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PROCEEDI NGS
JUDGE HATCHER: Let's go on the record. Today
I's Thursday, April 22nd, 2021. This is a continuation of the
evidentiary hearing in File Nunber EO 2020-0227. Al of the
counsel are in attendance and we left off conpleting
M. Fortson's testinony yesterday. So today we will start with

Ms. Tandy.

If Ms. Tandy coul d speak up and | will swear you

M5. TANDY: Good norning, Judge. This is G ndy.

JUDGE HATCHER: Thank you. Hold on just a
second.

(Wtness sworn.)

JUDGE HATCHER:  Thank you.

M. Keevil, your w tness.

MR. KEEVIL: Thank you, Judge. Can you hear ne?

JUDGE HATCHER:  Yes, pl ease go ahead.
MR KEEVIL: Thank you.
CYNTHI A TANDY, having been first duly sworn, testifies as
fol | ows:
DI RECT EXAM NATI ON BY MR KEEVI L:
Q Ms. Tandy, would you first, please state your

name and spell it for the record?

A Yes, Cynthia M Tandy. Cynthia, GY-NT-H1-A

M Tandy is T, as in Tom A-N-DY.
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Q Thank you. Have you caused to be prepared for
this case direct testinony and surrebuttal testinony?
A Yes, | did.
MR KEEVIL: Judge, let me get Ms. Tandy's

direct marked as Exhibit -- | believe | amup to 102 and
Ms. Tandy's surrebuttal as Exhibit 103.
BY MR KEEVI L:
Q Ms. Tandy, you heard me nention exhibit nunbers

there. Your direct, Exhibit 102, and your surrebuttal Exhibit
103. Do you have any corrections or additions you need to nake

to any of those pieces of testinony?

A Yes, | do. On Exhibit 103, ny title has changed
since | produced this and | amnow senior utility regulatory
audi tor.

Q Can you give ne a page?

A It is on Page 1, the second question and the

answer to that question, Line 11

Q Thank you. That is only in your surrebuttal ?
It's also in your direct?

A Yeah. You're right. It is probably wong in
there also. That's correct, M. Keevil. It should be senior
regul atory auditor both on Line 11.

Q All right. In both of these testinonies. Any
other corrections or additions to either of the pieces of

testimony?
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A No.

Q And didn't you also contribute certain sections
to the Staff's reports which were attached to M. Fortson's
direct testinmony?

A Yes, | did.

Q All right. If | were to ask you the questions
contained in Exhibits 102 and 103 as you've corrected them here
this norning, would your answers be the same as contained in
t hose pieces of testinony?

A Yes, they are.

Q And are those answers true and correct to the
best of your know edge and information?

A Yes, they are.

MR KEEVIL: Judge, with that | would offer
Exhibits 102 an 103 into the record and tender Ms. Tandy for
Cross-exam nation

(WHEREIN; Exhibits 102 and 103 were offered into
evi dence.)

MR KEEVIL: | believe she's here for Issue 7 of
the issues list.

JUDGE HATCHER:  Thank you, M. Keevil.

Are there any objections to the adm ssion of
Exhibit 102 and Exhibit 103? Let the record reflect there were
no objections. The exhibits are so admtted.

(WHEREI N; Exhibits 102 and 103 were received
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I nto evidence.)

JUDGE HATCHER: The wi tness has been tendered to
M. Hall.

MR HALL: Thank you, Judge. | have no
questi ons.

JUDGE HATCHER: Thank you, M. Hall.

Now we turn to Evergy.

MR STEINER. No questions, Your Honor.

JUDGE HATCHER: Thank you. Are there any
conmi ssi oner questions? W are at conm ssioner questions for
Ms. Tandy. We will go on to Bench questions.

QUESTI ONS BY JUDGE HATCHER:

Q Ms. Tandy, |'ve asked this of several w tnesses.
Can you tell me how many curtail nent events were called, broken
down by Evergy Metro and West and by the residential in the DRI
progr anf?

A ["msorry, Judge. | did not take part of that
section in the report.

Q Ckay. That is fine.

JUDGE HATCHER: That does -- | think qualifies
for recross if anyone has any recross.

M. Keevil, any redirect?

MR. KEEVIL: No, Your Honor. No redirect.

JUDGE HATCHER: Ckay. Thank you, sir.

Ms. Tandy, you are excused.
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MS. TANDY: Thank you.
JUDGE HATCHER: And our next witness is
M. Luebbert.
M. Luebbert, if you can speak up, | wll swear
you in.
MR, LUEBBERT: Good norning, Judge.
(Wtness sworn.)
JUDGE HATCHER: Thank you, sir.
M. Keevil, your wtness.
MR KEEVIL: Thank you, Judge.
J. LUEBBERT having been first duly sworn, testifies as follows:
DI RECT EXAM NATI ON BY MR KEEVI L:
Q Excuse ne. M. Luebbert, wouold you please
state your and spell it for the record?
A Yeah. M nane is J. Luebbert, L-UE-B-B-E-R-T.
Q And are you the same J. Luebbert who has caused
to be prepared in this matter both direct and surrebuttal
t esti mony?
MR, KEEVIL: Which, Judge, | would ask that
M. Luebbert's direct be marked as Exhibit 104 and his
surrebuttal be nmarked as Exhibit 105. | would also note, Your
Honor, that both the direct and the surrebuttal have both public
and confidential versions. So for nunbering we woul d have 104
Public and 104 Confidential as well as 105 Public and 105
Confidential .
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BY MR KEEVI L:
Q M. Luebbert, are Exhibits 104 and 105 -- you
heard ne refer direct as 104, surrebuttal as 105. Are those the

pi eces of testinmony that you caused to be prepared for this

heari ng?

A Yes.

Q And did you also contribute to the Staff's
report -- or reports, which were attached to M. Fortson's

direct testimony in this matter?

A Yes, | did.

Q Do you have any additions or corrections that
you need to nake to either of those pieces of testinony 104 or
1057

A No.

Q If | were to ask you the questions contained
therein, would your answers be the same today as they are
contained in those pieces of testinony?

A Yes.

Q And are those answers true and correct to the
best of your infornmation, know edge, and belief?

A Yes.

MR KEEVIL: Judge, | would offer Exhibits 104
Public and 104 Confidential and 105 Public and 105 Confidenti al
into the record.

(WHEREI N; Exhi bits 104P, 104C, 105P, and 105C
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were offered into evidence.)

JUDGE HATCHER:  Thank you, M. Keevil. | wll
take them up as one question.

Are there any objections to the adm ssions of
any of the exhibits M. Keevil just listed, which includes the
direct of M. Luebbert, Exhibit 104 Public and Confidential, and
surrebuttal of M. Luebbert, 105 Public and Confidential ?

Seeing no objections, it is so admtted and the
wi t ness has been tendered.

(WHEREIN;, Exhibits 104P, 104C, 105P, and 105C
were received into evidence.)

JUDGE HATCHER: M. Hall any questions?

MR HALL: Yes, Your Honor. Thank you.
CROSS- EXAM NATI ON BY MR HALL:

Q Good norning, M. Luebbert?
A Good nor ni ng.
Q M. Luebbert, do have a copy of your surrebutta

testimony in front of you?

A [f you'll give me just a noment | can pull it
up. Ckay.

Q Coul d you please turn your attention to Pages 6

and 7 and |l et ne know when you are there?

A Ckay.
Q I'mlooking at the portion of your answer
starting on Line 19 of Page 6 going to Line 9 on Page 7. | was
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trying to break that down into layman's terms. In this answer
are you saying that Evergy did not defer a future conbustion
turbine investnents through its MEEIA Cycle 2 prograns?

MR KEEVIL: M. Hall, I"'mnot really objecting
but | don't see a question. Fromyour question it seens |ike
his answer began on Line 19. | believe that answer starts
several lines earlier just for clarification purposes.

MR HALL: Yes. Thank you for that, M. Keevil
The full answer does start on Line 9 on Page 6.

MR KEEVIL: Thank you

THE WTNESS: |'msorry. Can you repeat the
question?

BY MR HALL:

Q Sure. M. Luebbert, | amreading -- I'mtrying
to break this down to brass tax. |In this answer are saying that
Evergy did not defer a future combustion turbine investnment
through its inplenentation of its MEEIA Cycle 2 prograns?

A I think specifically for the Demand Response
Prograns, which |I'maddressing in this review, those -- the
Demand Response Programs, the life of those progranms ended as
soon as the end of Cycle 2 occurred. So to the extent that a
substantial deferral of combustion turbines did not occur before
then, it will not occur in the future due to the inplenentation
of the DRI programs in 2018 and 2019. Does that answer your

question?
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Q So you testified the DRI programs. \at about
t he thernostat prograns?

A | would say the sane holds true for them as
well. They will require continued program funding and basically
a continued increase in programfunding in order to possibly
realize sone benefit out in the future. But the funding that
occurred in 2018 and 2019 | don't believe has deferred any
conbustion turbine.

Q If there was no deferral, what is used as an
avoi ded cost calculation in the EM&V process for these assets,
both DRI and the thernostat progranf

A So what was used in EMRV process for all of the
programs was -- the what |'ve quoted here as -- on Page 7 -- as
t he proxy avoi ded capacity costs, which the Conpany canme up with
in their application for Cycle 2 as a proxy for the levelized
annual cost of a sinple cycle natural gas conbustion turbine.

So that value is provided to the EM&V contractors. And those
val ues are then nultiplied by any demand savi ngs whi ch occurred

in the inplementation year. That is not --

Q Al'l right.

A -- to say that those -- sorry go ahead.

Q No. Please finish your answer.

A | was going to say that is not to say that those

quot e/ unquot e benefits that are used in that EM&V process are

ever actually realized by ratepayers through a reduction in
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their bills.
Q When you are referring to the savings are -- for
Evergy's progranms is there -- are the savings always neasured as

actual kilowatts saved or is there an estinmation that is going
on as well?

A There's always an estimation when they're trying
to determ ne what those savings are. The EMR&V process is really
there to try to nake those estimtes on the kilowatts or
kilowatt hours saved as accurate as they can, but they're always
-- you know, there's generalizations that are occurring there

and assunptions that are used in order to estimte those.

Q Are any of the savings deened?

A Yes.

Q Were any of the savings deemed for the Cycle 2
prograns?

A | think it -- | think the timng changes ny

answer. So when you're |ooking at the application for approval

of the prograns, any of the savings that are assuned there are
just that; they are assunptions that haven't been verified to

t hat point and haven't been -- haven't gone through the EM&V
process to kind of make sure that they at |east as closely as
possible reflect reality as far as the kilowatts savings.

Q Fromthat answer | take it you nean that through

the EM&V process there's a verification of savings, but you had

al so said earlier that even with verified savings there's not
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necessarily what you call benefits. Wy are there not benefits
even if there are savings?

A So just because a demand-side program saves or
decreases demand does not necessarily nean that custoners
avoi ded paying for a conbustion turbine for that same anmount of
demand. So to kind of explain this alittle bit better, when
they are | ooking at the |evelized cost of the conbustion turbine
they break that down into a dollars per kilowatt year. And so
that nunber is then multiplied by the kilowatts savings through
found through the EM&V process. But that is not to say that
custoners' rates are going to reflect a reduction by that anount
based on that demand savings in years 2018 and 2019.

One thing that is kind of inportant to keep in
mnd is that for the vast majority of programs the EM&V process
Is looking at a scope or a neasure life or an average neasure
life for a programthat can be up to 20 years long. That's
really not the case for a demand response program because of the
fact that as soon as the cycle is over those savings are no
| onger -- they are no |onger there for custonmers unless
custoners continually fund additional demand response prograns
and increase that anobunt that they are paying year over year

over year. So by the end of 2019 to the extent that a

conbust - -
Q M. Luebbert, are you still there?
A -- from--
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Q M. Luebbert, you cut out alittle bit right
after you had nmentioned that 20-year life. Could you please

restart your answer fromthere?

A Yeah. Can you hear ne okay?
Q Yes.
A Sorry about that. That is the second tine that

['ve cut out this morning. |If it happens again, please don't
hesitate to I et me know

So for a typical programyou are |ooking at
measure |life that can go up to 20 years. Wth the denmand
response prograns it is really -- it's a different -- it's a
different type of programin that at the end of 2019 custoners
wi Il no | onger be receiving any demand reduction fromthe Demand
Response Incentive Programor the Residential Progranmmable
Thernostat Program unl ess they continue to pay for additional
program costs in 2020 and on. Right. So to the extent that by
the end of 2019 you haven't deferred a conbustion turbine based
on those demand reductions for demand response, they're not
going -- you're not going to recognize those benefits at sone
point in the future because you' re going -- your demand i npact
fromthat programis over

So what | based a large mgjority of ny
recommendation on are the benefits that could have been realized
in the short termin 2018 and 2019, which were identified as
potential benefits by the Conpany, but that they failed to even
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attenpt to achieve.
Q So M. Luebbert, let me attenpt to restate your

answer. An EM&V proxy of what it costs are applied to savings

to have a representation of -- and |'mputting quotation marks
around this word -- benefits. Do | understand that correctly?
A Yes.
Q But if there isn't an actual avoided cost, then

the proxy of what it cost is overstated?

A Yes. And any analysis that you would | ook at
for as far as whether a programis cost effective is likely
skewed by that prism

Q So avoi ded costs -- if proxy avoided costs are
overstated, both cost effectiveness and benefits are going to be
overstated at the end?

A Yes.

Q Even if there are savings -- even if there are
kil owatts savings fromthese prograns?

A | think that | would say if they were kilowatts
savings as in demand fromthe prograns, for these specifically,
but yes.

Q Thank you for that clarification

MR HALL: | have no further questions.
JUDGE HATCHER  Thank you, M. Hall.
We turned Evergy for cross-exam

MR. HARDEN. Thank you, Your Honor.
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CROSS- EXAM NATI ON BY MR, HARDEN:

Q Good norning, M. Luebbert. How are you today?

A Good nmorning. | amdoing well.

Q l'd like to -- | sent over -- what was it, two
days ago now, a couple of exhibits. Exhibit -- what has been
marked as Evergy's Exhibit 1 and 2. | amgoing to refer to
those. Do you have those by any chance?

A If you could tell me the title of each exhibit
t hat woul d be hel pful.

Q Sure. Exhibit Nunmber 1 is the Stipulation and
Agreement. It is a pleading entitled Stipulation and Agreement
Regardi ng Extension of MEEIA 2 Programs During Pendency of MEEIA
3 Case. And Exhibit Nunber 2 is the Order approving that

Stipul ation and Agreenent.

A Ckay. Gve nme just a nonment to get those pulled
up.

Q You bet.

A Ckay. So |I've got the Stipulation and Agreenent

regardi ng extension of MEEIA 2 pulled up.

Q G eat.

A And you said the Report and Order?

Q Yeah, the Report and Order is Nunber 2.

A Ckay. | think I've got them

Q (kay. And kind of working backwards here so on

Exhi bit Number 2, that Order approving the Stipulation and
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Agreenment was issued and becane effective February 27th of 2019;
s that correct?

A It looks like the issue date was the 27th and
then the effective date was March 17th, 2019.

Q Thank you. So on Exhibit 1, which is the actua
Stipulation and Agreenent, which was approved by the Conm ssion,
that was negotiated and entered into prior to the -- at least a
portion the summer of 2019. That agreement was entered into
before the relevant audit period in this case; is that correct?

A | don't believe so. The audit period as |
understand it included 2018 and 2019. And this would have been

-- so it would have been, | guess, partial

Q Ri ght ?

A Ckay.

Q So it was entered into prior to the sumrer of
20197

A That's correct.

Q Ckay. | would like to turn your attention then

-- and -- to Page 3 of the Stipulation and Agreenent.

A Ckay.

Q And in section -- let me go back just alittle
bit here. Part of this prudency review, the audit period deals
with the nunber of demand response events, which Evergy called
in the sunmer of 2019; is that correct?

A You are saying that part of the review-- |'m
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sorry. Could you repeat the question?

Q Sure. It's pretty straightforward. | mean
part of the reason we are here today it is a prudency review
based upon Staff's disagreement with the nunber of demand
response events which were called by Evergy in the sunmer of
2019. Is that --

A | don"t know that | would -- | don't know that
woul d characterize it that way. | think the recomended
di sal | owances that | had aren't necessarily tied to a specific
nunber of events called, but the |lack of an attenpt to maxim ze
the benefits that are available fromthe program given the
paranmeters of the programand the tariff.

Q (kay. But certainly the disallowances which yo
recommrend to the Conmi ssion are based upon additional demand
response events being called by Evergy. Wuld that be accurate?

A | would say that it would have been a better
decision to call nore events targeting areas that you could
derive benefits from yes.

Q Ckay. So let's |look at Section 7 here on Page
of this agreement. And specifically Subsection B. And I'm
going to read it. For the Programmabl e Thernostat Programthe
Company will call five demand response events per jurisdiction
during the summer of 2019 (June through September). Conpany
wi Il present data to the DSM advisory group follow ng the 2019

season detailing the customer participation rates. (Exanple,

u

3
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opt-out percentage, participation duration) during each denmand
response event conducted in 2019. Did | read Section 7B
correctly there, M. Luebbert?

A | believe you read it correctly. Yes.

Q Thank you, sir. And Staff was a signatory to
this agreenment; is that correct?

A Yes.

Q And this agreenment was approved by the
Comm ssion; is that also correct?

A. Yes, it is.

Q Ckay. And Staff doesn't dispute whether or not

Evergy abided by the terns of this agreenent; is that also
correct?

A Vell, | guess | would say there was some
confusion on the nunber of events as | wote in direct
testimony. As -- fromny recollection M. File provided sone
more information in his testimny stating that five events were

recalled in 2019 and |isted the dates.

Q Ckay. But you certainly would it be fair to say

that the issues presented in this case are not based upon
Staff's assertion that the Conpany in any way violated this
Stipulation and Agreenent?

A | don't think that the disallowances that |

reconmended are the result of that Stipulation and Agreement.

Q Thank you, M. Luebbert. Now, there was a fair
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amount of overlap here in issues between what we have in this
MEEI A proceeding as well as the FAC proceedi ng which occurred
not too long ago. And | may refer back to your testinony there,
M. Luebbert. Do you have a transcript of the FAC proceedi ng?
A | do and it's -- | think it was broken into two
different docunents. So if you could direct nme which one you're
| ooki ng at.
Q Sure. | think nost of your testinony is
contained, if not all of it, in Volune 2.
A | have Vol une 2 open
MR KEEVIL: Excuse nme, gentleman. What case
nunmber are we tal king about, | think for the record it would be
good for the FAC case that you're referencing.
MR HARDEN. Let me try to find it here. 0262.
THE WTNESS: If | may, it's EO 2020-0262.
MR. HARDEN. Thank you, M. Keevil and

M. Luebbert.
BY MR HARDEN:
Q So would it -- in that proceeding -- does it

remai n your position that the objective of the MEEIA programs is
to decrease system peak | oad?

A | don't know that that is the only objective of
t he MEEI A prograns.

Q Ckay. Would you be confortable in believing

that it's the primary objective?
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A | think -- as |'ve said in that case as well, |
think it is an objective and it's what M. File has stated as
the primary objective of the demand response prograns.

Q Well, | believe he stated that it was the annua
system peak | oad reduction and then you countered that you
believe that under the tariff that it was -- one of the
objectives was it was system peak |oad, which | think is a
little bit different. Wuld you agree with that?

A You are asking if | would agree that there is a

difference between system peak | oad and annual peak |oad?

Q Yes?
A Yes, there can be a difference.
Q Ckay. | would like you -- if we could turn to

the transcripts in the FAC proceeding to Volune 2, it's Page
162, Line 9 through 20?
MR HALL: M. Harden, what page number please?
MR HARDEN:. 162.
THE WTNESS: Do you mind if | take a second to

read this?
MR HARDEN. No. Absolutely.
BY MR, HARDEN:
Q Just let me know when you are ready.
A Ckay.
Q (kay. So in response to a question, Can you

provi de how qui ckly customers under this standard must recognize
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tangi bl e financial benefits in your opinion, you responded,

Yeah. That's a good question. |'mglad you asked. The issue
|'ve taken with these prograns, specifically the demand response
prograns, is that they're only approved or they're only -- the
measured lives are only for the period of time that the cycle is
approved for.

So in this case for Cycle 2, 2018 and 2019 is
the only period, and that's the period that's subject to the
MEEI A prudence review. |It's the only period that those prograns
are going to achieve demand reductions. And in this case Evergy
failed to derive those benefits for custoners within that tine
period and that is why |'ve recomended the disallowance.

Did | accurately reflect your testinony there,
M. Luebbert?

A You read what is there. | think at the
begi nning you asked about sone standard. If you could clarify
that with your question that woul d be hel pful

Q Yes. | believe that the standard | was
referring to was the one that you had provided which is that
custoners nust receive tangible financial benefits?

A And | think that should certainly be a goal of
any demand response program

Q Sure. As a matter of fact, that is what you
just reflected inthe -- | think that this is pretty consistent

with what you just testified to wwth M. Hall's questioning,
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isn't it?

A Yes.

Q Ckay. Now, you probably don't have this in
front of you, but subject to check, I would like to read
portions of regulation here of the definitions for demand-side
prograns and demand-side programinvestnent mechanisnms. And so
regul ation 20 CSR 4240-20.092. Again, these are the definitions
for the demand-side prograns and demand-si de program i nvest nent
mechanism And |I'm | ooking at Section 1C on avoi ded costs.

A Ckay.

Q | m|ooking at the last sentence of that
definition of avoided costs. It says the utility shall use the
integrated resource plan and risk analysis used in its nost
recently adopted preferred resource plan to calculate its
avoi ded costs. MNow, it would be correct to say that the purpose
of this calculation of its avoided cost is to determ ne whether
or not the given MEEIA programis cost effective; is that
correct?

A So | would say is the avoided cost used by the
Conpany are not the result of an integrated analysis or risk
anal ysis that cane out of their IRP. They were proxy avoided
cost that was cal cul ated as the | evelized cost of a hypothetica
CT and it doesn't reflect the first part of that rule, which
states that it's the cost savings obtained by substituting

demand- si de prograns for existing and new suppl y-si de resources.
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Q Ckay. Well, let's put aside whether or not --
and that's sonewhat new that you don't believe that the Conpany
utilizes its IRP in determ ning what the avoi ded costs of these
prograns are. But let's kind of put that aside for just a
second.

Wul d you agree with me that under the
regul ation, the Conpany was supposed to ook at its IRP in

det erm ni ng what avoi ded costs are for these prograns?

A So | think if | understand what you're asking,
IS --

Q | can restate it.

A Yeah. Please do.

Q Ckay. So was the Conpany, pursuant to the

regul ation, supposed to utilize the integrated resource plan and
risk analysis used in its nost recent IRP to calculate its
avoi ded costs?

MR HALL: (Object. That's a purely |egal
questi on.

JUDGE HATCHER: | will allowit. It can go to
wei ght .

THE WTNESS: So | think -- this may be
repeating what | said before, but in ny eyes the proxy avoi ded
costs used by the Conpany was not an outcone of the analysis or
the integrated resource analysis or the risk analysis in their

IRP. It was just a calculation of the |evelized costs for
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conbustion turbines.
BY MR HARDEN:

Q Ckay. And so again, what | would like to do is
let's for a second get away fromwhat the Conpany did or didn't
dointerns of its calculation of avoided costs. Ckay? Wat |
woul d I'ike to do is conpare what your -- essentially your |ega
standard for this prudence review or the time frane versus what
the regul ati on says.

You woul d agree with ne that the IRP | ooks out
over approximately a 20-year tine frane; is that accurate?

A Yes.

Q (kay. Now you have proffered that in order for
autility to prudently inmplemently its MEEIA progranms, that the
appropriate time frame for themto do that is the period of tinme
that the cycle is approved for; is that accurate?

A For -- specifically for these denmand response
programs or all programs?

Q No. Let's say the denmand response prograns or
the prograns which are at issue in this case?

A So | think there's areally fine line that needs
to be kind of addressed, which is estinating the cost
effectiveness through the EM&V process does not necessarily
indicate that the prograns were inplenented prudently. And
think, you know, a really simlar -- areally simlar thing to

think about is for a traditional supply-side resource the
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Conpany shoul d al ways be seeking to naxim ze revenues and

mnimze costs to the extent possible in order to |ower fuel and

purchase power costs expense all else being equal. And that is

kind of the point that | ammaking here is that the Conpany knew

of potential benefits that it could derive for ratepayers and
failed to attenpt to derive those benefits.

Q Do you think it would be better if that |ast
sentence in 1C there on 092, if that were rewitten using the
time period you' ve provided to read, The utility shall use the
period of tine that the cycle is approved for to calculate its
avoi ded cost?

MR, KEEVIL: 1'mgoing to object to that. |

think there is some confusion here regarding what this

t

regul ation applies to and what we are here today doing. Because

this regulation in its definition for demand-side program and

demand i nvestnment nechani sms, whereas we are here today on the

prudence review, which | believe is even pursuant to a separate

rule. | think we are mxing apples and oranges to a certain
extent and | object on that basis.

JUDGE HATCHER: M. Harden?

MR. HARDEN. Well, sorry. 1've got an echo.
Gve me two seconds here, while | adjust.

| think it gets to the key issue in this case,
which is at what time frame that the Comm ssion is supposed to

be | ooking at to determ ne whether or not the Conpany acted
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prudently. And we have a regulation here, which | would |ike
the Conm ssion to take judicial notice of, which clearly states
that in calculating the avoi ded costs, that the utility is
supposed to look at its integrated resource plan, which | ooks
out over a 20-year horizon. Wat we have here is testinony from
Staff saying that they believe the Conpany acted inprudently
because it failed to inplenment the programs in a way where they
were cost-effective within what is essentially a two-year tine
frame. So | don't think it is apples and oranges. | think it
has everything to do with the core issue in this case.

MR HALL: Judge, | politely raise ny objection
again. He is raising another |egal argunment. And at this point
he's arguing with the witness. That wasn't a question.

MR. HARDEN. | was responded to M. Keevil's
obj ection, which | was asked to do.

MR, KEEVIL: Judge, M. Keevil. The point that
M. Harden is focusing on avoided costs, whereas, | believe
M. Luebbert testifies to Evergy's failure to achi eve custoner
benefit. |'mnot sure that avoi ded costs are necessarily in and
of themselves relevant to M. Luebbert's testinmony and that is
the point I ammaking. M. Harden's making one argunent about
what it costs. M. Luebbert's naking a point about actua
benefits to custoners, which is not necessarily the sane thing.
So again, we have apples and oranges.

JUDGE HATCHER: (Okay. M. Harden, as
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under stood your question you are asking M. Luebbert's
preference for what the legal standard should be. And |I'm going
to disallow that question. | do see that the discussion of 2C
Is relevant. But | also think you have made your point. |'m
not sure how many questions you can have left.

MR HARDEN. | agree with you. | agree with
you, Your Honor. The point has been made and | don't want to
bel abor it further.

M. Luebbert, thank you for your patience in al
of that.

BY MR. HARDEN

Q Let me ask you, do you continue to agree that
historically capacity additions of supply-side resources have
tended to be lunpy? In other words, that they do not happen
evenly across tine, but sone years there are a |lot of capacity
additions and sone years there's very little?

A Yes.

Q Ckay. Do you agree that when utility customers
take advantage of a utility's demand-side prograns and adopt
practices resulting in the use of |less energy, that this
produces avoi ded cost savings in the formof |ess wear and tear
on the equi pment used by the utility and | owered environnmenta
costs?

A | do not agree with that sentinent. Because of

Evergy's participation in SPPIN the reductions fromthese demand
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response prograns are unlikely to inpact the amount that
Evergy's supply-side resources are dispatched given that the
relative size of the demand response prograns to the relative
size of the SPP markets.

Q On Page 8 of your surrebuttal testimony starting
on Line 6 you provide, Evergy decision-makers have not fulfilled
their responsibility to derive tangible financial benefits that
mrror the clained avoi ded capacity costs value. Did | read
that correctly?

JUDGE HATCHER: M. Harden, can you give nme the
page and |ine number?

THE WTNESS: |'msorry. | need the sane.

MR HARDEN. Gve nme two seconds here.

THE WTNESS: | think you said Page 8.

JUDGE HATCHER: Line 6 of the surrebuttal.

MR HARDEN. Did | say surrebuttal ?

JUDGE HATCHER: Yes. And the direct doesn't
have 8 pages.

MR HARDEN. Ckay. Gve ne two seconds here.
Sorry.

THE WTNESS: | think you mght be referring to
my surrebuttal testinony in the FAC prudence case.

MR HARDEN. Is that right? Hold on just a
second.

JUDGE HATCHER: M. Harden, could you ask your
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question w thout --

MR HARDEN. It's 0227. Do you know what, and
the problemis here | have the wong page number. Look on Page
20. Again, | apol ogi ze.

THE WTNESS: kay.

BY MR HARDEN:
Q Evergy Line 147
A Ckay. Gve me just a noment please.
Q Sure.
JUDGE HATCHER  That's the one.
MR. HARDEN. There you go. Yeah. | apol ogize.
THE WTNESS: Ckay. | amthere.
BY MR HARDEN:
Q Evergy deci sion-nakers have not fulfilled their

responsibility to derive tangible benefits that mrror the
cl ai med avoi ded capacity cost values. Now, | just want to nake
sure that | understand your position because that word "mrror"
suggests that within that two-year tine frame that it is your
position that Evergy was supposed to get all of derived tangible
benefits equal to all of the clained avoi ded capacity costs
wthin the two-year tinme frame that you -- that you advocate
for. Do | understand that correctly?

A So | guess what this statement cones back to is
that Evergy portrayed that there was potential customer benefits

equal to the anount of the avoided cost that they put forward in
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front of the Comm ssion within their application for Cycle 2.
Foll owi ng that, Evergy had the opportunity to derive these
tangi bl e financial benefits that |'ve estimated within the first
two years -- or within 2018 and 2019 fromtheir demand response
progranms and that it was inprudent for Evergy not to attenpt to
achi eve those benefits.

Q Ckay. But you don't nean -- because that is an

important point. | just -- so when you say "mrror," you're not
suggesting that within a two-year time frane that Evergy was
supposed to come up with all of the avoided costs that it -- you
know, justified these programs for within that two-year time
frame using only day-ahead LMP arbitraging and Schedul e 11 fees
from SPP?

A | think Evergy should be attenpting to maxim ze
the benefits in each year regardl ess of what avoi ded costs they
used for their application for approval.

Q Ckay. Now woul d you continue to agree as you
did in the FAC proceeding that it is -- that the Conpany did,
through its inplementation of the MEEIA program but in fact
there was some reduction in SPP Schedule 11 fees and a peak
reduction for the day-ahead LMPs and Schedule 117?

A |"msorry. Could you repeat your question?

Q Sure. As the Conpany inplenmented its MEEIA

progranms, would you that in fact, there was some reduction in

the SPP Schedule 11 fees as well as a reduction in day-ahead LM
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prices because of their --

A Fromthe inplenmentation of the portfolio as a
whol e, yes. | would agree with that statement.

Q Thank you. I'msorry. D d everybody hear ne?

A | did not hear you.

JUDGE HATCHER: You are live now. Go ahead.
MR HARDEN: ['msorry.

BY MR HARDEN
Q M. Luebbert, can you hear me now?
A | can now, yes. | thought you had asked a

question and | didn't hear it. Sorry.

Q Gve ne two seconds. Wuld you agree that
calling of addition DR events could in fact affect customer
behavior? For exanple, their inclination to override an event?

A It may or it may not.

Q Based upon that answer, would you agree that it
may or may not by |ogical extension calling additional DR events
coul d affect custoner behaviors in a manner that makes it nore
difficult for the Conpany to reduce annual systemm de peak | oad?

A | amnot sure that | have seen enough data to
say that that is the case for Evergy's service area and for
Evergy's custoners. And | -- and part of the problemis a very
smal | sanple size and to extrapolate anything froma sanple size
that small may not give the best result.

Q Sure. | understand that. You have not seen
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anything enpirical to base it on. But by |ogical extension you
just said that it could affect custoner behavior. |If it could
af fect custoner behavior, would you agree with ne that it could
then affect the Conpany's ability to when it does call DR events
to reduce annual systemw de peak | oad?

A Well, | think this goes to a bit nore broader of
a point, which is in a circunstance contenplated by Evergy where
you woul d need this resource to meet your resource adequacy
needs for SPP, the likelihood of you only having to call one or
two demand response events in a given year to mtigate your --
even if your only goal is to mtigate the systemannual peak,
the likelihood of only needing to call one or two events to
ensure that that's the case is pretty unlikely in ny eyes. And
to the extent that you have to ensure that that peak is
mtigated, you would likely call multiple events in
circunstances in which the Conpany believes that a peak may
occur.

And then once that peak has been mtigated,
there's going to be a second peak that could also be mtigated
and then a third peak. So to the extent that the thought is you
should only test two events per year for the next ten to 15
years in hopes that someday you will be able to avoid an SPP
resource adequacy fee is flawed in nmy opinion because of the
fact that when that does happen you will need to be able to cal

mul tiple events and understand what types of -- | mean, | guess
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to your point if there is a dimnishing factor for calling
multiple events, | would think that not only Evergy but Staff
and the Conm ssion would want to know what type of, you know,
peak reductions can still occur if you have to call nore than
two to three events in a year

Q Ckay. On Page 4 of your rebuttal testinony in
this case -- I'mgoing to read and tell me if | get anything

wong. This is -- on the issue of --

A Is it my surrebuttal ?
Q That actually it is on the -- it's your
rebuttal.
MR KEEVIL: There is no rebuttable.
MR HARDEN. Oh, shoot. Hold on. Sorry.
Sorry. It nust be direct. Well, let ne just ask you if you

agree with this.
BY MR HARDEN:

Q Your inpact analysis was based upon historica
data; is that correct?

A The -- you're asking me if ny inpact analysis
that | based nmy recommended disall owances on is based on

hi storical data?

Q Yes?
A The inpact analysis was, yes, the -- whether the
decision --
Q | get that argument.
Tl GER COURT REPORTI NG, LLC 171
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A -- to achieve those is not.

Q Right. Now, do you agree that day ahead LMP
prices can be effected by entirely unforeseeable events
unrelated to the weather, |ike transm ssion outages and t hat

kind of thing?

A Yes, they can be.

Q All right. M. Luebbert, do you have any
experience in predicted either nonthly or annual peak |oad?

A No, | do not.

Q So going backwards a little bit to your inpact

anal ysis. Now, you' ve said that that was based upon historica
analysis. I'msorry, historical data. And you agree that the
Conmpany woul d not have had that infornation at the tine of the
decision? And again, I'mconfining this. | understand that
your prudency analysis is ostensibly not based on historica
data but | amjust tal king about your inpact estinmate. You do
not disagree that the Conpany woul d not have had that data at
the time the decision was being made. Right?

A They woul d have had sone of the information.

Q Well, so for exanple, let me ask you just on the

weat her forecast. You didn't go back to a given day in 2018 or
2019 to see what the forecast was for the next day and then
verified whether that forecast was right? You didn't do
anything al ong those lines, did you?

A No, | did not.
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Q Ckay. So is it safe to say that you identified
the nonthly peak |oads in hindsight and then you assuned t hat
Evergy woul d have been successful in picking the dates?

Again, for your inpact analysis?

A Yes. | believe that's correct.

Q Ckay. Now, you don't disagree, do you, that th
capacity sales in SPP are bilateral in nature; is that correct?

A | agree.

Q | am about to wap up here, M. Luebbert. Goin
back to the short-term-- I'"msorry the tangible financia

benefit sort of standard that you set out in your testinmony. Do
you know of any statute, rule, or conmm ssion order that sets
forth that tangible financial benefit as the standard by which

VEEI A prograns or its management shoul d be assessed or based?

MR KEEVIL: 1'mgoing to object to that as
calling for a legal analysis.

MR HARDEN. Well, | am asking himabout his
testimony. | do not come up, the Conpany certainly did not cone

up with a tangible financial benefit. So I'msinply asking
where that cane fromif there's a legal basis for it or quite
honestly any place that came up with tangible financial benefit.
It is literally the crux of the case.

JUDGE HATCHER: M. Keevil?

MR. KEEVIL: |'mnot sure | understood the

response. If he is looking for a |legal analysis or not, Judge.

e

g
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But | suppose M. Luebbert could say if he is aware of any
statutes or regs that reference it, but beyond that |I am not
sure what the purpose of the question is.

JUDGE HATCHER: Thank you. Overruled. o
ahead, M. Harden

MR. HARDEN. Thank you
BY MR HARDEN:

Q M. Luebbert, do you know of any authority,
statute, rule, conm ssion order that sets forth what you had
deened tangible financial benefits as the standard by which a
VEEI A program or its management shoul d be assessed or judged?

A So | think a prudent decision-maker woul d seek
to maximze the potential benefits and reduce costs to the
extent possible. And that's really what |'mtal ki ng about when
| am saying that Evergy had the responsibility to derive those
tangi bl e ratepayer benefits but failed to do so, especially
given the rate structure that they had in place and the
i ncentive structure that they had place which woul d have
required mniml additional costs with the potential to increase
the potential benefits for ratepayers. But Evergy failed to do
that within the prudence review period.

Q (kay. This is related, but it's also going back
alittle bit. It'sinline with the weather question | asked
you a bit ago. Did the Conmpany have the LMP prices when it nade

the decision to call events?
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A Can you clarify which LMP prices?
Q Well, the ones in the future?
A Well, they -- depending on when the decision is

made, the Conmpany woul d have -- could potentially have the
day-ahead LMP prices to the extent that the Conpany made the
decision wthin the 24-hour period. The Conpany woul d have not
have had real -tine LMB prices at the time of deciding whether or
not to call an event.

MR. HARDEN. M. Luebbert, | appreciate your
time this norning and |1've got no further questions.

| would like to make sure -- | would like to
offer in evidence Exhibit 1 as well as Exhibit Number 2 that we
di scussed early on the cross-exam nation.

(WHEREIN; Exhibits 1 and 2 were offered into
evi dence.)

MR. HARDEN. This is the Stipulation and
Agreenent regarding the extension of the MEEIA 2 progranms and
into the summer of 2019 as well as the Order approving the
Stipulation and Agreenent.

JUDGE HATCHER: Thank you, M. Harden. Are
there any objections to the adm ssion of Exhibits 1 and 2 to the
record? Hearing no objection, it is so admtted.

(WHEREIN, Exhibits 1 and 2 were received into
evi dence.)

JUDGE HATCHER: We going on to Comm ssioner
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questions that | have -- | want to nmake sure that the
comm ssioners' attendance is noted in the record for today as it
was yesterday. So I'll call role call for conm ssioner
questions. | saw Chairman Silvey was in attendance.

Chai rman, do you have any questions?

CHAI RMAN SI LVEY: No questions, Judge.

JUDGE HATCHER: Thank you, Chair.

And Conmi ssi oner Kenney, any questions?
And Conmi ssi oner Rupp?

COW SSI ONER RUPP:  No questi ons.

JUDGE HATCHER: Thank you, Comm ssi oner.

Comm ssi oner Col enan, any questions?

And Commi ssi oner Hol sman, any questions?

(kay. | see the tine as 10:11. Let's go ahead
and junp into Bench questions for M. Luebbert. [|'m/looking at

taking a break shortly to try and get us halfway to |unch and

have a break. |f anyone needs a break speak up.
QUESTI ONS BY JUDGE HATCHER:
Q M. Luebbert?
A Yes, sir.
Q You answered M. Harden's question about the

tangi bl e financial benefits authority by stating that your
belief that a conpany shoul d maxi m ze benefits and m nimze
costs. Could you tell ne where the maxim ze benefits and

mnimze costs authority came fronf
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A So | think this goes back to what | was
mentioning before with a traditional supply-side resource. The
Conpany is tasked with maxim zing its revenues fromthat
resource and mnimzing cost to the extent possible.

Q Yes. \Were are you reading -- are you reading
that somewhere. You said the Conpany is tasked with it. Wo
tasked thenf

A So | guess absent of fuel adjustnent clause, th
Conmpany is incentivized by their -- basically by increasing
their revenues by keeping fuel costs lowin a non-test year or
guess outside of a rate case test year. Because of the fact
that rates woul d have been set at a given costs and to the
extent you can mnimze that, you' d maxim zed the sharehol der
benefit. Noww th FAC there is sone sharing their, which
obviously allows for the custonmers to pay for the fuel cost,
fuel and purchase power cost and there is a sharing percentage
i nvol ved.

But | think frompast testinony that | recal
that the Conpany has said that 5 percent sharing is enough of an
incentive to make sure that they are keeping their fuel and
pur chase power costs as low as they can. So this -- ny
statenent that they shoul d be maxim zing benefits at the | owest
possi bl e cost is based on what | would say a reasonabl e person
woul d do if they were inplementing the program

Q Ckay. So under a reasonabl e person standard,

e
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you are saying they woul d obviously, a reasonable person would
maxi m ze revenue and mnimze cost. Ckay.

A Right. If I could pay hundred dollars and
benefit nyself $200, it would be inmprudent for ne to accept
$120. Right?

Q No. But I'mnot the one answering questions. |
understand your exanple, but | think some of those -- there are
other risks that we woul d have to put in.

Let me switch questions or thoughts, either or
both. | asked a cal culator question yesterday to a calculate a
rate and | wanted to explain that a little bit further. First
M. Luebbert, did you bring a rate calculator with you or did
you al ready cal cul ate these rates?

A | did listen to your question yesterday and
was hoping to get some clarification, so if you would like to
ask I may have sone followup clarification.

Q Excellent. \Wat the Comm ssion wants to conpare
is totry and get their arms wapped around a dollar per dollar.
It has been very difficult because as we've discovered the set
up to the programis based on estimtes and the end auditing is
based on a review of accounting, but also with some of those
savi ngs based on those previous estimates. So to try and cone
up with a formula that mght give us what Evergy's savings is,
so we presunably know what Evergy's costs were for the DSIM

program and just as a proposed theory for how we conme up with a
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dol 'ar number to show a benefit.

So with that in mnd, the highest electric rate
was chosen. So out of Evergy Metro's and Evergy West
residential custoners there are several rates of classes. That
m ght not be the right word, but there are several rates within
that. The highest is what is called residential custoners
W t hout space heat. Since we are talking about sumrer nonths
and we are tal king about peak, choosing the highest customner
class cost and at the highest amount, so not just the custoner
in that class, but a customer class in that class over 1,000
kwWwh. And taking that highest value residential custoner savings
nunber, | think, and conparing that. D d that help,
M. Luebbert?

A So are you -- are you wanting to estimate what
the benefits for the custoner class is or are you wanting the
build benefit for a specific customner?

Q For the class.

A So the question is -- | guess anot her
clarification. Are you asking about the entirety of the program
portfolio in a given year or you asking about a specific
progr anf

Q The final question is do you know the dollar
val ue of the kilowatt hour savings for Evergy Metro residential
custoners at that rate? So | think if we take the peak kil owatt

hours saved. So what was -- what was avoi ded and that anount of
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electricity kilowatt hours that was avoided nmultiplied by the
hi ghest residential customer rate to equal out to a dollar
amount ?

A kay.

Q And let ne check this email to see if | can get
clarification. W want to take the kilowatt hour savings from
Table 2 and nultiply by this rate.

A And are you asking if that quantification would
give you an estinmate of the benefits to the custoner class?

Q No. |'mjust asking what the number is and then
the commi ssioners will draw the conclusion if that is an
accurate representation of the savings.

A Ckay. | guess | need to clarify this that any
reduced kilowatt hours sales for the residential class the
Company wi Il be nade whol e through the use of throughput
di sincentive for that reduced sal es anount.

Q Ckay. | still want the nunber. |'mlooking at
Table 2. And | think if we take the first year gross annua
energy savings deenmed actual. So | believe the 121, 323, 629

nunber and that's from Table 2 of Evergy Metro's report?

A Ckay. |f you give me just a nonent --
Q Sure.
A -- | will get there.

JUDGE HATCHER: And what m ght be a good tine

nowis to take a quick break to let M. Luebbert do some
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cal cul ati ons.
BY JUDGE HATCHER:

Q M. Luebbert, are you prepared to nove forward
with the cal culations on your own for a few m nutes?

A | just want to clarify before we do break. You

said Page 7; is that correct? O Page 57?

Q Page 5, Table 2. The table that | had all the
questions about yesterday.

A Ckay. And you're wanting to -- sorry go ahead.

Q First your gross annual energy savings deened

actual, so the $121, 323,629 anount in Evergy Metro's Table 2?

A kay. And you want that multiplied by the
hi ghest rate.
Q H ghest rate --
A And base rate.
Q Custoner rate?
A Wiich is the .14916 per kW; is that correct?
Q Yes.
A And are you asking what that product will nean

or are you just wanting to --
Q No.
A You're just wanting me to cal cul ate what that

nunber tines the other nunber woul d equal .

Q Yes. Both for Evergy Metro and for Evergy West?
A Ckay.
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JUDGE HATCHER: Al right. W wll take a short
restroombreak. We will cone back at 10:35. W are in
I nterm ssion everyone. Thank you.

(OFF THE RECORD.)

JUDGE HATCHER:  Back on record, intermssion
having concluded. W were in the mddle of Bench questions for
M. Luebbert. And M. Luebbert was calculating a couple of
theoretical rate anounts.

BY JUDGE HATCHER

Q M. Luebbert? Are you still there? You are
currently nuted by the way.

A | apol ogize. At sone point | will get the hang
of this double nute and at which point we will probably be back
I n person.

Q Not a problem | had to postpone an entire
hearing yesterday, so |I've got you beat.

Were you able to calculate the two nunbers |

asked for?

A Yes, | was.

Q Thank you. And | do apologize. | amnot trying
to nmake you do ny homework. | realize | could have nultiplied

t hose together but | ammndful that we want that in the record
for the conmm ssioners to be able to put in their decision. Can
you go ahead and give me those nunbers?

A kay. So | want to clarify to nake sure you
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am gi ving you what you're asking for. You are wanting the first
year gross annual energy savings deemed actual in Table 2 and
that's for the entire portfolio for the Conpany, both
residential and business. And you're wanting me to nultiply
that by the highest rate for non-space heat custoners over 1,000
kWwh from let's see -- | want to nake sure | get the tariffs
right too. For Metro sheet Nunber 5A, and that's is the 10th
revised sheet Number 5A. And for West it would be the first

revi sed sheet Nunmber 146.1; is that correct?

Q Yes.

A Ckay. Those two numbers multiplied together for
Metro, I'mdoing -- | have 121,323,629 nmultiplied by .14916
equal s $18, 096, 632. 50.

Q Thank you.

A That's for Metro.

MR KEEVIL: Could you repeat that?
18, 096, 000 --
THE WTNESS: $632. 50.
Are you ready for ne to nove on to West?
BY JUDGE HATCHER:
Q Yes, | am
A M ssouri West. Okay. So again on this
cal culation what | amlooking at is the Wst report Table 2,
first year gross annual energy savings deemed actual for the

entire portfolio as a 121,933,329 and | amnultiplying that by
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the rate for over 1,000 kW for non-space heating custoners on
Sheet 146.1 as .11927 and nul tiplying those two numbers together
comes up with $14,542,988. 15.

Q Thank you, M. Luebbert. And could you tell mne
why a -- the TRC test is not equivalent to a prudence finding?

A Sure. So what the TRC test is looking at -- and
actually if you give ne a moment, |'Il pull up the definition of
the TRC from Chapter 20. It says it is a test that conpares the
sum of avoided utility costs including avoi dable -- avoi ded
probabl e environnental cost to the sumof all increnmental costs
of end use neasures that are inplemented due to the program
including both utility and participating contributions, plus
utility cost to admnister, deliver, and evaluate each
demand- si de program and cost of statewi de TRM for TRM and
statew de TRM

So within that -- within that definition of the
TRCit is a conparison of avoided utility costs. And as | have
brought up in other dockets, the assumed val ue that Evergy has
used and continued to provide its EM&V contractor, is an
inflated value the doesn't reflect actual utility costs that
wi Il be avoi ded.
To go a bit further in ny eyes in order for the

demand response prograns to be truly cost-effective the actua
realized ratepayer benefits of that program needs to outweigh

the cost associated with the inplementation of that program
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And | mentioned before that, you know, the effect of any demand
reductions fromthe Demand Response |ncentive Programended with
the end of the event season in 2019. And so there will be no
further demand reductions that are the result of the

i mpl ement ation of that program

The -- the other part of ny answer to your
question is that just because a programis deened cost effective
t hrough the EM&V process it doesn't denonstrate the Conpany
i mpl emented the program prudently. Basing that cost
ef fectiveness on that hypothetical cost that will |ikely never
be realized by ratepayers doesn't alleviate the obligation for
Evergy to inplenent the prograns in the nost cost effective
manner possi bl e.

In by eyes that would be inplenenting themin a
way that nmaxim zes the actual ratepayer benefit, which all else
bei ng equal would result in a bill reduction. Just because the
Conmi ssi on approved a program based on what was portrayed as the
avoi ded capacity costs, doesn't nean that the programis
automatically prudent in its inplenentation. | think the
Conpany could inplenent its approved programw thin the confines
of the approved tariffs, the approved budgets, the proposed
programstructure while still being deemed cost-effective
t hrough EM&V and still have inplemented the prograns in an
i mprudent manner which is what | have brought today.

Q Ckay. Thank you. | don't see any other
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questions from ne.
JUDGE HATCHER: We will return to recross
examnation. | wll start first with Evergy.
MR HARDEN. Thank you, Your Honor. Can we have
just a second?
JUDGE HATCHER:  Yes.
MR HARDEN. Thank you, Your Honor. \Very
qui ckly.
RECROSS EXAM NATI ON BY MR HARDEN
Q M. Luebbert, we just wanted to clarify and make
sure that we were on the sane page on this Table 2 on the deened
actual first year gross annual energy savings. At 121,323,629
whi ch you then calculated to a rate base. Now, those are
savings annual ly. Right? So every year that is the savings
amount. Do you agree with that? That is not a one-tinme nunber.
That's an annual number of savings?
A It is the first year annual savings for the
measures inplenmented for the portfolio as a whole.
Q kay.
JUDGE HATCHER: May | interrupt, M. Harden? |

apol ogi ze.

M. Luebbert, we had quite a conversation with
M. Fortson yesterday trying to square that away. | thought
that we | anded on -- even though it says first year and annua

that it's really talking about the 21-nonth period that is the
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title of Table 2, April 1st, 2018 through Decenber 31st, 2019.
So | just want to point that out because you just in your answer
seenmed to depend on the words "first year."

THE WTNESS: So | apol ogi ze for any confusion
here. | think what is in that table -- and the reason |'m
saying | apologize is because | was not involved in the creation
of that table. But | believe the contents of the table are the
sum of the first year annual energy savings over the 21-nonth
review period for the entire portfolio. And that nay be
something that M. Fortson can clarify. | amsure he is stil
avai | abl e.

JUDGE HATCHER: Ckay. M. Harden, go ahead and
| will advise M. Keevil to be talking to M. Fortson in the
background. Go ahead.

MR HARDEN: Thank you. | just want to nmake
sure that | understand your answer one way or the other J.

BY MR HARDEN:

Q Are you saying that that nunber is the savings
for not just the first year, but for the consecutive years
thereafter for the prograns?

A That nunber would not be the same in each year
foll om ng because of differences in neasured |ives, which woul d
vary by neasure and program and whether or not it was
residential or conmerci al

Q Ckay. It would not be the same but -- al
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right. Appreciate it. Thank you for the clarification.
JUDCE HATCHER: M. Harden, are you done?

MR HARDEN. I'msorry. Yes, | am Nothing

further.
JUDGE HATCHER Let's go to M. Hall.
MR HALL: Thank you, Judge.

RECROSS EXAM NATI ON BY MR HALL:

Q M. Luebbert, could you turn back to the Table

2. It doesn't matter which version of the report, but Table 2

that the judge had you | ook at when you are finding the
variables to put in the fornula he asked you to do.

M. Luebbert, can you hear ne?

A | apol ogize. |Is that better?
Q Yes. Did you hear ny question?
A | did. | amlooking at the West report.

could pull up Metro if that's your preference.

Q It doesn't matter because --
A Ckay.
Q -- the reason why |I'masking you to bring this

up is to ask you: These tables in both reports, these are
cumul ative totals for the entire Evergy portfolio for both

conpani es. Correct?

A | think the table is Conpany specific, but yes

it's the entire portfolio.

Q So it is not isolating or |ooking at the
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t hernost at demand response prograns?

A No. And it's not isolating residential prograns
either. This includes everything fromthe comercial industrial
custom programto, you know, the business standard as well as
all of the residential programns.

Q And it's -- | nean, by that same logic it's also
not focusing on the Demand Response Incentive Programeither?

A | would say that Demand Response |ncentive
Program has no inpact whatsoever on the deemed actual first year

growt h annual energy savings nunber.

Q Wiy is that?
A Because the Demand Response |ncentive Program
does not -- there is no cal cul ated kW savings fromthat program

to ny know edge.

Q So this -- | wll look at the West report since
that's what you're at. If | could find it. So this hundred --
so there's $120Mfigure, that is all of the prograns in the
portfolio and that nunber is -- it's hiding whatever savings may
or may not have been achieved through the thernostat prograns?

A So just to clarify, you nentioned $120M val ue.
This would be 120 mllion kilowatt hours. So just with that
clarification, yes. This doesn't -- it is not broken out by
programand it -- | guess, to what | said earlier, it includes
everything in the portfolio.

Q So M. Luebbert, taking the fornula at face
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value, nmultiplying the kilowatt hour savings tines a base rate
in customer bills, would that fornula denmonstrate any savings or
benefit for customers who do not participate in energy
efficiency prograns?

A No. It wouldn't be a good estination of that.
And | wll say first and forenost using the highest residential
rate and applying that to kilowatt hours saved fromthe
portfolio as a whole, is pretty msleading as far as what that
nunmber woul d actually provide. The other thing that, you know,
| think really needs to be pointed out is those kilowatt hour
savings -- Evergy's nade whol e through the throughput
di sincentive for that |ost revenue. And so essentially what
that -- what that boils down to is a participating customer may
see a slight bill reduction based on their kilowatt hour
savings, but that revenue difference is then made up by the
class as a whole. So even if this is broken down to just say
residential custoners' savings and you're multiplying that by
the highest rate, it still wouldn't be a good estinate of the
custoner benefit.

Q Let's extrapolate on that. | want to take |ike
areally aerial viewof this. Let's ook at the Evergy tineline
as an exanple. 1Is it your understanding that Evergy's base

rates were last set in 2018?

A That is my understanding, yes.
Q So that's what set these base rates and that
TI GER COURT REPORTI NG LLC 190

WAV Tl GERCR. COM 573. 999. 2662




© o0 ~N oo o B~ w N

N O N I I S R e e S N N T i o e
g &5 W N P O © © N o O b w N kB O

EO 2020- 0227, Vol. 11

i ncl udes investnments, O&M going forward for the Conpany?

A It would have been based on the test year.

Q Evergy Cycle 2 -- Cycle 2 Evergy applied and is
now -- Evergy applied for a third cycle MEEIA prograns.

Correct?

A That's correct.
Q \Wen was that approved?
A | can give you the exact date. | believe it was

-- I"msorry. Wat did you say?

Q The exact date is not necessary. |'mjust
| ooking for a broad timeline here?

A | believe it was late 2019 was the origina
Report and Order and that was followed up with an anended Report
and Order a couple of nmonths after that.

Q And as we've all been discussing over the past
few days in MEEIA application there are -- the proponents of the
event energy programs are going to provide X amount of savings
and they are going to have X proxy costs applied to the savings
to claimbenefits. Correct?

A Yes. And Evergy has an incentive to elevate the
estimated capacity savings in order to boost the cost
effectiveness of all their programs. And | -- this isn't
necessarily the venue that | have argued this, but |'ve argued
in others that their estimted avoided costs were unrealistic.

Q Expl ai n what you mean by incentive
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MR HARDEN. | would like to launch a bit of an
objection. | think are pretty nmuch well beyond the scope of the
Bench's questions on this, which is as | understand we are in
recross.

MR HALL: | do need sone | eeway to explain that
this does direct to your questions. |f given opportunity, I
wi Il rephrase nmy question to try to get this nore narrow.

JUDGE HATCHER: Overruled. | will allowit. Go
ahead.

BY MR HALL:

Q M. Luebbert, when any conpany -- when any
electric utility conpany is going to come in for a rate case
they' re going to supply nunbers for their investments in the
test year going forward to set base rate and to set rates in the
future. Correct?

A Yes.

Q Has Evergy cone in for a rate case since their
| ast rate case in 20187

A They have not filed for a general rate case
since they last received --

Q Based on your personal understanding and
know edge, do you believe Evergy will be including nore
investnents in its next rate case relative --

JUDGE HATCHER: M. Hall, can you explain to ne

how that is related to Cycle 2 prudence review?
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MR HALL: What I'mtrying to get to, Judge, is
that the judge has asked M. Luebbert for this fornula to derive
certain benefits that can be commuted to Cycle 2. M. Luebbert
has already testified there were no avoi ded costs in Cycle 2.
If there are no avoided costs then we shoul d see nore
I nvestnments going forward in the next rate case, neaning that
bills will go up and that any of these savings -- and of the
quot e/ unquot e saving fromthe fornula do not readily denonstrate
t hat custoners actually save any noney goi ng forward.

JUDGE HATCHER: \When you reference Luebbert's

formula, are you referencing the calculation that I asked himto

perfornf?

MR. HALL: Yes, Your Honor.

JUDGE HATCHER: That is not his. That came fro
the Conm ssion? It seens pretty speculative, M. Hall, is what
|'"mgetting at.

MR HALL: Fair enough, Your Honor. | wll
redirect ny questions and get nore narrow at this tinmne.
JUDGE HATCHER: (Ckay. Go ahead.
BY MR, HALL:
Q M. Luebbert, do you recall the conversation |
had with you earlier about Evergy's avoided cost from Cycle 2?
A | do.
Q And do you agree with me that avoided costs

represent the deferral of future investments?

m
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A | think avoi ded costs should nost accurately
reflect potential costs that can realistically be expected to be
avoi ded through the inplenentation of a program | don't know
that we have seen that in either cycle application yet.

Q If an electric utility does not avoid costs
through its energy efficiency prograns, generally then we shoul d
see nore supply-side investments going forward?

MR. HARDEN. Your Honor, again this is beyond
the scope of what the Bench asked.

JUDGE HATCHER M. Hall, do you have a
response?

MR HALL: Yes, Your Honor.

JUDGE HATCHER: Do you have a response to the
obj ection?

MR HALL: Yes. It was going within the scope
because this fornula is -- fromthe context of the question, |
think it is getting to sone type of purported benefit. Wat |I'm
trying to establish with M. Luebbert is that there are no
actual benefits as represented fromthat fornmula.

JUDGE HATCHER: Ckay. But | don't know how
you' re connecting your argument that there are no benefits to a
future but rate case or even a present, ongoing rate case.

MR HALL: | apologize for any lack of clarity
on ny part. If you may, | will try again with a different

question to M. Luebbert.
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JUDGE HATCHER: Ckay. | will allow one nore
question. Let's see if we can get there though.
BY MR HALL:
Q M. Luebbert, with all due respect to the
question offered fromthe Conm ssion, do believe this fornula
accurately represents benefits that Evergy's customers are

receiving fromthese denmand-si de prograns?

A No, | do not.
Q Wy not ?
A Well, | think that | have pointed out sone of

the flaws in the estimation and the fact that you are using not
only -- you're sunmarizing -- or you are generalizing that you'd
be using the highest residential rate and then multiplying that
by kilowatt hour savings for the portfolio as a whol e when
general |y speaking the residential energy rate will be higher

t han some ot her classes. That poses a problem And then the
presence of a throughput disincentive wherein the Conpany is
made whol e for any potential |ost revenues neans that the rate
class as a whole nay not be -- they nay not have that savings

because it will be recovered through the DS

Q And | -- M. Luebbert, did you have anything
el se to add?
A No.
Q Thank you.
MR HALL: | have no further questions.
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JUDGE HATCHER: Thank you, M. Hall. Redirect
fromM. Keevil?

MR KEEVIL: Yes, Judge. Thank you.
REDI RECT EXAM NATI ON BY MR KEEVI L:

Q M. Luebbert, let me see if | can put a finer
poi nt perhaps on what M. Hall was asking you. Does the
calculation -- or do the calculations which you perforned
pursuant to the Judge's request, do those cal cul ations represent
savings for the custoner class -- for any customer class for the

period under review?

A. No.

Q Does it represent anything specific that you are
aware of ?

A | don't think that the estimation provides a

useful look at the effectiveness of the portfolio or any program
specifically.

Q Ckay. Would you agree -- this goes back to when
the Judge -- the Judge referenced sonething that M. Fortson had
said on the stand yesterday regarding what the amounts of Table
2 represent. | believe -- which figure was it from Table 2 that
you used, sir, in the calculation that the Judge asked you to
per f orn®?

A That woul d be -- yes. That was first year gross
annual energy savings, kW deemed actual .

Q (kay. Would you have agree, sir, that that
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amount is a cunulative amount for the review period of Apri
1st, 2018 through December 31st, 2019?

A | believe that is correct.

Q M. Harden asked you some questions about your
testinony where you refer to changeable financial benefits and
M. Harden referred to your description of that as a standard
for evaluating MEEIA prograns. And | don't remenber whether it
was M. Harden or the Judge, but one of them asked you if you
were aware of any statutes or regul ations regarding MEEI A where
that standard was set forth. Do you recall that Iine of
questioning, sir?

A | do.

Q | believe your answer was you weren't aware of
any statute or regulation which included that term Was that
basi cal |y your answer?

A | think that was part of ny answer and | think
al so expanded that that doesn't necessarily mean -- that was
part of my answer, yes.

Q Wul dn't you agree though, sir, that your use o
the term-- is it related nore to the reasonabl e person standard
of the prudence review?

A Yes.

Q And as such it is really based on just genera
concepts of ratemaking rather than specific statutory |anguage?

A Yes.

f
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Q M. Harden al so asked you -- | believe he
referred to it as your inpact analysis and he referred to it as
bei ng based on historical information. Wen you were answering
t hose questions, sir, what did you understand the term as
M. Harden was using of inpact analysis to nmean?

A So the way | understood the question was -- |
guess, first and forenost when | was |ooking at -- when | was
review ng the programperiod, the first question that cones to
mnd is did the program-- or did the utility make i nprudent
decisions by not trying to attenpt to achieve benefits? And the
answer to that question was yes, they did not attenpt to achieve
those benefits despite recognizing that there was the potential
for those benefits. Then the next, you know, thought process
was, well, did they have the opportunity to attenpt that w thout
I ncurring additional substantial cost? And answer to that
question, again, is yes, they could have attenpted to call nore
events and target events that wouldn't have cost -- that
woul dn't have increased programcosts substantially. So at that
point wthin the -- kind of the reasonabl eness standard you have
to go back and you have to | ook at what inpact that inprudent
deci si on made on custoners. And so given the fact that the
prudence review occurs after the inplenentation period, | went
back and | |ooked at historical data to try to estinmate what the
i mpact was of that inprudent decision in the first place. And

that by -- basically by default has to | ook at some historica
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dat a.

Q Did you enploy hindsight analysis as M. Harden
suggested you di d?

A No, | did not.

Q Can you --

A | npacted analysis -- it was an inpact anal ysis

of the inprudent decision in the first place. So if you know
that you can save -- or if you know you can save ratepayers
money and it's not going to increase program costs
substantially, you should do so because a reasonabl e person
woul d do so. The inpact will always use some historical data to
understand what the actual inpact was, but it is not hindsight
anal ysi s.

Q Ckay. M. Harden al so asked you sone questions
about avoi ded costs and referred to the Conm ssion's regul ation.
Do avoi ded costs or does the term"avoi ded costs" equal benefits
to custonmers?

A Not always. |f avoided costs are accurate, it
can equal custoner benefits. Wiat |'ve -- what ['ve laid out in
this case and other cases is that the estinated avoi ded costs
but forth by Evergy are inflated and don't reflect what the
customers may actually see. And all of that is to really say
that the avoi ded costs nay be used through the EM&V process to
cone up with a cost effectiveness score or TRC number. But even

i f that nunber is above one, that doesn't mean that the program
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was i nplemented prudently. |If there is an opportunity to save

ratepayers nmoney at a mninal cost, Evergy is obligated to do so

and they haven't.
Q Wul d you al so agree, sir, then that cost
ef fectiveness analysis through the EM&V process does not

denmonstrate that the Conpany inplenented a program prudently?

A No, it does not denonstrate that.
Q What does it denonstrate?
A The EMRV process verifies to the extent possible

actual kilowatt hours savings and kilowatt savings from
programs. Then, at |east historically what has been done, is
the EM&V evaluator will nmultiply those savings by an avoi ded

energy cost and avoi ded capacity cost that is provided by the

Company. Now, what gets really inportant if you are |ooking at

conparing -- I'mgoing to say quote/unquote benefits to the co
I's whether or not you are |ooking at avoi ded costs that are
actually incurred or reasonably incurred or if you are | ooking

at a proxy nunber that is a hypothetical and unlikely to be

st

incurred. | guess -- in my eyes that EM&V process thus far has

utilized those proxy avoided costs that are unrealistically
expected or are unlikely to be incurred and therefore the
custoner benefit gets di m nished.

Q All right. M. Harden also referred you to
forget whether it was Exhibit 1 or Exhibit 2, but it was a

Stipulation froma prior case that referred to the Conpany
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calling five events during 2019. Do you renmenber that, sir?

A | do.

Q Do you happen to have a copy of that Stipulation
handy?

A | do.

Q Now, i s your recommendation contrary to the

provision there in Paragraph 7 of the Stipulation?

A | don't believe it is.
Q Wy not ?
A | would view the five demand response events as

a mnimumand | certainly think that Evergy coul d have cal |l ed
more than five events. And regardless of what is within the
Stipulation for 2019, nothing was in effect in 2018 that
precluded Evergy to call up to or at the maxi mum nunber of
events to derive as nmuch benefit as they could. So despite
their argument that they felt this nunber was a cap, which |
struggle to understand, there was no such perceived cap in 2018
and yet they called a m ninumanount of events.

Q In fact, they called I believe two in 2018, was
it?

A That sounds correct. And | guess just to expand
on that a bit, as we were review ng, kind of, the Cycle 3
application it became evident that the nunmber of events being
call ed each year was trending -- it was decreasing. The Conpany

was calling fewer and fewer events. So this, what | would say,
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is a mninmmwas sonething that we pushed for as far as being
included in the extension agreenent because of the fact that

fewer and fewer events were being call ed.

Q (kay. Excuse nme. There's been a | ot of
di scussi on both yesterday and today about -- excuse me --
calling events. And | want to get away fromthat, | think, for

just a nonment here or see if there is a distinction. As |
under stand your proposal regarding the thernostats, the
progranmmabl e t hernostats, you're recommended di sal |l owance is not
based entirely on whether or not Evergy called the proper number
of events as it concerns the thernostats; is that correct?

A Absol utely correct.

Q What is the basis for your recomrendation
regarding the thernostats?

A If you give ne a nmoment, there were severa
I ssues that | raised with the thernostat program specifically.
And as a -- kind of a high level -- one the issues was the fact
that Evergy gave away quite a few thernostats. And |I'm not
going to differentiate between West and Metro, but Evergy as a
whol e gave away quite a few thernostats that were never
ultimately enrolled in the Demand Response Program despite the
fact that the tariff says that custonmers' air-conditioners wll
be cycled as part of that tariff. So essentially they gave away
thernostats that were useless froma demand response standpoint,

whi ch we are not tal king about cheap thernostats. They are, you
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know, they're not -- not the traditional cheap thernostat you're
going to put on a wall. That was a decent size cost that |
recomended a disal | owance for.

Anot her one of the issues that | raised was the
fact that Evergy hit its target for the programcycle as a whole
for thernostats in 2017 and then decided to use the nost
expensive way possible to throttle additional adoption of the
thernostats, which was utilizing direct installation of
thernostats. And for, kind of, an explanation of what that
means is instead of allow ng a
bring-your-own-thernostat-custoner to install their own
t hernostat and rei nburse just for the cost of the thernostat,
the direct install method not only pays in full for the
thernostat, but also pays in full for professional installation
of that thernostat. And | personally have installed a smart
thernostat. They're not very difficult. They're fairly easy to
do. | think you could see that if you | ooked at the uptick in
bring-your-own-thernostats that occurred in 2019 once the
Conpany got its extension approved.

So basically what they were doing is they were
limting how many people could install thernostats by making it
-- by making the program as expensive as possible in 2018. So
that was another issue that | raised as far as the residential
t hernostat prograns are concer ned.

Q And neither of those concerns have anything to

TI GER COURT REPORTI NG LLC 203
WAV TI GERCR. COM  573. 999. 2662




© o0 ~N oo o B~ w N

N O N I I S R e e S N N T i o e
g &5 W N P O © © N o O b w N kB O

EO 2020- 0227, Vol. 11

do with the nunber of events called; is that correct?

A No, they do not.

Q | believe in response to sonme questions from
M. Hall you were referring to or you said something about when
the cycle -- like Cycle 1/Cycle 2 that we are dealing with here
today, Cycle 2, when the cycle is over benefits from demand
response MEEIA prograns end; is that correct?

A Yes. Essentially what | amsaying there is that
Evergy will not continue to see demand reduction fromthat
Demand Response Program after the cycle is over unless they
re-enroll those custoners and pay them again and then recover
that cost fromratepayers through the DSIMagain. So the demand
reduction stop as soon as the cycle is over.

MR KEEVIL: If you give me just a nonent here,
Judge.
JUDGE HATCHER:  Yes, go ahead.

BY MR. KEEVI L:

Q Quick question here, M. Luebbert. The Judge
asked you | believe it was, why is the TRC tests not to a
prudence finding. Are there other cost-effectiveness tests for
-- to determ ne cost-effectiveness of energy efficiency program
or for a demand response program nore specifically?

A There are. | think what's really inportant to
keep in mnd when you're |ooking at the cost-effectiveness test

Is they rely so heavily on the need for the assuned avoi ded
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costs to be realistically assumed to be able to actually avoid a
utility cost to the extent that they don't -- the
cost-effectiveness tests, the efficacy of them is dimnished.

MR KEEVIL: | think that's all the questions |
have, Judge. Thank you.

JUDGE HATCHER  Thank you, M. Keevil. |
believe, M. Luebbert, you are excused. We will nove on to our
next witness and that is Dr. Geoff Marke.

Dr. Marke, if he could speak up so | could swear

you in.

THE WTNESS:. | am here, Judge.

JUDGE HATCHER: There you are.

(Wtness sworn.)

JUDGE HATCHER: Thank you. M. Hall, your
W t ness.

MR HALL: Thank you.
DI RECT EXAM NATI ON BY MR HALL:

Q Dr. Marke, good afternoon?

A Good afternoon.

Q By whom are you enpl oyed and in what capacity?

A M ssouri O fice of Public Counsel, a chief
economi st.

Q And on whose behal f are you testifying today?

M ssouri O fice of Public Counsel.

Dr. Marke, are you the sane Geoff Marke who
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cause to be filed rebuttal testinmony in this case?

A | am

Q At the sane acconpanying surrebuttal testinony,
was that also your product?

A Yes.

Q Did you al so prepare an errata sheet for any
corrections that you had your testinony?

A | did.

Q If | asked you the questions contained in the
rebuttal -- in your rebuttal testinony incorporating the
corrections fromyour errata sheet, would your answers be the

sane or substantially simlar?

A They woul d be the sane.
Q And in then is your rebuttal testimony correct
and true -- pardon ne. Let me rephrase that. |[Is your rebuttal

with the corrective fromyour errata sheet true and correct as

to the best of your belief?

A Yes.

Q Sane question, but as to your surrebutta
testi nony?

A Yes.

MR HALL: Your Honor, at this time | would
offer into evidence Exhibit 200, 201, and 202, the rebuttal
testinony of Dr. Geoff Marke, surrebuttal testinony and errata

sheet respectively.
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(WHEREI N, Exhibits 200, 201, and 202 were
offered into evidence.)

JUDGE HATCHER:  Thank you, M. Hall.

Are there any objections to the adm ssion of the
three exhibits, the rebuttal, the surrebuttal, and the errata
sheet, Exhibits 200, 201, and 202?

MR KEEVIL: Judge, | have an objection. This
is M. Keevil. No objection, but | don't remenber, when was the
errata sheet subnmitted? | amnot sure | have a copy of that.

MR HALL: M. Keevil, | believe | enailed it
out to all parties the day before the hearing. | could resend
it to you at this tine.

MR KEEVIL: | appreciate that. The errata is
2027 Marked Exhibit 202?

MR HALL: Yes.

MR KEEVIL: Thank you very mnuch.

JUDGE HATCHER: Ckay. M. Hall, have you
tendered the w tness?

COURT REPORTER: Judge, this is the court
reporter.

JUDGE HATCHER: Go ahead, Li sa.

COURT REPORTER: |I'msorry. Did you receive
t hose then?

JUDGE HATCHER: | sure did.

COURT REPORTER:  Sorry about that. Go ahead.
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JUDGE HATCHER: Not a problem

(WHEREI N; Exhibits 200, 201, and 202 were
received into evidence.)

MR HALL: | had not yet tendered the w tness.
| was sending the errata sheet to M. Keevil. At this time, |
tender the witness for cross.

JUDGE HATCHER:  Thank you, sir.

W go to M. Keevil for cross.

MR. KEEVIL: | have no questions, Judge.

JUDGE HATCHER  Thank you, sir.

W will go to Evergy.

MR FI SCHER: Thank you, Judge. | have no
questions either.

JUDGE HATCHER  Thank you, M. Fischer.

Comm ssi oner questions? Thank you.

And Bench questions. | do have a couple.
QUESTI ONS BY JUDGE HATCHER:
Q Dr. Marke, help me understand a 50-50 ratio for

i ncentive to non-incentive spendi ng?

A Sure.

Q Not be considered inprudent; is that correct?
A Correct.

Q And you're testinmony highlighted -- and I'm

going to m x up the nunbers, | apologize. But Metro West has

adm ni strative costs of 55 and 60 percent was the high? O 1've
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al so seen 59 percent and 55 percent?

A Right. If | may | can clarify why there is a
di fference.

Q Yes.

A The 50 percent represents 2018 as reported in

the EIA data. The 59 represents the fact that we're extending
beyond just the 2019 year.

Q Ckay. M question why is 50 percent acceptable
and 55 percent inprudent?

A Right. So ny rebuttal testinmony articul ated
sone basel ine nunbers across the nation according to the EIA.
That is on Page 4, Figure 2. That 38 percent was the national
average for non-incentive spending. The -- | used that as an
acceptabl e baseline of averages and understanding that that
average enconpasses small, big utilities and everything in
bet ween, 500+ utilities across the nation. | then |ooked the
hi storical spending of each of the investor-owned utilities per
EI A 861 data. Those on Page 5 and 6. What you will notice
there is that these nunbers are effectively -- you know, they
fluctuate year over year. But each one of these nunbers is
bel ow 50 percent as a general rule until we get to 2018.

There's reasons for that and the rest of ny testinony
articul ated, you know, why those costs are higher for Evergy and
why |'m asking 50 percent be used a threshold.

The 50 percent as opposing to saying 60 percent
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or 55 percent is acknow edging in part that of the sone of that
overhead cost is part of -- is part of the ability to just go
ahead and operate these programs. So the EM&V nanagenent -- at
the end of the day the 50 percent was an appropriate benchmark
to go ahead, fromour perspective, to send to the Conpany that
we are not gonna sit there and say you shoul d benchmark
absolutely at 38 percent or whatever the EIA is saying. But
clearly anything spending nmore than half of your energy
ef ficiency budget on non-energy efficiency natters is
probl ematic. The extreme woul d have been to add on a couple
more billion dollars to go to 60 percent and say we're going to
hold themto the US standard of 38 for 2018. | felt like we are
trying to be reasonabl e here because, Judge, at the end of the
day ny goal is for the Conpany to do better, for ratepayers to
choose sonething nore out of these prograns in ternms of the
noney that's going into it.

So really the goal here, you know, in signaling
the m smatch between adm nistrative spending and actual energy
efficiency spending is predicated on we want this Conpany to do

better noving forward.

Q Wul d 51 percent Dbe inprudent?

A Moving forward or this case?

Q Ei t her?

A My hope is that if by the Conmmi ssion's

acknow edgi ng that 50 percent as a one-time shock here that that
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woul d set a precedent and the Conpany woul d be nore conscious of
that noving forward and that they would -- if they came -- |
can't speak to how our office would respond to a 51 percent in
the future or not. At this point that would be speculative on
my part. It would be frowned upon at the end of the day.

Q |s there -- it seens like we are either prudent
or inprudent. |Is there a mddle ground where the Conpany shoul d
get a warning and say, Hey we need to back off a little or
change these nunbers before it beconmes inprudent? O is it at
51 we're autonatically deened inprudent?

A That's a great question. And there's a |ot of
nuances that's involved in MEEIA.  You know, no doubt we've
di scussed a nunber of them Let ne try to give an illustrative
example. We've been throwing the termcost effective around
quite a bit today. And ny testinmony took issue with the term
cost effectiveness in that that's largely and EM&V issue or it's
-- really it -- 1I'"Il take that back. It's not really even an
EMEV issue; it's a market potential issue on the front end. So
when we're | ooking at these programs, is it cost-effective based
of f the assumed avoi ded cost at this point noving forward? And
we're projecting that out over the next four years. The EM&V
i mprudents are all looking at two distinct different things.
That is why they are separate cases. M. Harden introduced, |
think it was Exhibit 2. He introduced an EM&V study. And that

study is actually a really good illustrative exanple of what |
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mean why cost effectiveness shouldn't be -- we should be careful
when we throw that termaround. And how that plays into your
exact question as to is it inprudent or prudent.

On Page 32, it actually has a breakdown of the
different cost-effective ratios in that exhibit. You will note
that in 2018 the residential thernostat programhad .34. That's
under one and that suggests that programis not cost-effective.
If we were to operate under a, you know, hard fast one, that if
it's, you know, below this threshold then we would say, oh, this
I's inmprudent and for the various reasons that we need to find
out. Interesting, what you see here in 2019 is the nunber goes
up so you have to ask yourself what was the different about 2018
versus 2019. | would offer up look at the EIA data. The big
difference -- if you ook at my Page 6 of ny rebuttal testinony,
every year of Evergy's programs we're talking, well, below 40
percent. | guess with the exception of 2013 year, but the
progranms were only at $7 million on Evergy West.

My point is that all of the sudden you see that
spi ke in non-admnistrative costs in 2019. That corresponds
again -- and it's not solely because although |I take issue with
the thernostats, I'mtaking issue with the entire portfolio of
adm nistrative costs that Evergy is putting forward. So that
assunmes a lot of things. And it gives the Conpany an enor nous
anount of discretion as to how they spend their dollars. So if

['mgoing to contract out to a third party of power to do
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behavi oral response programs, those are actual nailers that go
into custoners, |'mpaying a prem umdollar as opposed to doing
t hat in-house, which is what other --

MR FISCHER: Judge, | think at this point I'd
like interject an objection. | think Dr. Marke is going way
beyond the question fromthe Bench and has wandered off into
areas that | don't think is relevant at all.

THE WTNESS: Judge, if | may, I'Il try to clean
it up.

MR FISCHER Judge, | would like to hear a
response from Public Counsel.

MR HALL: | would offer that since it was the
Judge' s question, the Judge has not objected or asked the
Wi tness to narrow the response; that an objection to the w tness
offering the response is not proper unless the Judge wants
Dr. Marke to rephrase his response or otherwise narrowit.

JUDGE HATCHER: |'mgoing to sustain the
obj ecti on.

Dr. Marke, | got the answer you're going for.
Thank you, sir.

THE WTNESS: (Ckay.

BY JUDCE HATCHER:
Q Do you think OPC and Staff have any
responsibility for their approvals along the way such that you

even had a cone in and have a stipulation saying, call this many
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events? Do you think that Staff and OPC shoul d have realized
that perhaps Evergy was a little reluctant and needed a nore
structured systenf

A That's a fair question, Judge. | guess this is
what | struggle with, is that you know, ny testinmony tal ks about
at this point we're tal king about 70,000+ thernostats that are
out there in their overall service territory. Right now we are
continuing to giveaway thernostats. Very -- heavy incentives.
A lot of dollars. And this is an unused asset that is out
there. To the extent that we've got a responsibility to point
that out, | believe we have. This sort of the last strawin
terms of making this an issue is actually taking it in front of
the Conm ssion. But we do neet on a quarterly basis. W do
provide input. Utimately, at the end of the day this is a
managerial decision. This is the Conpany's decision to either
execute and utilize these assets or not.

From nmy perspective, you know, | try to go out
of my way, you know, not to be accused of Monday norning
quarterbacking and giving fair notice that this is an issue for
us. Unfortunately this is where we are at.

Q Ckay.

JUDGE HATCHER: | believe that is all the
questions | have, Dr. Marke. Thank you

THE WTNESS: Thank you.

JUDGE HATCHER: We go to recross. That takes us
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to Staff. M. Keevil?
MR KEEVIL: Very briefly, Judge.

RECROSS EXAM NATI ON BY MR, KEEVI L:

Q Dr. Marke, you referred to an exhibit that
M. Harden used at some point yesterday. But | believe Exhibit
1 and 2 were hi Stipulation and is an Order approving
Stipulation. Those you aren't the exhibits you were referring
to, were they, sir?

A | have -- | received a copy of the -- was cc'd

on an email for an exhibit that included a docunent. M

understanding is that it was Exhibit 2, the Evergreen Econom cs.

| coul d be wrong.
Q Ckay. I'msorry. You were referring to the
EM&V study by Evergreen when you were referring to this exhibit
for M. Harden?
A That's correct.
Q (kay. So whatever nunber that was.
MR KEEVIL: Judge, do you have a nunber for

t hat one?

MR FISCHER: Judge, | amnot sure that that was

ever introduced.

MR HARDEN: No, it was not ever introduced and

it wasn't utilized.
JUDGE HATCHER:  (kay.
MR KEEVIL: So it wasn't nmarked for
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i dentification?

MR HARDEN. Right, or offered.

MR, KEEVIL: Nothing further then, Judge.
Thanks.

JUDGE HATCHER  That takes us to recross from
Ever gy.

MR FISCHER: Thank you, Judge.
RECROSS- EXAM NATI ON BY MR FI SCHER:

Q Dr. Marke, you were asked some questions about
your 50-50 split incentive cost to non-incentive cost by the
judge. Do you recall that?

A Yes, | do.

Q Is there any PSC rul e that establishes a 50-50
split as the appropriate redline between prudence and
nonpr udence?

MR HALL: (nbjection, a |egal question.
JUDGE HATCHER: |'mgoing to overrule that. W

have been allow ng that throughout this hearing. It will go to

weight. | understand that Dr. Marke is not a | awer
BY MR. Fl SCHER:
Q Wuld like to answer that Dr. Marke?
A As far as -- to understand the question, just to

rephrase it, correct ne if | amwong. Do | know of any
precedent or PSC ruling that says 50-50 is the prudent standard?
Q Yes?
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A | amnot aware of a specific ratio. |'mnot

aware of any ratio necessarily for a prudency standard.

Q That is just one you' ve created for this case?

A Based of f ny experti se.

Q You were asked -- | think you answered sone
questions on -- you nentioned the 38 percent national average

and that was acceptable to you; is that right?

A That's correct.

Q Do you agree that utilities may characterize
i ncentive and non-incentive costs sonewhat differently depending
on where they're at?

A | can agreenent with that.

Q So not every utility in the country
characterizes incentives and non-incentive costs exactly the
sane?

A There's a | ot of nuances within that, yes.

Q Did you research the Mssouri MEEIA rules for a

definition of incentive and non-incentive costs?

A The MEEIA rul es?

Q Yes.

A Not in preparing this testinony.

Q Do you know if the M ssouri PSC MEEIA rul es
define incentive and non-incentive costs in anyway?

A | cannot speak to that offhand.

Q So you don't know or you haven't researched it?
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A | mean, being put on the spot here, | couldn't

recite verbatimwhat the codified rules say. |If you can refer

themto ne.
Q ' masking if you know whet her they exist?
A Vell, | knowthis: | know that the individual

cost-effective tests articulate specific inputs that go into

that and reasonable mnds can differ as to whether or not --
Q No. M question Dr. Marke, is is there a

definition that you are aware of in the Mssouri MEEIA rules

that define incentive and non-incentive costs?

A |"mnot -- again, |'mnot aware of it.
Q Did you tine to find a definition?
A. | did not try to find definition of incentives.

| did not. Not for the Mssouri rules.

Q D d you include in your testinony how the Form
El A-861 defines incentive and non-incentive costs?

A Non-incentive as adm nistrative, narketing, or
other and incentive as energy efficiency incentive spending.

Q Did you include in your testinony how the form
defines incentive and non-incentive costs?

A | put down the figure taken fromthe ElA
website. | did --

Q Did that include a specific definition of what
is included in incentive and in non-incentive costs?

A QG her than what's in that figure, sir.
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Q So there is no definition of what is included.
You just have the nunbers. Correct?

A So -- that's correct.

Q Did you have access to the underlying data of
the 500 or so utilities that you referenced using those Form
El A- 8617

A The raw data that's supplied at the EIA level is
what | have.
Q So would it be correct to conclude that you

don't know how each of those 500 utilities characterized
i ncentive and non-incentive costs for purposes of that EIA fornf?

A | know that it's all self-reported data and
there is going to be variation across utilities no doubt.

Q So it's correct to conclude that you don't know
how t hose 500 utilities characterized incentive and
non-incentive costs. Correct?

A It would be a broad brush stroke is what | would
characterize. |It's effectively what EIAis trying to state with
that figure.

Q But you are saying that you can't -- you can't
concl ude or we shouldn't conclude that you have the infornmation
on how each of those conpanies defined incentive and

non-incentive costs. Correct?

A | am aware of --
Q Is that a yes or no?
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A Wel |, please give ne a second, sir?
Q I"'msorry. GCo ahead.
A VWll, what | amaware of is the El A data based

off of a fixed year EIA data range. And what |'ve got is the
Company's own self-reported data for six years. Each year the
Conpany' s incentive non-incentive range was below a certain

t hreshol d.

Q That was not my question Dr. Marke. M question
is: Is it correct that you don't know how specifically these
utilities defined incentive and non-incentive costs for purposes
of that fornf®

A | cannot speak to the 500+ utilities, sir.

Q In preparation for your testinony in this case,
di d you research previous decisions of the Mssouri Conm ssion
that |ooked at the difficulty of conparing managenent efficiency
fromone utility to another?

A I"'maware of it in general, the difficulties of
t hat.

Q No, ny question is did you research the Mssouri
Publ i ¢ Service Comm ssion decisions that addressed that topic?

A Yes.

Wi ch decisions did you reference?

A Did | reference or did | research?
Q |'"msorry. Didyou research?
A In particular rate cases auditors, you know,
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defini ng managenent expenses and | guess that's the extent of
what | know as that being a hot topic in terns of rates cases in
front of the Conm ssion.

Q So you don't recall any specific rate cases you
researched on that topic?

A | can't think of one. [|'ll stand.

Q So you are not famliar with the decisions that
abandoned the practice of adjusting the rate of return
determ nation for managenent efficiency because of the
difficulty of assessing managenment efficiency?

MR HALL: (Cbjection; assumes facts not in
evi dence.

JUDGE HATCHER: Can you restate that question
M. Fischer?

MR. FISCHER Yes, sir. | was asking, so he
wasn't famliar with the decisions by the Mssouri Public
Servi ce Conmmi ssion that abandoned the practice of adjusting the
rate of return determnations for nmanagenent efficiency because
of the difficulty assessing managenent efficiency.

MR, HALL: Any Conmi ssion decision with that
concl usion woul d speak for itself. M. Fischer's question is
comng out of left field and not citing to any other -- we have
no i dea what decision he is citing to. There's no decision |ike
that in the record previously. This is why | amsaying it's

assum ng any type of conclusion --
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(WHEREI'N;, court reporter |ost connection with
WebEX. )

COURT REPORTER: Can you guys hear me? Can you
guys hear ne?

JUDGE HATCHER:  Yes.

COURT REPORTER: Sorry. | had to get ny video
on. So | got the objection and then | got M. Hall's saying
that he's comng out of left field and no idea what he is citing
to. Could you continue, M. Hall? | amterribly sorry. It
just hung up.

MR, HALL: For the purposes of the record the
Judge permtted the question to proceed. And then Dr. Mrke, if
you woul d, could you repeat your answer to M. Fischer's
question?

THE WTNESS: | believe it was no.

MR FISCHER And if | didn't, | meant to thank
the witness for his patience and that was all the questions |
had.

JUDGE HATCHER: Thank you, M. Fischer. That
takes is to redirect.

M. Hall?

REDI RECT EXAM NATI ON BY MR, HALL
Q Dr. Marke, do recall your conversation with the
judge has to a distinction between a 50-50 ratio and 55-45

rati o?
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A
Q
t hose two ratios

non-i ncentive to

| did.
Do you agree with ne what one difference between
Is that if you have a 55-45 ratio of

Incentive spent then literally nost of the

energy efficiency dollars would be non-incentive versus

I ncentive spend?

A

Correct. In the characterization that | said --

you know, mny testinony was when we approve, you know, $100

mllion in energy efficiency budget, you know, we announce t hat

we' re expecting that that noney goes prinarily to energy

ef ficiency.

Q

Dr. Marke, M. Fischer went on to ask you about

Evergy's categorization of incentives and non-incentive costs

conpared to other utilities. To your know edge, has Evergy

attenpted to conpare its categorization of non-incentive to

i ncentive costs conpared to the other utilities that were

anal yzed in the EIA report?

A
Q

No.
And Dr. Marke, do you know of any -- do you know

of Evergy changing its policy as to the categorization of

i ncentive versus

revi ew period or

non-incentive costs over period -- over the

the entirety of Cycle 2?

A No.
Q Over Cycle 17?
A No.
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MR HALL: Your Honor, | have no further
questi ons.

JUDGE HATCHER:  Thank you, M. Hall.

Dr. Marke, that does it for your testinony. You
are excused. Thank you.

THE WTNESS: Thank you, Judge.

JUDGE HATCHER: Everyone, we are at the end of
the hearing. | have a few announcements and then | will ask for
any ot her comrents from Counsel. As to exhibits, I, the
Regul atory Law Judge, will take the responsibility of sending
the exhibits to the exhibit email address for marking and
official addition into the record. W have two outstanding
exhibits that are yet to be submtted. Evergy is going to
submt the errata sheet for M. File's testinmony and that is not
due until Thursday, April 29th. And Staff was going to submt
as an exhibit all applicable tariffs for both Evergy Metro and
Evergy West during the tine period of April 1, 2018 to Decenber
31st, 2019, all tariffs that were in effect even if partially
during that time period.

I will followup with a witten Oder to that
effect and | would also like to allow for one day to object to
those two exhibits. |If that will not be enough tine? Let ne
know now.

MR KEEVIL: Did you say Thursday for the MEEIA
tariff fromStaff, Judge?
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JUDCE HATCHER:  Yes, sir.

MR KEEVIL: Do we have an exhibit nunber
preassigned to themthat | can reference when | file those?

JUDGE HATCHER  Let's do that right now.
believe, Staff, you are at 101 is your next nunber.

MR, KEEVIL: | believe so, Judge. Yeah

JUDCE HATCHER: So be it. Exhibit 106 is the
tariffs submtted by Staff due Thursday, April 29th.

And Evergy --

MR- HARDEN. | think it is Exhibit 7, Judge.

JUDGE HATCHER  Thank you. You are at 7 and
that is the errata sheet for M. File's testinony. And then |
woul d like to set a deadline for objections to those two
exhibits as one day later. So Friday, April 30th, 1'd like to
hear if that gives everyone enough tinme to read over and file a
t houghtful objection. [If not, we could change it to a Monday.

MR, HALL: Your Honor, | would ask for Monday
given the length of the entirety of the tariffs, but | don't
think any --

JUDCE HATCHER:  Ckay.

MR, HALL: -- nore would be necessary.

JUDCE HATCHER: Sold. We will change the
obj ections due Monday. Let me find out what date that is, My
3rd. And again, | wll followup with a witten O der

menorializing this.
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Are there any other matters that need to be

addressed? Al right. Seeing none, this evidentiary hearing is

adj ourned and we are off the record.

(VWHEREUPON; the hearing was adjourned.)
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