul atory assets and
regulatory liabilities under GAAP versus the USCA as
we proceed in this case?

A |"mnot sure there's a reason to be --
have a difference, no.

Q Okay. And is that because you really
don't know what the differences are, as you' ve
testified?

A | don't believe that -- that -- that what
we're here today to discuss would be in conflict with
GAAP. | have no reason to believe it would be in
conflict with GAAP, but we -- we are here to discuss
the deferral of a liability according to the USQOA,
whi ch this Comm ssion has adopt ed.
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Q kay. And if there are any differences
bet ween GAAP and the USOA -- USOA as far as regulatory
liabilities, you don't think that they matter for
pur poses of this case?

A | haven't been inforned that they have.
And you had an opportunity.

Q Now, in this case you have testified that
the retirenent of the Sibley units is an extraordi nary
event. Correct?

A Absol ut el y.

Q Okay. And your testinony and the
position of MECGis that the retirenment of a
generating unit is extraordinary in that the
retirement occurs for that particular unit only once;

is that correct?

A The final retirenment, correct.

Q kay. And you stated at your direct --
in your Direct Testinony, | believe at pages -- pardon
ne, page 8, lines 8 and 9, that because its retirenent

occurs only once, therefore, it is extraordinary.
Correct?

A Correct.

Q And, therefore, any retirenent of any
pl ant that occurs, in your opinion, is per se an

extraordi nary event. Correct?
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A A generating plant?
Q Yes, a gen-- an electric generating
pl ant .
A Correct.
Q Okay. And so without exception, it is an

extraordi nary event because an electric generating
plant only retires once. Correct?

A And it's nonrecurring and it's rare and
it's not a normal operating expense.

Q And so your opinion is that because it's
an extraordinary event, it neets the test under
General Instruction Nunber 7 as an extraordinary itenf

A It's not -- it -- the retirenent of a
generating plant fits directly into USOCA 7, yes.

Q So all plants, whenever they're retired,
that is an extraordinary event and it's an
extraordinary itemunder CGeneral Instruction 77?

A | believe that every -- that -- that
GVMO s retirenent of its generating units is an ex--
are extraordi nary events, correct.

Q (kay. And, therefore, if the Conm ssion
finds that the Sibley retirenent is an extraordi nary
event and an extraordinary item and shoul d be
deferred, that would renove the plant's incone and

expenses fromthe utility's incone statenent and
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transfer those anounts as regul atory assets and
regulatory liabilities to the utility's bal ance sheet.
Correct?

A What we're seeking is a deferred
liability for the costs built into rates that is no
| onger in existence.

Q | don't believe you answered ny question
My question is such a deferral would renove the
plant's income and expenses fromthe incone statenent
and transfer themover to the balance sheet. Correct?

A Correct. Correct.

Q And that would have an effect on the
earni ngs of the Conpany. Correct?

A. Coul d.
Q You don't dispute that it's going to
have -- if it were ordered, to have an effect on the

earni ngs of the Conpany?

A Wll, if you -- | nean | think you have
to look at the entirety of the earnings of the Conpany
before | can tell you which way it's going to go or if
it'"s going to inpact it.

Q It would have a negative effect on the
earni ngs of the Conpany.

A Hol di ng everything el se constant?

Q Yes.
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A Potentially, yes.

Q And al t hough you say that the retirenent
of an electric generating plant is an extraordi nary
event and shoul d be considered an extraordinary item
under General Instruction 7, isn't it true that this
Conmm ssi on has never ordered a deferral for such a

retirement in its history?

A Vell, that's sort of m sl eading.

Q Vell, just answer ny question. lIsn't it
true --

A Wiy don't you -- why don't you repeat it
t hen?

Q Sure. Sure. Isn't it true that this

Conmi ssi on has never, in over 100 years of regulating
M ssouri electric utilities, issued an order that
granted deferral accounting on the basis of an
el ectric plant being retired?

A | don't know that it's ever cone up as an
I Ssue.

Q But plants have been retired in Mssouri
for 116 years. Correct?

A And you have to |l ook at the tota
circunstances associated with that retirenent. For
i nstance, when you retired Ralph Green in 1982, you

had two rate cases in that exact year where those --
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that retirenment could have been addressed.
Q Let me ask you this: Do you have the
responses to KCPL Data Requests 1 and 2 with you?

A From - -

Q To you -- to MECG

A Yes.

Q kay. Now, on the -- the first one --

and these are attached to M. lves' rebuttal as
Schedul e DRI -1, page 1. You were asked if you were
aware of any order or decision by any federal or state
utility regulatory body in the United States granting
or denying a request to establish regul atory
accounting for the purpose of deferring capital costs
and non-fuel operating and mai nt enance expenses

included in rates for a generating unit retired by the

unit -- by -- by the utility. Do you recall that?

A. Unfortunately, M. Zobrist, | do not have
1 and 2.

Q Vll, | just happen to have a set --

A That's fine.

Q -- solet ne --

A Thank you.

JUDGE WOODRUFF: Did you wish to mark
this as an exhibit or?

MR, ZOBRI ST: Judge, since I'musing it
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wth -- with the witness, let's mark it Exhibit 3.
MR. HALL: Just for clarification, Your
Honor, could we get the nunber of the DR?
MR, ZOBRI ST: |'ve got other copies.
Sorry.
(Exhibit 3 was narked for
I dentification.)
BY MR ZOBRI ST:

Q M. Meyer, |'ve handed you what has been
mar ked as Exhibit 3. Do you have that before you?

A | do.

Q kay. And is that a true and correct

copy of your response to KCPL Data Request 17?

A It is.

Q Ckay. And you stated that you had not
conducted any review of any regul atory treatnent
i npl enent ed by ot her regul atory bodi es regardi ng

rate-making for retired generating units; is that

correct?
A. That's correct.
Q And is that still true today? That you

have not conducted such an investigation?
A Specifically about the deferrals of -- of
expenses, no.

Q Right. In response to the DR question
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A | haven't done anything further since
this response.

Q And to read the second part of the
response, quote, as such, he is not aware as to
whet her other utility regul atory bodi es have granted
or deni-- denied deferral of capital costs or Oand M

expenses; is that correct?

A That's what it says.

Q kay. And that -- that's true and
correct?

A Still is.

Q Ckay. And the second question that was

posed to you is, Were you aware of any order or
deci sion by any federal or state utility body in the
United States finding that the retirenent of a
generating facility was an extraordi nary event under

the Uni form System of Accounts; is that correct?

A That's correct.

Q Ckay. And again, you said you hadn't
conducted any review of such decisions; is that true?

A Yes.

Q And still true today?

A Yes.

Q kay. And so you're not aware today of

any ot her decision ever rendered by either a federal
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or state regulatory agency finding that a retired --
that the retirenment of an electric generating plant

was an extraordinary event?

A That's what these say.

Q kay. And -- and that's your testinony.
Correct?

A That's -- yes.

Q kay. Did you read M. Ives' Rebuttal
Testi nony?

A | did.

Q Okay. Did you read Schedule DRI -4, which

Is the decision of the Wsconsin Public Service
Conmmi ssion that denied a simlar deferral accounting
request for a retired electric plant owned by

W sconsin Electric Power Conpany?

A. |'mnot sure that | read the Wsconsin
order, no.
Q Ckay. But you're aware that the

W sconsi n Comm ssion had a simlar request and they
deni ed the request for deferral. True?

A It's ny understa-- that's ny
under st andi ng, but --

Q Ckay.

A -- but the regulatory schene in Wsconsin

is totally different than here.
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Q Now, do you have a copy of Ceneral
I nstruction Nunmber 7 before you? 1've got an extra

copy if that would be --

A No, | --
Q -- nore hel pful.
A |"ve got it. It's in ny testinony.

MR ZOBRI ST: Judge, that is in
M. Meyer's testinony, but |I've got a copy that 1'd
like to mark and put into evidence just so we have it
bef ore us.
JUDGE WOCDRUFF:  Exhi bit Nunber 4.
(Exhibit 4 was marked for
i dentification.)
BY MR ZOBRI ST:
Q Now, M. Meyer, |'ve handed you what is a
copy of the first three pages of the genera
i nstructions of the Uniform System of Accounts. |It's
mar ked as Exhibit 4. And does the third page include
General Instruction 7, which is entitled Extraordinary
l[tens?
A It does.
MR. ZOBRI ST: Ckay. Judge, I'd like to
offer Exhibits 3 and 4 at this tine.
JUDCGE WOCDRUFF: Three and four have been

offered. Any objections to their receipt?
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Heari ng none, they will be received.

(Exhibits 3 and 4 were received into
evi dence.)

BY MR ZOBRI ST:

Q Now, M. Meyer, Instruction 7 directs --
par don ne.

There's nothing in General Instruction 7
that directs this Conm ssion or any regulatory body to
ignore industry trends or ind-- industry practices as
far as what is extraordinary or unusual or unique;
isn't that correct?

A | di sagree.

Q Al right. Were does it say that this
Commi ssion is to ignore industry trends or industry
practices?

A When it says it's specific to a conpany.

Q Okay. Does it say you shoul d not
consi der whether an extraordinary item has affected
t he conpany, but you should ignore what's going on in
the industry?

A It says that if it's an extraordi nary
event to the conpany, it should be considered. It
does not nention anything about the industry.

Q Ri ght .

A If it -- if it had -- if it needed to
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have the industry init, it would have put it in
t here.

Q On what authority do you say that? That
FERC shoul d have said either ignore or consider

i ndustry practices?

A. M. Zobrist, this instruction has been in
for over 40 years. It hasn't changed. So obvi ously
t he FERC has done sone reviews -- or at least | would

hope t hey' ve done sone reviews to nake sure it's stil
applicable after being in the -- in the instructions
for over 40 years. And it doesn't -- and it has never

changed it to now include the industry and | ook at the

I ndustry.

Q And it doesn't forbid it to |ook at the
I ndustry?

A It says to the conpany.

Q There is nothing in here that says,

Conmm ssion, you are to ignore what is going on in the
i ndustry to decide if a conpany has experienced an --
and extraordi nary event.

A | wll agree with you that it doesn't say
that the Conm ssion can -- can -- can consider the
industry. But the standard for an extraordi nary event
goes back to the conpany.

Q kay. So you would agree that in
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considering whether the retirenent of Sibley is
extraordinary for GO, it's appropriate for the
Conmi ssion to see what is happening in the markets
today to determine if that retirenent was an
extraordi nary event?

A That m ght be your opinion. That's not
m ne.

Q Okay. Well, your counsel, M. Wodsnal |
said don't bury your head in the stand. Do you
remenber that? Are you telling this Conmm ssion to
bury its head in the sand and to ignore what is going
on in the industry today with regard to the retirenent
of the Sibley plants?

A What |'mtelling -- what |'m advising or
hopi ng that this Comm ssion does is stay consi stent
wi th what they've done for over 25 years in applying
t he AAO standards, and that is to apply it to the
conpany.

Q But in applying these standards to the
conpany, it can take into consideration what is going
on in the econony today. Correct?

A | don't understand your question.

Q Never mnd. Let's nove on. |n your
testinony, you did not dispute the trends in coal

plant retirenments that M. Rogers discussed in his
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Rebutt a
A.

Testi nmony. Correct?

Did | dispute the -- the -- the -- the

I nformati on he provi ded?

Q

Pardon ne. Let nme rephrase that. You

did not dispute, in your Surrebuttal Testinony, the

trends in coal plant retirenments that M. Rogers

di scussed in his Rebuttal Testinony?

A

| think what | said in ny Rebutta

Testi nony was that the anal ysis perfornmed by

M. Rogers was -- was not relevant to this case.

Q

Okay. But | think you told the

Comm ssion that while they have to apply these

standards to this Conpany, they can consider what's

happening in the econony and in the energy industry

t oday?
A
Q
A
Q

A

That's your statenent again.

kay. Do you disagree with it?

Yes.

Ckay.

| told you before that the standard that

shoul d be applied, in ny opinion, should be to the

Conpany and not the industry.

Q

i gnore what

t oday?

So are you telling the Comm ssion to

is happening in the electricity industry
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A As -- as | said to you before,

M. Zobrist, and I'l|l say it again, that the standard
that this Conm ssion has applied in the past and |
continue to -- to support is that the standard for
extraordi nary should be applied to the Conpany.

MR ZOBRI ST: Judge, | nove to strike the
answer. He's not responding to ny question.

JUDCGE WOCDRUFF:  Overrul ed.
BY MR ZOBRI ST:

Q kay. Let ne ask you once again. Are
you telling this Comm ssion to ignore what is
happening in the electricity industry today in making
Its decision as to whether the retirenment of the

Sibley units was extraordi nary? Yes or no.

A M. Zobrist, | would never tell this
Conmmi ssi on what they should do. However, | am here
today to -- to -- to support what they've done over

the past 25 years, and that is to apply it to the
Conpany.

Q Are you saying that this Comm ssion has
in the past ignored these trends when it's deci ded
whet her or not to approve deferral accounting?

A I f the Commission in the past has
considered the industry, they haven't found it

wort hwhile or worthy of noting it in their orders,
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because they haven't.

Q And you' ve | ooked at all the orders for
the last 112 years?

A If you can cite ne one in -- that's
relevant to this case, | can tell you if 1've | ooked
at it.

Q Vell, | think we agree on this. W're
not going to tell the Comm ssion what they shoul d not
look at. Is that fair to say?

A |"ve never advised the Conm ssion not to
| ook at certain things.

Q So as far as M. Rogers' testinony, you
can't dispute his nunber that 543 coal plants have
retired in the last nine years. Correct?

A As | said to you before, |I looked at it
and | told you in ny Rebuttal Testinony that | didn't
find it relevant.

Q Ckay. But you cannot dispute the fact
t hat 400-- pardon ne, 543 coal plants have retired in

the | ast nine years?

A | did not do any anal ysis on whet her
M. Rogers' work is accurate or not because | -- quite
honestly, | didn't need to.

Q Okay. Because you determined that it was

irrelevant and you did not consider it?
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A Because the Conm ssion has determ ned
that it's --

Q No, |I'm asking you personally did not
consi der --

A | said that in ny di-- in ny testinony

and it's based off of the application of the AAO
standard fromthis Comm ssion for the past 25-plus
years.

Q kay. Let -- let nme switch topics on

you. You tal ked about the 5 percent materiality

st andar d.
A Yes.
Q kay. And to be clear, just because the

Si bl ey depreciation expense and rate of return that

you cal cul ated exceeded 5 percent of GMJ s reported

net incone, this does not nean that the retirenent of
the Sibley units nust be considered an extraordi nary
I ten?

A Just -- it was just another point of
qualification that nakes it extraordinary.

Q Ckay. So this Comm ssion is not required
to grant a deferral request in this case just because
the 5 percent incone threshold may have been exceeded.
Correct?

A That's correct. | hope they do.
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Q Ckay. But they're not required to.
Correct?

A Qobvi ously, M. Zobrist, they can deny
this deferral.

Q Just -- M. Meyer, just answer ny
guesti on.

A | think | just did.

Q They are not required to grant a deferra
request in this case just because the 5 percent incone
t hreshol d has been exceeded. Correct?

A That's correct.

Q kay. And if the Comm ssion deci des not
to grant the deferral request in this case, it wll
not have violated any provision of the Uniform System
of Accounts. Correct?

A | f they make the decision to deny it,
it's -- it's -- it's a noot point.

Q Ckay. But it wouldn't be in conflict
with the USOA. Correct?

A That's their decision. It's not in
conflict because they adopt the USOA to reqgul ate
utilities. If they -- if a-- if a-- if the clause
that -- they believe that we didn't neet our burden
in -- in Instruction 7, then -- then they have the --
the -- the right, and I wouldn't argue against it,
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that they can deny this deferral. Absolutely.
That's --

Q Let ne ask you sone questions about
rate-maki ng. Wuld you agree with the proposition
that rates do not reflect the exact |evels of revenue
costs and investnents of a utility even on the day
t hey becone effective?

A On the day they becone effective, rates
reflect the relationship between revenues, expenses
and rate-base that we expect to -- to have in effect
for a year at |east.

Q But in this Conm ssion as of the true-up
date. Correct?

A But the -- the relationshipis -- is --
IS -- is thought to exist even at the day the rates
are going to go into effect. Because that's the --
that's the whole premise of rate-naking in a
historical test year is you set up a relationship that
you believe is going to exist the year rates are in
ef fect.

Q And in this -- and for GO, the cut-off
date was in June of 2018. Correct? And those nunbers
were not updated to the tine that rates becane
effective in Decenber 2018. Right?

A But that doesn't nean that you have to
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I gnor e.
Q My question is when you cut off --
A No. |'mdisagreeing with you,

M. Zobri st.
Q So we're -- we're in the additiona

I nvest nents and revenues and costs that cone in after
the true-up date when this Conm ssion sets rates?

A Because the -- the argunent is that the
rel ati onship between the historical revenues, expenses
and rate-base still exist at the tine rates are set
and put into effect.

Q Well, that nmay be the argunent, but
that's not the absolute reality when the tariffs
becone effective; isn't that true?

A It nost certainly is.

Q So what happened to all the costs that
were generated since the true-up date and the plant or
whatever that is retired since the true-up date since
t hey haven't been accounted for in a rate case?

A If that relationship would have
materially changed, a party can argue that it should
be reflected in the rates before the effective date of
new rat es.

Q And you woul d do that, for exanple, if

you were MECG by filing an earnings conplaint to say
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I want to have all your revenues and your expenses

once again re-- re-examned in a rate case?

A Absol utely not.
Q Ckay.
A You would -- you would propose an
I solated adjustnent to the -- to the true-up data.
Q Now, rate-making is not a real-tine

process. Can we agree on that?

A You have to define real-tinme for ne.

Q The rates today, August 7th, 2019, do not
reflect today for GVMO rate-ma-- ratepayers the exact

I nvestnents and costs that are being incurring today.

A They' re not supposed to.

Q Ckay. So rate-nmeking not a perfectly
timed process. It's not a real-tinme process.

A It's exactly like | just described to
you. It's -- the rates are established on the

rel ationshi p between rate-base and revenues and

expenses.
Q And woul d you agree then -- let's |ook at
it adifferent way -- that rates never match the

current | evel of costs and revenues because there is
no perfect matching of costs and incurred -- of costs
i ncurred and costs recovered?

A If you're asking me if the rates that
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we -- or that the rates that are established exactly
match the | abor expenses of the Conpany in a -- in a

future period, the answer is no.

Q Ckay.

A But again, the relationship between al
of those factors that | just described are -- are to
maintain -- are to be naintained for the period rates

are in effect.

Q So what we use is past expenses as a
basis to determ ne what rates are reasonable to be
charged in the future. Correct?

A That's how we' ve al ways done it.

Q kay. And part of that is to avoid
excess profits or future losses by the utility one way
or the other. R ght?

A The -- the theory is that that
relationship is going to exist until such tine as
either a party that's not the utility alleges that
that rel ationship has becone distorted towards the --
the utility or the utility | ooks at that relationship
and says we need to cone in and file another rate case
to -- to re-establish that rel ationship.

Q Now, woul d you agree with the proposition
that custoners don't pay for the cost of specific

assets, but rather pay for the service that they're
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receiving fromtheir utility?

A | think that those rates can be traced
back to -- to assets that -- the rate-base, yes, | do
bel i eve that.

Q So all the elenments that cone into rates
that are not part of -- that were not part of the rate
deci sion when those tariffs are effective, they' re not
bei ng traced even though they' re providing electric
service. Correct?

A You'll have to rephrase that because |
don't under st and.

Q Ckay. Well, what I'msaying is, is that
custoners don't get on their bill a charge for Wl f
Creek or La Cygne or a wind farm They get a bil
that says this is what you're going to pay us for we,
the utility, providing electric service. Correct?

A They get a bill that -- that incorporates
all of that -- all of the expenses and -- and return
on rate-base that we've described before.

Q Even though we' ve agreed that investnents
and costs that are being incurred today are not
exactly reflected in those rates?

A Vell, there's certain conponents that --
of the cost today that if we went back, we'd find --

we could find what those are, absolutely.
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Q Well, would you agree that current rates,

what ever they nmay be, lead to a regulatory | ag

situation by their under-earning or over-earning by

the utility? 1Is that a fair way to look at it?

A Regul atory |l ag exists either positively

or negatively towards utilities and custoners

depending on the -- on the cost
Q Ckay. And if the

shift.
utility is

under-earning, as you said, then it can file a rate

case. Correct?

A |"'msorry. Say that again.

Q If awutility is under-earning, if it's

costs are exceeding the rates,

case”?

it can file a rate

A Whenever a utility believes that the

rel ati onship between its revenues, rate-base and

expenses have cone -- have gone so far out of

alignnment that they need to file a rate case, that's

when they file.

Q And --

A It doesn't necessarily nean that just
because a utility has becone -- is -- is under-earning
that they automatically file.

Q And -- if they're -- if they are

over-earning, Public Counsel or Staff can initiate an

TI GER COURT REPORTI NG LLC

WAV TI GERCR. COM

573. 999. 2662

133



© 00 N oo o b~ wWw N PP

N D N N NN P B P P P PP PP
a A W N P O © 00 N O 0o A W N —, O

EC-2019- 0200 VvO.. |

earnings conplaint; is that correct?
A It is. It's nmuch nore difficult.
Q Ckay. Now, you stated in your

surrebuttal that earnings are irrelevant; is that

correct?

A For purposes of this case, that's
correct.

Q Ckay. Wul d you generally agree that

mai ntaining the financial integrity of a utility is a
reasonabl e goal ?

A | believe that it -- it is, yes.

Q Ckay. And you -- but you have not
of fered any testinony in either your direct or your
surrebuttal regarding GMJO s earnings, |let alone their
current earnings. |Is that fair to say?

A | wouldn't agree with that. | think in
nmy Surrebuttal Testinony | describe why we believe
that -- that the earnings of GMDis -- Iis -- we -- we
can't reconcile the argunent that you' re not earning
your authorized return given all the factors and the
special regulatory tools that you're able to enjoy.

Q Now, in your surrebuttal -- I'ml ooking
at pages 23 to 25 -- you stated that there would be
difficulty in calculating Sibley costs and savi ngs

because of the passage of tine. Do you recall that?
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A Yes. | think the argunment woul d be made
that that --
Q Again, |'mjust asking you was that your

testi nony?
A You want -- you want to show ne or refer

nme to the page?

Q Pages --
A |'d be happy to | ook.
Q -- 23 to 25 you tal ked about the

difficulty in calculating Sibley cost and savings.
Correct?

A If you could point nme out on page 23 to
25 where | nmake that statement, M. Zobrist.

Q So are you saying it isn't difficult then

to calculate the Sibley cost and savi ngs?

A Absol utely not.

Q Ckay.

A It's easy.

Q And -- and that's because all this

financial data exists because it's required to be
mai nt ai ned i n existence by the Uniform System of
Accounts. Correct?

A No. Because -- because we've literally
just went through a rate case and the data is still

very current for all parties. And that the ability to
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go back and have the discussi ons about what was
included in rates for those specific portions of
Si bl ey would nuch -- be nmuch nore beneficial and be
much nore cl ear done today than it would be to wait

two and a half years for the rate case.

Q Now, this data is not going to disappear.
Correct?

A No. But, M. Zobrist --

Q Okay. Well, that's ny question. The
data will not disappear. Correct?

A | hope not.

Q kay. And that's because --

A But | have been --

Q -- because GO is required, under the

Uni form System of Accounts, to keep all of its books
and records and they cannot be destroyed by virtue of
the rules of this Comm ssion. Correct?

A But that's not what you' re going to | ook
for.

Q kay. And how | ong do the FERC
regul ations require the preservation of records
related to plant retirenments, do you know?

A | believe the CPRs require themfromthe
date that they are put into service until after

they're retired.
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Q Ckay. And for how | ong are they kept
after retirenment?

A | don't know what the Conpany's retention
rates are.

Q No. |'m aski ng about what the Code of

Federal Regul ations, the FERC, has pronul gated, tel
the utilities how |l ong they nust maintain records
after they retire a plant.

A | don't know.

Q kay. You're not famliar with part 368
of 18 Code of Federal Regul ations?

A If that's what it -- tal ks about
retentions, then I'mnot aware of that, no.

Q Okay. Ckay. Now, let nme ask you just
one final question. You quoted | believe at page 8 of
your direct -- pardon ne, it may be your surrebuttal.
You had a reference to the Departnment of Energy's
Energy Information Adm nistration. | believe it's
your surrebuttal, page 8, lines 14 through 17 on coal
pl ant construction.

A Yes.

Q Okay. And do you consider the data
produced by the Energy Information Adm nistration as
reliable and authoritative?

A It's -- it's a source of data, yes, |
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bel i eve.

Q And as a witness testifying here today,
of fering expert testinony, you have reasonably relied
upon this EIA data to present to the Conmm ssion?

A | did.

Q Ckay.

MR, ZOBRI ST:  Not hing further, Judge.
JUDGE WOCDRUFF: Al right. W'Ill go to
qguestions for the Bench. Before we start that, |

woul d just want to tell the parties that with the

Conmm ssi oners needing to go to agenda at 12:00 -- or
excuse ne -- at 1:00, we'll take a break for lunch at
12: 30 and -- until two o'clock. So M. Chairnman.

CHAI RVAN SI LVEY: No

COMM SSI ONER KENNEY:  No questi ons.
Thank you.

COW SSI ONER RUPP:  None from ne either.

COW SSI ONER COLEMAN:  No questi ons.

JUDGE WOCDRUFF:  There was no questions
fromthe Bench so no need for recross. Any redirect?

MR WOODSMALL: Yes. And I'Il get this
done before 12: 30 easy.
REDI RECT EXAM NATI ON BY MR WOODSMVALL:

Q You were asked about your experience.

Can you tell me what your experience is applying the
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Uni form System of Accounts?

A | reviewed the Uniform System of Accounts
and -- on nunerous occasions to make sure that | have
a conpl ete understandi ng of what's being appli ed.

Q And how | ong have you personal ly had
experi ence applying the Uniform System of Accounts?

A It's a tool we've used since you becone
a -- a reqgqulatory auditor.

Q And how | ong has that been for you?

A Unfortunately, since 1979.

Q Okay. Has the PSC adopted GAAP for
financial purposes for Mssouri regulated utilities?

A My understanding is that it foll ows GAAP,
but it's -- the USOA is the -- is the driving force.

Q You were asked questions about
materiality and whether an event not being materi al
woul d affect the determnation -- let's scratch that.

You were asked questions about that this
IS unique, that no one's ever asked for an AAO for the
retirement of a power plant. Do you recall those
guesti ons?

A | do.

Q And when was the last tinme that you know
of that GMOD retired a power plant?

A | believe the data suggests it's 1987.
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Q kay. And so there hasn't been an
opportunity with GMO to even ask for an AAO for
32 years; is that correct?

A Correct. But it also -- | nean you al so
have to | ook at the entirety of the package. If you
retire a unit wwthin the proper tine franes of a rate
case, that retirenent can be addressed in that rates
and reflected in rates going forward.

So this -- this AAO request is because of
the tinely retirement of the -- of the Sibley units
and that those costs are now included in custoner

rates, which exceed, you know, with conservative

estimates, 30 mllion dollars. That -- that --
that -- that when the Comm ssion approved the rates in
Decenber of 2018, neither -- none of the Sibley units

were operating. They quit operating. The last tine
they operated was -- the nmajor one was Septenber 5th.
And yet we were building in rates that

custoners are paying in excess of 30 mllion dollars
annually for an asset that's producing nothing and
wasn't produci ng anything when the rates were
approved.

Q And when a unit is retired, would you
agree that the materiality of that may be affected by

t he anmbunt of rate-base left on that unit?
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A That's correct.

Q kay. So if a unit operates for
100 years |ike Ednond Street did, it's likely that its
rat e- base was nmuch, nmuch | ess and the inpact was | ess
material than it would be for Sibley?

A That's correct. That's -- that -- that
goes right to the -- to the heart of the whole picture
argunent. You have to look at it inits entirety, but
you al so have to recogni ze that -- that many of these
coul d have been addressed within the context of a
tinely-filed rate case.

Q kay. And so if you retire Ednond Street
after 100 years and it has very little undepreciated
investnent left on it, the retirenment woul d be perhaps
not material and so no one asks for an AAO?

A Could be. O -- or it could have been
addressed in a rate case.

Q Ckay. You were asked questions about
earni ngs and you commented that the Conm ssion
previously held that earnings were irrelevant. Do you
recall that?

A | do.

Q Do you know, having | ooked at a nunber of
GVD applications for AAGCs, has GVO ever raised

earnings in the context of a request to defer costs?
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A VWll, | knowthat in the Sibley retrofit,
that the argunment was nade that -- that to get -- for
granting of the deferral, that would push off a rate
case. O herw se, they would have had to file a rate
case. So | think it -- you know, they've |ooked at it
in that regard.

Q You were asked a brief question about the
W sconsin decision and you said it's a different
regul atory structure. Can you tell nme howit's

different?

A It's ny understanding that -- that
W sconsin deals with forecasted test years. So
they -- they have a forecasted test year instead of
historical. So I think you would have to | ook at the

context of their regulatory process versus Mssouri's
to see if that denial is even applicable or apples to
appl es here.

Q Ckay. You were asked a | ot of questions
about the Comm ssion considering industry data. Do
you recall that?

A Yes.

Q Do you know when GMO asked for a AAO
associated with the renovation of Sibley, did they
provi de any data that you know of regardi ng whet her

renovations were common in the industry at the tinme?
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A It wasn't nentioned in the stuff | -- |
revi ewed, no.

Q And it was your testinony in your
surrebuttal that when GVO asked for an AAO associ at ed
with the construction of latan 2, that at that tine
while it wasn't raised, construction of power plants

were typical and frequent in the industry. Correct?

A Correct. And -- and -- and that
construction and accounting was -- was approved way in
advance.

Q And renewabl e energy standards, Y2K

costs, cold weather rules, pipeline safety costs,

AM FM mappi ng costs, and tax reduction savings, those
are all matters that were frequent in the industry but
the Conm ssion said were extraordinary to a specific
M ssouri wutility; is that correct?

A. Yeah. | nmean the -- the renewabl es, as
we've put in our surrebuttal, when the -- at the tine
that the renewabl e standard was approved for an AAQ
there was 38 states that either had mandatory or goals
for renewabl e standards. | -- I'mstill |ooking for
the utility that -- that doesn't claimthat there's
sonme type of an effect on tax reform | haven't found
one.

Q So despite those matters being frequent
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in the industry at the tinme, the Comm ssion gave AAGCs
for those?

A Right. And -- and the -- yes. And
parties, including the Staff, supported those.

Q You were asked questions about
rate-maki ng and itens happening after the true-up
date. Let's try to apply that to the last rate case.

Do you know when the true-up date was in the last rate

case?
A | believe it was June of 2018.
Q June 30th of 20187
A Yes.
Q And when was surr-- surrebuttal filed in

that case? Wuld you accept Septenber 4th?

A That's what |'ve | earned.

Q Ckay. And do you know when Sibley quit
producing electricity?

A Sibley 1 did not produce a negawatt hour

of electricity after around noon of Septenber 5th.

Q Do you nean Sibley 3?
A Sibley 3, I"'msorry.
Q Yes. So the day after surrebuttal was

filed, Sibley had a turbine problem is that correct?
A That' s ny under st andi ng.
Q And do you know, did GVO informthe
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parties of that or seek to file suppl enental
surrebuttal ?

A. No. In fact, | was involved in
negoti ations of that case |I think around Septenber
10th. And it was never -- it was never nentioned that
the -- the operating status of Sibley had -- had
dramatically changed. It wasn't discussed.

Q And do you know -- did GVO nmake any
effort that you know of to informthe Comm ssion that

Si bl ey had a turbine problemand was not producing

anynor e?

A | -- 1 have no know edge that they were
I nf or med.

Q So when the stipulation was executed and

approved in that case, no effort had been nade to
informthe parties or the Conm ssion that Sibley was
no | onger producing; is that correct?

MR ZOBRI ST: (ojection, |ack of
foundation. The witness said he did not know.

JUDCGE WOCDRUFF: |'l1 sustain that
objection. You nmay rephrase the question.
BY MR, WOODSMALL:

Q Let's go back to do you know i f GVO had

made any filings with the Comm ssion informng the

Conm ssion that Sibley was no | onger producing energy?
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A It's ny understandi ng that they have to
informthe Staff if the unit goes off line. But no
ot her -- when we were around those tables for that
case, no one made any in-- discussion or had any
di scussi on about the fact that Sibley was not
oper ati ng.

Q So when the stipulation was filed and
approved, maybe the Staff knew, but none of the other
parties knew that Sibley was no | onger producing; is
that correct?

MR, ZOBRI ST: (Objection, lack of
foundation to other parties.
BY MR WOCDSMALL:

Q Ckay. MECG -- MECG didn't know t hat
Si bl ey was no | onger produci ng?

A It's ny understanding -- well, | know
that we did not know. And it's ny understanding from
a di scussion yesterday, that the Public Counsel did
not know either.

MR, ZOBRI ST: (bj ection, hearsay.
JUDGE WOCDRUFF:  Sust ai ned.
BY MR, WOODSMALL:

Q You were asked questions about financia

integrity. Do you have any reason to believe that

GVD -- that granting this AAO -- AAO threatens GVO s
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financial integrity?

A No.

Q Do you have any reason to believe GVO
will not be able to raise capital if this AAOis
grant ed?

A No.

Q Finally, you said that it was easy to

cal cul ate savings. Can you tell nme why it would be
easier to calculate savings now than wait till the

next rate case?

A Yes. The data is still relatively fresh
on -- on -- on the -- the calculations of both the
Staff and the -- and the Conpany at -- at the true-up
date. |If the parties were -- could sit down and

di scuss the appropriate way to extract the nunbers
associated with the Sibley units, that can be done
with -- | believe with ease. It's not -- it's not an
I npossi bl e task.

It's not reflected currently in the
accounting schedul es, but the back-up support is there
to pull these nunbers and -- and -- and have sone type
of discussion about their -- whether they're the

correct anounts or not.

If you wait, | can just inmagine --
because |I've -- I've had it argued with ne, that if
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you wait till sonme tinme down the road, the argunent
will be that we haven't maintained the -- the -- the
data, we don't have the back-up, the information is
stal e.

So I woul d suggest strongly that if the
Comm ssion is thinking about doing -- granting the
AAO, that the parties be ordered to neet quickly to
quantify the baseline. Because | think that's when it
can be nost -- it's nore fresh and the argunent of
st al eness woul d conme not cone in.

Q So when you use fresh, the data being
fresh, you nean the data being easier to understand,
interpret; is that correct?

A Well, the people -- and -- and -- we have
turnover. Let's -- let's face it. So let's get the
peopl e in that devel oped the nunbers. Let's get the
people in that supported those nunbers. Because we
don't know in two and a half years if the sane people
are going to be around. M. Rush retired just
recently and he was an integral part of that utility.
So | don't want to have that occur w th another
i ndi vidual and then find out that we can't quantify it
because soneone | eft the Conpany or soneone |eft the
Staff.

Q And so simlarly, if you have turnover at
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Staff, accountants out of the Kansas City office that
conducted this audit, if they left, that woul d hinder
the ability to calculate this going forward?

MR, ZOBRI ST: (bjection, |eading and
suggesti ve.

JUDGE WOCDRUFF: I'l 1l sustain that.

THE W TNESS:  Yes.

MR. WOODSMALL: No further.

JUDGE WOCDRUFF: 1'Ill strike the answer.

MR. ZOBRI ST: Thank you.

MR, WOODSMALL: No further questions.

JUDGE WOODRUFF:  All right. The -- at
this point we will go ahead and take a |unch break.
W' || cone back at two o' cl ock.

(A recess was taken.)

JUDGE WOCDRUFF:  All right. It's
two o' clock and we're back fromlunch, so let's go
ahead and get started. Wile we've gone on break,
Dr. Marke has taken the stand. Let ne get the canera
on you first here.

Before we -- before | swear himin, | had
M. Schal | enberg as going next. Dd-- is that --
does anybody care?

MR, FISCHER We're okay taking Dr. Marke
out of order. W thought too that Bob was going to be
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next, but this is fine with us.

JUDGE WOCDRUFF:  We woul d prefer that
M. Schal | enberg be next.

MR. WOODSMALL:  You know what it is, Bob?
The headl i ner al ways goes | ast.

That's why you're going now. You're the
openi ng act.

JUDGE WOCDRUFF:  All right,
M. Schal | enberg.

(Wtness sworn.)

JUDGE WOODRUFF:  Thank you. You nmay
I nquire.
ROBERT SCHALLENBERG, being first duly sworn, testified
as follows:
DI RECT EXAM NATI ON BY MR HALL:

Q M. Schal | enberg, good afternoon

A Good afternoon.

Q Wul d you pl ease state your nanme and
spell it for the benefit of the court reporter?

A Robert E. Schal |l enberg. It's
S-c-h-a-I-1-e-n-b-e-r-g.

Q And by whom are you enpl oyed and what
capacity?
A "' menpl oyed by the O fice of Public

Counsel, and ny position is the director of policy.
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Q And on whose behalf are you testifying
t oday?

A On behalf of the Ofice of Public
Counsel .

Q Are you the sanme Robert Schal | enberg who

caused to be filed Direct Testinony on April 23rd,
2019, subsequently corrected April 24th?

A | am

Q Are you al so the sanme Robert Schal |l enberg
who caused to be filed Surrebuttal Testinony on July
7th of 2019 in this docket?

A I am

Q If | asked you the questions in the --
the Direct Testinony that you caused to be filed,

woul d your answers be the sane or substantially

simlar?
A Yes.
Q Do you have any corrections to nmake to

your Direct Testinony?

A No.
Q Again, simlarly, if |I asked you the
questions provided in your -- in your Surrebuttal

Testi nony, woul d your answers be the same or
substantially simlar?

A. Yes.
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Q Do you have any corrections to nmake to
your Surrebuttal Testinony?

A No.

Q Do you -- is your Direct and Surrebuttal
Testinony a true and accurate representati on of your
testinony in this case?

A Yes.

MR. HALL: At this time, Your Honor, |
woul d nove that M. Schall enberg's Direct and
Surrebuttal Testinony be noved -- be noved to be --
nove to admit themas exhibits. W had them
previously marked as Exhibits 6 and 7.

JUDGE WOODRUFF:  They woul d be 5 and 6
Now.

MR, HALL: Five and six now?

JUDGE WOCDRUFF: Direct is 5 and 6 is
surrebuttal.

MR HALL: So for -- for clarity sake
t hough so, we had initially filed a version of Direct
Testinmony that, unfortunately, did not contain |ine
nunbers. The -- the exhibit that's been offered does
have the correct |ine nunbers.

| amat this tinme noving that the
confidential version be classified as public. After

conversations with GMO s counsel, the nunmber that we
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t hought may have been confidential and marked as such
out of an exercise of caution turns out not to be
confidential. Barring any objections at this tine, |
request that that be treated as public well.

JUDGE WOCDRUFF: Was that on the direct
or on the surrebuttal ?

MR, HALL: The direct, Your Honor.

MR, ZOBRI ST: And ny understanding is
that's correct, Judge.

JUDGE WOODRUFF: Ckay. We will accept
themas -- as the fornmerly confidential version was --
I's now public.

MR. HALL: Thank you. And | --

JUDGE WOODRUFF:  And |l et -- anyone object
to receiving those docunents into evidence?

Heari ng no objections, they are received.

(Exhibits 5 and 6 were received into
evi dence.)

(Exhibits 5 and 6 were marked for
i dentification.)

MR, HALL: | tender the witness for
Cr oss.

JUDGE WOODRUFF: Ckay. And for cross, we
will begin with MECG

MR, WOODSMALL: Yes, thank you.
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CROSS- EXAM NATI ON BY MR WOODSMVALL:

Q M. Schal l enberg -- well, first, good
afternoon. Are you a CPA?

A Yes.

Q Can you -- and you're famliar with the

terns USOA and GAAP; is that correct?

A I am

Q Can you tell ne what the rel evance of
GAAP is to this case?

A GAAP is the overriding accounting
principles that is used for financial statenent
preparation. And what was the other part of the
questi on?

Q Howis it relevant to this case? And |
thi nk you just answered that.

Can you tell nme, does the USQA build upon
GAAP or what is the relationship between the two?

A Well, GAAP for a utility recognizes the
Uni form System of Accounts and al so recogni zes
regul atory decisions and -- and that kind of materi al
interns of what is GAAP applied to a utility.

Q Ckay. Do you believe that you need to be
a CPA in order to interpret, analyze under GAAP or
USQA?

A. Wl |, no. | -- | -- 1 know the answer's
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no because | could have done the sane thing before |
was a CPA that | could do after a CPA
Q Ckay. Do you recognize M. Meyer as an
expert on anal yzi ng docunents or anal yzi ng under GAAP
and USCA?
MR ZOBRI ST: (nojection, |ack of
f oundat i on.
MR. WOODSMALL: He was his -- he was his
supervi sor for --
JUDCE WOCDRUFF: The-- th-- that's the
foundation we need if you can ask about that.
MR, WOODSMALL: Ckay. | get it now
BY MR WOCDSMALL:
Q Did you supervise M. Myer for a nunber
of years in your previous role?
A | -- | did on the audits that he was
assigned on that | was on.
Q Do you recognize M. Meyer as an expert
when it cones to applying GAAP and USQA?
MR, ZOBRI ST: Judge, | object. That
I nvades the province of the Comm ssion to determ ne
who is an expert and who is not an expert.
JUDGE WOCDRUFF:  |'mgoing to overrule
t hat obj ecti on.

You can answer.
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THE WTNESS: Yes. | nean we -- you
know, you're always -- when you're with the --
especi ally when the Conmm ssion nade the chief
accountant the CPA, you always were under the
direction or advice of a CPA.

MR, WOODSMALL: [|'d like to mark three
exhi bits, Your Honor.

JUDCE WOCDRUFF: Is this first one then
7?

MR, WOODSMALL: Yeah, | guess it would
be.

JUDGE WOCDRUFF:  Ckay.

MR, WOODSMALL: And we can -- 'l
clarify that when we --

MR FI SCHER. Wul d you happen to have an
extra copy of any of these?

MR, WOODSMALL: Yeah, | wll.

And, Your Honor, what |'ve handed the
witness is -- and I'll have himidentify these, but if
we could mark them The first one has a nunber. It
says end of 2016 (4 at the top, if | could mark that
as Exhibit 7. The next one says at the top end of
2017 Q4, if we could mark that as Exhibit 8  And then
end of 2018 4, if we could mark that as Exhibit 9.

BY MR WOCODSMALL:

TI GER COURT REPORTI NG LLC
WAV TI GERCR. COM  573. 999. 2662

156



© 00 N oo o b~ wWw N PP

N D N N NN P B P P P PP PP
a A W N P O © 00 N O 0o A W N —, O

EC-2019- 0200 VvO.. |

Q M. Schal | enberg, |'ve handed you
Exhibits 7, 8 and 9. Can you tell nme what those are?

A These are sel ected pages fromthe FERC
Form 1 for the year that's up in the upper right-hand

cor ner.
Q And they're FERC Form 1ls for GVO is that
correct?
A Yes. KCP&L G eater M ssouri Operations.
Q And you're famliar with this docunent in
general -- with FERC Form 1's; is that correct?
A | am
Q And are you famliar if you had

opportunity to review the KCPL GVO specific FERC Form
1's for this tinme period?

A Yes.

Q kay. Turning to Exhibit 7 -- well,
let's start with Exhibit 9. Can you tell nme |ooking
at that -- you see aline that is line 16. And just
so | understand this properly, that is the steam
production plant line and it adds up the bal ances for
st eam production plant; is that correct?

A That's correct.

Q And if you turn to the backsi de,
columm D, that shows the retirenents for all steam

production plant; is that correct?
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A In that year.
Q Yes. And can you tell ne for 2018 what
the total retirenments were for steam production plant

for GVO?

A Thi s page doesn't identify -- oh, you
said GMO

Q Yeah.

A It's 486 -- 16, 60 -- it's 486, 451, 128
dol | ars.

Q kay. And does -- does GVO in any way

attenpt to explain that nunber to the reader?

A If you -- I -- the footnotes for page 204
are on the third page of this exhibit. Now, |'m
sorry. Wat did you ask ne?

Q | asked you -- you answered ny question.
And what does that footnote that says schedul e page
204, line nunber 16 colum D, what does that show you?

A 16D. It shows you -- it identifies the
retirenents of the Sibley generating units 1, 2 and 3
and conmon plant that was retired on Novenber 13th,
2018.

Q And the total retirenent associated with
Sibley's 1, 2 and 3 and conmon pl ant were how nmuch?

A. 470, 686, 028 dol | ars.

Q kay. So of the total steam production
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plant retirenments of 486 mllion, 400 and
approximately 71 mllion of that was associated with
Sibley; is that correct?

A Yes. This footnote would tell you how
much of the total was the Sibley generating units.

Q Ckay. Turning to Exhibit 8, which is the
FERC Form 1 sel ections from 2017, do you have that in

front of you?

A | do.
Q And just so I'mtrac-- I'mfollowing this
correctly, the retirenment for -- for 2017 for total

st eam producti on was how nuch?

A 26, 834, 314.

Q And does GVO attenpt to explain in any
way what that is nade up of?

A 15 -- no.

Q And turning to Exhibit 7, can you tell ne
what the total retirements were for that?

A 30, 998, 133 dol | ars.

Q And does GMO in 2016 provide any
expl anation of what that is made up of ?

A No.

Q So in 2018 -- to get to the heart of

this, in 2018 they provide a footnote and say here is

what we're retiring Sibley; is that correct?
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A On the last page, that -- that identifies
the retirenents of Sibley.

Q And in 2016 and 2017, even they -- even
t hough they had retirenents, albeit nuch smaller, they
don't provide any explanation to the reader of we're
retiring any general -- any plant. It's just all
| unped together; is that correct?

A Vell, yes. You -- this -- this schedule
doesn't identify -- the first two pages doesn't --
just identifies nunbers in an aggregate of steam
production. So it doesn't identify Sibley

speci fically.

Q O any other unit? It doesn't --

A That's correct.

Q -- provide a footnote; is that correct?

A It's -- it's the aggregation of all their
st eam production. And then that -- that footnote
on -- is it 9?

Q Yes. Sorry.

A That footnote on 9 gives you information

regarding the retirenment nunbers that are on the
second page of that exhibit.

MR, WOODSMALL: No further questions,
Your Honor. Did | nove -- can | nove Exhibits 7, 8

and 9?7 |'msorry.
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JUDCE WOCDRUFF: Yes. 7, 8 and 9 have
been offered. Any objections to their receipt?

Heari ng none, they will be received

(Exhibits 7, 8 and 9 were received into
evi dence.)

MR, WOCDSMALL: No further questions,
Your Honor.

JUDGE WOCDRUFF:  For Staff.

M5. ASLIN:. No questions.

JUDGE WOCDRUFF:  For GWVO.

(Exhibits 7, 8 and 9 were nmarked for
i dentification.)
CROSS- EXAM NATI ON BY MR, ZOBRI ST:

Q Good afternoon.
A Good afternoon.
Q Now, M. Schal | enberg, you were an

auditor here at the M ssouri Public Service Conm ssion
until My 15th, 2018; is that correct?

A | -- that's when | changed positions from
the Staff. Are you tal king about how long I was an
auditor? | guess off and on it would go from Novenber
of "76 up to that date, except |I was working for the
KCC for | think it's five to eight nonths in 1978.

Q Now, your |ast position at the Conm ssion

was not as an auditor; is that correct? You were a
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manager of Qperational Analysis?

A No. That wasn't ny title. I'mtrying to
think of what ny title was again. | don't renenber.
I was a manager of sonething, but.

Q You know, | happen to have kept a phone
listing fromJune of 2017 and it states that you're
the only nmenber of a group known as Operati onal
Anal ysis. Does that sound correct?

A No.

MR ZOBRI ST: GCkay. Wuld you mark that?
s it Nunber 107

JUDCGE WOCDRUFF: It woul d be Nunmber 10.

(Exhibit 10 was marked for
identification.)

MR, ZOBRI ST: Judge, |'mnot sure | have
all the necessary copies, but | can give --

JUDGE WOCODRUFF: If you can give ne
t hr ee.

MR ZOBRIST: -- | can give three for you
and Conmi ssi oner Kenney and Chairman Silvey. And
M. Wodsnal .
BY MR ZOBRI ST:

Q So | et me show what you |'ve marked as
Exhibit 4 [sic]. Do you see that, sir?
A | do.
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Q " msorry.

MR ZOBRI ST: Exhibit 10 is it, Judge?
JUDGE WOODRUFF:  Exhi bit 10.
BY MR ZOBRI ST:

Q Okay. Does that appear to be the PSC
Di vi si onal Phone Listing of June 23rd, 20177

A | don't know that it's the -- the
official one of the PSC. There's several of these
t hat go around.

Q Well, | nean this appears to be sonething
that was printed fromthe Conm ssion's official
website on June 23rd, 2017. And you are listed just
above Safety Engi neering and toward the bottom of the

m ddl e columm. Correct?

A ["'mon this sheet. | don't know that
this is sonme official -- | don't know how offi ci al
this is.

Q You don't -- you worked here for 25 years

and you don't know the PSC s official website?

A | know the PSC s official website.

Q Wll, isn't that the official website
there at the bottom of Exhibit 10, PSC. M. gov?

A | -- I -- 1 guess. | nean | -- | do not
remenber. And as | renenber ny last position with the

PSC was to be the manager of Financial Analysis and
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Managenent Services and sonething |ike that.

Q Okay. Do you see the mddle colum here?

A Yes.

Q Ckay. |If you would count up about ten
nanmes, |'ve underlined your name in red. Do you see
t hat ?

A Yes.

Q Ckay. It says Bob Schal | enberg and above
that it says Operational Analysis. Correct?

A Yes.

Q And that doesn't have anything to do with

auditing, it doesn't have anything to wth finance.

Correct?

A | don't know what Operational Analysis
means.

Q Ckay. Was your tel ephone nunber at the
time 751.71627?

A It was.

Q Ckay. But you weren't the head of

audi ti ng when you left the Conm ssion to work for

Public Counsel; is that correct?
A That's correct.
Q Okay. Now, let ne ask a coupl e of

guesti ons about the Uniform System of Accounts. That

I's the conprehensive basis of accounting that this
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Conmmi ssion and the Federal Energy Regul atory
Conmmi ssion uses to carry out their rate-nmaking duti es.
Correct?

A Yes. |In general.

Q And the M ssouri PSC has directed
el ectrical corporations, which are public utilities
under its state regulations, to follow the Uniform
System of Accounts. Correct?

A | -- | believe the Conm ssion has a

specific version of the Uniform System of Accounts it

adopt ed.

Q Right. And that was at 4 CSR 240-20. 030.
Correct?

A | don't renenber it off -- you know, the
nunbers and stuff. | know there's -- it's in the
rul es.

Q kay. And it's in -- nmeaning it's in the

Comm ssion's regul ations. Right?

A Yes.

Q kay. And the M ssouri Conm ssion uses
this financial information that GMO, in this
particul ar case, records under its Uniform System of
Accounts books and records to carry out its
responsibilities under Mssouri law. Correct?

A It would be a conmponent. It's not the --
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it'"s not the only basis that the Comm ssion does its
cases and its activities.

Q Vll, isit -- is it fair to say that the
rates that the Comm ssion sets are based upon the
financial information in the Uniform System of
Account s?

A Not -- no.

Q kay. And what's -- what's the basis for
that? |Is that an opinion?

A The basis for the like setting rates is
based on the nunbers that are put into a
cost-of-service study and a class cost-of-service.

And those nunbers aren't necessarily Uniform System of
Account nunbers that are recorded. Sone of themare
proforma, sonme of themare estimates and -- and all

t hat .

Now, the -- the -- the basic book on
record that you start with is supposed to be done in
a -- consistent with the Uniform System of Accounts,
but it gets nodified in a rate case.

Q But the -- the information that fornms the
basis for rate-nmaking, whether they're proforms or
what, stem fromthe USQCA books and records that GVO
and other M ssouri public utilities keep. Correct?

A As | said before, they start there, but
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they don't end up there.

Q Ckay. |Is it true that this is the first
case where you have ever testified that an AAO should
be ordered by the Comm ssion as a result of retirenent
of an electric generating plant?

A | -- 1'd have to say yes, because | don't
remenber another case like this.

Q kay. And do you recall that data
requests were propounded to you, Numbers KCPL 3 and 4
that asked if you were aware of any other federal or
state utility decisions that had granted or denied a
request to establish a regulatory accounting for the
pur pose of deferring capital costs when a generating
unit retired?

A Yes.

Q kay. And am | correct that those
responses essentially said that you were not aware of
any such decision. Correct?

A Yes. | didn't -- | didn't nmake an effort
to study beyond the M ssouri boundaries as to this
case.

Q Ckay. And am | correct that those
responses are contained in Schedules DRI-1, page 2 and
page 3 of M. lves' Rebuttal Testinony?

A | don't have his testinony, but if that's
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what it is, then that's what it is.

MR. ZOBRI ST: Ckay. Judge, | have extra
copies so I'"'mjust going to hand themto the w tness
to make sure that we identify those correctly.

JUDGE WOCDRUFF: Ckay. Are you going to
mark this?

MR ZOBRIST: Yes. |If you could rem nd
me what nunbers those woul d be.

JUDCGE WOCDRUFF: This woul d be 11.

(Exhibit 11 was marked for
i dentification.)

MR ZOBRIST: This will be 12, Judge.

(Exhibit 12 was marked for
identification.)

BY MR ZOBRI ST:

Q M. Schal |l enberg, |I'm not going to have
you read all of that into the record, but can you
identify Exhibit 11 as response to KCPL 3 and Exhi bit
12 is the response to KCPL 4?

A Yes.

Q Ckay.

MR, ZOBRI ST: Judge, | nove Exhibits 11
and 12 into evidence at this tine.

MR, HALL: Public Counsel objects nerely

because this seens overly redundant, as M. Zobri st
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al ready remarked, these are attached to M. Darrin
Ives's testinony and formpart of the basis for his
testinony. | see no reason why these should be
admtted as separate exhibits.

MR ZOBRI ST: Well, Judge, in the
unli kely event that M. |ves' schedules don't cone
into evidence, | just want to nmake this -- ensure that
this is in the record.

JUDGE WOCDRUFF: Ckay. Just keeping up
with all the paper here. 11 and 12 have been offered.
There was an objection from Public Counsel that they
were redundant. That wll be overruled and they wl|
be adm tted.

(Exhibits 11 and 12 were received into
evi dence.)

BY MR ZOBRI ST:

Q And, M. Schall enberg, just to confirm
on Nunber 12, in your response there you didn't say
that you didn't inquire. You actually said that you
were not aware of any order or decision of any federal
or state utility regulatory body in the US that found
and rejected consideration of the retirenent of a
generating facility as an extraordi nary event under
the USOCA. Correct?

A. Yeah. The reason I'mnot aware i s
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because | didn't try to find out.

Q Ckay. And you're not aware today as
well. Correct?

A Yeah. The answer still is good today.

Q Okay. Now, in your Direct Testinony on
page 4, you stated that GMO has al ready established a
regul atory asset in the anmount of 159.9 mllion
dollars regarding the retirenment of the Sibley
generating units. Do you renenber that?

A Yes.

Q Okay. And that is under the GAAP records
of the conpany, not under the Uniform System of
Accounts; is that correct?

A Yes. The nunber's in a different spot
under the Uniform System of Accounts.

Q Ckay. And we don't have a decision from
the Commi ssion that directed the Conpany to list the
retirenent of the Sibley generating units in any
amount as a regulatory asset or a regulatory
liability. Correct?

A. The -- the Uniform System of Accounts,
this noney is -- has been booked agai nst the
depreciation reserves. So if that's the -- if that's
what you asked ne, that's what it is.

Q Well, actually what | asked you was the
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Conmmi ssion had not directed GMO to create either a
regul atory account or a regulatory asset on its books
with regard to the retirenent of the Sibley plant.
Correct?

A Yeah. But | don't -- it's not necessary
that the Conmm ssion has to give themauthority to nmake
that -- that entry.

Q But under the Uniform System of Accounts,
it would be. Correct?

A That's why | told you it's in the --
under the Uniform System of Accounts, it's in the
depreciation reserve. And then on their GAAP
statenents, it's a regulatory asset.

Q Okay. Now, let ne switch topics on you
and -- and let's discuss a little bit about
retirements and whether they're extraordinary.
CGeneral |y speaking, unless there's an expl osion or an
extrene weat her event that damages or destroys a
plant, the retirenent of a plant is typically an event
that is scheduled. Correct?

A Il -- 1 would say ultimately it is. | --
a lot of the ones that |I've seen have been caused by
acci dent s.

Q Ckay. But if you don't have an acci dent,

it's -- it's ordinary business for a utility to say we
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think we're going to retire a plant in so nany years.
Correct?

A Well, you need a -- they do that for
depreci ati on because you have to have that date to
estimate the life. Inreal life, units stay in
service until it's no longer beneficial to have them
I n service.

Q In this case, the retirenment of Sibley
unit 1 and unit 2 was announced in January 2015.
Correct?

A Yes.

Q Ckay. And the announcenent of Sibley 3,
plus the boiler in 1 and common plant, that was
announced in June of 2017. Correct?

A | have those press rel eases.

Q And these were also attached to M. Ives
rebuttal as Schedule DRI -3; is that correct?

A |"'mnot as famliar with his testinony as
| amwth this.

Q Ckay.

A But the -- the June 2nd press release is
in ny Schedul e RES-D4, page 44 and it goes -- goes on.
And then you asked nme about the '15, the first one,
whi ch had Sibley 1 and 2 |listed. That was on January
20t h of 2015 and that's Schedul e RES-D4, page 38.
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MR, ZOBRI ST: Ckay. Judge, | have three
copies for the two Conm ssioners and -- and you. |
t hi nk everybody el se has got access to this, so |I'm
not going to put this into evidence, but -- | happen
to have a fourth one here for Conmm ssioner Rupp.

JUDGE WOODRUFF:  And are you going to be
marking this as --

MR ZOBRIST: No, I'mnot. Because
M. Schall enberg has got a copy and |I'm going to ask
himif it's the sane one and go over and see if it's
the same docunent and then |I've got just a few
guesti ons.

JUDGE WOCDRUFF:  Ckay.
BY MR ZOBRI ST:

Q s that the sane one?

A | think it is.

Q For the record, is that the sane one in
your records?

A Yes. Let ne check the |ast page. Page 4
future events. Ckay. So this one is. And | gave
you -- | gave you back the --

Q Al'l right.

A -- wrong one.

Q | think they're the sanme. 2017.

A Oh, okay. So -- all right. | thought
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you were asking nme about the other one.
Q Al right. So we're all |ooking at the

medi a rel ease that was i ssued on June 2nd, 2017.

Correct?
A Yes.
Q And this is the release that's dated in

2015. KCPL and GVO had issued notice with regard to
the retirenent of certain plants. And then this one
is the release that added Sibley 3 to the return of

the notice. Correct?

A Now, you're tal king about the 2017. This
Is the one that announces 3. R ght?

Q Correct.

A And the prior one only tal ked about 1 and
2.

Q Right. That's -- that's correct.

A Ckay.

Q So a nunber of factors, the Conpany

advi sed, contributed to the decision to retire these
units. Do you see that on pages 1 and 2 of the press
rel ease?

A Are you tal king about those four bullets
on the second page?

Q Yes, sSir

A. Yeah. It -- it alists four itens.
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Q Ckay. Now, on the first bullet point it
refers to the reduction in wholesale electricity
mar ket prices. Are you generally aware that prices
have fallen in recent years?

A Yes. And |I'maware there's conpeting
forecasts about what that will be in the future.

Q And on the second bullet point, the
Conpany cites near-termcapacity needs. Is it --
woul d you generally agree with the proposition that
utilities have seen flat, |ong-term peak | oad growth
in the past five to eight years?

A | would -- | nean it doesn't apply to
GVO, but | would say the rest of the industry is
generally flat. But | noticed that in this press
rel ease they're only tal king about KCP&L. They're not
menti oni ng GVO.

Q But there are GMO plants that are |isted
here at the end of the press release. Correct?

A That -- that's correct.

Q kay. And, in fact, at the -- on page 3
it talks about G eat Plains Energy, the forner nanme of
the hol ding conpany, and it tal ks about it being the
hol di ng conpany of both KCPL and KCPL Greater M ssouri
Oper ati ons Conpany. Correct?

A It does.
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Q Ckay. Now, plant age. Wuld you agree
that all of the Sibley units were approxi mately
50 years or older at the tine that they were retired?

A Yes. | think Sibley 3 is the |ast one
and | think it came onin -- in '69, so that would be
50. But it had sone problens at first and | don't
remenber if they officially made -- | think it was '71
or ‘73, but yeah, it's about 50 years.

Q And woul d you general |y agree that
I ncreasi ng environnental conpliance costs have |ed
many utilities, including GMO, not to retrofit plants
with controls that are needed to neet expected
envi ronnment al requirenents?

A That -- did you ask were they retired
because of those reasons?

Q No. |I'm-- what I'msaying is would you
agree that environnmental conpliance costs continue to
rise and that has contributed to decisions by many
electric utilities, including GMO, not to further
retrofit plants with controls needed to neet expected
envi ronnmental requirenents?

A Well, you said in respect to GVO and
that's not true. GMO put new scrubbers on Sibley 3 in
2019. So they didn't make the deci sion because of

envi ronnment al upgrades not to shut the unit down.
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They just spent the noney and -- and inproved it.

| woul d say, based on what you asked ne
earlier about retirenents, it's a decision you have to
make. Is -- is it -- is it beneficial to retire and
not spend the noney or is it better to spend the noney

and use the unit.

Q So you're saying that the Conpany put
scrubbers on a unit in 2019 that it retired in 20187

A 2009.

Q 2009. ay.

A Ten years.

Q Ten years ago?

A Yeah. Wth a 40-year life.

Q Now, woul d you agree that all plants
retire at sonme point in tinme. Correct?

A Well, I -- | guess conceptually there
are. | mean there's sone that's older than I am and
t hey' ve got a good chance to |last longer than | wll.
So | can't say that every plant --

Q Are you --

A To -- to -- to understand a power plant,
it's not like a car that's not -- that runs out of
date. You can rebuild parts and do things to reha--
rehabilitate, which is done on sone of these units to

keep a planet -- plant alive.
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Q Forever?
A Well, until you don't need electricity.
Q So you're saying that we shouldn't build

new power plants? W should just keep retrofitting
power plants and not worry about what's going on in
t he econony?

A Here's what |'mtrying to say to you,
sir, is that sone of those power plants have
ri ght-of-ways and access to transm ssion that woul d be
extrenely hard to get and is another factor you have
to look at if you're going to get your electricity
fromsonething else. | nean there are power plants
that were here before | was born and they're still
here and they're --

Q And so -- pardon ne. Go ahead.

A And they should stay until it's
beneficial for themto be retired.

Q But this is the first case in your al nost
30 years here at the Conm ssion, now at Public
Counsel , where you have stated that the decision to

retire a plant is now extraordi nary. Correct?

A Well, | didn't say what you said | said.

Q So -- all right.

A |'"msaying that this situation of the
Sibley retirenent is extraordinary. |'mnot saying
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that every -- every retirenent is extraordinary,
because it's not. But | amsaying that the Sibley
retirenent that's before us today is extraordinary.

Q Now, apart fromthe Sibley retirenent, is
it fair to say that GMO s rates today -- today do not
reflect GMOJ s exact | evels of revenues, cost and
I nvest nents?

A Vell, |I'mhaving troubl e because you said
revenues. And its rates today determne its revenues.
Q So you' re saying that here today,

August 7th, 2019, rates perfectly match the cost
structure, the revenues, the expenses, the investnents

of the Conpany even though they were set about a year

ago?

A In fact, you're m ssing another point.
Billing determ nants have a big deal. You don't
collect -- as long as you have fixed costs in your

commodity charge, they're never in sync.

Q And that's the point. They're never in
sync. Rate-making in Mssouri and in nost states is
not a real-tinme process. Correct? Expenses --

A l"mnot -- | -- I"mhaving trouble with
real-time. | nmean if you're asking do we -- do we
take the costs, run themin and change the rate today

for what the costs are as of today, no, we don't do
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t hat .

Q Okay. Because rate-naki ng does not
perfectly reflect at all tines the revenues, costs and
i nvestnments of a utility?

A I f you're tal king about at that point in
time on that day, that rates don't match up to the
cost on that day, like nost pricing decisions don't
mat ch the inner prices cost.

Q Okay. Now, let ne talk a little bit
about the baseline issue. You disagree with M. Ives'
testinony that there is no baseline or neasuring point
fromwhich to quantify the regulatory liability that
Publi ¢ Counsel has requested. Correct?

A Yes.

Q kay. And you say that the costs to
operate the Sibley station was not a contested issue
when the GVO rate case settled in 2018. Right?

A. It wasn't a contested issue as to the
costs, no.
Q And you stated that the nunbers provided

by GMO and Staff in that rate case are enough for the
determ nation of a baseline. Correct?

A Yes.

Q Okay. Did you provide those nunbers in

your Direct Testinony or your Surrebuttal Testinony?
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A | -- 1 did, yes.
Q And where are they?
A If you go to ny direct of the -- it's in

the tes-- the body of the testinony. If you go to
page 11 of ny direct, | gave at that tine the best
estimates that we had at the Ofice of Public Counsel
for those itens that are |listed there.

Q And that estimate is not the sane that
M. Meyer has in his testinony. Correct?

A That -- that's correct. | nean that's --
that's why the -- the nunbers are not going to be
exactly the tr-- right because people won't know
what's going to go in and what's not.

Q Now, the -- the GMO rate case settled a
vari ety of revenue requirenent issues by reducing
GMO s revenue by 24 million dollars. Correct?

A That was the -- that was the rate inpact
in the settlenent, yes.

Q Ckay. And that rate inpact, that
reduction to 24 mllion dollars, wasn't allocated to
Sibley or to any other operational unit or issue that
was set forth on the first two pages of that
Stipulation and Agreenent. Correct?

A | think the stip tal ked about an
Accounting Authority Oder for Sibley. | knowit was
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an adjustnent in the case. | -- | don't re-- | -- |
know t here was nention about the authority to file for
an accounting order in the stip.

Q Are you tal king about the regul atory
liability that the conpanies agreed to for Sibley and
for Montrose?

A Well, the accounting -- the one for the
depreciation, if that's what you' re asking nme for,
there is that provision for all of the type -- these
types of retirenents. Now, for the accounting order
that we're here today, there is a nention that at
least -- | don't knowif Staff had the right, but OPC
had the right, but the Conpany has the right to
oppose.

Q Well, the 24 mllion dollar reduction
in-- in GMJs revenues in the stipulation, in that
agreenment was not allocated by the 30 or so issues
that are on the first two pages of the Stipulation and
Agreenment. Correct?

A Yeah. | nean -- yes, excuse ne. Most of
it's driven by incone tax reductions.

Q Well, the point is there -- there's no
allocation in there. You' re not disputing that, are
you, sir?

A. There's no allocation in the order?
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Q Correct.

A O the stip?

Q O the stip.

A Yes. That's -- that's true.

Q kay. So this is what | think sonme of

the parties in opening statenent referred to as the
bl ack box settlenent. It was sinply a negoti ated
agreenent to reduce KCPL's revenue requirenent by
20 mllion dollars and to reduce GMJ s revenue

requirenment by 24 mllion dollars. Correct?

A That's for the signatories, yes.

Q "' msorry?

A That's for the signatories, yes.

Q Okay. And one of those signatories was

the -- was MECG  Correct?

A |"mnot aware -- | don't renmenber whether
t hey signed or not.

Q And -- and Public Counsel did not object
to this stipulation. Correct?

A In -- with the stipulation that has the
| anguage so we can do this case, yes, that's -- we did

not oppose the stip once that was put into the stip.

Q You didn't object to this stipulation.
Correct?
A You're tal king about the rate reduction?
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Q Yes.

A. Yeah. | mean the -- the office was not

going to hold up a rate reduction, so.

Q But it --

A But it got -- it got the provision that
it could -- it could pursue -- pursue this Accounting
Authority Order after the rates changed -- rate

reduction was put in place.

Q The Comm ssion, therefore, properly
treated the unani nbus -- pardon nme, Non-unani nous
Partial Stipulation and Agreenent as a Unani nous
Stipulation and Agreenent. R ght?

A | think that's -- if you don't oppose,
that's how they're going to treat it, yes.

Q Now, let nme show you -- | think it's
Exhi bit Nunber 4. The --

MR, ZOBRI ST: Do you have Exhibit 47?
Wul d you hand that to the w tness, please?
BY MR ZOBRI ST:

Q This is the first three pages of the

general instructions of the Uniform System of

Accounts. Do you see that, sir?

A | -- you said three pages?
Q It's been narked as --
A Yes.
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Q -- Exhibit 4.
A Yes.
Q Now, al though | was asking M. Meyer

about the extraordinary itens, let nme turn your
attention to page 2. And it's Section 2 that deals
with records. Wuld you agree that the regul ations
there in subpart 2B and 2C have provisions with
regarding -- with regard to the books and records that

are kept by a public utility?

A You said 2B?

Q Right. It's in the first colum of
Exhi bit 4.

A Yeah. | see -- | see 2B and 2C, yes.

Q And 2B says, The books and records

referred to herein include not only accounting records
inthe limted technical sense, but all other records
such as m nute books, stock books, reports,
correspondence, nenoranda, et cetera, which nay be
useful in developing the history of or facts rel a--
regardi ng any transaction. Correct?

A That's what it says.

Q And t hen subsection 2C says, No utility
shal|l destroy any such books or records unless the
destruction thereof is permtted by rules and

regul ati ons of the Conm ssion. Correct?
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A That's what it says.

Q And here Commi ssion with a capital C
nmeans FERC, is that right?

A On this exhibit?

Q Yeah.

A. Yeah, this is a FERC docunent.

Q Ckay. But these are also the genera

i nstructions that are part of the USOA that the
M ssouri Comm ssion has adopted and stated that its
public utilities nust abide by. Correct?

A |l -- 1 would -- if | ook at the first
page, it says 4/1/11 edition, | -- |I"'mpretty sure
that's not the version that was adopted by the
Commi ssion in its rules.

Q Well, actually I'll represent to you that
this rule predates back to that tinme. So you're not
sayi ng that FERC and this Comm ssion now al |l ow records
to be destroyed?

A VWll, 1'd have to disagree with that.
Records are destroyed every day.

Q Well, they have to be pursuant to the
regul ations of this Conmm ssion. Correct?

A O to the -- to the judgnent of the
utility as to what's relevant that they have to keep

and what they don't want to keep.
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Q Right. Do you know of f hand what KCPL and
GMO s corporate records policy is as far as the
retention of corporate records related to plant
retirenments and general plant in service?

A No. I'm-- I"'maware of affiliate
transactions, but | don't know about the other.

Q Ckay. Are you aware of the specific
regul ati ons that FERC has enacted with regard to the
preservation of records of hol ding conpanies and the

servi ce conpani es, neaning public utilities?

A If you're tal king about in terns of
affiliates, | understand that.
Q No, I'mnot talking in terns of

affiliates.

A Ckay.
Q ' mtal king about whether you' re aware --
and I'll cite it to you -- it's part 368 of 18 --

Title 18 of the Code of Federal Regul ati ons.

A I'mnot that famliar with the code of
regul ations that you can tell me that cite and | know
what it is.

MR ZOBRIST: |Is this Exhibit 13?
JUDGE WOCODRUFF:  13.
(Exhibit 13 was marked for

i dentification.)
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BY MR ZOBRI ST:

Q M. Schal |l enberg, |I've handed you what
I'"ve marked as Exhibit 13. It's part 368 of Title 18
of the Code of Federal Regulations and it relates to
the preservation of records of public utility hol ding
conpani es and their service conpanies. Based upon
your many years here at the Comm ssion of the Public

Counsel's Ofice, does that appear to be the case?

A It's hol di ng conpany or service conp--
okay. | nean that's what it says in that 368. 1.

Q Ckay.

A But the hol ding conpany and service

conpany are not GVO or KCPL.

Q You don't think that GVO neets the
definition of a service conpany under the Code of
Federal Regul ations?

A GVD doesn't have any enpl oyees. They're
servi ced by KCP&L.

Q ' mtal king about the public utility.
You're saying this Code of Federal Regul ations does
not apply to GMO?

A "' m saying --

MR, HALL: Objection, calls for |egal
concl usi on.

JUDGE WOODRUFF:  Overr ul ed.
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THE WTNESS: If you ask ne who -- about
t he hol di ng conpany, the ultinmte hol ding conpany is
Evergy right now Used to be Geat Plains. And you
asked ne about the service conpany. They have a
service conpany called -- what used to be Geat Plains
Energy Services Conpany. | don't know what it's
cal l ed under the new nane, but neither one of those
entities is KCP& or GVO
BY MR ZOBRI ST:

Q So is that your |legal opinion or is that
based upon your many years here at the Comm ssion?

A Well, it's still -- it conmes from dealing
with affiliate transactions.

Q And 1'Il represent to you this does not
deal with affiliate transactions. This deals with the
schedul e of records and period of retention. Sir,
woul d you turn to page -- it's marked 1069 at the
bottom | think it's about the fourth or fifth page
back of Exhibit 13.

A ' mthere.

Q Ckay. And do you see where it says at
the bottom Property Depreciation and | nvestnents?

A Property -- okay. | -- at the very
bot t on?

Q Yeabh.
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A 14.

Q If you would turn then to the next page
where it's Section 16 and it relates to retirenent
wor k and progress | edgers, project or work orders and
suppl enental records. |It's about two-thirds of the
way down the page. Do you see that?

A Yes.

Q kay. And it says there that records
related to such retirenent are to be kept five years
after the property is retired. Correct?

A Yes.

Q Okay. And registers of retirenent were
to be kept five years. Correct?

A Yes.

Q kay. And so the plant -- the Sibley

plants were retired, at least 3 and 2 and the common

plant and the boiler in 1, in Novenber 2018. And so
all of those retirenent records, if GMO was subject to
this regulation, wll all be in effect for at |east
five years, which would put it in late 2023. Correct?
A Yes.

MR, ZOBRI ST: Judge, | offer Exhibit 13.

JUDCE WOODRUFF: 13 has been of fered.
Any objections to its receipt?

Hearing none, it will be received.
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(Exhibit 13 was received into evidence.)
BY MR ZOBRI ST:

Q M. Schal l enberg, let's confirma couple
ot her things. You have not conducted any anal ysis of
GMO s earnings since the newrates went into effect
Decenber 6th, 2018 on the basis of surveill ance
reports. Correct?

A That's not true.

Q Vell, you didn't dispute in your
surrebuttal M. lves' statenent about GMO s achieved
earnings for the 12-nonth period ending March 31,
2019, did you?

A You asked nme if | considered it and it's
at the --

Q No, no. | said conducted. Have you
conducted --

A kay. Ckay. | can do conduct for you.

Q Ckay.

A If you look at -- | -- | took -- they

have to report earnings for surveillance for the fuel
clause. And if you go to Exhibit 6, the very last two
pages, | have the -- | have the reported earnings
return on equity for GMO at March 31st and at Decenber
31st.

Q Ckay.
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A And | did conduct an anal ysis because |
| ooked at the 54 percent that's on here. |In fact, |
just asked one of ny col |l eagues about if that's
what -- what GVO had because that's high and that
makes the rate of return | ower, asking where would
that nunber cone from So | did conduct that analysis
on -- on that schedul e.

Q But you didn't put it in your Surrebutta

Testinony, did you?

A | -- 1 didn't finish that analysis until
recently.

Q Ckay.

A But | put the schedule in.

Q So your Surrebuttal Testinony does not

di spute what M. lves provided in his Rebutta

Testi nony about what the effect of a deferral in this

case woul d have on GMO. Correct?

A Coul d you repeat that?

Q Yeah. |'mjust saying this isn't in your
surrebuttal. This is new stuff that you're bringing
out right today. You, in your surrebuttal, did not
contradict M. lves' testinony about the effect that a
deferral order in this case would have on GMO s
earnings; isn't that true?

A It's true that ny testinony doesn't
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di spute that, but that -- just because | didn't put it

in nmy surrebuttal doesn't nean | agree with it.

Q Now, let ne just ask you one final
guestion. If you'd turn to your direct at pages 6 and
7, you have a statenent -- are you there, sir?

A Not yet, but go ahead.

Q Ckay.

A Ckay.

Q |"msorry. This nmay be your surrebuttal
Let ne -- let ne ask you and I'lIl find it if | need

to.

You have a statenent in your testinony
that there is a trend of rehabilitation, retrofits and
environnmental upgrades that is also likely to extend
into the future as rehabilitati on has been nore
econom c and reliable than relying on the market or
bui | di ng new generati on.

Have | roughly quoted what you said in
your testinony?

A Yeah, | don't -- | don't know exactly if
that's what | said, but | agree with that statenent.

Q Okay. Now, you didn't cite any studies
or data supporting this opinion in your testinony.
Correct?

A. That's true.
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Q Ckay. And it's also true that in your
surrebuttal, you did not address or rebut the trends
that GMJ s witness Christopher Rogers presented in his
rebuttal. R ght?

A | -- | would say that's not true.

That -- if you're asking ne do I dispute the
retirements that he has in there for the units, |
don't dispute that. | do dispute that he la-- that it

does not consider the individual factors related to

each of those retirements to see what -- if there's a
comonl -- commonal ty by factor.

Q Well, M. Schallenberg, | did a word
search of your testinony. And you didn't nention the
nanme "Rogers" in your surrebuttal; is that true?

A | think | have data requests that | -- |
revi ewed.

Q Okay. But your surrebuttal did not rebut

M. Rogers' testinony. Correct?

A | -- I think | have sonme of the answers
to -- inthe -- that we got the data requests that's
in there.

Q Well, let ne get back to the topic. You

essentially believe that there is a trend of
rehabilitation, retrofits and environnent al

retrogrades that would have been nore econom c and
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reliable to do those types of rehabilitations and
retrogrades than buil ding new generation or relying on

t he market. Correct?

A That's -- that's -- in fact, that woul d
be the -- it would be inprudent not to follow that
appr oach.

Q Okay. Now, are you aware of an Energy

I nformation Admi nistration report that cane out just
about a week ago, July 26th, 2019, regarding US
coal -fired power plants and there bei ng deconm ssi oned
and retired?
A " m not aware of that.
Q Ckay.
MR, HALL: M. Zobrist, do you have a
copy of that docunent?
MR ZOBRIST: Yes, | do. [|I'msorry.

BY MR ZOBRI ST:

Q Now, M. Schal | enberg, you recogni ze the
US Energy Information Adm nistration that's part of
the US Departnent of Energy as com ng out with these
reports on a regular basis. Correct?

A | -- I have no -- no famliarity with
t hat organi zati on.

Q You really don't?

A Well, it may surprise you, but | told you
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the truth.

Q Okay. Well, 1'Il represent to you this
iIs a copy from-- of a report issued by the US Energy
Information Adm nistration. And the headline states
More US Coal -Fired Power Plants are Deconm ssioni ng as
Retirenments Conti nue.

s -- is that a surprise to you, that the
research arm of the Departnent of Energy woul d cone
out with that headline on a report?

A Well, it -- 1 don't know the
organi zation, so it's not going to surprise ne or

anything |ike that.

Q Ckay.

A If you're asking me do | -- | see that
coal units wll be retired, yes, that's a fact. A |ot
of coal units were put on several -- several decades

ago.
MR ZOBRI ST: kay. Judge, | have
nothing further. Onh, just a mnute.
MR. HACK: Can we have a brief sidebar?
JUDGE WOCDRUFF:  Sure.
MR, ZOBRI ST: Judge, we don't have
anyt hing further.
JUDGE WOCDRUFF:  Did you wish to offer
Nunber 10? That's the phone |isting.
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MR. ZOBRIST: No, not at this tine. On,
I"msorry. The phone list, yes, | would like to offer
t hat .

JUDGE WOODRUFF: Al right. Exhibit 10,
whi ch is the phone listing for the Comm ssion, has
been offered. Any objections to its receipt?

Hearing none, it wll be received.

(Exhibit 10 was received into evidence.)

MR, ZOBRIST: Okay. And we'll use this
with a different w tness, Judge.

JUDGE WOCDRUFF: Al right. Now we'll
cone up to questions fromthe Bench.

CHAI RMAN SI LVEY: Thank you.

QUESTI ONS BY CHAI RVAN SI LVEY:

Q Were you here to hear the testinony of
M. Meyer?

A Yes.

Q Ckay. My recollection of his testinony

was that the closure of a generation facility was in
and of itself extraordinary. Wuld you -- do you feel
that that's an accurate representation of his

st at enent ?

A Vll, | don't know.
Q Every cl osure was extraordi nary?
A | don't -- | don't believe -- and |
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don't -- | didn't interpret that statenent that every
generating unit that retires is extraordinary.

Q Ckay. So you're not taking the position
that every closure is extraordinary?

A No.

Q Ckay. But you are taking the position
that this closure is extraordi nary?

A Yes.

Q Okay. \What specifically makes this

cl osure extraordi nary?

A The di screpancy between rates and the
existing -- the retirenent of the unit that's not not
producing. In fact, it's accunul ati ng unrecovered
costs as we speak, so that's -- that's what nekes this

situation extraordinary.

Q So in no other situation that was brought
up in opening statenents --because we -- there --
there was the Montrose unit 1 and sone of the others.
Those did not neet the | evel of extraordinary because?

A Vell, in some of those they were picked
up in rate cases. So they -- there would not be the
i ssue of the custoners paying for sonething that is
not producing. The other thing is, is there are
retirenments that people accept are good retirenents;

they -- they should happen. So you don't usually
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contest those. You mght think it's extraordinary,
but you're not going to raise the issue.

Q (kay. Under the stip, aren't
depreci ation anounts already tracked in a regulatory
liability account?

A In the stip it has -- it has a provision
that depreciation expense wll be deferred as a
regul atory liability.

Q So then what specifically is Public
Counsel requesting the Conmm ssion ordered to be

tracked for accounting purposes?

A That one piece that M. Zobrist asked ne
about. It'sinny direct. | -- 1 know-- | can tel
you off -- that the -- it's Oand M

Q O and M

A It's a -- a big chunk, 20 mllion plus.
And the -- oh, and then the effect on the fuel cl ause

of the lost revenue that was built into rates for the
operation of the unit that now won't be avail able and
will cause the fuel clause to have to pick that up.

Q Ckay. Have you seen M. digschlaeger's
testi nony?

A Yes.

Q On page 7, he says -- and I'mgoing to

read it, quote, If GMO were to request enhanced acc--
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or accelerated recovery of the unrecovered bal ance of
Sibley unit net plant costs in its next rate case, |
woul d expect other parties to argue that such costs
should, at a mininmum be offset by past GVO cost
savi hgs anounts.
Do you agree wth that testinony?
A Well, | -- | agree to the testinony to

the extent that in concept what he's tal kinng about.

In reality, if you don't -- if you -- the -- the
Accounting Authority Order -- because they're not
going to file -- | think they said two and a half

years. You're going to be exposed to retroactive
rate-making clains if you don't have this order to --
and I'm-- I"mpretty confident that that woul d be a
real risk if you don't grant the order to have the
deferral s.
Two i s, when they keep tal king about

the -- calculating the nunber, one of the things is,
it'"s not just the data. The people who did those
Issues in the rate case also have information as to
what went into those nunbers and stuff. And | don't
believe that we're going to have all those people
avail able at -- at the next case.

Q So you don't believe that the Comm ssion

and other parties can consider offsets in a future
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rate case without granting this AAO?

A Well, they could, but they would be
subject to the problens | just nentioned. That is,
you' d be exposed to a retroactive rate-naking claim
and then you' d have trouble in terns of getting the
nunbers. And one of the troubles in getting the
nunbers is you still have to know what billing
determ nants were using during the period that the new

rates were in effect.

Q Ckay.
A And so if you don't have that done, |ike
| say, the odds are very great that you'll have

di screpancies and difficulties in getting the nunber
in the next rate case if you follow we'll just do --
we'll just defer it to the next rate case.
Q Okay. Thank you.
JUDGE WOCDRUFF:  Conm ssi oner Kenney.
COW SSI ONER KENNEY: |' m good
JUDGE WOODRUFF:  Commi ssi oner Rupp.
Conmi ssi oner Col eman.
Anyone wi sh to recross based on those
questions? Al right. And redirect.
MR, HALL: Briefly.
REDI RECT EXAM NATI ON BY MR HALL
Q M. Schal | enberg, M. Zobrist was
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remar ki ng using a phone listing, that you weren't the
head of the Auditing Departnent at the PSC Staff. Do
you have to be the head of auditing to know how to
audi t ?

A No.

Q In response to one of other M. Zobrist's
guestions, you said sonething to the effect that you
couldn't renenber, quote, a case like this. Does that
make this case one of first inpression?

A Well, I'"mnot sure what you nean a first
I npression, but this is a unique case.

Q In your -- in -- based on your years of
experience, has the Mssouri Public Service Comm ssion
ever denied a request for deferral accounting
associ ated with the retirenment of a base | oad
generating facility?

A. Well, no, but | don't know there's been
anot her request.

Q I n response to anot her question, you
remarked that GMJO s load growh is not flat. Wat did
you nean by that?

A That it's grow ng.

Q Can you el aborate?

A They have custoner growth and they have a

i ndustrial custoner that they've -- | can't renenber
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the nanme, but they have growth in | oad and denmand.

Q And is that simlar to other utilities
we're seeing in Mssouri?

A No. Most -- nost utilities -- what you
woul d expect to see is flat or a slightly declining
demand.

Q Ckay. Changi ng gears, M. Schall enberg,
there was di scussion of the preservation of records.
Let me ask you. If -- if records are preserved, are
they necessarily, by definition, updated every year?

A wll, as | -- | took the -- the word
"preserve" is the record is how |l ong you keep the
record. Now if you're asking ne about updating
meani ng do you go electronic and stuff |ike that,
there isn't a requirenent now that you have to -- you
have to update the neans of keeping the record.

Q Specifically to the unique data sets that
are recorded, are those always necessarily updated
just by the nature of being preserved?

A "' m having trouble -- the term"records”
Is pretty broad. | -- | don't -- like, for exanple,
if you're tal king about the records for the rate case,
that will be -- that will be preserved erratically.
There's no requirenments on how you have to keep those

records. If you're tal king about the conpany's books
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and records, they have a retention schedul e that they
have that defines all their formal and official paper
and how | ong they wll be retained.

Q Thank you. M. Zobrist inquired about
your Surrebuttal Testinony. Did anyone else fromthe
O fice of Public Counsel file surrebuttal?

A Yes. Doctor -- Dr. Marke.

Q From your recollection, does Dr. Marke's

testinony speak to GVO Wtness M. Rogers' testinony?

A | believe so ye-- in fact, | know so,
yes.

Q The Chai rman asked you about what exactly
Public -- Public Counsel's request is for a regulatory

liability. And you nentioned that it should include
operations and mai nt enance expense, depreciation and
ot her nunmbers. Should it also include taxes,
i ncl udi ng accunmul at ed deferred i nconme taxes?

A. Well, it should consider that, but ny
understanding froma data request fromthe Conpany,
that they have not altered the deferred taxes because
of the retirenent. So once you can get validation of
that -- but you'd want to consider it, but it may not
have -- have to be addressed by an additi onal
deferral .

Q And you'd want to consider -- or pardon
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nme. Let nme rephrase that question.

Wul d you al so want to consider any and
all other costs attributed to the retirenment of the
Sibley facility?

A Vell, yes, you want to consider. But in
ternms of actually what you would actually say or -- or
calculate for the deferral, there nay be sone
difficulty -- property taxes, for exanple. It may --
it my be difficult in getting a good quantification
as to what was put in the rate case for property taxes
for Sibley, but you definitely want to at | east nake
the effort.

Q kay. Thank you. That is all from
Publ i ¢ Counsel .

JUDGE WOCDRUFF:  All right. Then
M. Schal | enberg, you can step down.

THE WTNESS: Thank you.

JUDGE WOCDRUFF:  And Dr. Marke is the
next wtness, | believe.

(Wtness sworn.)

JUDGE WOODRUFF:  Thank you. You may
I nqui re.

GECFF MARKE, being first duly sworn, testified as
fol | ows:

DI RECT EXAM NATI ON BY MR HALL:
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Q Good afternoon, Dr. Marke. Please state
your nane and spell it for the court reporter.
A Good afternoon. M nane is Ceoff Marke.

And it's Ge-o-f-f, Marke, Ma-r-k-e.

Q And by whom are you enpl oyed and what
capacity?

A M ssouri O fice of Public Counsel, and |

am the chief econom st for the office.

Q And on whose behalf are you testifying
t oday?

A The O fice of Public Counsel.

Q Are you the sane Geoff Marke who caused

to be filed within this docket Surrebuttal Testinony
on July 7th of 20197

A Yes.
Q If | asked you the sane or simlar
gquestions contained in the -- in that testinony, would

your answers be the sane or substantially simlar
t oday?

A The sane.

Q Do you have any corrections to nmake to
this testinony at this tine?

A | do not.

Q Does this -- is this testinony a fair and

accurate representation of your views in this case as
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of now?

Yes, it is.
MR, HALL:

move to admt Exhibits -- |

the --

JUDGE WOODRUFF

Your

Honor, at this tine |

believe we're up to 14 as

14 would be the Direct

and 15 woul d be the Surrebuttal.

MR, HALL:

JUDGE WOODRUFF

kay.

has been of f er ed.

Heari ng none,

So 14 is surrebuttal.

There was no Direct Testinony.
There was no direct.
kay.

Any objection to its receipt?

14 surrebuttal

it wll be received.

Cr O0SS.

agai n,

(Exhibit 14 was received into evidence.)

MR HALL: And | tender the witness for

JUDGE WOCDRUFF:  All right. And once

for cross we begin with MECG

Thank you.

MR, WOODSMALL:
JUDGE WOCDRUFF
M5. ASLIN:  No
JUDGE WOODRUFF
MR, FI SCHER:

Yes.

No questi ons.
Staff.

guesti ons.
GVvo,

Briefly, Judge.

CROSS- EXAM NATI ON BY MR FI SCHER:

Q

Good aft ernoon,

Dr. Marke.
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A Good afternoon, M. Fischer.
Q You' ve nentioned a personal conflict.

Did you get that revol ved?

A | did. Thank you.

Q (kay. Good. Ckay. Well, let's try to
get through it anyway by --

A | appreciate it.

Q -- as quickly as we can.

| believe you have Schedule GwW1 attached
to your Surrebuttal Testinony, which lists the various
cases and issues you've identified or testified about

in the past --

Q -- is that right?

The first case listed is the current case
and it indicates you' re testifying on the issue of
deferral accounting and stranded costs; is that right?

A. Yes, sir.

Q Is it correct that this is the first tine
you' ve testified about the issue of deferral
accounting?

A Yes, Sir.

Q Are you hol ding yourself out as an expert
witness in the field of regulatory accounting to the

Conmm ssi on?
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A No, sir.

Q kay. Do you have any undergraduate or
graduat e degrees in accounting?

A No.

Q Okay. | believe you indicated you're
enpl oyed as the chief econom st for the Ofice of the
Public Counsel. Is your Ph.D. degree in -- in
econom cs?

A Publ i c policy.

Q Public policy. Gkay. Do you have any --
any Master's or Bachel or Degrees in the field of
accounti ng?

A No, sir.

Q Is it correct you -- let's see. You
recei ved your Bachelor of Arts degree in English from
Citadel; is that right?

A. Yes, sSir.

Q And the Master's Degree fromthe

Uni versity of M ssouri?

A Yes, sir.

Q What was the field of study for your
Master' s?

A | got Master's Degree in English as well.

Q English. Gkay. And you said your --

your Doctorate is in public policy analysis. Correct?
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A That's correct.

Q How many accounting courses woul d you
have taken while you pursued your Bachelor's, Master's
or Ph.D. degrees?

A None.

Q No -- no accounting at all. Correct?

A That's correct, sir.

Q So woul d any of your courses dealt with
the topic of deferral accounting?

A No, sir.

Q And have you ever witten on that topic
bef or e?

A This would be the first tine.

Q Ckay.

A As nentioned earlier.

Q Ckay. Well, thank you. | appreciate the
clarifications.

On page 5 of your Surrebuttal Testinony
at lines 15 through 16, you indicate that you wl|
respond in your Surrebuttal Testinony to each of the
obj ections raised by GMO and Staff's w tnesses over
what you understand to be the four criteria for
granting an Accounting Authority Order; is that right?

A. Yes, sSir.

Q And you previously testified about the
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four criteria listed on page 5 for granting AAGCs?

A | have not.

Q Did you read the testinony of the Staff
Wtness Mark A igschlaeger in this case?

A Yes, sir.

Q And are you famliar with himand his
wor k here at the Comm ssion?

A | am

Q s it your understandi ng that
M. digschlaeger has testified before the Comm ssion
on numerous occasi ons about the topic of AAGs?

A Yes.

Q s it your understanding that he is

really the primary Staff w tness that addresses that

topi c?
A The only Staff witness in this case.
Q kay. And he's testified in a |ot of
ot her cases too. Right?
A Yes, Sir.
Q Based on your experience with himover

the last five years, do you consider himto be a
qual i fied expert to deal with the topic of Accounting
Aut hority Orders?

A Do | consider M. digschlaeger an

expert?
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Q Qualified and highly respected?

A Qualified -- he -- he is a qualified
expert, yes.

Q Ckay. Is it your understanding that the
Commi ssion is supposed to bal ance the interests of
consuners and shareholders as it regulates public
utilities in Mssouri?

A Yes, sir.

Q As a matter of fact, on page 3 of your
Surrebuttal Testinony at line 16 you state, There's a
bal anci ng of benefits and costs between the public and
a utility when setting just and reasonable rates; is
that correct?

A That's what | said, yes.

Q Ckay. Wuld you agree that the
Commi ssion Staff's role is to assist the Comm ssion as
it balances the interest of consunmers and sharehol ders
in this proceedi ng?

A | think that's a fair assessnent of what
Staff tries to do.

Q The Comm ssion Staff is sonetines
referred to as an objective party in these utility
proceedi ngs. Have you heard themreferred to in that
way ?

A. Have | heard of the Staff referred to as
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an objective party? | haven't.
Q You haven't heard that?
A No. Not Staff as an objective party.
Q Ckay. By contrast, is it your

understanding that the role of the Ofice of the
Public Counsel is to represent and protect the
interests of the public in any proceeding before the

Public Service Comm ssi on?

A Yes.
Q As the chief econom st for the Ofice of
Public Counsel, is it your job to be a consuner

advocat e and suggest positions that are intended to
benefit consuners?

A Yes.

Q You don't have any responsibility to
bal ance the interests of sharehol ders as you advocate
on behal f of consumers. Wuldn't you agree?

A O her insofar as that we believe that
there should be a healthy utility.

Q Okay. That's fair. But otherw se,
you're -- you're focusing on the interests of the
consuners and not the interest of balancing --

A Yes, sir.

Q -- wWith shareholders. Correct?

Now, in that role, that role is different
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than the role of Public Service Comm ssion who

bal ances i nterests between sharehol ders and consuners?
A Yes.
Q And it would be different than the

Commi ssion Staff if they are assisting to do that

bal anci ng bet ween shar ehol ders and consuners.

Correct?
A Sure.
Q kay. On page 6 of your Surrebuttal

Testi nony, beginning at Iine 10 you were asked the
gquestion, M. Ilves raises concerns over the nmateri al
inpact to GMJO s profits; nanely, that an AAO woul d
decrease GMJO s ability to earn its authorized return.
And then you go on to ask yourself the question,
Shoul d that be a consideration? And you answer, No.
Is that correct?

A That is correct.

Q As a consumer advocate, you are not
concerned if the deferral advocated by Public Counsel
has a very negative inpact upon GMJ s earnings; is
that correct?

A | would say yes, it's the sane condition.
W -- we want a healthy utility.

Q Wul dn't you agree that if the Comm ssion

Is to balance the interests of the Conpany and its
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sharehol ders along with the consuner interests, that
It needs to consider the fact that the deferral
advocated by Public Counsel and MECG at the | evels
initially estimted by OPC and MECG woul d
substantially reduce GMO s earnings for the deferral
peri od?

A Wuld | agree with that?

Q Wul d you agree that that -- if the
Commi ssion is to balance the interest of sharehol ders
and consuners, they need to take that into account?

A | think, M. Fischer, | nean the reason
we brought this case in front of the Comm ssion is to
bal ance both consuners and sharehol ders.

Q So it's fair for themto | ook at the
earni ngs of the Conpany and what inpact this case
woul d have on the earnings?

A | f you read the answer in response to ny
guestion, as you teed it up, historically the
Comm ssion has not -- |I'll just quote it.

Q Vell, I'"mjust asking you the question
It's really yes or no. Should the -- if the
Conmmi ssion is going to balance the interests of
sharehol ders and consuners, isn't it fair for the
Commi ssion to be | ooking at the inpact that your

deferral, if it was adopted, would have on the
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Conpany' s shar ehol ders?
A. No doubt the Conmm ssion needs to consider

all relevant factors.

Q And that woul d be one of thenf

A It woul d be one of them

Q A big one?

A | think it rolls both ways too. Again,

that's why we're here.

Q Okay. Now, when does that deferra
peri od begin under Public Counsel's proposal ?

A | believe we have a date -- | think
M. digschlaeger probably woul d have been a better
wi tness for that. Unless you know the answer to that
and can direct ne.

Q VWll, | don't know. |It's Public
Counsel ' s proposal .

A. | -- sitting here, | don't think | know

t hat answer.

Q Okay. Wihen would it end? Do you know
t hat ?

A Wen - -

Q Wul d the deferral period end?

A Presumably in the next rate case after

t he Comm ssi on makes an order.

Q Ckay. So at the end of the next rate
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case when the rates becone effective?

A Correct.

Q To your know edge, has either the Public
Counsel or MECG made any show ng that GMO s existing
earnings |levels are excessive in this case?

A To ny know edge, we have not.

Q Public Counsel's petition that was filed
in this case nade no allegation that GMO was

over-earning. Correct?

A We did not file an earnings conpl aint
case, no.

Q You had that ability to do so though.
Correct?

A It's a good question.

Q That's the reason | asked it.

A Yeah. | teed up that question in ny

testinony. G ve ne one quick second. Because both
M. digschl aeger and M. lves | believe suggested
that we should file a conplaint case. You know, ny
understanding, and |I'mnot an attorney here, but the
pl ain reading of the PISA SB 564 |egislation, was
that we weren't in a position to actually file a
conpl ai nt case.

Q Does -- does PISA say that the Public

Counsel can't file a conplaint case or, for that
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matter, the Staff?

A Well, you can't change base rates.

Q Ckay. It just says that there's a rate
noratoriumuntil the end of three years after their

| ast rate case. Right?

A Il --

Q Rate freeze, |'msorry.

A That -- that's true. It doesn't say --
specifically say we can't file a conplaint case. It's
just that --

Q So we could begin the process --

A -- we can't do anything about it, right?

Q We coul d process a rate conpl ai nt

begi nning tonorrow if you filed it. R ght?

A Sure. Sure.
Q Ckay.
A And | guess in two and a half years we

m ght see sonet hi ng.

Q It does take a while to do a rate
conpl ai nt case, doesn't it?

A Especially when you' ve got statutes
sayi ng that you can't change it.

Q On page 28, lines 12 through 13 of
M. lves' testinony, he testifies that GMJ s achi eved

earnings level for the 12-nonth period ending
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March 31, 2019 is 8.42 percent. Do you recall that

testi nony?

A "Il take your word for it. | nean |
vaguely recall it, yes.
Q Okay. Do you consider a rate of return

on equity of 8.42 percent for GO to be excessive in
today's financial environnent?

A Taking M. lves' word at face val ue and
that those nunbers are correct and accurate, just as

an 8.2, no.

Q It's not excessive?
A No.
Q Ckay. Do you recall that the | owest ROE

reconmendati on of the various cost of capital
Wi tnesses in GMJ s |ast rate case was M. CGorman's
9.3 percent rate of return on equity?

A Yes.

Q Are you al so aware that the M ssouri
Comm ssion found that a 9.8 percent is fair and
reasonabl e return for equity for Spire M ssouri, which
I think was the nost recently litigated ROE case or

where that was an i ssue?

A About two years ago?
Q GR-2017-0215.
A Yes.
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Q March 7th, 2018.

A Yeah, that would be the |argest |last big
litigated case.

Q So 9.8 was fair and reasonable for Spire
at that tine?

A | think it's about 9.53 now for gas
utilities nationw de.

Q kay. But --

A But yes.

Q -- that's considerably nore than the 8.42
that -- that the evidence shows we're earning in this
case?

A "' mnot accepting M. lves -- if those

nunbers aren't correct, right?

Q And |'m not asking you to.
A Ckay.
Q But that's the only evidence in the

record that you're aware of. Right?
A Yes, Sir.

MR, FI SCHER.  Judge, just for purposes of
the record, 1'd ask that the Conm ssion take an
adm ni strative notice of its Amended Report and Order
in the Spire rate case, File Nunber GR-2017-0215 which
was i ssued on March 7th, 2018.

JUDCGE WOCDRUFF: And that's for the
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pur pose of the ROE designation?
MR. FISCHER  Yes, that's correct.
JUDGE WOCDRUFF:  We'll take notice of
t hat .
BY MR FI SCHER:

Q Dr. Marke, on page 2 of your surrebuttal,
you state that M. digschl aeger al so recommends
rejecting the AAO He nmintains that the
extraordi nary threshold was not net by noting that
plant retirenents do not resenbl e previous Comm ssion
approved AACs; is that correct?

A Yes, Sir.

Q s it your understandi ng that
M. digschlaeger has been enpl oyed here at the
Comm ssion for about 38 years?

A Yes, Sir.

Q Now, in his deposition he testified that
he wasn't aware of any PSC decision in its 106-year
hi story that granted an AAO for retirenent of a power
plant. Were you aware of that?

A. It -- to ne, sir, that -- that's
extraordinary. | nmean this is the definition of what
we' re tal king about here. No.

Q And do you know of any decision by the

M ssouri Comm ssion that found a retirenment of a power
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plant to be extraordi nary?

A No.

Q One | ast area about your background. You
had never been enpl oyed by an el ectric conpany where
you participated in a decision to retire a power
plant; is that right?

A That is correct.

Q Okay. Now, on page 10 of your testinony
at lines 8 through 10, you state, If we filter the
data to include coal plant retirenments that are in the
SPP footprint and controlled by a regulated utility,

t hen we would have -- we would have a nuch nore
accurate picture of simlarly situated utilities; is
that right?

A Yes, Sir.

Q Are you referring there to the pl ant
retirenment data that M. Chris Rogers included in his
Rebuttal Testinony?

A Yes, Sir.

Q Did you read that M. Rogers -- his
background that he was a Staffer here at the
Conmmi ssion in the '80s whenever he was the head of the
Cenerating Facilities Unit?

A. Yes, sSir.

Q And that period would have included the
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m d-80's, the Anreren Callaway plant and the KCPL Wbl f

Creek rate cases. |Is that your understandi ng?
A. Yes, sir.
Q Probably two of the nost conplicated

cases we had. Ckay.
A They' re big ones.
Q I'"d like to refer you to page 10 of your

Surrebuttal Testinony at page 8 where you state --

A " msorry?

Q On page 10.

A Li ne 8?

Q And line 8

A Ckay.

Q And | believe you say, If we filtered the

data to only include coal plant retirenents that are
in the SPP footprint and controlled by a regul at ed
utility, then it would -- would have a nuch nore
accurate picture of simlarly situated utilities.
Correct?

A Correct.

Q Are you suggesting in that testinony on
page 10 that it would be appropriate for the
Conmmi ssion to use only coal plant retirenents that are
in the SPP footprint and controlled by a regul ated

utility in its assessnment of whether Sibley's
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retirenment is an extraordi nary event?

A No.
Q You' re not suggesting that?
A It -- 1 think it's a better contro

factor I think is what |'m saying there.

Q kay. So it's better, but not -- you're
not saying it's the only thing?

A It's the only? Wuld incur nore
transparency, nore data, the better. Yeah.

Q You don't recall any Conmmi ssion orders
where the Conm ssion stated it was appropriate to
limt its analysis to the SPP or M SO footprint when
It was assessing sone other AAO. Correct?

A Correct.

Q And it hasn't ever limted its review of
data to just the SPP and M SO narkets? For -- for
exanpl e, transm ssion AAGCs or property tax AAGCs or PSC
assessnent AAGCs. None of those kinds of things have
they ever limted their analysis really for anything,
but spec-- specifically for the SPP or M SO
footprints?

A Have they limted it? | can't speak to
all of that. | meanit's -- | -- | think reasonable
m nds woul d say that the Comm ssion in the past has

| ooked at simlar situated utilities, simlar
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geographic areas that operate inits -- its market.
You know, whet her or not the Conm ssion has

consi dered, you know, foreign countries and how that's

happened, | nean, | guess those are all potenti al
opti ons.

Q Ckay.

A Yeabh.

Q Dr. Marke, you do a | ot of analysis of
national reports and -- and studies and journal. |

know | 've heard you talk a lot --

A. | == 1 try.
Q kay. Are you famliar with US Energy
I nformati on Adm ni stration?
A | am
Q Ckay.

MR, FI SCHER  Judge, |I'd Iike to have a
docunent marked.
JUDGE WOODRUFF:  All right. This wll be
Nunber 15.
BY MR FlI SCHER:
Q |'"mgoing to give you one that's marked
just so | can refer you to it.
A Thank you.
MR, FI SCHER  Judge, what would be the

next nunber for this one?
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JUDCE WOCDRUFF:  This woul d be 15.
MR. FI SCHER: Thank you.
(Exhibit 15 was marked for

i dentification.)

BY MR FlI SCHER:

Q Dr. Marke, I'd like to refer you to
what's been marked as Exhibit 15. 1t's a docunent
fromthe US Energy In-- Information Adm nistration

publication called Today in Energy, dated July 26th,
2019. It discusses the recent trend in coal-fired
power plant retirenents in the United States. [|'d
like for you to take a nonent just to read that first
par agr aph of the report.

A Yes, Sir.

Q Does that indicate -- well, let ne give
you tine to read it. Let ne know.

A | ' m good.

Q Does that indicate that between 2010 and
the first quarter of 2019, US power conpanies
announced the retirement of nore than 546 coal -fired

power units, totaling 112 gigawatts of generating

capacity?
A Yes, sir.
Q And does that report also indicate that

nore than 546 coal -fired power plants were retired in
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the | ast nine years?

A Yes, Sir.

Q Wul d you agree that the coal -fired power
plants in the United States renmai n under significant
econom c pressure as i s suggested by that report?

A Yes.

Q Wul d you al so agree that many pl ant
owners have retired their coal-fired units because of
the relatively flat electricity demand grow h and
I ncreased conpetition fromnatural gas and renewabl es?

A Yes.

Q And finally, would you agree with the
bottom of that page where it indicates that the US
coal units that retired in 2018 had an average
capacity of 350 negawatts and an average age of
46 years conpared with an average capacity of 129
nmegawatts and an average of 56 years for the coal

plant units that were retired in 20157

A. Across the United States.
Q Yes.
A. Yes.

MR. FI SCHER  Ckay. Judge, then | would
nove for the adm ssion of -- of Exhibit 15.
JUDGE WOCDRUFF: All right. 15 has been

offered. Any objections to its receipt?
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Hearing none, it wll be received.
(Exhibit 15 was received into evidence.)
BY MR FI SCHER
Q Looki ng at your Schedule Gw 1, page 2 of
7, there's a case listed there which is the M ssouri
Anmerican Water case where you addressed | believe the
topic of future test years; is that right?
A Yes. |I'mugetting to the page. | did
address that in the M ssouri American case.
Q Is it correct that you did not support

the use of future test years in that M ssouri American

case?

A Yes, sir.

Q The O fice of Public Counsel has his--
has historically opposed the use of future test years
i n rate-making proceedings in Mssouri; is that right?

A That is correct.

MR FI SCHER: Judge, 1'd like to have a
pi ece of testinony marked as an exhibit.

JUDGE WOODRUFF: Ckay. This will be
Nunmber 16.

(Exhibit 16 was marked for
i dentification.)
BY MR FlI SCHER:

Q Dr. Marke, does this appear to be a copy
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of the public version of your Direct Testinony in the
2017 M ssouri Anmerican rate case that we tal ked about?
A. Yes, it does.
Q Wul d you turn to page 5 begi nning at
line 15 of that testinony? There you explain the

basis of OPC s opposition to the use of a future test

year ?
A Wuld you like ne to read it?
Q Yeah. (Go ahead.
A Li ne 15?
Q Yes.
A OPC s opposition is based on several

factors, all of which centered on the rate-nmaking
princi ples adopted by the M ssouri Conm ssion and

M ssouri courts that were designed to protect captive
custoners and ensure utility rates are set at a | evel
no nore than necessary to provide safe and adequate
service at just and reasonabl e price.

These factors or principles, including
the prohibition of single-issue rate-naking, the
Conmi ssion's rate case matching principle, and the
Commi ssion's known and neasur abl e standard provi de the
basis for OPC s position.

Q And you believe that is true today too?
A | do.
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Q Wul d you agree that sonme public
utilities in Mssouri have argued that the use of a
historic test year results in regulatory |ag that
IS -- can be detrinental to utility sharehol ders?

A Yes.

Q Nevert hel ess, the M ssouri Conm ssion has
wi dely used historic test years that sonetines nean
updated for known and neasurabl e changes; is that
right?

A So -- yes. So in-- including proform?

Q Ri ght .

A Ri ght .

Q Okay. And your office has supported this
wi dely used practice here at the Conm ssion, using
historic test years?

A And the additional --

Q Updat ed known and neasu- -

A -- updated --

Q And true-ups?

A Yes.

Q Sure. Wuld you agree that regulatory
lag --

A Nor mal i zation --

THE COURT REPORTER |I'msorry? | didn't
hear you.
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THE W TNESS: | said normalization
annual i zat i on. Yes, all of it.

BY MR Fl SCHER:

Q | didn't nmean to interrupt.
A Yeah.
Q Wul d you agree that regulatory | ag has

soneti nes been said by Public Counsel to encourage
public utilities to be nore efficient between rate
cases?

A Publ i ¢ Counsel and other parties.

Q Regul atory |l ag can serve to nake the
utility nore efficient and nore prudent, as well as
provide the utility with retained benefits from
synergies; is that right?

A That's what it's designed, yes. To
reward efficient utilities.

Q In other words, the use of historic test
years and its resulting regulatory |ag provides an
i ncentive for conpanies like GMDto try to operate as
efficiently as possible until the next rate case
reviews of rates again; is that right?

A Yes.

Q That m ght include cutting costs or
i npl enmenting nore efficient practices between rate

cases; is that right?
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A That is correct.

Q The parties and the Conm ssion used the
historic test year in GO s last rate case with a
true-up period that ended in June 2018. |Is that your
under st andi ng?

A. Yes, sir.

Q Is it correct that the Sibley plant was
operating during the te-- historic test year used in
GVO s | ast rate case?

A That is ny understandi ng.

Q And the Sibley plant retired shortly
after the end of the true-up period; is that right?

A Yes.

Q Assum ng that the Conm ssion and the
parties had used a future test year instead of a
historic test year, then wouldn't you expect that
future test year woul d have captured the retirenment of
the Sibley unit since it retired at the end of 20187

A Be specul ative on ny part.

Q Depends on what the future test year
woul d be. Right?

A It would depend on what the future test
year is. It would al so depend on whether or not --
well, et ne step back. OPC was operating under the
notion that it wasn't a decision -- the decision had
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not been made to actually retire the Sibley plant.

Q But if the Conpany was projecting that it
woul d be retired in 2018, it woul d have been captured
if that's what its projections were for a future test
year. Right?

A But that's not the answer the Conpany
gave us. | nean you're asking ne to -- to --

Q The Conmpany did tell you they were stil
projecting that they were going to close that plant at
the end of 2018. They just didn't know exactly when.
Ri ght ?

A No.

Q Okay. A future test year that spanned

the tinme after Sibley retired wouldn't have had

Sibley's Oand Min rate -- in the future test year.
Correct?

A | think the issue that |'m stunbling on
IS we spent a considerable -- considerable anount of

effort over the last two years raising this as an

i ssue when it cane to our attention. \Wen the
opportunity for the rate case rolled around, we went
to great lengths not only filing testinony, but filing
suggestions on top of that to consolidate both KCPL
and GMO so it was in sync with their IRPto retire --

MR. FI SCHER  Judge, | think --
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THE WTNESS: -- the plant.

MR. FI SCHER  He's not answering ny
guestion. Can | --

THE WTNESS: | think I'mtrying to.
BY MR FI SCHER:

Q Ckay. Let ne ask it again to nake sure
you have it down. A future test year that spanned the
tinme after Sibley retired would not have had Sibley's
O and M accounts in that future test year. Correct?

A | f the Conpany fire-- filed a future test
year and that's how we were operating and within their
case in chief said we are retiring this plant on this
date, it is known and nmeasurable within this context
of the test year that we're tal king about, it would

i ncl ude the things you were tal ki ng about.

Q So --

A However, that's not what happened.

Q No, we didn't use a future test year.

A No. Nor --

Q W used a historic test year where Sibley

was operating. R ght?

A Nor did you tell us that you were going

Q And a historic test year that has

operating plants normally have that included in
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their -- in the rates. Correct?

A Pl ease repeat that ques-- that statenent,
sir

Q A historic test year that has a plant

that is operating, typically has the plant-in-service
and the Oand Mrelated to that plant in rates?

A Those rates are supposed to reflect the
costs that are going to be incurred noving forward.

Q But a future test year where there's a
protection of a retirenent, you would think woul d not
have the O and M associated with that plant?

A Qur office at no point approached this
case, that settlenent with the intention that a plant
needed to be retired for the utility to earn its
aut hori zed return.

Q And you didn't support a future test year
either?

A | can't recall the Conpany asking for a
future test year in that case.

Q kay. Let's -- let's |look at your
testinony on page 7 in this Mssouri Anmerican case.

At page 7, lines --
A They did request a future test year, yes.
Q At lines 26 through 28 you state, The

best way to evaluate how all of the conpany's expenses
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and revenues i nteract and counterbal ance each other is
by | ooki ng at known and neasurable data froma
hi storic test year.

That's what you testified to. Correct?

A Yes, sir.

Q And you still believe that?

A | -- | absolutely still believe that.

Q And that's sonetines referred to as the

mat ching principle. Correct?

A That is correct. | think the rest of ny
testinony tal ks about that.

Q Yeah. |If we turn to page 8, you do ask
yourself what is the matching principle. |'mnot
going to ask you to read that whol e thing, but
basically it says that if the rate-base and revenues
and/ or expenses are msnmatched in the -- in the
rat e- maki ng process, the resulting rates wll either
over- or under-recover costs causing rates to be
unj ust and unreasonable. This reasonabl eness of rates
is what is at risk here if the Conm ssion abandons its
| ong-standing rate case matching principle.

| s that what you said?
A Yes.
Q Now t hen, you go onto discuss in the next

question and answer the Conm ssion's Report and Order
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in a KCPL rate case in 2014 where the -- excuse ne,
where the Conm ssion described the inportance of the
mat ching principle; is that right?

A Yes, Sir.

Q And you quoted three separate paragraphs
fromthat order, paragraph 114, 115 and 116. Wuld
you take a |l ook at ook at 114? And I'd just like to
ask you if you agree with that -- what's stated in the
Commi ssion -- in that -- in that part of the order?

A Read it or --

Q Don't read it out | oud.

A Ckay.

Q You can just read it. 1'd just like to
ask you, to just cut this short, if you still agree
with that?

A Yes, Sir.

Q Wul d you agree that an AAO i s sonetines
called a tracker and that both AAGs and trackers nake
use of deferral accounting for purposes of the
recording regulatory assets and liabilities?

A Yes.

Q Now, you go on in -- on page 9 to quote
paragraph 116 of the Conm ssion's Report and Order
rejecting the use of KCPL's request for a tracker.

And there it says -- the order said, The broad use of
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trackers should be Iimted because they violate the
mat ching principle, tend to unreasonably askew
rate-maki ng results, and dull the incentives a utility

has to have operate efficiently and productively under

the rate regul ati on approach enployed in Mssouri; is
that right?

A Yes, Sir.

Q And then you al so go onto include a

quotation fromthe Western District decision which
affirmed the KCPL rate order in which the Conm ssion
declined to approve a tracker; is that right? And
that was on transm ssion, property taxes and cyber
security costs?

A Yes, Sir.

Q The Comm ssion -- the Western District
deci si on recogni zed that the PSC has decided that the
use of trackers should be |imted because they violate
the matching principle, tend to unreasonably askew
rate-making results, and dull the incentives a utility

has to operate efficiently and productively under rate

regul ati on enployed in Mssouri; is that right?
A That is right.
Q Do you agree with the Comm ssion that the

broad use of trackers should be limted because they

vi ol ate the matching principle?
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A
Q

Yes.

Do you agree that the use of trackers

tend to unreasonably askew rate-nmaking results?

A.
Q

Yes.

Do you agree that the use of trackers nay

dull the incentives that a utility has to operate

efficiently and productively?

A

Yes.
MR, FI SCHER. Judge, |'d nove the

adm ssion of this exhibit, 16

JUDGE WOODRUFF: 16 has been offered.

Any objections to its receipt?

Hearing none, it wll be received.

(Exhibit 16 was received into evidence.)

BY MR FI SCHER:

Q

Dr. Marke, to your know edge, has the

Commi ssion departed fromthe use of the historic test

years in major rate cases that you've been the chief

econom st for the O fice of Public Counsel ?

A
Q

No.
And you agree that Sibley was operating

during the historic test year and true-up period of

the GMD rate -- GMO s |last rate case. Correct?

A.
Q

Correct.

Is it correct that the rate-base and the
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cost-of -servi ce expenses woul d have included rate-base
and expenses associated with the operation of the
Si bl ey plant?

A Do | believe rates include an operational

Si bl ey plant?

Q Yes.
A Yes.
Q Does the O fice of Public Counsel believe

that the Comm ssion should encourage public utilities
to operate as efficiently as possible?

A Coul d you hel p nme define what you nean by
efficient?

Q Wll, let ne -- let nme refer you to the
I nt egrat ed Resource Pl anning rule.

A Ch, okay.

Q Isn't that essentially what the
Commi ssion's Integrated Resource Planning process is
designed to do, to encourage the utilities to operate
efficiently and produce the | owest net present val ue
of revenue requirenents for consuners?

A Yes.

Q I"d like to refer you to your Schedul e
G\t 3, which is attached to your testinony in this
case. |It's the Public Counsel's Anmended Suggested

Speci al Contenporary Resource Planning |ssues.
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A "' mready.

Q kay. |In paragraph 1 it states, As
described in the Conm ssion's regul ations --

A l"msorry, sir. In --in ny neno? In
the -- in the opening pl eadi ng?

Q It's your -- your Anended Suggested

Speci al Contenporary Resource Planning, which is

Schedule GW 3. It's | think in a pleading that --

A The pl eadi ng, right.

Q Yeah.

A Al right. So -- all right. 1'mthere.
And whi ch nunber?

Q | was | ooking at paragraph 1.

A Ckay. Paragraph 1.

Q As described in the Comm ssion's

regul ati ons, the fundanental objective of the
Commi ssion's electric utility resource planning
process for electric utilities is to provide the
public with energy services that are safe, reliable,
efficient at just and reasonable rates in conpliance
with all | egal mandates.
s that basically what it says?
A Yes, sir. That's exactly what it says.
Q Doesn't that nmean that the electric

conpany's pl anni ng process has a fundanental purpose
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to ensure that utilities will be efficient and
m nimze the net present val ue revenue requirenents as

they operate their electric systens?

A That's the idea.
Q And if you look at -- let nme show you a
copy of the Comm ssion's report -- of the Conmi ssion's

rule on electric resource planning, if that would be

all right?

A Sure.

Q | don't think we need to nake this an
exhibit, but --

A Thank you.

Q I"d like to refer you to that IRP Rule

4 CSR 240-22.010 and it is subsection 2B. There it
states, The fundanental objective requires that the
utility shall -- and then if you drop down to the B
part -- use mnimzation of the present worth of | ong
run utility costs as the primary selection criteria in
choosi ng the preferred resource plan.
s that what it says?

A That's exactly what it says.

Q Do you believe that electric conpanies
shoul d continue to operate |ess efficient coal plants
even though a different conbination of generating

resources would be nore efficient?
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A As a broad general statenent |ike that, |
think it absolutely depends on the specific utility
and the specific -- the circunstances surroundi ng that
utility and its generation make- up.

Q So sone specific utilities should not try
to be as efficient as possible and operate | ess
efficient coal plants if -- if they --

A That's not what | said.

Q kay. Let ne ask you the question again
Do you believe electric conpanies should continue to
operate less efficient coal-fired plants even though a
di fferent conbination of generating resources would be
nore efficient?

A | mean again, you know, M. Fischer, |
don't think I could -- | could definitively nake that
statenent. It's going to be case specific and it's
going to depend on the utility and its nake-up.

Q When woul d you want a conpany to operate
a coal-fired plant if sonething el se would be nore
efficient?

A When it's cheaper. Wen it's largely
depreciated. Wwen it's still in rates. Wen --

Q Let ne define it.

A -- the market mekes it nore attractive

than other options. | nean there -- there -- there
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are a whol e host of reasons why.

Q Wll, let ne -- let ne --

A Ameren's not retiring their coal plants
yet.

Q Let ne -- let nme define deficient -- or

efficient as producing the | owest net present val ue of
revenue requirenments. Wen -- when woul d you believe
el ectric -- or do you believe that electric conpanies
shoul d continue to operate their coal-fired plants if
a different conbination of generating resources would
produce a | ower net revenue requirenent?

A | have yet to see a KCPL G eater M ssouri
Operation Integrated Resource Plan that nodel ed
specifically for their net present revenue requirenent
In this case.

Q Ckay. |'mnot asking you that question.
' m asking you do you believe the electric conmpany
shoul d continue to operate |l ess efficient coal plants
if they're -- if it was possible that a different
conbi nati on of generating units would lower rates to
consuners?

A Again, it's -- you know, it -- it's going
to depend on the overall nake-up and the nodeling, the
projected growh of that utility. | -- 1 -- 1 can't

just make a bl anket statenent.
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Q kay. Well, let nme --

A When you're talking with resource
pl anning, you're really tal king about a noving target
here. | nean, it's -- it -- it is one where you have
to consider a nunmber of confounding variables. And
it's a nodel on top of that. So for -- for ne just to
categorically say that we should shut down all coal
plants, the reality of it is if you were to do that,
custoners couldn't afford it. | nean the -- the --
the inpact of that would be enornous.

Q Well, I"massumng it's going to | ower
t he net present val ue revenue requirenents to
CONSUITEr S.

A That's an assunption that's not
necessarily shared.

Q Ckay. Well, let nme just ask you nore
general question. As a general rule, consuners
benefit when el ectric conpani es operate nore

efficiently. Don't you agree to that?

A Yes. | believe | answered that before.
Q Now | et's change topics. On page 3 of
your Surrebuttal Testinony at line 3 -- yeah, line 3

you state, GMO s ratepayers are paying for a fictional
power plant; is that right?

A. Yes.
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Q Dr. Marke, wouldn't you agree that
consuners are paying for the electricity that they
use?

A I"mtrying to understand the question.

Q When you pay your electric bill, you're
paying for the electricity that you used during that
| ast nonth. Correct?

A Yes.

Q Consuners are not paying electric rates
to becone the owners of power plants; is that right?

A Yes.

Q And while rates may be based upon a
rat e- base, expenses, depreciation and taxes, consuners
are not acquiring an ownership interest in any of

its -- of GMJ s plants, including the Sibley units,

when they pay their electric bills; is that right?

A. Vell, | think this goes back both -- to
get to your point, M. Fischer, | think this goes back
to --

Q s it right? 1Is that correct?

A That we're still paying for Sibley?

Q No. That you're paying rates that are --
that are designed to pay your electric costs, not
your -- not to becone owners to any power plants.

A Oh, no doubt. That's the who-- again, |
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nmean, it supports why we're -- we're filing this case.
Q That's -- okay. So it -- we're -- you're

paying for electricity and we're not paying for any --

A We're not paying for fictional plants.

Q -- power plants, fictional or otherw se?
A. Wll, | guess we'll see.

Q Isn't the Public Counsel's real conplaint

in this case that the Conm ssion used a historic test
year that included an operating Sibley plant in the
| ast rate case, and GMO is now trying to operate the
conpany nore efficiently with the retirenent of
Si bl ey?
A No.
Q That's all the questions | have.
MR. FI SCHER  Thank you, Judge.
JUDGE WOCDRUFF: Al right. W'Ill cone
up for questions from --
MR. FISCHER: | would nove for the
adm ssion of any exhibit | didn't.
JUDGE WOCDRUFF: | believe you' ve got
themall.
MR, FI SCHER.  Thank you.
JUDGE WOCDRUFF:  Conm ssi oner questions
then. Comm ssi oner Kenney.

COW SSI ONER KENNEY:  Thank you.
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QUESTI ONS BY COWM SSI ONER KENNEY:

Q Good afternoon, Dr. WMarke.
A. Af t er noon, Conm ssi oner.
Q |'ve got a couple of questions. |

| istened to counsel for MECG and your counsel talk
about the fact that -- that Staff knew about the
cl osure of the Sibley plants and no one else did

before the Stipul ation and Agreenent; is that correct?

A That's what | heard.

Q O no, the -- | don't know which
stipulation. | knew there was, what, four of them--

A | think there were four.

Q -- during that tine.

What difference would that have nmade?

A We woul dn't have signed. | nean we
woul d - -

Q You didn't sign anyway, did you?

A. | -- well, let nme rephrase that. W

woul d have cont est ed.

Q kay. And what -- so what would we have
done?

A We woul d have gone to hearing.

Q Okay. And your argument woul d have been
what ?

A Wel |, our argunment woul d have been
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t here woul d have been a

But --

t wo-f ol d. | mean the -- well,

| ot of argunents that -- that were on there.
but two-fold, being one we had asked for future

consolidation of both KCPL and GMO, which woul d again
IRP is --

be in line with what their i s tal ki ng about

and the basis for all of this.

The second part would be everything
essentially that we had filed in -- in M. Robinett's
testinony, | want to say M. Schallenberg' s testinony

in that case --

Q Ckay. You're -- you're --

A -- regarding the prudency of --

Q -- giving me a historical |es--

A We woul d be arguing the prudency of

shutting down the plant.

Q What about -- okay. But let's just talk

about the Sibley unit.

What woul d we --

because we

deal with a historical test year.
A Yes.
Q We've all -- I"mon ny seventh year. You
hear that, Governor Parson?
But that's what we do.
A Ri ght .
Q So how woul d you tackle -- | nean, |

guess you could have fought for an AAO there or
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sonet hi ng?

A Yeah. W -- we could have. That would
have been one outcone.

Q But everybody -- everybody seens really
surprised, but I'"m|looking at the 2-- 2017 | RP annual
update and it says Decenber 31st, Sibley 2 and 3 are
going to be cl osed.

A Yes.

Q " m | ooking at the executive -- Executive
Summary fromthe | RP case 2018-0269, Sibley units
fully retired 12/31/2018. So | don't understand -- |

mean | understand -- | -- | appreciate the
presentation and I -- | don't know -- I'mnot -- |
don't know where |I'Il be on this issue.

A Yeah.

Q But it seens to ne everybody knew t hey

were going to be closing.

A Right. | agree with you.

Q So the fact that they closed -- | nean, |
don't understand the argunent that okay, they closed
after that case and they said well, we don't know when
they're going to close but -- | nean it was going to
be sone tine at -- within that tine frame.

A Perhaps. | mean that's -- that -- 1']
put it this way --
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Q ["mjust -- |I'"mjust readi ng what they
said they were going to do in the last tw cases, IR--
2017 IRP --

A Uh- huh.

Q -- and then the 2000-- the IRP case in
2018.

A In -- in both of those cases we filed

comments imedi ately after that. W brought it up
in -- in the rate case itself. The Conpany
essentially said we don't know what we're going to do.

Q Ckay.

A | don't know how to respond to that. |If
we woul d have taken the issue to hearing, if it would
have been in front of you and the Conpany saying well,
it's our discretion, we don't know what we're going to
do, we're in a position of taking them at face
val ue --

Q If they say we plan on closing it in

2020, we plan on -- | nean that's a Conpany deci sion.

|'ve been one | don't interfere with Conpany

decisions. | strongly --
A Uh- huh.
Q They run the business. They run it a |ot

better than you or | could run it --

A Ri ght.
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Q -- because that's what they do.

A | wish the Conpany woul d have cone in and
actually had dealt with the prudency issue of whether
to shut it down, whether that was appropriate.

Q But we deal with these things in a |ot of
different ways where | understand this one -- because
you're talking two and a half years and not --

A Ri ght .

Q -- 18 nonths or less. But | renenber
KCPL and GVO cane out when the -- with the Tax Cuts
and Jobs Act and right away were the only utility that
offered to change their rates imediately. They did.

And then where Enpire, didn't they
just -- they got a windfall of about -- | don't know
how many nonths, a year, because of when they cane in.
So | understand the process. |I'mjust trying to
under stand what -- what really woul d have been
different other than have the case go to a hearing,
from your standpoint.

A Qur fault was --

Q Because | don't think this Comm ssion is
ready to go to a historical tax year. | don't think
they look -- really doesn't seemthat they've been
goi ng that way.

A | would agree with you. You know, our
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fault, | guess if there was one, was just believing
them and just saying that we didn't know. The fact
that they shut it down immedi ately afterwards, the
fact that they shut it down before your order cane
out, you know, that's what really pronpted it and

that's why we're here.

Q I rked you, didn't it?
A Alittle.
Q Thank you. [|'m done.

JUDGE WOCDRUFF:  Conm ssi oner Rupp.
QUESTI ONS BY COWM SSI ONER RUPP:

Q Good aft ernoon.
A Good afternoon.
Q There we go. Maybe. There we go. The

poi nt was made that regulatory lag forces utilities to
be efficient between rate cases and there-- by cutting
costs and things being nore -- nore proficient -- nore
efficient. So howis retiring a plant different than
| ayi ng of f a bunch of people, selling sonething,
reduci ng overhead? How -- howis -- how is that
different? Help ne -- help ne grapple with that
questi on.

A Thank you. Two-fold. | nean, one of our
argunment is not just retiring a plant, but retiring

Sibley is different. And on page 12 and 13 of ny
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testinony, |'ve got about nine or ten bullet points
specifically outlining why Sibley -- this particular
case i s so unique, so extraordinary, so unusual,
non-recurring and material.

Q So it's just this case, not the overal
we' ve got an AAO when we -- when we construct a plant,
we get one when we -- when we upgrade a plant and we
don't have one, when we -- when we retire a plant.

A | -- you got to stay true to yourself.
Sitting here, in none of the previous IRPs did | sit
there and say we're calling you out on Montrose, we're
calling you out on Lake Road. No. Retire those.
kay? Those are coal plants at the end of their
useful life. For all sorts of reasons, they don't fit
the description that we're tal king about. In fact,
they look just like this (indicating).

Sibley is categorically different. The
I npact, the overall size. That's -- that's why we've
been doing this for two and a half years and -- and
trying to make this an issue. And repeatedly across
the way, the utility has basically just ignored us.

Q So if the utility had a new software
systemthat allowed themto lay off 30 percent of
their workforce to cut overhead and that would help

them be nore efficient in between the regulatory |ag,
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howis that different than themretiring a plant that
IS -- maybe has nore useful life and things that align
with your nine bullet points?

A | think for a variety of reasons that
those bullet points talk about. You' ve got a utility
who's actually -- this is unique and it's not |ike the
rest of this. Because you've got a utility that's
actually growing load, they' re getting nore custoners,
nore people nmoving up in North Kansas City, you' ve got
nore communities opening up there. You' ve got huge
base | oad com ng in because of our economc
devel opnent that's pulling forward.

This is base | oad generation. This is a
utility that's already short on capacity. Aneren's
crazy long. GMO s not. If -- if | could do a mx and
mat ch and say |i ke oh, take this issue with this
utility, then I've got -- then it nmakes sense.

But for this particular utility under
t hese circunstances, given the -- the investnent that
we just made into it, for all of those reasons, we
felt like it was inprudent. And | can't stress this
enough, that we don't feel like there's any
rate-making inplications here. Really all we're doing
is asking is to preserve the information for a future

Conmm ssion to go ahead and | ook at. Just the
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transparent information out there.

Q So if they woul d have announced that they
were shutting down Sibley 45 days after -- after
the -- the Surrebuttal Testinony --

A Ri ght .

Q -- was given, would we be here?

A It's a fair question. M reconmendation
to -- in the office would be yes. G ven, you know,
the fact that we can't -- we can't change base rates,
it's included there. Cbviously |I think the optics
| ook worse, the fact that it happened al nost
i mredi ately after as opposed to 45 days. But -- but
ultimately I think we would be in the sane position.

Q kay. That's all | have. Thank you.
FURTHER QUESTI ONS BY COW SSI ONER KENNEY:

Q | just had a followup on that. |'mjust
curious. You already said sonething to Conm ssioner
Rupp.

A Uh- huh.

Q | understand -- | thought -- | understand
t he AAO and what the necessary custoner expense, but
you -- you nentioned -- are you questioning the
j udgnent of KCPL GMO to shut down Sibley --

A I am --

Q -- or just the timng of it? Because
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A In this case, the timng.
Q Ckay. So -- because you said they're
short. So if the fact that they announce hey, we're

shutting down Si bl ey because we think we can do it in

two years --
A Uh- huh.
Q -- that wouldn't be an issue to you?

It's when they did it? Because that conmes to ne

whether -- was it a -- not a prudent decision?

A Prudent. Right. Correct.

Q So you don't think it was a prudent
deci si on?

A That's an issue that we raised in -- in

all of the IRPs |eading up to this. W raised it in

the rate case itself. In this case, | agree -- and |
actually say so in ny testinony. | agree with
M. lIves that this -- that rate-nmaking is not an issue

in this case. That prudency is not an issue.
Q | just wanted to nake sure what | heard

you say. Thank you.

A Ckay.
JUDGE WOODRUFF: Cormm ssi oner Col eman.
COMM SSI ONER COLEMAN:  |' m good. Thank

you.
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JUDGE WOODRUFF:  We' ve been goi ng for
over two hours. Let's go ahead and take --

MR FI SCHER: Judge, do you want ne to
finish ny -- ny cross -- ny followup to the

Conmmi ssi oner questions? | do have a couple, but I'm
willing to take a break.
JUDGE WOCDRUFF: | understand. W need

to take a break.

MR, FI SCHER  Ckay.

JUDGE WOCDRUFF:  We'l| be back at 4:15
and then we'll finish up.

(A recess was taken.)

JUDGE WOODRUFF: Ckay. We're -- we're
back fromour break and if | -- people m sinterpreted
what | said to say 4:50, | apologize. | intended to

say 4:15. But anyway, it's now 4:21 and we are back

on the record. Dr. Marke is still on the stand and we
are beginning -- ready for recross. Anyone wshing to
re-cross?

MR FISCHER | briefly have a couple.

JUDGE WOODRUFF:  Ckay. Go ahead.
RECROSS- EXAM NATI ON BY MR FI SCHER
Q Dr. Marke, not to keep you too |ong, but
as | understood your testinony to the Comm ssioners,

you confirnmed that the Public Counsel was aware that
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the Conpanies had plans to retire Sibley by the end of
the year at the tine the rate case was goi ng on?

A What | told the Comm ssion -- and | nean
the record | guess will speak for itself, so | can
only say what -- | guess what -- how | interpreted it.
W -- we were aware of a press release that took pl ace
in June of 2017. Alnost immediately we filed coments
within that | RP docket stating our concern about it.
W did that again at the special contenporary topics,
we did that again on following IRP and the
contenporary topics after that. W filed that again
in the rate case.

At no point did the Conpany -- well, in
the rate case itself -- | nmean M. lves' testinony
speaks to that and left it up as an issue that was
still pending.

Q So you were aware though the Conpany was
pl anning to retire the Sibley plant by the end of the
year 2018?

A No. We knew -- we -- we took you at face
val ue when you made that comment. |In the rate case
you left it up as it was a decision that was still
pending. A position that Staff took as well too.

Q And is it your understanding that the

pl ant actually shut down because of a forced outage?
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A | think that's a | oaded statenent. |[If --
do you nean shut down en-- entirely because of the
forced out age?

Q | mean it stopped el ec-- producing

el ectricity because of a forced outage.

A We becanme aware of that --

Q ['m not --

A -- i n Novenber.

Q -- asking you when you becane aware of

it. That's what happened. Right? That's what your
under standing is?
MR, HALL: Qbjection, conmpound questi on.
I"'mnot entirely sure what Dr. Marke's supposed to be
answering at this tine.
JUDGE WOODRUFF: If you could clarify
your questi on.
BY MR FlI SCHER:
Q kay. Is it correct that Sibley stopped
producing electricity due to a forced outage?
A Yes. Today we know that Sibley stopped |
bel i eve Septenber 5th, but we did not know that
Sept enber 6th, 7th, 8th, so on.
Q And t he Conpany had al ready pl anned,
through all the press rel eases that you were aware of,

toretire it within -- by the end of 2018. That's
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what their announced plan was. Right?

A That's not what M. Ives's testinony cane
through in that rate case. That m ght have been what
their press releases said, but that --

Q Didn't he say that he didn't have a
specific date that that retirenment m ght occur?

A You've got Mster -- | believe it's in ny
testinony what M. |ves said.

MR FISCHER Well, it will speak for
itself, Judge. | don't have any other questions.
Thank you very nuch.

JUDGE WOCDRUFF:  All right. Redirect?
REDI RECT EXAM NATI ON BY MR HALL:

Q Dr. Marke, you were asked about
efficiencies -- efficiencies and requlatory lag. Do
you believe that a conpany increases efficiency by not
accounting for retirenent when setting rates?

A No. Right now -- | nean what you' ve got
iIs ashift inrisk, period. | nean we've -- we've
just put costs essentially onto ratepayers. | nean in
short, what you have is -- is a utility that is --
this is a plant that's not producing any power, but it
i s producing revenues for shareholders. And that is
not consistent with what | believe the regul atory

conpact is -- is designed and what regul ation -- what
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this whole building is to go ahead and -- and serve,
which is a proxy for the market.

Q M. Fischer asked you about the Public
Service Comm ssion's role of bal ancing consuners and
utilities when setting rates. Do you believe that a
systemis -- that balance is achi eved when rates
are -- when a generating unit is retired during a

pending rate case and then that is not accounted for?

A Clearly not. You're -- you're not
bal ancing -- it's -- it's gamng it. | nean at the
end of the day, that's -- you know, | -- | don't use
that | anguage loosely. | cringe a little bit even
sitting here saying here, that's -- that's what | used
innmy testinony. And | don't see other -- any other

I nterpretation of what took place here.

Q You were asked questions about the
Conpany's earnings. D d you audit the Conpany's
representations as to their earnings they made in
their testinony?

A No, I did not. You know, I -- 1 -- | had
attenpted to try to speak a little bit nore to that
with M. Fischer. And | -- | have a section on there
about the relevancy of earnings within the context
of -- of looking at an AAO. And really again this is

relying on past Conm ssion precedent.
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First of all, when you're | ooking at
earnings, you need to look at -- what | -- what |
think is the term| used is all relevant factors.

In -- in this case, what does that nean? You've got a
utility that's getting it as an FAC. You have an
utility that has PISA, you have a utility that has a
MVEEI A, a RESRAM  You' ve got all sorts of different
mechani sns that essentially shield it and nmake it
whol e and have rich earnings.

You know, | -- | have not had an
opportunity to go ahead and exam ne M. |ves' nunbers
or the assunptions behind it, but what | do know --
what | do know is that past Conm ssions have said that
If maintaining financial integrity nmeans sustaining a
specific return on equity, this is not the purpose of
regulation. It is not reasonable to defer costs to
i nsul ate sharehol ders from any ri sk.

And |'Il take it a step further because
It was brought up in -- in KCPL's opening that sonehow
this would send a negative nmessage, you know, for --
for other utilities by sonehow a Conm ssion actually
just enforcing regulation here and the bal anci ng of
risk.

| cited to a study by the RAND Journal of

Econom cs by Econom sts Thomas Lyon and John Mayo t hat
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essentially | ooked at a | ong-term aggregate study of
what took place wth deregul ati on when you had a | ot
of coal plants retiring essentially because of the
mar ket openi ng up. And what they found, you know, in
situations where a specific utility was penalized or,
you know, was deened hit by a Conm ssion was that the
mar ket and the investors essentially | ooked at that as
an isolated case, that it had no inpact on future
capital investnent or the credit ratings of other
utilities.
In short, what does that nean transl ated?

At | east according to the data and the enpirica
evi dence, it suggests this isn't going to have any
I npact on Aneren or Enpire or anything else. So to
suggest otherw se -- especially in |ight of passing
really sweeping legislation with Pl SA seens a stretch

Q You nentioned PISA. Could you el aborate
on your understandi ng of what that is?

A Pl ant-i n-service accounting is a --

generally the agreed to acronymthat that's included

toit. But really it's -- it's -- it's an opportunity
for -- for the utilities to go ahead and increase
overall capital investnent on -- on an expedited basis
that has certain insulations for -- for consuners,

certain caps.
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But, you know, essentially it freezes,
you know, what can be done to base rates over that
period. At the end of -- | believe it's two and a
half years is what's been thrown out there. But --
but noving forward whether that gets renewed or not, |
guess renmins to be seen. But in short, it provides a
very attractive | andscape for investors.

Q You nentioned the base rates. Wat
specifically changes when a utility elects PISA

regarding their base rates?

A They're frozen, is nmy understanding.

Q Wth that understanding then, what --
what -- assuming that a party is successful in their
petition, what -- what would the end result be of an

over - earni ngs conpl ai nt?

A | think the exact sane situation that we
woul d have here today, which is essentially that we
woul d be | ooking at sone sort of deferral accounting;
whet her you call that a regulatory liability or a
tracker or sonething along these lines. Essentially
what we woul d be | ooking at is holding this nunber
and -- and booking it accordingly to give all relevant
information for future Commissions in their
consi der ati on.

Q Are you saying that a deferral accounting
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could be the end result because GVO el ected
pl ant-in-service accounting treatnent?

A Am | -- can you please repeat that?

Q You said that the end result of an
over - earni ngs conplaint would be sonme type of deferra
accounting. Are you saying -- IS your question -- is
your answer then related particularly to this case
regardi ng GVO?

A. "' mnot an attorney, you know, M. Hall,
as you obviously know. You know, ny -- ny plain
reading of the statute is -- is that is what would
happen.

Q Pardon ne. | seemto have m splaced ny
pen sonewhere. |I'msure it's in sonme pocket.

M5. ASLIN: I n your binder.
MR, HALL: Thank you.
BY MR HALL:

Q You were -- you -- | believe your answer
was cut off. You were asked about representations
that the Conpany nmade during the rate ca-- during
their last rate case during the retirenent of Sibley.
Coul d you pl ease expand on that? You nentioned
M. lves' testinony, but you weren't able to answer.

A W -- | mean we -- we hit essentially

a well, figurative wall. W raised it as an issue.
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W raised it -- the -- the prudency of it. W wanted
to make it an issue. W clearly made -- it was a
concern for our office within that rate case. And the
response that we got back fromthe Conpany was we
don't know. W don't know if it's actually going to
go down. W don't believe it's an issue.

You know, we went to great |lengths within
that first st-- the first of the four stipul ations,
the one that we didn't sign because of our concern
over that out of an abundance of caution. But | nean
at -- at the end of the day, we -- we did not know
anyt hi ng about the blown turbine. W didn't know
anyt hi ng about the status of Sibley other than the
representation the Conpany had nade to us, which we
took at face val ue.

Q Comm ssi oner Kenney had asked you about
future and historical test years.

A Yes.

Q s an Accounting Authority Order or any
ot her type of deferral accounting a test year?

A No.

Q Have tho-- has the Conmm ssion
historically instituted deferral accounting regardless
of a historical test year?

A Yes. Most recently there was sone
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deferral accounting issued in the EV chargi ng.
Qovi ously much smaller capital issue than what we're
tal ki ng about here in the hundreds and mllions of
dol | ars.

Q No further questions at this tine.

JUDGE WOODRUFF:  All right. Then you may

step down.

THE W TNESS: Thank you.

JUDGE WOCDRUFF: It is now 4: 33 and
M. digschlaeger will be the next w tness, but I
believe we'll wait until tonmorrow to start with him

MR ZOBRI ST: Judge, could | just ask
Commi ssion to take official notice of one thing that I
was asking M. Schal | enberg about and has been
menti oned here? 1t's Conmm ssion's order approving the
stipulations and agreenents in the | ast KCPL G eater
M ssouri Operations Conpany rate case, Nunber
ER- 2018- 0146 of COctober 31, 2018, which includes the
Revenue Requi renent Non-unani nous Partial Stipulation
Agreenent that M. Schall enberg and perhaps ot hers
have testified about which was presented at the
Conmm ssi on on Septenber 19th, 2018.

JUDGE WOCODRUFF:  Any objections to the
Commi ssi on taking notice of that?

Heari ng no objection, we wll take
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notice.

MR. ZOBRI ST: Ckay. Thank you.

JUDGE WOCDRUFF: Al right. As | was
indicating, we'll wait until tonorrow norning with

M. digschlaeger and then we have the four or is it
three witnesses for GMO? | believe M. Spanos, there
was no questions for him

MR ZOBRI ST: He's here.

MR HACK: He is here.

JUDGE WOCDRUFF: He is here.

MR HACK: So it's 9:00 a.m tonorrow?

JUDGE WOCDRUFF:  9:00 a.m tonorrow. All
right. Thank you all.

(Exhibit 14 was marked for
I dentification.)

(WHEREUPQN, the hearing was adj ourned
until 9:00 a.m August 8, 2019.)
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CERTI FI CATE OF REPORTER

|, Tracy Thorpe Taylor, CCR No. 939, within the
State of Mssouri, do hereby certify that the
testinony appearing in the foregoing matter was duly
sworn by nme; that the testinony of said w tnesses was
taken by ne to the best of ny ability and thereafter
reduced to typewiting under ny direction; that I am
nei ther counsel for, related to, nor enployed by any
of the parties to the action in which this matter was
taken, and further, that | amnot a relative or
enpl oyee of any attorney or counsel enployed by the
parties thereto, nor financially or otherw se

interested in the outcone of the action.

JAM{; o ) J”y/ﬂ’?

Tracy Thorpe Tayl or, CCR
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