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(Hearing conmenced at 7:00 p.m)
(Exhibit BPU 1 was marked for
i dentification.)

THE HEARI NG OFFI CER:  Ladi es and
gentlemen, this is the May 2010 Board of Public
Uilities rate hearing with regard to their
request of rate increases. M name is Phillip
Carson and |I'mthe hearing officer presiding
over these public hearings.

If any of the nenbers of the public
wi sh to speak -- excuse nme -- on the public
portion of this hearing, please if you haven't
al ready done so, please sign in on the sign-in
sheet with this lady right here. Thank you.

Ms. Peters.

M5. PETERS: M. Carson, |I'm
Kat hy Peters, rate hearing for the BPU

THE HEARI NG OFFI CER:  Thank you

Have any petitions for intervention
been received?

MS. PETERS: Yes. As Randy
ating will testify, we have received petitions
for intervention that were tinely filed on the
behal f of the | arge customer group of BPU
currently consisting of General Mtors, Giffin
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Wheel , Kansas University Medical Center,

Onens- Corning and WaterOne. Al so Suburban

Water, Inc., doing business as Suburban Water

company. And also Rick Yarnell, an individual.
THE HEARI NG OFFI CER.  Are

there -- thank you, Ms. Peters.

Are there any attorneys for the
intervenors that are present? If so, please
enter your appearance.

No attorneys present on behalf of the
i ntervenors, okay.

Are there any intervenors that are
personal |y present on behal f of thenselves or
their conpanies? |If so, please enter your
appear ance.

MR, YARNELL: | am

THE HEARI NG OFFI CER:  You are,
sir?

MR YARNELL: M name is Rick
Yar nel | .

THE HEARI NG OFFI CER  Your
address, please.

MR YARNELL: 2424 Nebraska
Court, Kansas City, Kansas.

THE HEARI NG OFFI CER Are you

Metropolitan Court Reporters, Inc. 913-317-8800
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represented by an attorney in this matter?

M5. PETERS: | am not.

THE HEARI NG OFFI CER. Anyone
el se?

M5. KRAUSE: | am Laurie Krause
wi th Water One.

THE HEARI NG OFFI CER And the
address of WaterOne, please?

M5. KRAUSE: Onh, that is really a
good questi on.

THE HEARI NG OFFI CER  Ckay. |
know it is everywhere. Al right.

M5. KRAUSE: The adm n
headquarters is -- I'mtrying to renenber.
10744 Lenexa.

THE HEARI NG OFFI CER:  Thank you.

Any ot her intervenors that are present
t hat have not entered their appearance? Al
right.

Ms. Peters, |'mgoing to turn the
proceedi ng over to you at this point.

M5. PETERS: And | would like to
call on M. David Mehl haff, BPU s public
information officer.

MR MEHLHAFF: Thank you, Kat hy.

Metropolitan Court Reporters, Inc. 913-317-8800
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"' m David Mehl haff, public affairs
officer for the Board of Public Uilities.

We appreciate you taking your time to
be here at this public hearing. W thank you
for being our customers and we do appreciate
your busi ness.

We ask that you turn off your cel
phones and pagers or turn themto vibrate at
this time. |f you need to use the restroom it
is right out in the hallway out here. R ght out
the door to your immediate right. |If you wi sh
to speak and nmake conments at this hearing, sign
your name and address on the sign-in sheet
that's just inside the door. Also, if you would
like to ask a question after our presentations,
fill out a card with your question and place it
in the box in the hallway. If you need some
cards, let nme know and I wll make sure to get
some to you or you can get themfrom Jenny over
here. She has cards and pencils and fill those
out .

We are going to hear presentations from
a nunber of people. | would like to introduce
those folks to you at this tine. First of all
before | do that, we do have two of our board
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menbers present. W have three of them John
Pettey, our vice-president; Mary Conzal es; and
our president, Loretta Col onbel. Thank you for
comng. They are here to observe and to gather
all the information they can through this
process.

Kat hryn Peters, you just heard from
she is our attorney with Kutak Rock, LLP
representing BPU.  She has been with us through
our rate hearing process since 1980. The
follow ng staff nembers will be speaking this
evening: Don Gay, our general nmanager; Lori
Austin, manager of accounting and finance and
our chief financial officer; Peggy Howe wth
Bl ack & Veatch, an international consultant,
managenent consul tant, and engineering firm
You will hear nore about themlater.

Bl ake Elliott, our director of electric
supply planning. Darrell Dorsey, nanager of
el ectric production and supply. Bill Johnson,
manager of electric operations. And, finally,
Ji m Epp, nanager of water operations an acting
chief admnistrative officer

Also, | want to remnd you that the
same rate hearing will take place tonorrow

Metropolitan Court Reporters, Inc. 913-317-8800
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morning, sanme roomat 9:00 a.m After that, we
wi Il then have a detailed presentation by Bl ack
& Veatch. You will hear nmore about themin a
little bit. They will be part of this
presentation but a lengthier presentation on the
cost of service study, and that will be
tonorrow. So we will have nore information
about that later. Again, if you have questions
l et me know.

At this tine, | would like to introduce
-- hand the mc back off to Kathryn Peters from
Kut ak Rock. Kathryn.

MS. PETERS: W al so have sone
fol ks fromBlack & Veatch present with us. And
a fewof themwll speak tonorrow as
M. Mehl haff mentioned. Peggy Howe will also
speak tonight. Peggy Howe with Black & Veatch,
Ed Overcast, Craig Brown and Anna Wite.

The BPU has set the public hearing for
t he purpose of discussing BPU s revenue
requi rements and the proposed changes to the BPU
rates to recover nore revenues in order to meet
our cost requirements. The format of the
hearing is that BPU began by having Bl ack &
Veat ch conduct cost of service studies in

Metropolitan Court Reporters, Inc. 913-317-8800
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electric and in water. The BPU received the
cost of service study reports fromBlack &

Veat ch and foll owing that BPU published the
90-day notice of public hearing that is required
by the charter ordinance.

The format of the hearing is that we
will present to you by the BPU staff a nunber of
the reasons for the public hearing request, why
revenues are needed, what the proposed changes
in the rates are going to be, what things the
BPU has done to cut its costs before requesting
a rate increase, what the various capital needs
are of the electric and the water operations,
and several things about BPU s overall financial
condition that leads to this rate request.

There will be a PowerPoint presentation
by BPU and all of the things that the BPU is
saying here today are being taken down by a
court reporter. So, when it cones your time to
speak, speak slowy and distinctly so the court
reporter can take down your words as will the
BPU staff.

The Power Poi nt presentation, the
exhibits, all of the proceedings, the things
that our intervening customers have to say will

Metropolitan Court Reporters, Inc. 913-317-8800
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all be presented to the board and they will make
a decision based on all of the evidence. There
wi Il be no decision by the board until they have
received all of the evidence. And that w |
include things that you say in the public
comment portion that will follow the question
period which will follow the BPU s presentation.

The BPU has two phases of the public
hearing. W have the public comrent portion,
and as M. Mehlhaff indicated, we are making a
presentation tonight. There will be a very
simlar presentation tonorrow norning. In
addition, tonorrow norning Black & Veatch will
give a lengthy explanation of the cost of
service report.

Fol | owi ng the public presentation,
there will be a technical portion. W have
customers who have intervened in this
proceeding. W wll be continuing the technical
portion of the hearing to have further
di scussions with our intervening custonmers. W
expect that the initial rate reconmendation wl|
be nade to the board sonetine toward the end of
May, early part of June. W expect that final
recommendations will be made to the board toward
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the end of this year. And, again, nothing wll
happen until recommendati ons are nade to the
board and the board makes its final decision

Board menbers may be present in the
audience to listen today. |f they are not here
today, again, the court reporter will be taking
down everything that everyone says, and all of
this information will be provided to all of the
board nenbers before they nake their decision.

M. Carson, | would like to ask you, if
you could, to have all of the BPU and the Bl ack
& Veatch witnesses who are going to testify or
make presentations be swornin. And | would
repeat that is M. Blake Elliott, Darrel
Dorsey, Don Gay, Peggy Howe, Randy Oting, Lori
Austin, Bill Johnson, Jim Epp, Anna Wite, Craig
Brown, and Ed Overcast.

THE HEARING OFFICER. Al right.
Thank you.

Those of you that were just named and
who are going to speak or make a presentati on,
pl ease rai se your right hands. Do you swear or
affirmto tell the truth, the whole truth and
not hing but the truth?

(BPU and Bl ack & Veatch

Metropolitan Court Reporters, Inc. 913-317-8800
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presenters answered affirmatively | do.)

THE HEARI NG OFFI CER:  Thank you.

M5. PETERS: And | would like to
ask -- | would like to ask Randy Oiting to join
me.

MR OITING Sure.

M5. PETERS: M. Carson, at this
time Randy Qtting would Iike to give the

evi dence that notice of public hearing was given

i n accordance with charter ordi nance.

THE HEARI NG OFFI CER:  Go ahead,
sir.

MR OTTING Yes, we have filed
our February 1st, 2010 in the Kansas Cty Star.

MS. PETERS: And, M. Qting, |
amgoing to read you a few questions. Please
state your name and your business address.

MR OITING Randy Oting, 540
M nnesota Avenue, Kansas Cty, Kansas 66101.

MS. PETERS: What is your
occupation?

MR OITING |'mthe director of
accounti ng.

MS. PETERS: What are your
responsibilities relating to the current

Metropolitan Court Reporters, Inc. 913-317-8800
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electric and water rate hearing with regard to
publication and notice of public hearing
di ssem nation of information to the public?

MR OTTING | was the prinmary
contact person with the public with regard to
information, and | was al so responsible for
maki ng sure that the notice of hearing was
publ i shed tinmely.

MS. PETERS: Did the BPU board
direct staff to set a public hearing on the rate
proposal ?

MR OITING Yes

MS. PETERS: Please |list the
dates and places of publication of notice of
publ i c heari ng.

MR OITING February 1st, 2010
Kansas City Star. February 4th, 2010, Wandotte
West. February 4th, 2010, Piper Press.

February 4th, 2010, the Wandotte Echo.

MS. PETERS. Could you go ahead
and read the notices.

MR OTTING Sure. The notice of
hearing and the affidavits are on file with the
BPU and avail abl e for review upon request. The
affidavit of publication in the Kansas Gty Star

Metropolitan Court Reporters, Inc. 913-317-8800
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was on February 1st, 2010, which provided the
90-day notice required by statute. This
docurment is presented and filed as Exhibit 1,
BPU- 1.

MS. PETERS: And you have BPU-1
t here?

MR OITING Yes

M5. PETERS. M. Carson, | would
like to have introduced at this time BPU Exhibit
1, affidavit of publication.

THE HEARING OFFICER. Al right.
It is accepted and admtted into evidence and |
find that the 90-day notice requirenent required
by the charter ordinance has been fulfilled.

MS. PETERS: Thank you, sir

M. Qting, were any petitions for

intervention filed with you?

MR OITING Yes. W had three
on March 3rd, 2010. M. Rick Yarnell, an
i ndividual. Mrch 15th, 2010, Suburban Water, a
whol esal e water custoner. March 30 -- I'm
sorry, March 17th, 2010, we had intervention
with the BPU | arge customer group which consists
of General Mdtors, Giffin Weel, Kansas
Uni versity Medical Center, Owens-Corning and

Metropolitan Court Reporters, Inc. 913-317-8800
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Vat er One.
MS. PETERS. Thank you,
M. Qting.

And, M. Carson, | note that all of the
petitions for intervention were filed before
March 19th which was the cut-off date for filing
petitions of intervention.

THE HEARING OFFI CER. Al right.

MS. PETERS: And any ot her
exhi bits and testinony of the BPU and Bl ack &
Veatch we will introduce into evidence at the
conclusion of the public portion or the
techni cal portion, sir.

THE HEARING OFFI CER. Al right.

M5. PETERS: | would like to at
this time turn the floor over to BPU to nake its
public presentation, and I wll introduce M.
Don Gray, general nmanager of the Board of Public
Uilities.

MR GRAY: Thank you, Kat hy.

Good eveni ng everyone.

First of all, I want to welcone all of
you that are here this evening. W very nuch
appreciate you being a witness and being
involved in our rate hearing process. | think

Metropolitan Court Reporters, Inc. 913-317-8800
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it is very inportant and | appreciate and
respect very nuch that you are here.

As you know, asking our custoners,
asking you to consider allow ng us to raise

rates is never easy. |In fact, | don't know if
there is ever a good tinme to ask for a rate
increase. However, | just want to say that

staff and | are conmtted to keeping our rates
as | ow as possible.

And also with that, we are trying to do
a better job at informng our custoners and
giving theminformation on how they can better
manage their energy and water. And we have got
in all of the chairs information but included
with the information are these cards that give
useful tips on water and energy usage. And,
al so, on the bottomof the card is our website
| ocati on where you can get additional
information. And, also, you can contact the BPU
office through David Mehl haff, our public
affairs officer, who you net earlier who can
al so get information for you

As was stated earlier, this is going to
be a lengthy presentation. W have a |ot of
staff that will be involved in giving technical

Metropolitan Court Reporters, Inc. 913-317-8800
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portions of this rate hearing as to not only why
we need the rate increases but what we plan to
do with the additional resources.

So, with that, I would like to start
off by nentioning that I will give an overview
and I will primarily talk about our planning
process, historical trends, controlling cost,
and our rate conparisons. And then staff wll
followwth the remainder of the rate hearing
process, cost of service, proposed rates,
purpose of the rate increase, and the
conclusion. And, also, with staff, as was
mentioned earlier, we have key technical support
from Bl ack & Veatch engineering which is an
internationally known engi neering conmpany who
hel ped us with our cost of service and rate
desi gn wor k.

I'n our planning process, the mssion of
the utility is "To focus on the needs of our
customers, to inprove the quality of life in our
community while pronoting safe, reliable and
sustainable utilities." W are driven by a --
primarily by our strategic plan and then within
that strategic plan we have our key 20-year
electric and water master plans which are the

Metropolitan Court Reporters, Inc. 913-317-8800
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primary planning tools that we use.

This is where our challenges are
| ooking at our historical trends. Qur cash on
hand recently, what that has been show ng. Qur
electric sales as well as our water sales.

Qur cash on hand since 2004 has been
dropping at a pretty rapid pace. Wat this
represents on the 2009, we show a little over 25
mllion in cash. That may seemlike a [ ot but
it takes roughly 17 to 20 mllion a nmonth to
operate the organi zation. So, as you can see,
we woul d like to have ideally about 60 days in
reserves. And we have been runni ng anywhere
from 23 days to 40 days recently. And that puts
us dangerously low as far as our liquidity
position is concerned.

Also, as far as our electric sales, the
trends, our industrial sales since 2005 to
current have reduced by roughly 25 percent, our
comrercial by 5 percent, and our residential
roughly 6 percent. And, also, sone of these
graphs and the information is also in the
handouts that we provided.

In | ooking at our water sales trends,
this takes into account all three industrial,

Metropolitan Court Reporters, Inc. 913-317-8800
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commercial and industrial total. But as you can
see, since 2006 our water sales have slowed by
roughly 18 percent in recent years. Al though
our cash has been coming in nuch weaker,
recently what have we been doing to hel p manage
this reduction -- and, oh, before | get into
that, just why specifically our sales are down.

No. 1, as we all know, the econony in
the last couple of years has been challenging to
say the least. But we are also a weather-driven
busi ness and the weather really in the last
coupl e of years has been relatively mld in the
sumer and winter periods. And also very wet
unusual l'y so.

We have had a flat to inclining
popul ation. | think there is a sense because of
some of the growth that is occurring out
especially in the western region that we are
seeing a popul ation growh going along with it,
but that is really not the case.

And then, lastly, conservation, which
Is a good thing. Mre and nore people, nore and
more conpani es are conserving energy and water.
And we are seeing that. The new appliances, for
exanpl e, that you buy. You know, water has been

Metropolitan Court Reporters, Inc. 913-317-8800
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a part of conservation efforts for a nunber of
years because there is many areas of our

country. They're having water shortages so that
has been happening as far as conservation in
that area. Your flush boxes, for exanple, in
your homes now use |ess volune and so forth. So
conservation has al so had an inpact.

So what have we done to control our
reduce in cost? Since -- from 2006 through
2010, we reduced our budget by $55 million. We
elimnated staff positions for the past five
years. And as a natter of fact, we have been
reduci ng staff positions since roughly 1996 and
slowy reducing positions over tine. W have
froze salaries. Al of the management
professional staff with the utility are al
frozen and we are currently working with our
bargai ning units in working with themin |ooking
at -- also |ooking at some freezes there as
wel | .

Another thing that we did to help
control our costs was our coal purchases. W
got -- late last fall in 2009, our cash position
got very weak. One of the things that we were
able to successfully do was to renegotiate our

Metropolitan Court Reporters, Inc. 913-317-8800

Page 20





©O© 0 NOoO OB Wb K-

NNMNNONNMNNMNNRPRRRRRRRR R
GO WNREPOOOMNOOU M WRNEREO

Page 21

contact -- our coal contract at our Nearman
power station. Odinarily, this is a take or
pay contract but because they understood that we
had a ot of coal in inventory because of demand
bei ng down, they did allow us to park the train
for a nonth and that saved us roughly $4 mllion
by being able to park the train. And that was
very inportant at that point in tine to help us
strengthen our cash position because we were
getting dangerously down bel ow -- even bel ow 23
days. W also were able to park the train for a
period of roughly a month at our Quindaro plant
down in Fairfax al so which hel ped save sone
cash.

And |ike we always do when we don't
have enough rmoney, we del ay capital inprovenent
projects. And that is a kind of where we have
been recently. W just have not been spending
money and continual l'y upgradi ng our aging
infrastructure because we just haven't had the
cash.

Gaphically, it basically summarizes.
Agai n, we have reduced our budget since 2006 by
roughly 55 million. Now our board approved in
our budget for 2010 678 staff positions but

Metropolitan Court Reporters, Inc. 913-317-8800
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currently we are operating at 594 positions
because | have been hol ding up vacant positions
and haven't been filling them Now, the
challenge with that is our service quality
starts to worsen as we have fewer and fewer
people to respond, especially when we get into
energencies. But we have had to do that to
protect our cash position.

We have been able to say that our rates
are very conpetitive. Qur electric rates are
| ower than other surrounding utilities and well
bel ow t he national average. And our water rates
are very conpetitive with surrounding utilities.

For exanple, |ooking at a typica
customer on the electric -- nonthly electric
bill 920 kilowatt hours. This is wthout the
PILOT fees. $84.67 would be what our electric
charge would be. And, again, if you conpare
that to some of our neighbors |ike Kansas City
Power & Light, Independence, and so forth -- and
here is -- over here is the national average.
Now t hi s national average nunber was a 2008
number so we know it has gone up since 2008. W
don't have the latest data on that but we're
still well below what it was nationally in 2008.

Metropolitan Court Reporters, Inc. 913-317-8800
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On the water side, for 8 cubic feet we
are roughly in the mddle, at $36. 35.

| wanted to point out a little nore
carefully the electric utility rates and the
rate conparisons, and al so show as an industria
trend what has been happening. And this has not
just been happening here regionally, it has been
happening nationally. E ectric rates have been
skyrocketing. A lot of it is being driven by
not only rising costs of doing business, a lot
of the commodities that we use, whether it be
coal, natural gas, oil or whether we -- you
know, copper has fluctuated in price. A lot of
our transforners and that are all -- that use
copper.

But environmental nmandates have been
also challenging all of us as an industry in
raising rates. And if you notice, Kansas Gty
Power & Light, Kansas now, because they both
serve in Kansas and M ssouri, we are |ooking at
Kansas City Power & Light 2006, they had an 8.95
percent and they have been steadily asking for
i ncreases before the Kansas Corporation
Commission. And they currently have an 11.5
percent before the comm ssion now [If they get
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anywhere close to that 11.5, since 2006 they
wi Il have increased their fees by 48 -- roughly
49 percent.

If you look at BPU, the last rate
i ncrease we had was in 2006, 2.65. And then if
you add the one that we are recommending in
2007, it would still be under 10 percent in
total since 2005. But this -- a lot of the
utilities because of the -- especially when you
go to build new generation, like latan Il, the
Kansas City Power & Light's building, whether
they are new gas plants, we all know that the
cost for these generating facilities are going
up trenendously.

And then all the environmental systens
that you have to put on these plants really
drive up the costs as well. And there is nore
and nore mandates on the environnental side that
is requiring us to convert some of our ol der
plants and to add better controls to them So
this is really starting to drive the cost of
energy upwards. And, you know, we are getting
into that as well.

The rate hearing process at this tineg,
| would turn it over to Lori Austin, nanager of
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finance, who will cover basically our rate
hearing process.
MS. AUSTIN. Thank you, Don

Just to talk a little bit about a rate
hearing process. W are a cost of service
organi zation. W have engaged the firmof Black
& Veatch to performa cost of service study in
both our electric and water utility. W asked
to have themperforma five-year cost of service
study from 2010 t hrough 2014. Once that cost of
service study was performed, we began our rate
setting process.

We went before our board and asked for
a resolution to approve -- a resolution for a
rate hearing that was approved on February 1st.
That started the 90-day notice for public
review. And in that public review we allow for
formal review of our rate process and our cost
of service and also any intervention.

It's two -- we provide two fornal
public hearings that are conducted in the
morning and the evening after the 90-day period
has expired. It is overseen by the
adm ni strative judge, who we have here tonight.
The first hearing is tonight and the next
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hearing will be tonorrow norning at 9:00 a. m

There will be a transcript of the
hearing for both sessions and that is nade
available to the public and to the board of
directors once conplete. At a later date we
will ask for our board to vote on what the
proposed rates that are -- that we are
requesti ng.

Qur cost of service study, the focus of
our study is to match the cost of providing the
services to the individual custoner classes so
that we can equitably recover those costs. W
have three major classes: Residential,
comercial, and industrial.

There is a three-step approach to the
cost of service. W have a revenue requirenent
for the overall utilities, both water and
electric, and that is how nuch noney is needed
to meet our cost of service.

Then we performa cost allocation from
whom shoul d the noney be collected. And as |
referenced, the three |arger groups, the
industrial, residential and commerci al .

Then we have -- then the final stepis
a rate design. And it is how should those costs
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-- how shoul d those services be priced anong
t hose individual rate classes.

At this tine | would like to turn it
over to Peggy Howe with Bl ack & Veatch.

M5. HOWE: Thank you. Thank you,
Lori .

Bl ack & Veatch was retained by BPU to
provi de an i ndependent third-party opinion
needed for the rate study and the cost of
service analysis. And before | get into the
specific services we provide, | would like to
talk alittle bit about ny firm

We are a global firmthat provides
engi neering consul ting services worldw de. As
i ndi cated up here, we have over 9,000 enpl oyees
wor | dwi de and over 100 offices. W have been in
business for close to 100 years now. And one of
the things that | would really like to highlight
is the fact that we have built our reputation on
integrity and conpetence. And we are very proud
of that and stand behind that as we perform
services to the folks that retain us. W are an
enpl oyee-owned corporation. That is on a gl obal
basi s.

On a local basis or a regional basis,
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we have over 40 offices in the United States, so
we truly understand what is happening in the
industries here that we serve. W serve water
wast ewat er, gas, electric, telecomunications.
We focus on utilities and we know the business
i nside and out, you might say. W also are
very, very local to BPUwth offices -- a couple
of offices here in the Kansas City area.

Wthin Black & Veatch is a sub group or
a division that focuses specifically on
managenent consul ting i ssues. These are the
I ssues associated with finances, associated with
capital financing. Not so nuch the hard design
services but the services that support being
able to operate and run the utility.

W do the entire what we call value
chain. W help utilities with strategies. W
help themfigure out howto pay for itens. W
help themw th the business processes to inprove
their operations, and we al so have a group that
hel ps themwi th their technology. And these
fol ks just focus strictly on what we call
managenent consulting. The folks that are going
to be talking with you today and tonorrow are
part of that group.
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Specific experience in the water and
energy business, I'Il talk alittle bit about
that. There are about 50 major metropolitan
areas in the U S as far as water. W have
served over 28 of those 50 areas with all types
of management consulting services. Just a few
of themwould be -- in the region here woul d be
St. Louis, Wchita, Gncinnati. And then we
threw M am - Dade in because that's a new one for
us. But, again, | want to point out they are
| arge netropolitan areas, they all face simlar
chal l enges that your utility is facing. W can
bring the know edge fromthose communities to
hel p you performbetter and operate better.

On the electric side, out of the
hundred | argest public utilities we provide
service to 37 of them Again, we can take that
know edge and that understanding and bring them
t hose best practices to help BPU make the right
deci sions better and in the best interest of
their customers.

Specifically, the services we provided
we helped with the cost of service and rate
design. And just to walk you through this, you
start at the bottomof this chart down here.
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And just as you do on a personal |evel, you have
got to know how nuch does it cost to operate,
and where the revenue is comng fromto get
that. And | always conpare it to, you know,
your personal checkbook. Money cones in, noney
goes out. You have got to have a good
under st andi ng of what the costs are on a regul ar
basis and how you are going to fund them That
I's what we call revenue requirenments. And when
the noney conming in is not enough to cover the
costs going out, sonething needs to be done.

And we are at that point now

After that we then look at all the
different custoners that you have and we say,
all right, who is causing these costs to be
incurred and let's equitably distribute the
costs to those custoners and recover the revenue
fromthose custoners. And that is the purpose
behi nd doing a rate study and a cost of service
anal ysi s.

So, in summary -- in sunmary, find out
how much noney you need, find out who i s causing
the cost to happen, and design rates that wll
equi tably recover those costs fromthe specific
cust oners.
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Qur project approach parallels that.

We start off with financial planning, go to the
cost of service analysis, and finish up with the
rate design. W use proven approaches that are
supported by the industry. They're consistent
wth AWM, Anerican Water Wrks Association, and
WEF, Water Environment Federation. They have
gui del ines out there on howto do this and how
to equitably recover those costs so that it is
done consistently across the industry. W also
| ook at having specific issues for your
community and nmake sure that the results are in
tune with the industry but not so inflexible
that they can't neet your specific needs.

So what were the goals of our study for
BPU? Well, as nentioned earlier by M. Gay,
your operating reserves are getting very close
to a concerned position. So the first thing we
did was we came in and we | ooked at your
financial targets for 2014.

Now when you go -- when you need to
build major capital, you go to the bond narket.
What does the bond market ook at? Well, think
about it again on a personal level. |f you want
to buy a house, what does a bank | ook at when
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they ook at you? Well, this is on a much
| arger and a conmercial |evel but the same thing
happens. There are certain things that the
market is |ooking for to understand and
interpret you as a sound financial risk. And
one of those things is your reserves. And
they' re | ooking for about 60 days m nimm And
right now you're sitting at 32 days of reserves.
So, if you needed to go to the market to borrow
money to build capital, you woul d not be | ooked
at favorably with those types of capital
reserves

The second thing we | ooked at was
i mproved cash flow and debt service coverage.
Agai n, debt service coverage is one of those
things that the market |ooks at to find out how
good a risk you are for lending noney. And,
quite honest, in the past 18 nonths, since
August of 2008, things have changed considerably
in the bond narket. Right now you are sitting
at a debt service coverage of 1.13. R ght now
1.50 is about the | owest nost investors want to
see. So, again, you need to do sonmething if you
want to go to the bond narket to get capital
money to build your capital projects.
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Finally, after we help -- and those
first two items are what was part of the revenue
requirenents. |s we hel ped you position your
utility for those two itens to be met. After
that we came in and we wanted to adjust rates
equitably. And this gets into the cost of
service where you allocate the costs
appropriately to who's causing the costs.

And then we al so | ook at some
innovative rate options. So that if there were
i ssues, we could be flexible enough to neet your
specific needs.

And those are the services that Black &
Veat ch provi ded.

And with this, Lori will -- Lori Austin
wi |l come back up and continue.

M5. AUSTIN.  Thank you, Peggy.

Just to talk alittle bit further about
why this is necessary. Peggy talked -- touched
alittle bit onit. Over the last several years
we have had 20 to 45 days of cash on hand. The
recormended | evel is 60 days of cash. At
year-end 2009 we do have -- we did have 32 days
of cash on hand.

Wth the | ack of cash, that doesn't

Metropolitan Court Reporters, Inc. 913-317-8800





©O© 0 NOoO OB Wb K-

NNMNNONNMNNMNNRPRRRRRRRR R
GO WNREPOOOMNOOU M WRNEREO

allows us to finance the capital projects or
meet our reserve and our debt service
requirements.

W al so need to maintain our strong
credit ratings so that when we go to the bond
mar ket that we can receive favorabl e interest
rates and purchase those bonds for |ess
expensi ve costs.

Post poni ng the capital inprovenents
will ultinmately cause our service disruptions
and our increased costs even nore.

We al so have inflationary pressures
that many of the other industries are
experiencing where our service naterials and
| aborers have increased.

And as Don noted earlier, our rates
have been constant since 2007. W had a smal
increase in 2007 and we are bel ow the nati onal
average and al so | ower than nost surrounding
utilities.

So what is being proposed? To neet the
requi rements, the study recomrends revenues from
the electric base rates of a series of four
i ncreases each year of 7 percent for 2010, 2011
2012 and 13. And water base rates 8 percent in
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2010 and 2011. And 7 1/2 percent in 2012 and

2013. Now, that is a total base rate increase
of 7.2 percent in 2010 and '11 and 7.1 percent
in 2012 and 13.

We are al so proposing an environment al
surcharge, and that environnental surcharge is a
rider that will allow us to capture costs of
envi ronnental nmandates that are required of us
of capital projects for our generation.

The additional nodification would be to
our energy rate conponent. W are |looking to
change that fromthe current process of six
mont hs winter and six nonths sunmer to a
quarterly adjustment, and it would be on an --
t hrough a cal endar year basis.

And then -- and then also we are
| ooking to redefine our summer and w nter
periods. Qur current summer period is from My
t hrough Cctober, and then our winter period is
Novenmber through April. We're |looking to
redefine that to four nonths sumrer and eight
months winter. So our summer will be My
t hrough August and w nter period would be
Sept ember through April

This is a | ook at our operating cash
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fl ow under the proposed electric rates. The
solid lineis if we did nothing. As you can
tell as we get out to 2011, we are definitely
bel ow our ability to fund our capital needs.
The dotted line represents with the proposed
rates. And with the proposed rates that wll
meet our annual revenue requirenments and reach
our debt service, the projected 1.6 tines
coverage, and also neet our 60-day operating
reserve by 2013. Now that is building our cash
reserve up to the 60 days by 2013. It is not
all in one year.

Under water rates, solid line
represents is if we did nothing, and the dotted
line is under the proposed rates.

Now, the water proposed rates will neet
Its annual revenue requirenents and they have
reached their debt coverage of -- 1.4 tines debt
service coverage, and 44 days of operating
reserve by 2013 -- or 2014.

The overall electric rate by classes,
as | stated, the overall percentage is a 7
percent across the four-year period. Wen you
break it down by class and recovering those
costs equitably both residential and the large
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power service are above the overall average
cost. W have put into place that we woul d not
recover nore than 50 percent of the overal
system average in any one class, and that is why
residential and |large power service are a little
bit higher through the study period until 2013.

In the water side, the class is by
year. |It's an overall 8 percent in '10 and ' 11,
and 7 1/2 percent in 2012 and '13. The
residential small and nedi um custoners woul d be
alittle bit higher than system average. And
then the industrial would phase in a little bit
hi gher than average in later years.

So what is being proposed with the
environnental surcharge? This is a surcharge to
of fset the new capital inprovement requirements
resulting fromenvironnental regulations. W
currently have one project that's slated for an
environnental project. It is the |ow N
burners and overfire air. Darrell Dorsey wll
be tal king about that a little bit. It is a $40
mllion project.

So, with that, the environnental
surcharge is proposed to be at 1 percent in
2010, and then an additional 1.6 percent in
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2011. This anpunts to an average increase for a
residential customer of approxinmately 40 cents
per month in 2010 and $1.04 per nmonth in 2011,

For a typical residential electric
bill, this is breaking it out by our sunmer and
winter period. This is based on 1,150 kil owatt
hours in the sunmer nmonths and 625 kil owatt
hours in the winter nonths. This does not
include PILOT or taxes. You can see the range
fromthe summrer period 2009 to summer period
2010 we're just comng into. It's alittle bit
of an increase from'09. And then fromthe
sumer period 2011 is approximately 12 to 13
dol l ars overall

Fromthe winter period, as you can see
from'09 to the winter period, there is an
actual decrease. And then it's about a $7
increase in the winter period in 2011.

On the water side |looking at 5 Ccf, 7
Ccf and 10 Ccf, the overall increase for 5 Ccf
woul d be about $2.72 for the first year, 2.95
for the second year, 2.75 for the third, and
$2.90 for the fourth year.

Wth that, | will turnit over to
Bl ake. Blake Elliott, director of plant.
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MR ELLIOTT: As Lori said, ny
name is Blake Elliott, the director of electric
supply planning. | can't claimall the
pl anni ng.

The energy rate conponent is the
portion of your bill that is broken out
separately that recovers the costs of fuel and
purchase power that the utility has to buy. And
we -- that was initially put into service back
in 2002 which was our |ast formal cost of
service study.

W have done the calculation 18 times.
One of those tinmes was the md-period
adj ust nent ..

And what we have seen is a | ot of
volatility in the ERCC A lot of volatility
comes fromthe volatility in the gas market.

The gas market, we have seen gas prices at $14
per MMBTU, and we have seen gas prices at $4 for
MVBTU. So as that gas price swi ngs, we see a
lot of volatility in that pricing and it causes
our ERCto nove quite a bit. So we would |ike
to reduce that volatility. W have seen a range
in ERC from1.25 through 4.25 cents per kil owatt
hour on a -- for the every kilowatt hour that
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you use on your bill.

And then some of that additional
volatility is fromthe reconciliation adjustnent
or the true-up that is done at the end of the
period. W make forecasts and do the
calculation on that, but then the follow ng year
when we know what the final costs were for that
previous period we true those costs up and we
roll that into the calculation also.

This is the graphical representation of
exactly what has happened in each sunmmer and
wi nter period. This is that md-period
adj ustnent, the $4 -- or $4.25 per kil owatt
hour. And that was just for two nonths, the
mont hs of Septenber and Cctober in 2008.

The proposed changes, again, Lori
mentioned this, we want to reduce the period
fromsix nonths to three nonths. And we want to
performthat reconciliation adjustnent nore
quickly. Right now there's a year to year so
that summer is reconciled with sunmer. W hold
on to that for quite a bit of time. W think we
can reduce volatility by shortening that period
and doing the reconciliation nmore quickly.

We woul d like to broaden the definition
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of the power supply costs. W want to capture
all of our power supply costs in the ERC and
that's sone new ones that may be com ng up we'll
tal k about.

Al'so, there is a voltage adj ustnment
that's done in the ERC and we're proposing to
move that out of ERC and nove it over actually
into the individual custoner class bil
dependi ng upon that customer and what voltage
they take -- their meter is |ocated at.

These are the changes in the power
supply costs. W want to include all of the
demand charges for purchase power and
transmssion. In there right now sone of the
demand charges are excluded fromgoing into ERC
We would like to get themall in there. Because
the demand charges truly are you don't have
demand unl ess you need energy. This truly is an
energy cost to us.

The SPP, which is the Southwestern
Power Pool is the regional transm ssion
organi zation we belong to. There's a |ot of
devel opnent in the SPP about future market
things that we'll have to operate in to stay
connected to the grid. There will be sone new
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mar ket requirenents, consolidated bal anci ng
authority. There is sone new transm ssion costs
to get extra high voltage transm ssion
available, to get wind energy out of the

M dwest. You may have heard sone of that in the
paper. That is a very big discussion point.

And then ancillary services which is some pretty
specific generation-type definitions.

We would like to recover costs
associ ated with demand response prograns that
woul d give the utility actual control over
customer load. |If we see the load is going to
go up so high on a day and we can do sonething
to control that load, that is -- and bring it
down, then we don't have to go out and buy
addi tional generation for that time period. So
we woul d Iike to recover some of those costs for
that type of equi pment and char ges.

Al'so, sone -- the renewabl e energy
credits that cone with our alternative energy,
our renewabl e energy, when those are sold back
to the marketpl ace we want to give a portion of
t hat back to our customers in the formof a
credit. In the reconciliation adjustment.

| think that is the end of mne and |'m
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going to ask Darrel Dorsey, next presenter.
MR DORSEY: (Good evening.

I will start off with alittle
background on the electric production and supply
division for those of you that may not be
famliar with our organization. W have got
about 211 enployees in this division, the bulk
of which are at the power generating stations.

The Nearnman plant is the youngest
plant. It is not really new anynmore. It is 29
years old, but it is a single coal-fired unit,
235 megawatts. W al so have one combustion
turbine. Qur newest conbustion turbine, CT4, is
at that site as well.

Qui ndaro power station has two
coal -fired units. It also has three conbustion
t ur bi nes.

The ol d Kaw power station had three
coal -fired units that also fired natural gas.
The Kaw power station has been in long-termcold
storage since about 2004. It's not operating at
this time and there's nothing within this plan
to operate that station

There is a nunber of other departnents
within the division. Environnental services
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provides nmonitoring and reporting for all of our
regul atory requirenents. They also provide the

same services to the rest of the utility in sone
ot her areas.

Fuel s, we have a lot of activity in the
fuel procurenent for both coal, natural gas, and
oil. Al fuels we're using at the plants for
the main units.

Pl anni ng, which is Bl ake's departnent.

Energy control center, which is the
di spatching of the energy fromthe power plants,
but they also handl e the shorter term whol esal e
power market, both selling power on the market
and buyi ng power fromthe nmarket.

Then key accounts, which is a set-up to
address the unique concerns of our top 50 key
account customers.

First of all, in 2010, we have made a
| ost of cuts to stay within the revenue that we
have right now. Just in 2010 we made fromthe
operational maintenance budget al one about $4
mllion worth of cuts in deferrals, work that
we' re pushing out to future years.

One big exanple is our Conbustion
Turbine #1 and 3 overhauls. These are the three
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conmbustion turbines that | nentioned were at the
Qui ndaro power station. Unit 1 is the ol dest.
Unit 3 and 1 are both due for overhauls, where
we basically open the nachine, inspect and nake
repairs as necessary and reassenble it. It's
the kind of the equipnent we don't know what we
have wong until we open it and inspect it.
I[t's a big job. | mean, we will spend over a
mllion dollars on each one of those just on the
i nspection, the open and close and inspect. And
then the necessary repairs are determned as we
go.

We made a lot of other cuts as well.
We deferred some boiler feed punp overhaul s,
structural repairs. W made unilateral cuts
across a |lot of naintenance accounts. | mean,
most of the maintenance accounts, quite frankly.

Again, we deferred sone of the denmand
si de managenment programs that we'd been | ooking
into that Bl ake mentioned. Environmental data
acquisition systems. W built in some
additional attrition on our labor. As Don
mentioned, we're holding off on filling
positions to save some cash. Delayed vehicle
procurenents. And that is just a sanpling of
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some of the budget cuts that we've nade not only
at the power stations but to nmeet the O & M
budget .

Capital cuts in our capital dollars, we
cut a good $9 million. About $3 nmillion worth
of work that we would do at Nearman right now if
we had the funding, and about 6 mllion at
Qui ndaro.

Again, just some exanples. Conmbustion
Turbine #5 wi Il be the next combustion turbine
addition. You nay recall at one tinme we were
going to add another coal-fired plant. W
haven't done so. W don't believe we can do so
in the near-termfuture, so our next planis to
install another conbustion turbine.

Now, this is actually the Conbustion
Turbine 4 that went into service in 2006.
Combustion Turbine 5 in this plan is planned to
be the same, basically a mrror inage, a
duplicate of Combustion Turbine 4, would sit
right next to it out at the Nearman power plant.
That is in this five-year capital plan.

Some ot her projects that were pushed
out, mercury nonitoring equi pmrent, |ightning
protection systems, roofing replacenments. W
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have roofs that we're just repairing until we
can take care of a larger replacement project.

Levee inprovenents, both Nearnman and
Qui ndaro have | evees to protect themfrom
flooding. |If you recall the last big flood,
Near man, for exanple, was totally surrounded.
100 percent surrounded by flood water. |t needs
a lot of levee inprovements to maintainits
certification and that |evel of protection.

The Quindaro flood wall needs somne
work. We pushed both of those out to 2011 as
well. We're confortable in doing so at this
time predom nantly because the Quindaro project,
the Corps of Engineers has just recently done
some nore detailed analysis of the flood wall.
There is a possibility they will be reducing the
scope and stretching out the work. So we were
quite confortable with pushing that one out.

The Nearnman project, we felt we had
time. It's mainly a lot of rock riff raff that
has to be repaired and replaced, but the work
wi Il have to be done.

Conbustion Turbine #3 air duct. These
conbustion turbines have a lot of steel liners
inside the air ducts. W' re having probl ens
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withit. Needs to be replaced.

MIIl gears and liners, traveling
screens for the intakes. Again, these are --
this is just a sanpling of some of the projects
we cut and deferred and work that we pushed out.
We probably had at |east 24 projects of this
nature that were deferred to later years.

As far as our future needs, we wl|
need to conplete a ot of this deferred work.
[t's not |ike we can keep pushing it out
forever. You know, where we've pushed work out
we were confortable with for the time being but
we know we've got to do it starting in 2011 and
12 to get caught up.

Also in the five-year capital plan
t hough, are the overhauls for all three of the
coal -fired units. Just as | mentioned with
conmbustion turbines, we have to periodically
completely tear them down, inspect them and make
repairs as necessary. Al three coal-fired
units will experience that in this five-year
peri od.

Conbustion Turbines #2 and 4 will also
undergo overhauls. Lori nentioned the | ow NOx
burner work, that will be installed by 2012 at
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the two plants. W have to replace Nearnman air
heat er baskets and install the new conbustion
turbine. And, again, that is just a sanpling of
some of the major work that is in the five-year
pl an.

What it equates to is the Nearman
projects over the next five years require about
$20 million. The Quindaro projects about $35
mllion. The new CT 5 is currently running an
estimte of about $74.5 million. And as Lori
mentioned earlier, the | ow NOx burner project is
about 40 mllion. W actually have engineers
wor ki ng right now on an update for that cost but
we feel it's going to be pretty close.

The bulk of this will be funded through
bond funding to get these capital needs. So it
Is not a mtter of we have to raise this nmuch
money in five years. W only have to raise the
debt service requirenent for those bonds for
that tine period.

Ch, we nentioned the environmental
surcharge rider. The first project is related
to the Kansas City ozone. You have probably
seen the ozone alerts on the news on TV and on
some of the buses going around downtown. They
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finally have come out with the nandates that
require us to install the [ ow NOx burners and
overfire air systems to help bring down the
ozone in the Kansas City area. Now, that's
about a $40 million project. That is what this
initial environmental surcharge will recapture
iI's the bond debt service to retire the bonds for
that environmental project.

But there is a wide range of additional
envi ronnental concerns that we know are on the
horizon. They haven't come to fruition yet. W
can't say exactly when they will but we know
they're going to be costly.

Regi onal haze is |ike how well you can
see fromone nmountain range to the other. You
know, a hundred years ago, it was crystal clear
today it's a little hazy. They want to clear
that up. |If regional haze kicks in for Nearnan
and we are hoping it won't do so for another
five years, but we estinated about $169 nillion
just to do scrubbers for that power station. So
there is potentially some |large dollars invol ved
in those projects.

Hazardous air pollutants. Mercury.
They did have a nercury rule out. It was
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rescinded. W knowit's going to come back out
again. W may have to install sone mercury
control s.

Particulate matter. The National
Ambient Air Quality Standard revisions, just
pointing out, those are kind of a baseline that
kind of sets the standard fromwhich all these
prograns evolve. And they continue to evolve
and tighten up on the anbient air quality
standards. These programs will cone to
fruition. There's been a |ot of talk about
carbon lately. | don't know where it is going
to go. W just know that when it gets here it's
going to be expensive. So there is a lot of
future concerns where this environnental
surcharge can cone into play as well to retire,
again, the capital funds necessary to do these
maj or environnmental projects.

One of the things that frequently gets
asked is what are we doing to mtigate sone of
t hose environmental costs, you know, because we
have these coal -fired units and gas units. W
have em ssions. W already have quite a bit of
alternative energy in our system G een power
as people like to call it. W have 38 negawatts
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comng in fromthe Southwest Power

Adm ni stration, 5 negawatts fromthe Western
Area Power Administration. W have a 25
megawatt take on the Smoky Hills Wnd Farm
which is the one off of I-70 as you go out west
of Salina. And we just recently started pulling
in 1.6 negawatts off of a new landfill gas
project. So we are in a pretty good position

ri ght now.

Now, | shoul d nention the state of
Kansas does not -- nor the federal governnent
requires us to have a mandatory renewabl e energy
portfolio, but this is what we have on, | guess
you woul d say, a voluntary basis. So that does
help us mtigate sone of our em ssions costs to
a degree.

Future energy supplies, we do continue
to work on future renewabl es. That's sonething
t hat planning, Bl ake, works on quite extensively
| ooki ng at when the next opportunity is for
additional landfill gas, w nd energy, hydro.

You know, whatever we can find we are willing to
take a | ook at.

Conventional purchase power agreenents
where we sign up with another utility to buy

Metropolitan Court Reporters, Inc. 913-317-8800

Page 52





©O© 0 NOoO OB Wb K-

NNMNNONNMNNMNNRPRRRRRRRR R
GO WNREPOOOMNOOU M WRNEREO

their power for a period of time. |If the right
offer is made and it's cheaper than what we can
do it ourselves, we wll buy the power fromthe
other utility.

The Sout hwest Power Pool energy
markets. As Bl ake nentioned, those are evolving
markets. W are market participants. R ght now
it's just areal-tine -- right nowthey -- you
know, today's a power-type market, but they are
evol ving day-ahead narkets, ancillary service
markets. | don't know if they will manage to
pul | together any capacity markets, but we will
continue to participate in those as well to
provi de your enerqgy.

O course, denmand side managenent as
Bl ake nentioned is a great endeavor. It has got
a lot of potential for us to have control of
energy in the conmunity to help out this overal
situation. It has got some real val ue.

But in the short term our next
addition is, as | nentioned earlier, natural gas
generation by adding a conbustion turbine at the
Near man power stati on.

So that is kind of an overview of what
isin the five-year capital plan and the cost of
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service for the electric production and supply
di vi si on.

Wth that, | will turnit over to Bill
Johnson.

MR JOHNSON: Thank you, Darrell.

Again, ny name is Bill Johnson. [|'m
manager of electric operations and technol ogy.

And just like Darrell, we have got a
si zabl e workforce. W' ve got about 199
enpl oyees within that division. Wat the
divisionis primarily responsible for is taking
the energy generated at our power plants and
transporting and delivering that energy to each
and every business and home in the Kansas City
comuni ty.

W have got -- sone of the departnents
that make up el ectric operations and technol ogy
is our T & D section, we've got our metering
section. Information technology. W have got
our fleet or our transportation. W provide a
| ot of transportation support for the entire
organi zati on.

What we have in our five-year forecast,
which is part of this cost of service, are
capital projects to go in and rebuild a |ot of
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over and underground distribution, and al so do
some upgrades on sone of our transm ssion
circuits. GCot about $56 nmillion for
distribution work alone, and I will get nore --
and give you nore specific information about
this.

Transm ssi on upgrades are about 33
mllion. Substation inprovements and new
addi tions were about $42 nillion. And the
AM / AMR proj ect which is advanced metering, or
automated meter reading system is about $13
mllion. And a $16 mllion investnent in our
exi sting radio system two-way radio system
which is a systemthat all of our field crews
use. FElectric, water, customer service field
crews. But alsoit's kind of a joint use radio
system where we al so share that radio system
with the Unified Governnent. Police, fire,
emer gency managenent al so rides on that sane
system

The systemis at a point where it is
starting to run out of warranty, where it is
starting to lose a lot of manufacturing and
support on that system And we are |ooking at a
nunmber of avenues trying to create -- get sone
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additional financing, but it's sinply past the
poi nt where we need to start |ooking at
replacing it.

This is a construction overview of what
we are proposing to do with our T & D
construction plant. W want to build new 161
substations and do sone upgrades to our 15 kV
di stribution network. The reason for that is
there is an increase for energy that is
continuing to go up.

And, al so, we have got a service
territory that is still expanding. A lot of the
devel opnent that you see out west, a |lot of that
devel opnent is going into places where we really
don't have adequate distribution circuits. So
we're having to extend our distribution network
further and further out to neet that new grow h.

And, also, hones are -- even though
they are nore energy efficient, hones are
becom ng nore and nore bigger. Appliances are
using nore energy. Wile some of themare using
| ess, you know, the flat screen TVs and sone of
the other things you're seeing are driving up
t hat demand for new energy.

The other thing we are wanting to do at
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our substation, and this is a plan that we have
started some tinme ago, is to continue converting
a lot of our 69 line kV substations to 161.

What | mean by that, if you took a | ook at our
service territory, about -- we've got 29 major
substations and about half of those substations
are 161 kV or 161,000 volt substations. The
other half are 69,000 substations.

We started converting those substations
over to 161 to increase reliability for all of
our customers and also to nove our transm Ssion
network to one voltage. So in the long run that
will reduce cost and also elimnate some of the
problens we're having with some of the aging
infrastructure. Qur 69 kV systemis our only
system As it stands now, the utility spends
more dollars than we woul d i ke because we are
having to maintain both systens at the sane
tine. So we are trying to mtigate some of that
by moving it to one standardized or one voltage.

Same thing with our 15 kV distribution
system W have got two distribution voltages
in KCK.  As we build new substations and convert
those 69 kV stations to 161, that also gives us
an opportunity to get our distribution network
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to one voltage, too, so we're not having to
support two. And then the other part of the
project is just to do sone upgrade to our
southern 161 | oop that will add sone capacity.

Alittle bit deeper detail on the
substation transm ssion projects that are
actually in the budget is our Wl cott substation
is the first one |l will talk about. It is a new
substation that is being built out in the
Wl cott community. The purpose for this is to
create a newintertie with Kansas Gty Power &
Light. Qur intertie right nowis at Maywood
substation at 94th and Parallel. This one was
set further north and it will create a new
intertie.

I't will also provide redundant service
to a substation that was -- that is already in
the Piper community. [If you go out 123rd
Street, there is a substation that we energi zed
about five years ago called Piper West.

W need to build a new Wl cott inner
sub -- and a transm ssion project to provide a
secondary feed to that substation so that we
wi || have a back-up feed in case we need -- we
| ose the one transmssion line that's feed it,
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we will have a secondary line that's already
there. O we can take it out for maintenance.
We will also have that secondary line there.

We are al so proposing an east Fairfax
substation. This project is -- goes along with
what | said earlier with converting the 69 kV
substations to 161. Wat we are proposing to do
with Fairfax is to elimnate three existing 69
kV substations and build one new one to replace
it. It will also give us the ability to tackle
some of this aging infrastructure that's down
there. And | will get alittle bit deeper into
that in some slides that's comng up. But it
wi Il also give us a chance to expand and
increase our distribution reliability down there
and make Fairfax a place that we can market
better in the future but also provide and
support new growth to the existing custoners
that are down there. The custoners want to
expand so we have to have distribution capacity
within our systemto be able to support that.

The ot her main substation project is
Minci e substation. Again, it is an existing
substation. It's a 69 kV substation that we
woul d |ike to convert over to a 161. It is one
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of our ol dest substations on the system In
fact, the two ol dest substations is -- one is at
Fairfax and this is the other one.

I will talk about some of the age and
infrastructure down here later on and show you
why this -- converting this substation is past
the critical state is something that is in our
pl an and why we need to replace that. The main
thing that goes into that decision is that's one
of the substations that provide service to the
downtown comunity. So that is what makes it
critical. And like | said earlier, it's also
one of our ol der substations.

Here is a map of some of the projects
that | just tal ked about. Wat | would like to
do is draw your attention to this line here
(indicating). This is a transmssion |line out
west. This is the 435 interchange. This line
Is owned by Kansas Gty Power & Light.

What is interesting about it is hereis
our Maywood substation (indicating), here is the
Pi per substation (indicating) | talked about
earlier. Thereis -- this transmssion lineis
primarily responsible for feeding and providing
service to this entire area here (indicating).
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And the interesting thing is we are
providing service off a line that BPU don't even
own. We tapped into that line here to feed
Pi per here, so Piper and Maywood is al ready
providing distribution service. Thisis a
transm ssion line project that is already on the
way and we hope to conplete it by the end of
this year.

The substation will probably be
energi zed next year and our plans follow ng that
Is to construct the new 161 |ine from Wl cott
back down to our Nearman power plant that
Darrell talked about earlier. The reason for
that is BPU needs to have sone ownership in --
of transm ssions that feeds its comunity. And
we just take it away fromrelying on another
utility to provide that type of service to
Kansas City.

W tal ked about Fairfax. A lot of our
budget is going to be spent in this area just
bui I ding a new substation and replacing three.
And this is Mincie here.

Some of the transm ssion work | tal ked
about earlier is this other loop. It's a
transmssion line that is already there. Qur

Metropolitan Court Reporters, Inc. 913-317-8800





©O© 0 NOoO OB Wb K-

NNMNNONNMNNMNNRPRRRRRRRR R
GO WNREPOOOMNOOU M WRNEREO

plans are -- is to leave that -- the poles
there. Leave everything else there, just
reconduct, put up a little bit bigger wire so we
can have a little bit nore capacity built within
that circuit.

|"ve tal ked about transm ssion
projects, now!| would like to shift to
distribution. Part of our strategy for wanting
to upgrade some of our distributionis to mainly
focus on some of these 60 to 80-year-old
underground and overhead infrastructure that's
nore in our central core for the downtown area,
in Fairfax, and in the Arnourdale area nore
specifically.

But years ago the design was to put in
a lot of |ead and paper cable. That requires
speci al i zed-type work. It's the whole
infrastructure. Mst engineering standards have
moved away fromthat type of construction, and
we've already started replacing a lot of it.
Qur plan is to continue replacing that. It wll
provide a lot nore efficiency, reliability to
our system \Wile we are going through it, we
will have the ability to also take a | ook at a
| ot of duct bank manhol es that are that age,
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too. A lot of themare starting to deteriorate.

We' Il al so be doing sone overhead
distribution upgrades in that area, too. The
primary reason is to again mtigate sone of the
aging infrastructures and al so i ncrease sonme of
our load capacity. A lot of the existing wire
that is there nowis really undersized based on
what our today's standards are. So going in and
replacing some poles and putting up a little bit
larger wire will certainly help. Not only
provide greater reliability but also add nore
capacity. And while we are in there, it would
be a good opportunity to take advantage of a | ot
of vegetation managenent, trinmmng trees, and
doi ng sone of the necessary work that woul d
elimnate sone of the outages down the road.

The other thing | talk about with
Muncie is also, you know, picking up ny focus on
how do we inprove service to the downtown
comunity. Mincie is one of two substations
that feed power to downtown. There is some
dedi cated feeders, neaning that there are
feeders that come downtown that really don't
have any or hardly -- or very few residential
customers attached to them Those are some of
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the things that we are taking a look at first.

What | want to pointed out on this map
I's where sone of the distribution dollars are
going to be spent. Kind of got a col or-coded
chart here from 2010 to 2014 that just shows
here is where we are spending dollars on the
Fairfax project and some of the additional
dollars that we are asking for under this rate
increase will be spent in this area in 2010. A
lot of this work out here is being done by a
previous bond request that we got |ast year.

But there is not enough dollars to really

compl ete sone of the things that we are wanting
to do out there as well as down here, so that is
where the new dollars will cone in to have a

bi gger inpact in these areas.

And then what we're doing is just kind
of follow this color code down and, you know, do
some rebuilding in this section in 2011, 2012,
and then work our way south. Wth all this that
we have got in here, it's -- we'll make some
significant upgrades to some key areas but
certainly wouldn't be |ooking at rebuilding this
whol e area here, just addressing sone of the
more pressing needs.
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Some of the spending by area. | Kkind
of split the -- our service territory along 635
east and west and along I-70 north and south.
And use it follow ng that same -- that sane
quadrant. The northeast is going to receive
about $40 mllion worth of -- or that spending.
Most of it would be in the Fairfax and the
downtown area. W will have sone dollars in the
residential area, nostly some of the overhead
rebuild. This would be a |ot of underground
that's downtown and some overhead in Fairfax.

The northwest, like | said earlier,
there is some financing already in place to take
care of some of those projects, but there's
going to be new service comng out of the
Wl cott substation. W are already running new
feeders out of the Piper substation now. And
what nekes that -- what makes that inportant to
us is that this station that | tal ked about
earlier that is at 94th and Parallel, our plan
Is to start shifting the residential custoners
more and nore away fromthat so -- so that that
substation can be better suited for a lot of the
entertainment and retail that is starting to
appear around the Village West area. It wll be
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more and nore a dedicated substation for growh
in that area.

The southeast is a lot of the
transm ssion |ine upgrades and as well as the
southwest. It would just be reconducting sone
of those transmission lines that are already
t here.

Wth this slide what | want to talk
about is just some of the age of some of the
distribution here. Wy upgrading some of this
distribution is so inportant. This section
here, which is east of 635, which I have al ready
tal ked about, it also has a lot of the |ead and
paper cable and even some of the old overhead is
something that we want to upgrade. Miinly
because a lot of this stuff is between 60 and 80
years old. And if you get down into parts of
Fairfax and parts of Arnourdale there may be
smal | sections that nmay even extend beyond that.

What we have done over the |ast 10
years is to goin with smaller projects and just
kind of make some upgrades, sonme -- you know,
smal | er sections that we have rebuilt. Like
said earlier, we are not going to be able to
rebuild all of this but we can certainly go in
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and continue to focus on sone of the nore
critical areas. Sone of the areas where we have
some of the oldest infrastructures still there
and continue to make upgrades until we can start
maki ng this area, you know, nore reliable and
provide the type of quality service that we
woul d all want to continue to provide.

Here is a map that just kind of shows
how we got to where we are at. Prior to 1964,
BPU served this section right here that is in
the yellow (indicating). Throughout --

t hr oughout the years we have continued to buy
more and nore service territory fromKansas City
Power & Light.

In 1968, we acquired this service
territory in blue (indicating). And then in
"71, we expanded out here (indicating). '72, we
purchased all of this (indicating). '74, we
purchased this section (indicating). And then,
finally, in '82 we cane out in this section
(indicating).

Now what we have done is as we bought
more service territory, we went in and upgraded
some of the transmssion -- the old transm ssion
service there. W did go in and put in some new
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substations. W didn't really do a | ot of
distribution upgrades. W kind of left a |lot of
those circuits that we bought fromKansas Gty
Power & Light in place. But what it has done to
us over the years, and because we haven't had
the budget to conpletely do some of the things
that we have tried to do in the past, you can
see where our 69 substations began to age nore
and nore.

Minci e substation, | tal ked about
earlier, is right here (indicating). The
substation and the transforner that's there is
about 60 years old. A new transforner has a
normal |ife expectancy of about 30 years. So
this kind of shows you where we're at with the
age of these units. 74 percent of our
transforners are past 30 years old. That is why
it's critical that BPU does not continue to push
this infrastructure further and further out into
the future because we're going to get to the
poi nt where we can't support it.

This is another shot of all of our
transforners, all of our substation
transforners. Wen you mx in the 161
transforners in our substations, these are our
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newer units. You can still see sonewhere in the
50 to 60 percent range. You know, we still have
a lot of transformers that are past 30 years
ol d.

In our conversion of 69 to 161
conversion, a plan that we started is -- was
creating this down here and is -- and we are
removing this older section up here and this is
what we are planning to do with this cost of
service study in our five-year forecast. To do
that it is going to cost, you know, noney. You
know, just like everything else prices of
material, the prices of professional services
have gone up.

Don tal ked about some of the wire
transforners earlier in his introduction. The
transforners that we're using is pretty standard
in the new substations that we are buil di ng now.
In 2005, that transforner was about $638, 000.

In all of our substations, designs can put two
transforners in there so we have switching
capabilities within a substation. W'Ill need to
take one transforner out for service and we've
got the other one there that's sized properly so
it can carry the load -- the majority of the
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| oad of the substation.

Since 2005, this transformer has gone
from $638,000 to about 1.4 to 1.5 nmillion
dollars. So, you know, as we go through and
bui | d new substations those projects are
becom ng nore and nore expensive to build. So
the distribution transforners, these are
transforners that you see on the poles. These
are transfornmers you see right outside of a
busi ness. The | ower vol tage transformers.

There is 2007 prices -- price increases
since 2007 and these are transformers that we
commonly use every year for new construction
stormrestoration. W go through probably 250
or so distribution transforners a year

But the price increases range from
about 45 percent up to well over a hundred
percent in this short span, which is shorter
than what | tal ked about up here. So this kind
of shows where the price of nmaterials are going
up.

Here is just a few nore pieces of
comonly used stock itens. Woden poles, 35 and
45 foot poles that will increase 35 and 80
percent. Wre for dis -- for, you know, the
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rebuil ding of the distribution circuits that |
tal ked about overhead. Underground wire you are
| ooking at 200, 300, 363 percent price
I ncreases. So these are serious increases in
price that just gives you an idea of we need to
finance these projects and these projects are
becom ng nore and nore expensive when we do
bui | d budgets to hel p support them

Darrel|l tal ked about earlier some of
the cuts that the production side has made, and,
you know, Don tal ked about sone of the cuts
earlier, too, that the entire utility has made.
Just a snapshot of some of the things we have
done is reduce staffing. W have certainly
del ayed and deferred a | ot of inprovements over
the years that, you know, has been needed. W
have pushed out a |l ot of upgrades in our
tel ecommuni cations, a lot of our IT systens. W
made -- we nade sone investnents in sone areas
but sone areas we really haven't touched in a
while and there are some things that we still
need to do there.

Vehi cl es and work equi pnent. W
purchase all the work equi pnent and vehicles for
the utility and naintain them And it has been
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about four years since we have bought any cars
or work equi pnent other than maybe one or two.
So we are starting to fall behind there and we
are starting to see sonme of these units drive up
our maintenance costs higher and higher. And
some of themare either -- even a piece of

equi pment that we have taken out of service so
it is not available when we need it. W are
going to have to address this -- the situation,
especially when we are building sone of these
other projects because these are the tools that
we use to not only maintain but also to build
the new projects that we are proposing.

Tree trimm ng has taken a big hit. The
past budgets, we have had to cut our trimmng
budget by about a fifth. W also were driven by
inert to do a lot of tree trinmmng on our
transm ssion |ines because we really didn't have
t he budget to support that. W just shifted
money fromour distribution work over to our
transm ssion type of work. The last two summers
have been, you know, cooler than normal. We
have had storns that extend into the sunmertine.
So not nmintaining those trees have created a
| ot of outages and our community has suffered
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t hrough repeat outages. W are hoping to build
that back -- that tree trimmng budget back up
and get back on schedul e.

We have got about 34 |ocations which
are substations and other facilities under
el ectric operations. And like Darrell talked
about earlier, we have got roofing and HVAC
systenms, plunbing, things that we continue to
push further and further out because we j ust
didn't have the dollars to hel p support it.

Par ki ng surfaces, our grass cutting.

[t is not just these locations but all of our
power plants, all of our water facilities, that
nunmber goes quite a bit up when you | ook at al
the grass cutting. Even the vacant |ots that
BPU used to have equi pment on them But, you
know, it's a vacant |ot now and we still have to
mai ntain those properties. And a few years ago
because of budget constraints we cut our grass
cutting budget by about 25 percent and we
haven't recovered fromthat yet.

Wi le we were going through some of the
cuts, we have al so nade significant inprovenents
to our system SCADA, which is the supervisory
control system that goes out and | ooks at al
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of our substations, our energy control center,
and can nonitor all of our substations, the
breakers, the transforners and control them W
are starting to put in newer and better controls
to make sure that the systemcontrol is what it
needs to be not only today but into the future.

We are al so doing some najor control
work in our punp stations, too, to go along with
t hat .

We purchased a geographic information
system which is basically a nmapping system We
have taken a | ot of paper maps and put theminto
an asset database, and we are al so extending
that out to our designers. What that means is
we have a lot of -- a lot of our assets are on
desktops now. W are taking old draw ngs out of
file cabinets, putting theminto an electronic
dat abase. They are able to nake better
deci sions, know what is out in the system Wen
we nmake nodifications we can nmake changes to our
mappi ng system and then that information is
useful to feed into our new outage managenent
system That systemwent on line |ast year and
is a mgjor upgrade than what we had in place
bef ore.
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What came with that is a new
interactive voice response system So when you
call into the systemnow there's a little bit
different message. What people don't see behind
the scenes is we've cut our restoration efforts
down significantly because the systemtakes the
calls, routes themto and predicts where problem
areas are and they show up on a map, this being
created here and created within this product.

Al of our dispatchers, our crews, know right
away where our outages are at so we can get our
crews out there a lot quicker. Were, you know,
inthe old days if we had 5,000 people out, then
there was 5,000 individual work tickets created.
And we had to just kind of sit down and group
tickets together and kind of figure out what is
going on. The system does that automatically
for 5,000 outages. For 5,000 custoners out, may
only be 20 outages, 20 problenms that create that
many outages. W can go out now and work 20
probl ens and get people back on

Last nonth we had a storm where we had
about 10, 700 people out and it took us about a
day and a half to go through that restoration
process and get everybody back on. | can't
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remenber any other time where we have nade that
much progress in that short period of tine.

W have got an asset management system
for substation maintenance and punp station
mai nt enance that we are continuing to inprove.
Qur planis toroll this into -- where we're
pushing those work tickets out into the field.
Some of our troubl eshooters already have | aptops
SO we are trying to create conmunications to
push those work orders out and further increase
ef ficiency.

We have invested into a PILOT AM
system W have about 4,000 electric neters and
about 1500 water meters that are the automated
meter readers -- nmeters that are being read
remotely. That project is a project that we
want to extend and expand.

We applied for a smart grid grant from
the DOE | ast year, just |ike alnost every
utility in the country. W were not successful
in getting the grant dollars but BPU has al ready
had this project inits strategy. And what we
woul d like to do is build that systemout in
three years for the electric side of this, about
a $13 nillion project. What it will do for us
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is create a lot of efficiency and reduce a |ot
of operating costs.

Today we send a | ot of vehicles back
and forth to customers' houses for a nunber of
reasons, to collect reads, to do -- collect
rereads, and turn on and turn off for diversion.
We can automate a | ot of those work processes
within this system W can also collect hourly
reads. Wat that will become is useful
information to all of our custoners and al so
enabl e our custoners to be able to take that
information and make better energy -- better
choices with how they use energy.

And there are sone of our industria
customers that are already receiving hourly
reads and they are nmaki ng good business
deci si ons based on having that data. W can
build up a load profile and that is taking a
monthly or an hourly profile of what the
customer's usage patterns are, and, there again,
giving that back to the customer, whether it is
by website or whether it is through one of these
I n-home di splays or hone area network systens.

Darrell tal ked about demand side
managenent. Another thing that goes wth that
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I's demand response. The AM system basically
creates a conmuni cation systemto and fromthe
utility, to the customer's house and back. One
thing that a ot of utilities are doing is
putting in programabl e thernostats. But this
wi ||l provide the communications network that
will allowthe utility to enter into contracts
and to control these thernostats to hel p reduce
peak | oading especially in the summrertine.

The thing that we have been watching
also is CGeneral Mtors and several foreign
carnmakers have electric vehicles that they' re
proposing to roll out this year. Qur

distribution systemis really not -- we don't
have enough controls. W don't -- can't nonitor
it. There is some sizing limts into -- in sone

of them So depending on where the charging
stations show up, building this network and al so
doi ng sone distribution upgrade is really going
to be required. So that when these charging
stations start showing up all across our service
territory, we can start providing that type of
servi ce and having systens that support, you
know, the new Chevy Volt that | believe is
scheduled to start this year
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This is our service centers.

Mai nt enance -- our showup area for nost of our
field crews to go out and -- these are the
l'inemen, these are the other guys that go out
and mai ntain our systems. Some of the projects
that we've pushed out or del ayed are on some of
the roofs and the HVACs are at this |ocation.
It's also at one of the 29 substations that are
around.

We have had some of this roof replaced
through the main center. Here is our inside
war ehouse. W have got sections of roof here,
we have got canopies that are rusted. And we
have got water that is comng inside the
storeroom W have had to shift inventory
around just to keep it fromgetting damaged.
There is a project in our five-year forecast is
to conplete this. This has been -- the |ast
tinme we addressed it was about three years ago.
We was del aying the final replacement for the
| ast three years so we have elected to try to
address this.

And then, finally, ny last slideis --
this is what you typically see every day, you
know, despite having -- not having enough cash
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to address a lot of the -- and make a lot of the
i mprovenments that we want. W still have people
out providing services, working |ong hours doing
the best we can to provide quality service to
all of our customers. These guys work through a
| ot of adverse weather conditions and they wl|
continue to do that, but, you know, it is
i mportant that we start replacing and repairing
more and nore of this infrastructure and that
will only benefit the customers that we al
serve.

| would like to now introduce Ji mEpp
manager of water.

MR EPP: Thank you, Bill, and
good evening. M nane is JimEpp, I'mthe
manager of water operations.

| want to start ny presentation by
briefly touching on the past 10 years. The
reason | want to do this is this is ny
opportunity to say thank you to the rate payer
to the conmunity for the support you have shown
for our water system W couldn't have done it
wi t hout you. We, the rate payer, the staff and
the board has supported and conpl et ed
significant inprovenents to the conmunity water
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supply and treatnent transm ssion and storage
systems. These inprovements will benefit our
community for the next 50 years.

This is where we were in 1993.
Quindaro water treatnent plant, it was anywhere
from50 to 80 years old. It was very spread
out. It was expensive to operate. Very
expensive to maintain. Labor intensive. W had
three operators per shift and it is in the
floodplain. R ght here it is protected by a
flood wall. Still is protected by that sane
flood wall.

In the early 1990s we started planning
for what to do with this treatment plant,
whet her to stay there for the long run or to
build a new pl ant.

Then the flood in 1993 hit. This is

that same 14-foot high flood wall. At this
point it was within a couple feet of going over
the top of it.

This is the backside of that wall. The

wat er | evel about right here (indicating). And
the entire treatnent plant area was literally a
war zone. W survived the flood, we stayed on

line, and we suffered significant damage to our
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filter building. At this point in tine through
our rate payer support the decision was nade to
move to a different site and build a new
treatnent plant.

And this is where we are today. W are
at our new Nearnman water treatnent plant. It's
above the 500-year floodplain on a bluff.
Everything is housed in one building. The
| aboratory, the filters, chem cal feed
equi pment, high service punp station, reservoir,
and then we have our basins out back. This is a
highly efficient plant. It can operate with one
person per shift on the second or third shifts.
And it is an award winning plant. It was
awarded the -- fromthe American Water Wrks
Associ ation and Environmental Protection Agency
the director's award for the partnership for
safe drinking water.

It features two horizontal collector
wells. They are located on the banks of the
M ssouri River. | think this is one of our nost
I mportant community assets. Each well can
produce 40 mllion gallons per day. They are
the largest in the country. They are the
| ar gest because of the high productive aquifer
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that lies below the Mssouri River

This is a picture of that sane
collector well during a flood event. This is
anot her advantage of a collector well. W have
overhead power. |t can operate during a fl ood.
[t continues to draw water below the -- beneath
the Mssouri R ver during a drought condition.
If there was a spill event on the river, it
woul d probably flow right on by. It also helps
us to protect against Mssouri River
degradati on

This is our second collector well. It
was conpl eted about 2003.

And a little nore explanation on how a
collector well works. This is what you saw in
the picture. This is what is below ground. It
goes down 100 feet to al nost bedrock. This is
the aquifer and these radials go out into the
aquifer, collect the water into the main shaft,
and then it is punped out through these punps to
our water treatnment plant. And the M ssouri
River is right here (indicating). The water
flows down into the aquifer fromthe M ssouri
River so it continues to be recharged. Again,
this is one of the conmunity's nost inportant
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assets.

Al'so, in approxi mately 2003 -- no, 2006
we conpl eted the Robert L. Mlan Punp station.

It is a30-mllion gallon per day station with a
6-mllion gallon reservoir. This helps us
support growth to the west and provide storage
for the entire system

This is 51st and G bbs. Recently
completed 2-mllion gallon elevated tank. Helps
stabilize the pressure in this system reduce
mai n breaks and provide fire protection.

So where we are today. Don has already
gone through this slide. Qur sales are down
approxi mately 18 percent from 2006. Wy are
sal es down? Econony, weather, flat to declining
popul ati on, and conservation. Conservation has
been going on in the water industry for several
years now.

Were are we at with our BPU financi al
policy? Qur goal is to have 1.6 tinmes debt
servi ce coverage, 60 days operating cash. We
were placed on a credit watch by our credit
rating agencies. |f we don't shore up our
credit rating, this would lead into | ower credit
rati ngs which neans higher borrow ng costs.
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What have we done to cut our budget?
We reduced operation and mai ntenance by 8
percent. W are holding 9 percent of our staff
positions open. Froze salaries and del ayed
capital inprovenent projects on aging
infrastructure.

Water division staffing. Prior to
openi ng the Nearman water treatnment plant in
2000, we had 118 authorized positions. Today we
have 108, and currently we have 99 of them
filled.

CGoing forward. W need to replace
aging infrastructure. Qur water system needs
are 60 mllion in capital inprovements to
repl ace outdated control systens, replace aging
water distribution infrastructure, inprove our
storage at the Nearman water treatnent plant,
and inplement automated neter reading which
Bill's already discussed.

Aging infrastructure. W need to
i ncrease our funding programto replace nains
that are 50 to 100 years old. Maintain our
prograns to replace old valves, hydrants and
service lines. Replace neters and inpl enent
automated nmeter reading. Replace our outdated
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control systens and our aging fleet. W have
del ayed fl eet replacenent for four years now.

This is what happens with aging water
mai ns. You have all probably seen one. They
are very expensive to repair. W spend $500, 000
al one just in pavenment repair for one of these
mai n breaks and well over a mllion total a year
just fromrepairing our main breaks.

We average 600 per year. 80 percent of
our main | eaks are on 4-inch and snaller mains
that are 50 to 100 years old. W have 250 niles
of these mains. Total cost to replace them
woul d be 66 mllion. This is an expensive
endeavor. W can't do it all at once. W're
not proposing to spend all 66 mllion, but we
are proposing to start a 10-year programat 1.5
mllion per year to replace 35 nmiles of the nost
deteriorated nains. Currently we only budget
$400, 000 per year

This is what an old 2-inch nain | ooks
like. This is probably 50 years plus. And it
is very deteriorated. And these are the types
of mains that break and we are in need of
repairing.

A lot of these mains are east of 635.
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This is 635 right here (indicating). It is the
ol der part of our system Here is the Kansas
River. Alot of these mains are |ocated in the
northeast and eastern parts of the county.

Total cap inprovenments by area, we are
proposing 60 mllion. 55 percent of that 60
mllion are for systemw de inprovenents.

I mprovenents that benefit everyone. 35 percent
are for the eastern part of the county and 10
percent for the western.

Eastern water projects include Unified
CGovernment street projects, mll and overlay.
When the city goes out and mll and overlay the
street, we try to get out ahead of themto
repair anything we need to repair. So once it
I's done we're not in there tearing up the street
when there is a main break. So we do the best
job we can to coordinate with the city.

| mentioned our nain |eak replacenment
program Distribution systeminprovenents.
Service repair and replacenent. Fire hydrant
and valve replacenment. Total $21 mllion.

And, finally, the purpose for the water
rate increase. Very simlar to electric,
maintain our credit rating, to reduce costs in
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borrowi ng for capital inprovenents, inprove our
debt service coverage to 1.4, and operating cash
to 45 days. And support capital inprovenents
and repl ace our aging water distribution and
control systens.

And to conclude for the entire staff,
reason for rate increase to inprove our
liquidity and debt coverage. Support needed
capital projects and upgrades to aging
infrastructure. Qur BPU rates have been
constant since 2007 and bel ow the nati onal
average and | ower than nost surrounding
utilities.

And now | would like to bring back
M. David Mehl haff.

MR MEHLHAFF: Thank you, Jim

A couple of things. First of all,

t hank you for your patience. It has been a long
night I know. W have a lot to go through and
this is just part of the public hearing process.
We have a lot of details to go through, so thank
you for your patience.

What we want to do right nowis we want
to be able to take your questions that you
filled out on the card. After we do that, then
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there will be tine for public coments after
that fromthose of you that have signed in on
this sheet. |If you haven't signed in yet,

pl ease do so if you want to make some public
comments. The questions we have, we w |l answer
t hose.

| want to rem nd you the rate hearing
wi Il take place again tonorrow norning at 9:00
a.m, sane room sane place. Wat we will do
also after that we will have a nore fornalized
detailed presentation by our partners of Black &
Veat ch, and then we will go -- continue in some
of the technical portion of the rate hearing
process.

So we are going to take a very short,
and | mean short, because it is a |long night,
five-mnute break. And | need the nmanagenent
staff to stay up here because | have a | ot of
questions | need to distribute to you that --
whi ch ones are nost appropriate to answer sone
of these fine fol ks' questions that we have. So
a short five-mnute break and we will right back
here at 9:05. Thank you

THE HEARI NG OFFI CER:  Go ahead.
MR MEHLHAFF: Thank you, Judge.
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My nane is David Mehlhaff, public
affairs office at BPU. |1'mgoing to try to
answer quite a few of these questions.
Conferred with the nmanagement team and want to
thank all of those who have submtted your
questions and then we will begin the -- we wll
take questions -- comments fromthe audience,
those that filled out the card.

"Wy don't you raise the PILOT fee
instead of a rate increase?"

The PILOT fee, whatever happens wth
that we have nothing to do with. That is a
deci sion made by the Unified Government, by
their conm ssioners, and so that is a question
that only they can answer. That is a decision
whet her that goes up and down that is entirely
up to them The PILOT fee is just on a BPU

bill. W collect it. It is a pass-through and
that is up to the Unified Government. Thank
you, though.

"How many | obbyi sts are currently
enpl oyed by BPU in Washington, D.C. and Topeka?"
We really only have one | obbyist and he
is kind of a part-time |obbyist and that is Joe
Dick. Right there is Joe. Raise your hand,
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Joe. He also does a lot of other things,
community relations and dealing with the youth
programand so forth. Spends quite a bit of
time in Topeka when the legislature is in
session. W do periodically when we need to
will partner up with a |obbyist firmin
Washington to try and go after sone -- we try
hard to go after sone stimulus funds. W were
not successful in the first round. W did get a
STAG Grant of $500,000 that went towards water
mai n replacement. W are aggressively pursuing
other STAG grants right now at this tine.

So, "Wen w |l BPU ask for another
increase in salaries? WII that cone out of
this increase?"

At this tinme all salaries are frozen
and will remain so until we feel this utility is
inalot better position. So right nowthere is
not even any discussion of that at this current
time. That is not an option at this noment.

Joe, could you come answer this
question. You had a question on |obbyist work
done out there in the western part of the state.
[ dentify yourself please and your title.

MR DICK Joe Dick, governmnent
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affairs officer, 540 Mnnesota Avenue and
Topeka, Kansas.

The question is: "In the past BPU
| obbyi sts have rallied against the coal plant
out west in the state. Has this changed?”

It never existed. W were in a
monetary position for three years on that
particular coal-fired plant. |In fact, two years
ago we were offered 25 nmegawatts of power. We
were given the first right of refusal of 25
megawatts with that power plant if it becane --
if it went into existence. On that particular
issue it was vetoed by the governor. W refused
the 25 megawatts only because there wasn't a
price, there wasn't a date, there wasn't a tine,
there wasn't a place. It was all prelimnary
action taken by the Sunflower organization.

So that is it.

MR, MEHLHAFF: Thank you, Joe.

"Does the timng of the rate increase
have anything to do with the UG being broke?"

No, okay. And | think you saw by our
financial situation why we are going after the
proposed rate increase right now.

We had a question here that Bl ake |
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think is nore of a technical question in nature.
So identify yourself and repeat the question.
MR ELLIOTT: Again, Blake

Elliott, electric supply planning, 540 M nnesota
Avenue, Kansas Gty Board of Public Utilities.

The question is: If you raise rates,
what will happen to the cost of the energy fee?
And what is the cost of the energy fee?"

Again, the energy rate conponent which
I's what | perceive you're asking in this
question is totally independent of everything
that we're asking for rate increases today. The
rate increases today will just affect base
rates. The energy rate conponent is just to
recover costs when we expense fuel, when we buy
and burn coal, when we burn natural gas, when we
buy electricity fromthe whol esale market. W
coll ect those costs on a nonthly basis. W
collect all those costs. W collect how many
retail sales we made during that particular
month. And there is a very detailed calculation
that happens in the forecasting and in the
reconciliation of that amount. So thisis --
that fee is totally separate fromthe rate
hearings that we are -- for the base rates that
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we are tal king about today. Again, that is
totally separate.
MR MEHLHAFF: Thank you, Bl ake.

"Have you considered freezing raises?"

Yes, raises are frozen.

Furloughs. At this tine, no, we are
down about as |low as we can get froma staffing
l evel . W are down about 80 positions right now
that have al ready been approved in the budget.
[f we cut nuch -- anynore we will not be able to
service our comunity froman electric and water
st andpoi nt.

"Have we considered changing health
care coverage for BPU enpl oyees?"

At this tine we are in very sensitive
union talks, at the very front end of that, and
that will probably be part of that but it's too
early to tell. Thank you.

"Wat will the rate increase go for?"

| think we shared that with you this
evening in very much detail. And, also, it is
in those | eave-behind pieces. |f you need nore
of those to take to your friends and nei ghbors,
by all neans take themw th you. And also the
frequently asked questions, if we need nore, |

Metropolitan Court Reporters, Inc. 913-317-8800

Page 94





©O© 0 NOoO OB Wb K-

NNMNNONNMNNMNNRPRRRRRRRR R
GO WNREPOOOMNOOU M WRNEREO

Page 95

have plenty.

| have a question, Darrell, on coal
Wiy don't you answer that and give your name and
title again.

MR, DORSEY: Sure. Darrel
Dorsey, manager of electric production and
suppl y.

Question was: "How much are you paying
for coal and how many day supply do you
currently have?"

The short answer woul d be nost of our
coal falls delivered price around 25 to 30
dollars a ton. The reason | say it's a short
answer is we have multiple contracts for the
different plants fromdifferent mnes. And
t hose contracts go over different tine periods
so there's a wide range within that price range

that coal falls -- pricing falls into.
As far as our day supply, | don't have
that figure with ne. | think at Quindaro the

| ast report | saw we have around about a 30 to
40-day supply. Quindaro, we are a little nore
confortable with a snaller supply. For one
thing it is a smaller coal yard, we can't handle
as much coal, but it also can burn natural gas
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SO in a contingency situation we have back-up
fuel .

Near man has probably 80 to 90 days of
coal on the ground right now That is about --
| want to say we have got about 250, 000 tons
give or take. Again, | don't have the exact
figures with me. But Nearman does not have a
back-up fuel. It can only run on coal. So we
try to maintain the stronger coal pile. W have
been burning down that coal pile over the |ast
fewyears. W'Ill bring it down a little further
yet this year with our current plans.

MR. MEHLHAFF:  Thank you,
Darrell.

"How many people in Kansas Gity,

Kansas, take or read the Kansas Star or
Wandotte West ?"

| really don't know. But "Wy don't
you mail this info," and I think what they maybe
mean as far as the rate hearing information in
the bills. That is sonething we did not do.

Did not choose to do nmerely froman expense
standpoint, but let ne tell you what we did do.

What we have to do legally is post the
meeting notice and the publication of record,
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which in this area is the Echo. W did that.

We al so purchased an ad space in the Kansas Gty
Star. W also sent out a news rel ease that was
carried by all four television stations in this
market. And also two radio stations in the
market, | did interviews with them The Unified
Governnent ran it on their website and severa
tinmes on their electronic newsletter, reran it
on our website. The KC Kansan, Kansas Gty
Kansan, ran it on their website.

And so we did a lot nmore than what we
were required to do to get the word out as best
as we can and that is what we did there. The
Kansas City, Kansan and the website, it is on
line. Al right.

JimEpp, there was one here | think
that was nultiple questions. So why don't you
go through the questions and identify yourself,
pl ease.

MR EPP: Jim Epp, manager of
wat er operations.

Three questions, nulti parts. "Using
the average nmonthly water bill supplied by BPU
as a base, if BPU s rates are already 21 percent
hi gher than WaterOne's, why do we need even
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| arger increases over the next few years?"

Qur systemis ol der than Water(One's.
Qur infrastructure is 50 to 100 years old. W
have had no increase -- net increase in our
popul ation. W have had to conpletely replace
our water treatnent facility, new plant, new
supply, new transm ssion com ng out of the
pl ant .

Again, | want to thank the rate payers
for the support. W have sonething that we can
be very proud of and will last for 50 years into
the future. But we have had to face the
repl acement of aging infrastructure nmuch sooner
t han Wat er One has.

Pl us Water One has experienced a net
increase in population. They have nore
customers to help pay for their infrastructure
needs and we are much ol der than they are. So |
hope that is an adequate answer to that
question.

Two, "Are the higher rates to pay for
debt services related to new facilities needed
because of growt h?"

Again, we have got no net increase in
our population. W do have a shifting from east
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to west. Right now! feel like we are in very
good shape with our infrastructure to support
anything that is going to happen out west. Wen
a new devel opnent goes in out west, the

devel oper pays for that main. BPU does not pay
for that, the devel oper pays for that.

Al'so -- oh, excuse me. As far as new
facilities in the future, we have -- the
majority of our infrastructure needs are for
repl acement. W do have one new 4-mllion
gal lon reservoir we are requesting at the
Near man water treatment plant. And that is
because we are trying to get our total storage
up to standard with our treatnent plant
capacity. It is not because of any new grow h.
We are not projecting any new growth in our --
as far as popul ation, net population growth, in
our cost of service study. Very little. But it
Is to bring our storage up to 10 percent total
of our treatnent capacity. This will allow us
to do sone nore demand side management wth our
punping, simlar to what WaterOne does. Al so
provi des storage for our cooling tower and
storage for black star condition if we should
ever experience that down at Nearnan.
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Third. "Are the rates higher because
growth isn't paying its fair share? Is growh
paying for growth?"

Agai n, new devel opments, the mains are
paid for by the devel opers. W do have a system
devel opnent fee. It's not quite as high as
WaterOne but it's fairly significant for new
neters.

Hopeful | y that answered your question.
Ckay, thank you, sir. Very good questions.

MR, MEHLHAFF: Thank you, Jim

Coupl e nore questions |left here. "How
much did the Black & Veatch study cost? Wo
paid for the cost?"

It came out of our operating budget.
We are required to do a cost of service study
every three years. W have not done one since
2003. What it did cost, I'Il be honest, it cost
$270, 000 over a two-year period. That is what
it cost.

"I's it true that people in the service
departnent make $65,000 a year?"

Yes. W have |inemen who have
extremely dangerous jobs. They are up there in
extreme conditions. And engineers who have
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years and years of experience, that is what they
make.

"How can the board nmake a deci si on when
they do not attend the neetings?"

The board wi || make the decision
because they will be getting all the transcript,
all the docunents. They are in the | oop
continually. They get feedback. They have gone
to sone of the community forums. They get
feedback on their own in talking to people in
the community. They are not allowed to speak
out on the issue. They need to gather
information. Once they gather information, then
they will make their decision on the rate issue.
But they are well informed. This is an active
board and they are talking to people all the
time. Staff, they have sat in, reviewed the
cost of service study. So they are in the |oop
and that is what we have had.

We have four of our board menbers here
toni ght and I know we wi ||l have nore tonorrow.
We had five tonight total and they will also be
getting this transcript and a lot of other
information. They -- trust me, this board won't
make a decision until they're really well
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i nformed because they ask a | ot of great
questions all the tine.
"How much will this windfall of the
windfall will UG see fromthis rate increase?"
| think probably somebody is referring
to the PILOT. And this is only an estimate. In
2010, it would be about $550,000 in electric,
170,000 in water. And that woul d be what we
estimate at this tine.
UNKNOMWN SPEAKER:  In addition to?
UNKNOMN SPEAKER:  Yes.
MR, MEHLHAFF: That is with the

I ncrease.

Thank you for everyone submtting
questions. Appreciate it. W did our best to
answer themas honestly as we can. And I'm
al ways available if you have further questions.
Like Jimsaid at the end, contact me any tine.
| will do ny best to get you the answers or get
you to peopl e who do.

You' re Honor, this concludes our
portion. I'll turnit over to you

THE HEARI NG OFFI CER.  Thank you
very nuch.

Ladi es and gentlenen, this portion of
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the hearing is for public conments or statenents
ot her than those that have submtted witten
questions. The individuals who have signed up
on the sign-up sheet will be called in the order
that they have entered their names on the
sign-up sheet. | ask you as | call your nane,

pl ease restate your name and address, and then
you can make your statenent or comment. And go
to the podium please, so that everybody can
hear you.

The first individual on the sign-up
sheet is Bob Sixta. M. Sixta, will you go to
the podium please. And tell us your full name
and address.

MR SIXTA: M nane is Robert Lee
Sixta. That is S, as in Sam [-X-T-A | live
at 405 North 17th Street in KCK. M question
has al ready been submtted in a witten one. It
has al ready been answered. Thank you.

THE HEARI NG OFFI CER.  Thank you
sir.

THE WTNESS: The next individua
on the sign-up sheet is Donald Turner. And,
M. Turner, would you go to the podium State
your -- restate your nane and address, please.
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MR. TURNER  Donal d Turner, and |
[ive at 4110 North 60th Street. No. 1, | can't
get a straight answer when | call down there. |
got two BPU bills because | have two |ight

meters at ny house. One says that -- they're
both the sane size. One answer got, oh, you're
commercial. [|'mnot conmercial

THE HEARI NG OFFI CER Tel | you
what, M. Turner, thisis -- | don't think this
is the forumto address your billing issues that
you have. | know they're very inportant to you,
but --

MR TURNER  Yes, they are.

THE HEARING OFFICER:  -- this
proceeding is -- concerns the proposed BPU rate

increase. And | think that there are sone
customer service individuals here that perhaps
could help you at the end of this hearing, and
that is Johnetta H nson and Nan Wl fe. Could
you stand up, please, Ms. Wlfe and Ms. Hinson
And maybe you could talk -- M. Turner, nmaybe
you could talk to themwhen we are finished
here.

MR TURNER Ckay. | have got a
statement to nake.
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THE HEARING OFFI CER. Al right.

MR TURNER  There -- don't
forget, there are a lot of hones being repo' d or
cl osed out that was customers. They're not now.
And a senior citizen here cannot afford anynore
thing added on to them They have a hard tine
maki ng the bill at this point what it is. A gas
servi ceman was out to my house, one of ny

houses. | told himto shut the gas off. He
said, well, | got to be noving along. | got
four houses here that | have got to shut off the
gas because they haven't paid their bill. That

i's just one tine.

So you ought to stop to think about the
senior citizen. It is hurting them |'m-- the
only thing that | can depend on is ny nonthly
retirement check and ny wife's. W didn't get
any COLA this year, Social Security or civil
service. But you heist up -- the sales tax
i ncrease was voted in the other day. So | think
that that ought to be taken into consideration
for senior citizens. There are several senior
citizens in here, and | have been a senior
citizen for several years.

THE HEARI NG OFFI CER: Not t hat
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| ong.

MR TURNER  Wat was that
conmment ?

THE HEARI NG OFFI CER: | said not
that long, M. Turner.

MR, TURNER:  You probably
woul dn't believe ne. | renmenber -- | renenmber
t he depression back in the 30s. In fact, | got
out and hoed the corn for a dollar a day. |
very well renmenber that. | worked horses and
mul es, so you can draw fromthat.

But that is what I'msaying, it is
hurtful. It is hurting us senior citizens by no
means. That is the reason sonme of us are
already getting their gas cut off and | don't
know how many for power -- or electricity.

So, as | said, | got tw meters at ny
house that | would like to get a straight
accurate answer on it. There.

THE HEARI NG OFFI CER.  Thank you,
M. Turner.

MR TURNER  Ckay.

THE HEARI NG OFFI CER.  The next
i ndi vidual on the sign-up sheet is Robert
Tinmons. M. Tinmmons, would you cone up,
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pl ease, to the podiumand restate your name and
addr ess.

MR TIMMONS: |'m Robert Tinmmons.
401 Pl easanton Road with Central Solutions in
the Fairfax district.

This rate increase is going to be very
burdensome on our business. W are a
manufacturing facility. W use lots of your
electricity and lots of your water. As far as
your aging infrastructure goes, poor managenent
shoul dn't be put onto your custoners.
Infrastructure in ny building has to be planned
for and paid for. | can't go for that 23 to a
35 percent increase on our product because we
need to replace a fire line or we need to
install mandatory backflow preventers on fire
lines. | don't think that it is thought through
very well. And | think if you're going to do a
23 to 35 percent increase, not including the
surcharges, | think it should have been spread
out over a longer period of time. Four years is
just too quick for that big of an increase.

Thank you

THE HEARI NG OFFI CER.  Thank you
sir.

Metropolitan Court Reporters, Inc. 913-317-8800

Page 107





©O© 0 NOoO OB Wb K-

NNMNNONNMNNMNNRPRRRRRRRR R
GO WNREPOOOMNOOU M WRNEREO

Page 108

The next individual on the sign-up

sheet is Mchael Buhr, B-UHR M. Buhr

MR BAHR B-A-HR it's Bahr.

THE HEARI NG OFFI CER.  Bahr.
Sorry M. Bahr.

MR BAHR M nane is M chael
Bahr. | live at 1416 Tauronmee. |'ve lived
there for 35 years.

| have a little bit to say about this
increase. This isn't the right tine for BPU to
raise any rates. Information obtained fromthe
public library by calling the reference desk
about unenpl oyment in Wandotte County. From
the United States Bureau of Statistics, the
unenpl oyment rate in March 2010 in Wandotte
County is 10.6 percent. That means there is
over one out of ten out of work in Wandotte
county.

Gty enployees have to take one day off
each month. Sone state courts have had roons,
courtroons close one day a week for three weeks
inarow The growth of Kansas Cty, Kansas, at
t he Legends has hel ped nme until January of 2009.
| work construction. | have been a
superintendent for one of the major construction
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companies in the Kansas City area
MIler-Stauch. Well, when the bottomfell out
of the econony, that construction conpany | ost
all of its superintendents. They took the
people that were in the office and put them out
inthe field. That put nme out of a job.

|"ve applied at Black & Veatch on a
couple of jobs. A lot of tines you guys don't
post where the jobs are |ocated. |'ve probably
applied three tinmes.

Gowh in Kansas City, Kansas, at the
Legends has helped nme, like | said, until
January 2009. And | was laid off because of
| ack of work. That was the first time in 37
years that | haven't worked in the sunmer going
into the fall in 37 years. That is how bad this
econony has been. Is right noww And it is not
getting better. People are saying it is getting
better. Go look for a job in the construction
field. It is not getting better. People want
to pay you half of what you were nmaking.

| have been off work for a year and two
months. |'ve sent out over 200 resumes, cover
letters and detail project lists. Gowth in
Kansas City, has it hel ped at the Legends? Has
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it hel ped BPU any? By the way you guys talk it
hasn't hel ped anything. | nean, that is what
|"'mgetting fromyou. But the growth isn't
doing us any good out there. Hasn't done any
good as far as unenpl oynent.

Have you thought about reducing the pay
for some of your people? The governnent has
reduced pay. They took a day away a week or a
month fromthem | know you said you held off
on hiring. W is going to do all this work you
are talking about? Aren't you going to have to
hire somebody to do that? Can you do it with
t he peopl e you have now? | don't know.

To reduce some of your costs, you could
| ook around at this room Those doors right
over there. \Who needs 8 foot doors in a
conference room That takes four hinges to
hang. Mbst doors are 7 foot. It takes three
hinges to hang. | know, |'ma carpenter. I'ma
superint endent .

Same thing with this door, you're
tal ki ng about cost. Look around you, you can
cut out cost if you want to. You just have to
| ook.

That's all | have to say.
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THE HEARI NG OFFI CER.  Thank you,
M. Bahr.

MR, BAHR: Thank you for your
tine.

THE HEARI NG OFFI CER.  The next
i ndi vi dual on the sign-up sheet is Norm Scott.
And M. Scott, are you here? Apparently not.

There is a -- M. Yarnell, I"'mgoing to
come back to you since you're one of the
i ntervenors.

The next individual is Carol O Neal.
I's Carol O Neal here?

The | ast person on the sign-up sheet is
Marilyn Wil e.

M5. WHITE: Wite.

THE HEARING OFFI CER: Wite. [|'m
sorry, Ms. Wite.

M5. WHHTE:  Sorry. M
handwiting has gotten kind of bad as | have
gotten ol der.

THE HEARING OFFICER: It is ny
eyes.

M5. WHHTEE M nane is Marilyn
Wiite and | live in your backyard, 614
Washi ngt on Boul evard.
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| can | ook out, you know, of ny porch
and | ook out and see BPU fromny front yard.

And it is very distressing sonetimes, you know,
when |'mat hone trying to relax and storns cone
or even the wind sonetinmes blows very hard and
my electricity goes out. | can hear the
transforners blow. Hasn't happened lately
because the | ast person you sent obviously knew
what he was doi ng because for at |least | would
say four months or so | have had electricity no
matter what the weather did. So I think that --
you know, 1'd give you his nane but | don't
think I will. That you really should be happy
that you have such a good enpl oyee.

Also, | just want to say that, you
know, I"'ma senior citizen. | amon a fixed
income and | have been able to manage ny utility
bills, you know, the ones that conme. But, you
know, the utility bills keep going up and up.
['m-- part of ny daily, nonthly living is
suppl emented by Social Security. And as you
know, the good congressnen in Washington D.C
did not give us a cost of living wage because
the cost of living didn't go up, it went down
for us, not for them And they nake for a |ot
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more noney than | do.

| amvery uptight about the fact that
the Unified Government is tacking their bills
onto the BPU bill, and, therefore, you are going
to get a lot of hell that the BPU -- that the
Uni fied Governnent should be getting. But, you
know, | guess you have -- don't have any control
over that. But | want you to know to let them
know that Marilyn said she doesn't like it
because | think everybody ought to pay their own
way themsel ves and the public ought to know
exactly what the Unified Governnent is doing.

Also, I'ma little bit uptight, just
l'ike the gentleman said, about all of this
so-cal l ed econom c status stuff that is comng
to West Village, Village West. | -- we just --
the Unified Government just gave thema tax
break. Neil Harrison and Warren Buffet do not
need tax breaks. They could buy themselves this
whol e buil ding many, nmany times over and
probably all of us here.

And | think it's areally -- and, you
know, | guess damis not really a bad word. |
think it is a damshane that people |ike ne who
are on the lower end of the econony who have
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scrinmped and saved all their lives to work and
try to save noney. | save noney. | still save
money to this day out of the wages that | get
every nonth that | earned, by the way. And |
think I'mdoing pretty good, but | really resent
the fact that these -- the people are making hay
of f of ny dough, the noney that | earned when |
could be using it for nyself. | really think
that, you know, life is not fair. | don't know
if it ever will be, but I think that the person
on the lower end of the economc scale is really
getting beat up nore and nore every day. And,
you know, it can't keep happening, although I
think it will.

Thank you

THE HEARI NG OFFI CER.  Thank you
Ms. Wite.

Ms. Sixta, I'msorry, | overlooked your
name. Please restate your name and address.

M5. SIXTA: Mary Sue Sixta. 405
North 17th Street.

My comments are that when the [ady was
tal king and the screen was up and they showed
some of the increases, | wanted to cal cul ated
BPU water is going up 45 percent and the
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electric bill is going up 36 percent over the
next five years. That is a trenmendous increase.
That is -- right now we are paying 145 dollars
and some odd -- 149 dollars and sone odd cents.

We are probably going to be paying around 200
within the next five years.

My husband is about to retire. He is
the only one who is nmaking the living for us
right now W are going to barely be able to
meke it. And then if the other utilities |ike
AT&T and Kansas Gas Service go up, we are going
to be very hard put to make the bills. W are
hard put to make themright now. And personally
["mworried.

Al'so, they're tal king about controlling
the custoner load. GCkay, | have allergies
during the summer and during the heat. | need
to have air conditioning to help filter the air
when it gets real bad.

Plus |I have sleep apnea. | have to --
| have a CPAP machine | nust use. They tell ne
['mone of the worst cases they've ever seen
My husband has sl eep apnea. W have to have
t hose machines and they are going to use power.
And they're going to tell us how nuch we can
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use. Does this mean that we have to either go
wi thout air conditioning or go without our CPAP
machine in order to go to the power |evel they
want? O are we going to have some place where
we can call and say, hey, we need this certain
amount of power, can we get it? O is it just
going to be cut off because they think we are
using too nuch? | nean, for people that use an
extra anount of power that don't really need it,
like at Christnmastine with too many |ights, |
understand. But for medical reasons, this
scares ne. People may need it for medica
reasons. But all you're tal king about is
controlling the | oad.

And as far as all these expenses are
concerned for new tel ephone poles and stuff and
the services, | understand trimmng the trees.
Grass cutting, put decorative rocks out and make
a design saying BPU in the front yard or the
of fice or sonething and cut down on mai nt enance
and how nuch it costs to cut the grass. Do
little things like this and it would inprove
entirely.

Al'so, | know this has been discussed in
t he past, what about investing in a conpany that
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has the rotaries that produce el ectrical power,
possibly putting themon the houses. Charging
-- renting the equi pnent to the customer and
then charging to maintain the equipnent.
California has a county that has done this.
They got so spread out they couldn't get
electricity to everybody. So the houses out
where they had trouble getting electricity to --
the wires to them they put an electrical system
on the house to generate the electricity by
themselves. This is just an idea, but it mght
cut costs to rent the equipnent and nmaintain it.
You are saying you are having trouble getting
electricity to everyone. This is sonething you
m ght want to consider

Cable is doing real good for TV. Maybe
BPU woul d do real good doing this at |east out
inrural areas where you have to go so far out
to get the power out there.

Thank you

THE HEARI NG OFFI CER.  Thank you

Ms. Sixta.

Are there any board menbers present
that would |like to conment or say anything?

(No response.)

Metropolitan Court Reporters, Inc. 913-317-8800





©O© 0 NOoO OB Wb K-

NNMNNONNMNNMNNRPRRRRRRRR R
GO WNREPOOOMNOOU M WRNEREO

Page 118

THE HEARING OFFICER:  As to the
intervenors, M. Yarnell, would you -- do you
have anything you would |like to say? If you
woul d, please, go to the podiumand state your
full name and address.

MR YARNELL: M name is Rick
Yarnel |, 2424 Nebraska Court, Kansas G ty,
Kansas. | have filed witten testinony and
intervening with Kathy Peters and | expected
di scussions with her tonight that | wll
probably have nodifications to the wording that
| have submitted tonight and I wll have that
ready for tomorrow at the hearing at that point.

THE HEARING OFFI CER. Al right.

MR YARNELL: Thank you.

THE HEARI NG OFFI CER. Any ot her
intervenors that are present that would like to
make a statement?

C osing comments by the BPU.

MR MEHLHAFF: | just want to
rem nd everyone tonorrow norning we'll pick up
again with the rate hearing. Sane presentation
you saw that was presented today, and will have
an extended Bl ack & Veatch presentation, again,
to the technical portion here at nine o' clock.
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| want to thank everyone for com ng.
Appreciate your time. | knowit's been a |ong
night. W thank you for your business. Thank
you. Cod bl ess.
THE HEARI NG OFFI CER.  Thank you
very nuch. We're adjourned.
(Hearing conmenced at 9:46 p.m)
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CERTI FI CATE

|, Katie L. Albold, a Certified
Shorthand Reporter of the State of Kansas, do
hereby certify that | appeared at the time and
place first hereinbefore set forth, that I took
down in shorthand the entire proceedi ngs had at
said tine and place, and that the foregoing
constitutes a true, correct, and conplete
transcript of my said shorthand notes.

Katie L. Al bold
CSR #1510, CCR #910, RPR
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1 1 (Hearing commenced at 7:00 p.m.)
2 BOARD OF PUBLIC UTILITIESHEARING 2 (Exhibit BPU 1 was marked for
3 3 identification.)
4 4  THE HEARING OFFICER: Ladies and
5 DATE: May 3rd, 2010 5 gentlemen, thisisthe May 2010 Board of Public
6 6 Ultilitiesrate hearing with regard to their
7  PLACE: Kansas City Board of Public 7 request of rateincreases. My nameis Phillip
8  Utilities 8 Carson and I'm the hearing officer presiding
9 540 Minnesota Avenue 9 over these public hearings.
10 KansasCity, Kansas 66101 10  If any of the members of the public
11 11 wish to speak -- excuse me -- on the public
12 EXAMINER: Hearing Officer Phillip R. Carson |12 portion of this hearing, pleaseif you haven't
13 748 Ann Avenue 13 already done so, please signin on the sign-in
14  Kansas City, Kansas 66101 14 sheet with thislady right here. Thank you.
15 15  Ms. Peters.
16  Attorney for BPU 16 MS. PETERS: Mr. Carson, I'm
17  Ms. Kathryn P. Peters 17 Kathy Peters, rate hearing for the BPU.
18  Kutak Rock, LLP 18  THE HEARING OFFICER: Thank you.
19 1010 Grand Boulevard 19  Have any petitions for intervention
20  Kansas City, Missouri 64106 20 been received?
21 21 MS. PETERS: Yes. AsRandy
22 REPORTER: Katie L. Albold, 22 Otting will testify, we have received petitions
23 CSR #1510, CCR #910, RPR 23 for intervention that were timely filed on the
24 24 behalf of the large customer group of BPU
25 25 currently consisting of General Motors, Griffin
Page 2 Page 4
; BRESENTAT] Ot N oACE: 1 Whesdl, Kansas University Medical Center,
' ' 2 Owens-Corning and WaterOne. Also Suburban
3 DAVID MEHLHAFF > 3 Water, Inc., doing business as Suburban Water
4 Do ey 15 4 company. And also Rick Yarnell, anindividual.
S LOR ASTIN 25 5 THE HEARING OFFICER: Are
6 PEGGY HO/E 27 6 there-- thank you, Ms. Peters.
7 LORI AUSTIN 33 7 Arethere any attorneys for the
8 BLAKE ELLIOTT 39 8 intervenorsthat are present? If so, please
9 DARRELL DORSEY 43 9 enter your appearance.
10 BILL JOHNSON 54 10  No attorneys present on behalf of the
11 JIM EPP 80 11 intervenors, okay.
12 12 Arethere any intervenors that are
13 13 personally present on behalf of themselves or
14 14 their companies? If so, please enter your
15 15 appearance.
16 EXH BITS: MARKED: | DENTI FI ED: 16 MR.YARNELL: | am.
17 BPU Exhibit 1 3 15 17 THE HEARING OFFICER: You are,
18 18 Sir?
19 19 MR.YARNELL: My nameisRick
20 20 Yarnell.
21 21 THE HEARING OFFICER: Y our
22 22 address, please.
23 23 MR. YARNELL: 2424 Nebraska
24 24 Court, Kansas City, Kansas.
25 25 THE HEARING OFFICER: Areyou
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Page 5 Page 7
1 represented by an attorney in this matter? 1 members present. We have three of them: John
2 MS. PETERS: | am not. 2 Pettey, our vice-president; Mary Gonzales; and
3 THE HEARING OFFICER: Anyone 3 our president, Loretta Colombel. Thank you for
4 else? 4 coming. They are hereto observe and to gather
5 MS KRAUSE: | am Laurie Krause 5 all theinformation they can through this
6 with WaterOne. 6 process.
7  THE HEARING OFFICER: And the 7 Kathryn Peters, you just heard from,
8 address of WaterOne, please? 8 sheisour attorney with Kutak Rock, LLP,
9 MS KRAUSE: Oh, thatisredly a 9 representing BPU. She has been with us through
10 good question. 10 our rate hearing process since 1980. The
11 THE HEARING OFFICER: Okay. | 11 following staff members will be speaking this
12 know it is everywhere. All right. 12 evening: Don Gray, our general manager; Lori
13 MS. KRAUSE: The admin 13 Austin, manager of accounting and finance and
14 headquartersis-- I'm trying to remember. 14 our chief financial officer; Peggy Howe with
15 10744 Lenexa. 15 Black & Veatch, an international consultant,
16 THE HEARING OFFICER: Thank you. 16 management consultant, and engineering firm.
17 Any other intervenors that are present 17 You will hear more about them later.
18 that have not entered their appearance? All 18  BlakeElliott, our director of electric
19 right. 19 supply planning. Darrell Dorsey, manager of
20  Ms. Peters, I'm going to turn the 20 electric production and supply. Bill Johnson,
21 proceeding over to you at this point. 21 manager of electric operations. And, finaly,
22 MS. PETERS: And | would like to 22 Jim Epp, manager of water operations an acting
23 call on Mr. David Mehlhaff, BPU's public 23 chief adminigtrative officer.
24 information officer. 24  Also, | want to remind you that the
25  MR. MEHLHAFF: Thank you, Kathy. 25 same rate hearing will take place tomorrow
Page 6 Page 8
1 I'm David Mehlhaff, public affairs 1 morning, same room at 9:00 am. After that, we
2 officer for the Board of Public Utilities. 2 will then have a detailed presentation by Black
3 We appreciate you taking your timeto 3 & Veatch. You will hear more about them in a
4 be here at this public hearing. We thank you 4 little bit. They will be part of this
5 for being our customers and we do appreciate 5 presentation but alengthier presentation on the
6 your business. 6 cost of service study, and that will be
7 We ask that you turn off your cell 7 tomorrow. So we will have more information
8 phones and pagers or turn them to vibrate at 8 about that later. Again, if you have questions
9 thistime. If you need to use the restroom, it 9 let me know.
10 isright out in the hallway out here. Right out 10  Atthistime, | would like to introduce
11 the door to your immediate right. 1f you wish 11 -- hand the mic back off to Kathryn Peters from
12 to speak and make comments at this hearing, sign 12 Kutak Rock. Kathryn.
13 your name and address on the sign-in sheet 13  MS. PETERS: We aso have some
14 that'sjust inside the door. Also, if you would 14 folksfrom Black & Veatch present with us. And
15 liketo ask a question after our presentations, 15 afew of them will speak tomorrow as
16 fill out a card with your question and place it 16 Mr. Mehlhaff mentioned. Peggy Howe will also
17 inthebox in the hallway. If you need some 17 speak tonight. Peggy Howe with Black & Veatch,
18 cards, let me know and | will make sure to get 18 Ed Overcast, Craig Brown and Anna White.
19 someto you or you can get them from Jenny over 19  The BPU has set the public hearing for
20 here. She has cards and pencils and fill those 20 the purpose of discussing BPU's revenue
21 out. 21 requirements and the proposed changes to the BPU
22  Wearegoing to hear presentations from 22 ratesto recover more revenuesin order to meet
23 anumber of people. | would like to introduce 23 our cost requirements. The format of the
24 thosefolksto you at thistime. First of al, 24 hearing isthat BPU began by having Black &
25 before | do that, we do have two of our board 25 Veatch conduct cost of service studiesin
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1 electric and in water. The BPU received the 1 theend of thisyear. And, again, nothing will
2 cost of service study reports from Black & 2 happen until recommendations are made to the
3 Veatch and following that BPU published the 3 board and the board makes its final decision.
4 90-day notice of public hearing that is required 4  Board members may be present in the
5 by the charter ordinance. 5 audienceto listen today. If they are not here
6 Theformat of the hearing isthat we 6 today, again, the court reporter will be taking
7 will present to you by the BPU staff a number of 7 down everything that everyone says, and all of
8 thereasonsfor the public hearing request, why 8 thisinformation will be provided to al of the
9 revenues are needed, what the proposed changes 9 board members before they make their decision.
10 intherates are going to be, what things the 10  Mr. Carson, | would like to ask you, if
11 BPU has done to cut its costs before requesting 11 you could, to have al of the BPU and the Black
12 arateincrease, what the various capital needs 12 & Veatch witnesses who are going to testify or
13 are of the electric and the water operations, 13 make presentations be swornin. And | would
14 and several things about BPU's overall financial 14 repeat that isMr. Blake Elliott, Darrell
15 condition that leads to this rate request. 15 Dorsey, Don Gray, Peggy Howe, Randy Otting, Lori
16  Therewill be a PowerPoint presentation 16 Austin, Bill Johnson, Jim Epp, AnnaWhite, Craig
17 by BPU and al of the things that the BPU is 17 Brown, and Ed Overcast.
18 saying here today are being taken down by a 18 THE HEARING OFFICER: All right.
19 court reporter. So, when it comes your timeto 19 Thank you.
20 speak, speak slowly and distinctly so the court 20  Those of you that were just named and
21 reporter can take down your words as will the 21 who are going to speak or make a presentation,
22 BPU staff. 22 pleaseraise your right hands. Do you swear or
23 The PowerPoint presentation, the 23 affirmto tell the truth, the whole truth and
24 exhibits, all of the proceedings, the things 24 nothing but the truth?
25 that our intervening customers have to say will 25 (BPU and Black & Veatch
Page 10 Page 12
1 al be presented to the board and they will make 1 presenters answered affirmatively | do.)
2 adecision based on all of the evidence. There 2 THE HEARING OFFICER: Thank you.
3 will be no decision by the board until they have 3 MS. PETERS: And | would liketo
4 received al of the evidence. And that will 4 ask -- | would like to ask Randy Otting to join
5 include things that you say in the public 5 me.
6 comment portion that will follow the question 6 MR.OTTING: Sure.
7 period which will follow the BPU's presentation. 7  MS. PETERS: Mr. Carson, at this
8  TheBPU hastwo phases of the public 8 time Randy Otting would like to give the
9 hearing. We have the public comment portion, 9 evidence that notice of public hearing was given
10 and as Mr. Mehlhaff indicated, we are making a 10 in accordance with charter ordinance.
11 presentation tonight. There will be avery 11 THE HEARING OFFICER: Go ahead,
12 similar presentation tomorrow morning. In 12 dir.
13 addition, tomorrow morning Black & V eatch will 13  MR. OTTING: Yes, we havefiled
14 give alengthy explanation of the cost of 14 our February 1st, 2010 in the Kansas City Star.
15 service report. 15  MS. PETERS: And, Mr. Otting, |
16  Following the public presentation, 16 amgoing to read you afew questions. Please
17 there will be atechnical portion. We have 17 state your name and your business address.
18 customers who have intervened in this 18  MR. OTTING: Randy Otting, 540
19 proceeding. We will be continuing the technical 19 Minnesota Avenue, Kansas City, Kansas 66101.
20 portion of the hearing to have further 20 MS. PETERS: What is your
21 discussions with our intervening customers. We 21 occupation?
22 expect that the initial rate recommendation will 22 MR. OTTING: I'm the director of
23 be made to the board sometime toward the end of 23 accounting.
24 May, early part of June. We expect that final 24  MS. PETERS: What are your
25 recommendations will be made to the board toward |25 responsibilities relating to the current
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1 €electric and water rate hearing with regard to 1 WaterOne.
2 publication and notice of public hearing 2 MS. PETERS: Thank you,
3 dissemination of information to the public? 3 Mr. Otting.
4  MR. OTTING: | wasthe primary 4 And, Mr. Carson, | note that all of the
5 contact person with the public with regard to 5 petitions for intervention were filed before
6 information, and | was also responsible for 6 March 19th which was the cut-off date for filing
7 making sure that the notice of hearing was 7 petitions of intervention.
8 published timely. 8 THE HEARING OFFICER: All right.
9 MS. PETERS: Did the BPU board 9 MS. PETERS: And any other
10 direct staff to set a public hearing on the rate 10 exhibits and testimony of the BPU and Black &
11 proposa? 11 Veatch we will introduce into evidence at the
12 MR.OTTING: Yes. 12 conclusion of the public portion or the
13 MS. PETERS: Pleaselist the 13 technical portion, sir.
14 dates and places of publication of notice of 14 THE HEARING OFFICER: All right.
15 public hearing. 15  MS. PETERS: | would like to at
16 MR. OTTING: February 1st, 2010, 16 thistime turn thefloor over to BPU to makeits
17 Kansas City Star. February 4th, 2010, Wyandotte 17 public presentation, and | will introduce Mr.
18 West. February 4th, 2010, Piper Press. 18 Don Gray, general manager of the Board of Public
19 February 4th, 2010, the Wyandotte Echo. 19 Utilities.
20 MS. PETERS: Could you go ahead 20 MR.GRAY: Thank you, Kathy.
21 and read the notices. 21 Good evening everyone.
22  MR. OTTING: Sure. The notice of 22 Firstof dl, | want to welcome all of
23 hearing and the affidavits are on file with the 23 you that are here this evening. We very much
24 BPU and available for review upon request. The 24 appreciate you being awitness and being
25 affidavit of publication in the Kansas City Star 25 involved in our rate hearing process. | think
Page 14 Page 16
1 wason February 1st, 2010, which provided the 1 itisvery important and | appreciate and
2 90-day notice required by statute. This 2 respect very much that you are here.
3 document is presented and filed as Exhibit 1, 3 Asyou know, asking our customers,
4 BPU-1. 4 asking you to consider allowing usto raise
5 MS. PETERS: And you have BPU-1 5 ratesisnever easy. Infact, | don't know if
6 there? 6 thereisever agood timeto ask for arate
7  MR.OTTING: Yes. 7 increase. However, | just want to say that
8 MS. PETERS: Mr. Carson, | would 8 staff and | are committed to keeping our rates
9 liketo have introduced at thistime BPU Exhibit 9 aslow aspossible.
10 1, affidavit of publication. 10  And also with that, we are trying to do
11 THE HEARING OFFICER: All right. 11 abetter job at informing our customers and
12 Itisaccepted and admitted into evidence and | 12 giving them information on how they can better
13 find that the 90-day notice requirement required 13 manage their energy and water. And we have got
14 by the charter ordinance has been fulfilled. 14 in al of the chairsinformation but included
15 MS. PETERS: Thank you, sir. 15 with the information are these cards that give
16  Mr. Otting, were any petitions for 16 useful tips on water and energy usage. And,
17 intervention filed with you? 17 also, on the bottom of the card is our website
18 MR.OTTING: Yes. We had three 18 location where you can get additiona
19 on March 3rd, 2010. Mr. Rick Yarnell, an 19 information. And, also, you can contact the BPU
20 individual. March 15th, 2010, Suburban Water, a 20 office through David Mehlhaff, our public
21 wholesale water customer. March 30 -- I'm 21 affairs officer, who you met earlier who can
22 sorry, March 17th, 2010, we had intervention 22 also get information for you.
23 with the BPU large customer group which consists (23 Aswas stated earlier, thisis going to
24 of General Motors, Griffin Wheel, Kansas 24 bealengthy presentation. We have alot of
25 University Medica Center, Owens-Corning and 25 staff that will beinvolved in giving technical
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1 portions of this rate hearing as to not only why 1 commercial and industrial total. But asyou can
2 we need the rate increases but what we plan to 2 see, since 2006 our water sales have slowed by
3 do with the additional resources. 3 roughly 18 percent in recent years. Although
4  So, with that, | would like to start 4 our cash has been coming in much weaker,
5 off by mentioning that | will give an overview 5 recently what have we been doing to help manage
6 and | will primarily talk about our planning 6 thisreduction -- and, oh, before | get into
7 process, historical trends, controlling cost, 7 that, just why specifically our sales are down.
8 and our rate comparisons. And then staff will 8 No. 1, asweall know, the economy in
9 follow with the remainder of the rate hearing 9 thelast couple of years has been challenging to
10 process, cost of service, proposed rates, 10 say theleast. But we are also aweather-driven
11 purpose of the rate increase, and the 11 business and the weather really in the last
12 conclusion. And, also, with staff, aswas 12 couple of years has been relatively mild in the
13 mentioned earlier, we have key technical support 13 summer and winter periods. And also very wet
14 from Black & Veatch engineering which isan 14 unusualy so.
15 internationally known engineering company who 15  Wehave had aflat toinclining
16 helped uswith our cost of service and rate 16 population. | think thereis a sense because of
17 design work. 17 some of the growth that is occurring out
18  Inour planning process, the mission of 18 especially in the western region that we are
19 the utility is"To focus on the needs of our 19 seeing a population growth going along with it,
20 customers, to improve the quality of lifein our 20 but that isreally not the case.
21 community while promoting safe, reliable and 21 And then, lastly, conservation, which
22 sustainable utilities." We aredriven by a-- 22 isagood thing. More and more people, more and
23 primarily by our strategic plan and then within 23 more companies are conserving energy and water.
24 that strategic plan we have our key 20-year 24 And we are seeing that. The new appliances, for
25 eectric and water master plans which are the 25 example, that you buy. Y ou know, water has been
Page 18 Page 20
1 primary planning tools that we use. 1 apart of conservation efforts for a number of
2 Thisiswhere our challenges are 2 years because there is many areas of our
3 looking at our historical trends. Our cash on 3 country. They're having water shortages so that
4 hand recently, what that has been showing. Our 4 has been happening as far as conservation in
5 electric salesaswell as our water sales. 5 that area. Your flush boxes, for example, in
6  Our cash on hand since 2004 has been 6 your homes now use less volume and so forth. So
7 dropping at a pretty rapid pace. What this 7 conservation has also had an impact.
8 represents on the 2009, we show alittle over 25 8  Sowhat have we done to control our
9 millionin cash. That may seem like alot but 9 reducein cost? Since -- from 2006 through
10 it takesroughly 17 to 20 million a month to 10 2010, we reduced our budget by $55 million. We
11 operate the organization. So, asyou can see, 11 eliminated staff positions for the past five
12 wewould like to have ideally about 60 daysin 12 years. And asamatter of fact, we have been
13 reserves. And we have been running anywhere 13 reducing staff positions since roughly 1996 and
14 from 23 daysto 40 days recently. And that puts 14 slowly reducing positions over time. We have
15 usdangerously low asfar as our liquidity 15 froze salaries. All of the management
16 position isconcerned. 16 professional staff with the utility are all
17  Also, asfar asour electric sales, the 17 frozen and we are currently working with our
18 trends, our industrial sales since 2005 to 18 bargaining unitsin working with them in looking
19 current have reduced by roughly 25 percent, our 19 at -- also looking at some freezes there as
20 commercial by 5 percent, and our residential 20 well.
21 roughly 6 percent. And, also, some of these 21 Another thing that we did to help
22 graphsand the information isalso in the 22 control our costs was our coal purchases. We
23 handouts that we provided. 23 got -- latelast fall in 2009, our cash position
24 Inlooking at our water salestrends, 24 got very weak. One of the things that we were
25 thistakesinto account all three industrial, 25 ableto successfully do was to renegotiate our
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1 contact -- our coal contract at our Nearman 1 Onthewater side, for 8 cubic feet we
2 power station. Ordinarily, thisisatake or 2 areroughly inthemiddle, at $36.35.
3 pay contract but because they understood that we 3 | wanted to point out alittle more
4 had alot of coal ininventory because of demand 4 carefully the electric utility rates and the
5 being down, they did allow usto park thetrain 5 rate comparisons, and also show as an industrial
6 for amonth and that saved us roughly $4 million 6 trend what has been happening. And this has not
7 by being ableto park thetrain. And that was 7 just been happening here regionally, it has been
8 very important at that point in time to help us 8 happening nationally. Electric rates have been
9 strengthen our cash position because we were 9 skyrocketing. A lot of it isbeing driven by
10 getting dangerously down below -- even below 23 10 not only rising costs of doing business, alot
11 days. We aso were able to park thetrain for a 11 of the commaodities that we use, whether it be
12 period of roughly a month at our Quindaro plant 12 coal, natural gas, oil or whether we -- you
13 down in Fairfax also which helped save some 13 know, copper has fluctuated in price. A lot of
14 cash. 14 our transformers and that are all -- that use
15  And like we always do when we don't 15 copper.
16 have enough money, we delay capital improvement |16  But environmental mandates have been
17 projects. Andthat isakind of where we have 17 also challenging al of usasanindustry in
18 been recently. We just have not been spending 18 raising rates. And if you notice, Kansas City
19 money and continually upgrading our aging 19 Power & Light, Kansas now, because they both
20 infrastructure because we just haven't had the 20 servein Kansas and Missouri, we are looking at
21 cash. 21 Kansas City Power & Light 2006, they had an 8.95
22 Graphically, it basically summarizes. 22 percent and they have been steadily asking for
23 Again, we have reduced our budget since 2006 by 23 increases before the Kansas Corporation
24 roughly 55 million. Now our board approved in 24 Commission. And they currently have an 11.5
25 our budget for 2010 678 staff positions but 25 percent before the commission now. If they get
Page 22 Page 24
1 currently we are operating at 594 positions 1 anywhere closeto that 11.5, since 2006 they
2 because | have been holding up vacant positions 2 will have increased their fees by 48 -- roughly
3 and haven't been filling them. Now, the 3 49 percent.
4 challenge with that is our service quality 4 If youlook at BPU, the last rate
5 startsto worsen as we have fewer and fewer 5 increase we had was in 2006, 2.65. And then if
6 people to respond, especially when we get into 6 you add the one that we are recommending in
7 emergencies. But we have had to do that to 7 2007, it would still be under 10 percent in
8 protect our cash position. 8 total since 2005. But this-- alot of the
9  We have been able to say that our rates 9 utilities because of the -- especialy when you
10 arevery competitive. Our electric rates are 10 go to build new generation, like latan 11, the
11 lower than other surrounding utilities and well 11 Kansas City Power & Light's building, whether
12 below the national average. And our water rates 12 they are new gas plants, we all know that the
13 arevery competitive with surrounding utilities. 13 cost for these generating facilities are going
14  For example, looking at atypical 14 up tremendously.
15 customer on the electric -- monthly electric 15  And then al the environmental systems
16 bill 920 kilowatt hours. Thisiswithout the 16 that you haveto put on these plants really
17 PILOT fees. $84.67 would be what our electric 17 drive up the costs aswell. And thereis more
18 chargewould be. And, again, if you compare 18 and more mandates on the environmental side that
19 that to some of our neighbors like Kansas City 19 isrequiring usto convert some of our older
20 Power & Light, Independence, and so forth -- and 20 plantsand to add better controls to them. So
21 hereis-- over hereisthe national average. 21 thisisredly starting to drive the cost of
22 Now this national average number was a 2008 22 energy upwards. And, you know, we are getting
23 number so we know it has gone up since 2008. We |23 into that aswell.
24 don't have the latest data on that but we're 24  Therate hearing process at thistime,
25 dtill well below what it was nationally in 2008. 25 | would turn it over to Lori Austin, manager of
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1 finance, who will cover basically our rate 1 -- how should those services be priced among

2 hearing process. 2 thoseindividual rate classes.

3  MS. AUSTIN: Thank you, Don. 3 Atthistimel would liketo turn it

4 Justtotak alittle bit about arate 4 over to Peggy Howe with Black & Veatch.

5 hearing process. We are a cost of service 5 MS. HOWE: Thank you. Thank you,

6 organization. We have engaged the firm of Black 6 Lori.

7 & Veatch to perform a cost of service study in 7  Black & Veatch was retained by BPU to

8 both our electric and water utility. We asked 8 provide an independent third-party opinion

9 to have them perform afive-year cost of service 9 needed for the rate study and the cost of
10 study from 2010 through 2014. Once that cost of 10 service analysis. And beforel get into the
11 service study was performed, we began our rate 11 specific serviceswe provide, | would like to
12 setting process. 12 talk alittle bit about my firm.
13 Wewent before our board and asked for 13 Weareaglobal firm that provides
14 aresolution to approve -- aresolution for a 14 engineering consulting services worldwide. As
15 rate hearing that was approved on February 1st. 15 indicated up here, we have over 9,000 employees
16 That started the 90-day notice for public 16 worldwide and over 100 offices. We have beenin
17 review. Andin that public review we allow for 17 businessfor closeto 100 years now. And one of
18 formal review of our rate process and our cost 18 thethingsthat | would really like to highlight
19 of service and also any intervention. 19 isthefact that we have built our reputation on
20 It'stwo -- we provide two formal 20 integrity and competence. And we are very proud
21 public hearings that are conducted in the 21 of that and stand behind that as we perform
22 morning and the evening after the 90-day period 22 servicesto thefolksthat retain us. We arean
23 hasexpired. It isoverseen by the 23 employee-owned corporation. That ison aglobal
24 administrative judge, who we have here tonight. 24 basis.
25 Thefirst hearing istonight and the next 25 Onaloca basisor aregional basis,

Page 26 Page 28

1 hearing will be tomorrow morning at 9:00 am. 1 we have over 40 offices in the United States, so

2 Therewill be atranscript of the 2 we truly understand what is happening in the

3 hearing for both sessions and that is made 3 industries here that we serve. We serve water,

4 availableto the public and to the board of 4 wastewater, gas, electric, telecommunications.

5 directors once complete. At alater date we 5 Wefocuson utilities and we know the business

6 will ask for our board to vote on what the 6 inside and out, you might say. We also are

7 proposed rates that are -- that we are 7 very, very local to BPU with offices -- a couple

8 reguesting. 8 of offices here in the Kansas City area.

9  Our cost of service study, the focus of 9  Within Black & Veatch isasub group or
10 our study isto match the cost of providing the 10 adivision that focuses specifically on
11 servicesto theindividual customer classes so 11 management consulting issues. These are the
12 that we can equitably recover those costs. We 12 issues associated with finances, associated with
13 have three major classes: Residential, 13 capital financing. Not so much the hard design
14 commercial, and industrial. 14 services but the services that support being
15  Thereisathree-step approach to the 15 ableto operate and run the utility.
16 cost of service. We have arevenue regquirement 16  Wedo the entire what we call value
17 for the overall utilities, both water and 17 chain. We help utilities with strategies. We
18 electric, and that is how much money is needed 18 help them figure out how to pay for items. We
19 to meet our cost of service. 19 help them with the business processes to improve
20  Then we perform a cost alocation from 20 their operations, and we a so have a group that
21 whom should the money be collected. And as| 21 helpsthem with their technology. And these
22 referenced, the three larger groups, the 22 folksjust focus strictly on what we call
23 industrial, residential and commercial. 23 management consulting. The folks that are going
24  Then we have -- then thefina stepis 24 to be talking with you today and tomorrow are
25 aratedesign. And it ishow should those costs 25 part of that group.

Metropolitan Court Reporters, Inc.

913-317-8800 (7) Page 25 - Page 28

www. M etropolitanReporters.com





BOARD OF PUBLIC UTILITIESHEARING

May 3, 2010

Page 29 Page 31

1 Specific experience in the water and 1 Our project approach parallels that.

2 energy business, I'll talk alittle bit about 2 We start off with financial planning, go to the

3 that. There are about 50 major metropolitan 3 cost of service analysis, and finish up with the

4 areasintheU.S. asfar aswater. We have 4 rate design. We use proven approaches that are

5 served over 28 of those 50 areas with all types 5 supported by the industry. They're consistent

6 of management consulting services. Just afew 6 with AWWA, American Water Works Association, and

7 of them would be -- in the region here would be 7 WEF, Water Environment Federation. They have

8 St. Louis, Wichita, Cincinnati. And then we 8 guidelines out there on how to do this and how

9 threw Miami-Dade in because that's a new one for 9 to equitably recover those costs so that it is
10 us. But, again, | want to point out they are 10 done consistently acrosstheindustry. We also
11 large metropolitan areas, they al face similar 11 look at having specific issues for your
12 challengesthat your utility isfacing. We can 12 community and make sure that the resultsarein
13 bring the knowledge from those communities to 13 tune with the industry but not so inflexible
14 help you perform better and operate better. 14 that they can't meet your specific needs.

15  Ontheé€lectric side, out of the 15  So what were the goals of our study for

16 hundred largest public utilities we provide 16 BPU? Well, as mentioned earlier by Mr. Gray,

17 serviceto 37 of them. Again, we can take that 17 your operating reserves are getting very close

18 knowledge and that understanding and bring them 18 to aconcerned position. So the first thing we

19 those best practicesto help BPU make the right 19 did waswe came in and we looked at your

20 decisions better and in the best interest of 20 financial targetsfor 2014.

21 their customers. 21 Now when you go -- when you need to

22 Specifically, the services we provided 22 build major capital, you go to the bond market.

23 we helped with the cost of service and rate 23 What does the bond market look at? Well, think

24 design. And just to walk you through this, you 24 about it again on apersona level. If you want

25 start at the bottom of this chart down here. 25 to buy a house, what does a bank look at when
Page 30 Page 32

1 And just asyou do on a personal level, you have 1 they look at you? Wéll, thisis on amuch

2 got to know how much does it cost to operate, 2 larger and acommercial level but the same thing

3 and where the revenue is coming from to get 3 happens. There are certain things that the

4 that. And| alwayscompareit to, you know, 4 market islooking for to understand and

5 your personal checkbook. Money comesin, money | 5 interpret you as a sound financia risk. And

6 goesout. You have got to have a good 6 one of those thingsis your reserves. And

7 understanding of what the costs are on aregular 7 they're looking for about 60 days minimum. And

8 basis and how you are going to fund them. That 8 right now you're sitting at 32 days of reserves.

9 iswhat we call revenue requirements. And when 9 So, if you needed to go to the market to borrow
10 the money coming in is not enough to cover the 10 money to build capital, you would not be looked
11 costs going out, something needs to be done. 11 at favorably with those types of capital
12 And we are at that point now. 12 reserves.

13 After that wethen look at al the 13 The second thing we looked at was

14 different customersthat you have and we say, 14 improved cash flow and debt service coverage.
15 all right, who is causing these costs to be 15 Again, debt service coverage is one of those

16 incurred and let's equitably distribute the 16 thingsthat the market looks at to find out how
17 costs to those customers and recover the revenue 17 good arisk you are for lending money. And,

18 from those customers. And that is the purpose 18 quite honest, in the past 18 months, since

19 behind doing arate study and a cost of service 19 August of 2008, things have changed considerably
20 analysis. 20 inthe bond market. Right now you are sitting
21 S0, in summary -- in summary, find out 21 at adebt service coverage of 1.13. Right now
22 how much money you need, find out who iscausing |22 1.50 isabout the lowest most investors want to
23 the cost to happen, and design rates that will 23 see. So, again, you need to do something if you
24 equitably recover those costs from the specific 24 want to go to the bond market to get capital

25 customers. 25 money to build your capital projects.
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1 Finadly, after we help -- and those 1 2010 and 2011. And 7 1/2 percent in 2012 and
2 first two items are what was part of the revenue 2 2013. Now, that is atotal base rate increase
3 requirements. Iswe helped you position your 3 of 7.2 percent in 2010 and '11 and 7.1 percent
4 utility for those two items to be met. After 4 in 2012 and 13.
5 that we camein and we wanted to adjust rates 5  Weareaso proposing an environmental
6 equitably. And thisgetsinto the cost of 6 surcharge, and that environmental surchargeisa
7 service where you allocate the costs 7 rider that will allow usto capture costs of
8 appropriately to who's causing the costs. 8 environmental mandates that are required of us
9  And then we aso look at some 9 of capital projectsfor our generation.
10 innovativerate options. So that if there were 10  Theadditional modification would beto
11 issues, we could be flexible enough to meet your 11 our energy rate component. We are looking to
12 gpecific needs. 12 change that from the current process of six
13 And those are the services that Black & 13 months winter and six months summer to a
14 Veatch provided. 14 quarterly adjustment, and it would be on an --
15  And with this, Lori will -- Lori Austin 15 through a calendar year basis.
16 will come back up and continue. 16  Andthen -- and then also we are
17 MS. AUSTIN: Thank you, Peggy. 17 looking to redefine our summer and winter
18 Just totalk alittle bit further about 18 periods. Our current summer period isfrom May
19 why thisis necessary. Peggy talked -- touched 19 through October, and then our winter period is
20 alittlebit onit. Over the last severa years 20 November through April. We'relooking to
21 we have had 20 to 45 days of cash on hand. The 21 redefine that to four months summer and eight
22 recommended level is 60 days of cash. At 22 monthswinter. So our summer will be May
23 year-end 2009 we do have -- we did have 32 days 23 through August and winter period would be
24 of cash on hand. 24 September through April.
25  With the lack of cash, that doesn't 25 Thisisalook at our operating cash
Page 34 Page 36
1 alows usto finance the capital projects or 1 flow under the proposed electric rates. The
2 meet our reserve and our debt service 2 solid lineisif we did nothing. Asyou can
3 requirements. 3 tell aswe get out to 2011, we are definitely
4  Weaso need to maintain our strong 4 below our ability to fund our capital needs.
5 credit ratings so that when we go to the bond 5 The dotted line represents with the proposed
6 market that we can receive favorable interest 6 rates. And with the proposed rates that will
7 rates and purchase those bonds for less 7 meet our annual revenue requirements and reach
8 expensive Costs. 8 our debt service, the projected 1.6 times
9  Postponing the capital improvements 9 coverage, and also meet our 60-day operating
10 will ultimately cause our service disruptions 10 reserve by 2013. Now that is building our cash
11 and our increased costs even more. 11 reserve up to the 60 days by 2013. Itisnot
12 Weadso haveinflationary pressures 12 al in oneyear.
13 that many of the other industries are 13 Under water rates, solid line
14 experiencing where our service materials and 14 representsisif we did nothing, and the dotted
15 laborers have increased. 15 lineisunder the proposed rates.
16  And as Don noted earlier, our rates 16  Now, the water proposed rates will meet
17 have been constant since 2007. We had asmall 17 itsannual revenue requirements and they have
18 increase in 2007 and we are below the national 18 reached their debt coverage of -- 1.4 times debt
19 average and aso lower than most surrounding 19 service coverage, and 44 days of operating
20 utilities. 20 reserve by 2013 -- or 2014.
21 Sowhat isbeing proposed? To meet the 21 Theoveradl eectric rate by classes,
22 requirements, the study recommends revenuesfrom |22 as| stated, the overall percentageisa?
23 the electric base rates of a series of four 23 percent across the four-year period. When you
24 increases each year of 7 percent for 2010, 2011, 24 break it down by class and recovering those
25 2012 and 13. And water base rates 8 percent in 25 costs equitably both residential and the large
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1 power service are above the overall average 1 MR.ELLIOTT: AsLori said, my
2 cost. We have put into place that we would not 2 nameis Blake Elliott, the director of electric
3 recover more than 50 percent of the overall 3 supply planning. | can't claim all the
4 system average in any one class, and that iswhy 4 planning.
5 residential and large power service are alittle 5  Theenergy rate component isthe
6 bit higher through the study period until 2013. 6 portion of your bill that is broken out
7  Inthewater side, the classis by 7 separately that recoversthe costs of fuel and
8 year. It'san overall 8 percent in '10 and '11, 8 purchase power that the utility hasto buy. And
9 and 7 /2 percent in 2012 and '13. The 9 we -- that wasinitially put into service back
10 residential small and medium customers would be 10 in 2002 which was our last formal cost of
11 alittle bit higher than system average. And 11 service study.
12 then the industrial would phasein alittle bit 12 Wehave done the calculation 18 times.
13 higher than average in later years. 13 One of those times was the mid-period
14  Sowhat is being proposed with the 14 adjustment.
15 environmental surcharge? Thisisasurchargeto 15  And what we have seenisalot of
16 offset the new capital improvement requirements 16 volatility inthe ERC. A lot of volatility
17 resulting from environmental regulations. We 17 comes from the volatility in the gas market.
18 currently have one project that's slated for an 18 The gas market, we have seen gas prices at $14
19 environmental project. Itisthelow NOx 19 per MMBTU, and we have seen gas prices at $4 for
20 burners and overfireair. Darrell Dorsey will 20 MMBTU. So asthat gas price swings, we see a
21 betalking about that alittle bit. 1t isa$40 21 lot of volatility in that pricing and it causes
22 million project. 22 our ERC to move quite abit. Sowewould like
23 So, with that, the environmental 23 to reducethat volatility. We have seen arange
24 surchargeisproposed to beat 1 percent in 24 in ERC from 1.25 through 4.25 cents per kilowatt
25 2010, and then an additional 1.6 percentin 25 hour on a-- for the every kilowatt hour that
Page 38 Page 40
1 2011. Thisamountsto an average increase for a 1 you use on your bill.
2 residential customer of approximately 40 cents 2 And then some of that additional
3 per month in 2010 and $1.04 per month in 2011. 3 volatility isfrom the reconciliation adjustment
4  For atypica residential electric 4 or thetrue-up that is done at the end of the
5 bill, thisisbreaking it out by our summer and 5 period. We make forecasts and do the
6 winter period. Thisisbased on 1,150 kilowatt 6 calculation on that, but then the following year
7 hoursin the summer months and 625 kilowatt 7 when we know what the final costs were for that
8 hoursin the winter months. This does not 8 previous period we true those costs up and we
9 include PILOT or taxes. You can seethe range 9 roll that into the calculation also.
10 from the summer period 2009 to summer period 10  Thisisthe graphical representation of
11 2010 we'rejust cominginto. It'salittle bit 11 exactly what has happened in each summer and
12 of anincrease from '09. And then from the 12 winter period. Thisisthat mid-period
13 summer period 2011 is approximately 12 to 13 13 adjustment, the $4 -- or $4.25 per kilowatt
14 dollars overal. 14 hour. And that wasjust for two months, the
15  From the winter period, asyou can see 15 months of September and October in 2008.
16 from'09 to the winter period, thereisan 16  The proposed changes, again, Lori
17 actual decrease. And then it's about a $7 17 mentioned this, we want to reduce the period
18 increase in the winter period in 2011. 18 from six months to three months. And we want to
19  Onthewater sidelooking at 5 Ccf, 7 19 perform that reconciliation adjustment more
20 Ccf and 10 Ccf, the overall increase for 5 Ccf 20 quickly. Right now there's ayear to year so
21 would be about $2.72 for thefirst year, 2.95 21 that summer isreconciled with summer. We hold
22 for the second year, 2.75 for the third, and 22 ontothat for quite abit of time. Wethink we
23 $2.90 for the fourth year. 23 can reduce volatility by shortening that period
24 Withthat, | will turn it over to 24 and doing the reconciliation more quickly.
25 Blake. Blake Elliott, director of plant. 25  Wewould like to broaden the definition
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1 of the power supply costs. We want to capture 1 going to ask Darrel Dorsey, next presenter.
2 al of our power supply costsin the ERC and 2 MR. DORSEY: Good evening.
3 that's some new ones that may be coming up welll 3 | will start off with alittle
4 talk about. 4 background on the electric production and supply
5 Also, thereisavoltage adjustment 5 division for those of you that may not be
6 that'sdonein the ERC and we're proposing to 6 familiar with our organization. We have got
7 move that out of ERC and moveit over actually 7 about 211 employeesin this division, the bulk
8 into the individual customer class bill 8 of which are at the power generating stations.
9 depending upon that customer and what voltage 9  The Nearman plant is the youngest
10 they take -- their meter islocated at. 10 plant. Itisnot realy new anymore. Itis29
11 These are the changes in the power 11 yearsold, but it isasingle coal-fired unit,
12 supply costs. We want to include all of the 12 235 megawatts. We also have one combustion
13 demand charges for purchase power and 13 turbine. Our newest combustion turbine, CT4, is
14 transmission. In there right now some of the 14 at that site aswell.
15 demand charges are excluded from going into ERC. |15  Quindaro power station has two
16 Wewould liketo get them all in there. Because 16 coal-fired units. It also has three combustion
17 the demand chargestruly are you don't have 17 turbines.
18 demand unless you need energy. Thistruly isan 18  Theold Kaw power station had three
19 energy cost to us. 19 coal-fired unitsthat also fired natural gas.
20  The SPP, which is the Southwestern 20 The Kaw power station has been in long-term cold
21 Power Pool isthe regional transmission 21 storage since about 2004. It's not operating at
22 organization we belong to. There'salot of 22 thistime and there's nothing within this plan
23 development in the SPP about future market 23 to operate that station.
24 things that we'll have to operate in to stay 24  Thereisanumber of other departments
25 connected to the grid. There will be some new 25 within the division. Environmental services
Page 42 Page 44
1 market requirements, consolidated balancing 1 provides monitoring and reporting for all of our
2 authority. Thereissome new transmission costs 2 regulatory requirements. They also provide the
3 to get extra high voltage transmission 3 same servicesto therest of the utility in some
4 available, to get wind energy out of the 4 other aress.
5 Midwest. You may have heard some of that in the 5 Fuds, wehavealot of activity inthe
6 paper. That isavery big discussion paint. 6 fuel procurement for both coal, natural gas, and
7 And then ancillary services which is some pretty 7 oil. All fuelswe're using at the plants for
8 specific generation-type definitions. 8 themain units.
9  Wewould like to recover costs 9  Planning, which is Blake's department.
10 associated with demand response programs that 10  Energy control center, which isthe
11 would give the utility actual control over 11 dispatching of the energy from the power plants,
12 customer load. If we seetheload is going to 12 but they aso handle the shorter term wholesale
13 go up so high on a day and we can do something 13 power market, both selling power on the market
14 to control that load, that is-- and bring it 14 and buying power from the market.
15 down, then we don't have to go out and buy 15  Then key accounts, which isaset-up to
16 additional generation for that time period. So 16 address the unique concerns of our top 50 key
17 wewould like to recover some of those costs for 17 account customers.
18 that type of equipment and charges. 18  First of dl, in 2010, we have made a
19  Also, some -- the renewable energy 19 lost of cutsto stay within the revenue that we
20 creditsthat come with our alternative energy, 20 haveright now. Just in 2010 we made from the
21 our renewable energy, when those are sold back 21 operational maintenance budget alone about $4
22 to the marketplace we want to give a portion of 22 million worth of cutsin deferrals, work that
23 that back to our customersin the form of a 23 we're pushing out to future years.
24 credit. In the reconciliation adjustment. 24  Onebig exampleis our Combustion
25 | think that isthe end of mine and I'm 25 Turbine#1 and 3 overhauls. These are the three
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1 combustion turbines that | mentioned were at the 1 haveroofsthat we're just repairing until we
2 Quindaro power station. Unit 1 isthe oldest. 2 cantake care of alarger replacement project.
3 Unit 3 and 1 are both due for overhauls, where 3 Leveeimprovements, both Nearman and
4 we basically open the machine, inspect and make 4 Quindaro have levees to protect them from
5 repairs as necessary and reassembleit. It's 5 flooding. If you recall the last big flood,
6 thekind of the equipment we don't know what we 6 Nearman, for example, wastotally surrounded.
7 have wrong until we open it and inspect it. 7 100 percent surrounded by flood water. It needs
8 It'sabigjob. | mean, we will spend over a 8 alot of levee improvements to maintain its
9 million dollars on each one of those just on the 9 certification and that level of protection.
10 inspection, the open and close and inspect. And 10  The Quindaro flood wall needs some
11 then the necessary repairs are determined as we 11 work. We pushed both of those out to 2011 as
12 go. 12 well. We're comfortablein doing so at this
13 Wemade alot of other cuts aswell. 13 time predominantly because the Quindaro project,
14 We deferred some boiler feed pump overhauls, 14 the Corps of Engineers has just recently done
15 structural repairs. We made unilateral cuts 15 some more detailed analysis of the flood wall.
16 acrossalot of maintenance accounts. | mean, 16 Thereisapossihility they will be reducing the
17 most of the maintenance accounts, quite frankly. 17 scope and stretching out the work. So we were
18  Again, we deferred some of the demand 18 quite comfortable with pushing that one out.
19 side management programsthat we'd beenlooking |19  The Nearman project, we felt we had
20 into that Blake mentioned. Environmental data 20 time. It'smainly alot of rock riff raff that
21 acquisition systems. We built in some 21 hasto be repaired and replaced, but the work
22 additional attrition on our labor. AsDon 22 will haveto be done.
23 mentioned, we're holding off on filling 23 Combustion Turbine #3 air duct. These
24 positions to save some cash. Delayed vehicle 24 combustion turbines have alot of steel liners
25 procurements. And that isjust a sampling of 25 insidethe air ducts. We're having problems
Page 46 Page 48
1 some of the budget cuts that we've made not only 1 withit. Needsto be replaced.
2 at the power stations but to meet the O & M 2 Mill gearsand liners, traveling
3 budget. 3 screensfor theintakes. Again, these are --
4  Capital cutsin our capital dollars, we 4 thisisjust asampling of some of the projects
5 cut agood $9 million. About $3 million worth 5 we cut and deferred and work that we pushed out.
6 of work that we would do at Nearman right now if 6 We probably had at least 24 projects of this
7 we had the funding, and about 6 million at 7 nature that were deferred to later years.
8 Quindaro. 8  Asfar asour future needs, we will
9  Again, just some examples. Combustion 9 need to complete alot of this deferred work.
10 Turbine #5 will be the next combustion turbine 10 It'snot like we can keep pushing it out
11 addition. You may recall at onetime we were 11 forever. You know, where we've pushed work out
12 going to add another coal-fired plant. We 12 we were comfortable with for the time being but
13 haven't done so. We don't believe we can do so 13 we know we've got to do it starting in 2011 and
14 in the near-term future, so our next plan isto 14 12 to get caught up.
15 install another combustion turbine. 15  Alsointhe five-year capital plan,
16  Now, thisisactually the Combustion 16 though, are the overhaulsfor all three of the
17 Turbine 4 that went into service in 2006. 17 coal-fired units. Just as | mentioned with
18 Combustion Turbine 5 in this plan is planned to 18 combustion turbines, we have to periodically
19 bethe same, basically amirror image, a 19 completely tear them down, inspect them and make
20 duplicate of Combustion Turbine 4, would sit 20 repairsasnecessary. All three coal-fired
21 right next to it out at the Nearman power plant. 21 unitswill experience that in thisfive-year
22 That isinthisfive-year capital plan. 22 period.
23 Some other projects that were pushed 23 Combustion Turbines #2 and 4 will also
24 out, mercury monitoring equipment, lightning 24 undergo overhauls. Lori mentioned the low NOx
25 protection systems, roofing replacements. We 25 burner work, that will be installed by 2012 at
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1 thetwo plants. We have to replace Nearman air 1 rescinded. We know it's going to come back out
2 heater baskets and install the new combustion 2 again. We may haveto install some mercury
3 turbine. And, again, that isjust asampling of 3 controls.
4 some of the major work that isin the five-year 4  Particulate matter. The National
5 plan. 5 Ambient Air Quality Standard revisions, just
6  What it equatesto isthe Nearman 6 pointing out, those are kind of a baseline that
7 projects over the next five years require about 7 kind of setsthe standard from which all these
8 $20 million. The Quindaro projects about $35 8 programs evolve. And they continue to evolve
9 million. Thenew CT 5iscurrently running an 9 and tighten up on the ambient air quality
10 estimate of about $74.5 million. And asLori 10 standards. These programswill cometo
11 mentioned earlier, the low NOx burner project is 11 fruition. There's been alot of talk about
12 about 40 million. We actually have engineers 12 carbon lately. | don't know whereit isgoing
13 working right now on an update for that cost but 13 togo. Wejust know that when it gets hereit's
14 wefed it'sgoing to be pretty close. 14 going to be expensive. So thereisalot of
15  Thebulk of thiswill be funded through 15 future concerns where this environmental
16 bond funding to get these capital needs. So it 16 surcharge can comeinto play aswell to retire,
17 isnot amatter of we have to raise thismuch 17 again, the capital funds necessary to do these
18 money infiveyears. We only haveto raise the 18 major environmental projects.
19 debt service requirement for those bonds for 19  One of the things that frequently gets
20 that time period. 20 asked iswhat are we doing to mitigate some of
21 Oh, we mentioned the environmental 21 those environmental costs, you know, because we
22 surchargerider. Thefirst project isrelated 22 have these coal-fired units and gas units. We
23 tothe Kansas City ozone. Y ou have probably 23 have emissions. We already have quite a bit of
24 seen the ozone aertson the newson TV and on 24 dternative energy in our system. Green power
25 some of the buses going around downtown. They 25 aspeopleliketo cal it. We have 38 megawatts
Page 50 Page 52
1 finally have come out with the mandates that 1 coming in from the Southwest Power
2 require ustoinstall the low NOx burners and 2 Administration, 5 megawatts from the Western
3 overfireair systemsto help bring down the 3 AreaPower Administration. We have a25
4 ozoneinthe Kansas City area. Now, that's 4 megawatt take on the Smoky Hills Wind Farm,
5 about a $40 million project. That iswhat this 5 which isthe one off of I-70 as you go out west
6 initial environmental surcharge will recapture 6 of Salina. And we just recently started pulling
7 isthe bond debt serviceto retire the bonds for 7 in 1.6 megawatts off of anew landfill gas
8 that environmental project. 8 project. Sowe arein apretty good position
9  Butthereisawiderange of additional 9 right now.
10 environmental concerns that we know are on the 10  Now, | should mention the state of
11 horizon. They haven't cometo fruition yet. We 11 Kansas does not -- nor the federal government
12 can't say exactly when they will but we know 12 requires usto have a mandatory renewable energy
13 they're going to be costly. 13 portfolio, but thisis what we have on, | guess
14  Regional hazeislike how well you can 14 you would say, avoluntary basis. So that does
15 see from one mountain range to the other. Y ou 15 help us mitigate some of our emissions costs to
16 know, ahundred years ago, it was crystal clear, 16 adegree.
17 today it'salittle hazy. They want to clear 17  Future energy supplies, we do continue
18 that up. If regional haze kicksin for Nearman, 18 to work on future renewables. That's something
19 and we are hoping it won't do so for another 19 that planning, Blake, works on quite extensively
20 fiveyears, but we estimated about $169 million 20 looking at when the next opportunity is for
21 just to do scrubbersfor that power station. So 21 additional landfill gas, wind energy, hydro.
22 thereis potentially some large dollarsinvolved 22 You know, whatever we can find we are willing to
23 inthose projects. 23 takealook at.
24  Hazardous air pollutants. Mercury. 24  Conventional purchase power agreements
25 They did have amercury rule out. It was 25 where we sign up with another utility to buy
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1 their power for aperiod of time. If the right 1 over and underground distribution, and also do
2 offer ismade and it's cheaper than what we can 2 some upgrades on some of our transmission
3 doit ourselves, we will buy the power from the 3 circuits. Got about $56 million for
4 other utility. 4 distribution work alone, and | will get more --
5  The Southwest Power Pool energy 5 and give you more specific information about
6 markets. As Blake mentioned, those are evolving 6 this.
7 markets. We are market participants. Right now 7  Transmission upgrades are about 33
8 it'sjust areal-time -- right now they -- you 8 million. Substation improvements and new
9 know, today's a power-type market, but they are 9 additions were about $42 million. And the
10 evolving day-ahead markets, ancillary service 10 AMI/AMR project which is advanced metering, or
11 markets. | don't know if they will manageto 11 automated meter reading system, is about $13
12 pull together any capacity markets, but we will 12 million. And a$16 million investment in our
13 continue to participate in those as well to 13 existing radio system, two-way radio system,
14 provide your energy. 14 which isasystem that al of our field crews
15  Of course, demand side management as 15 use. Electric, water, customer service field
16 Blake mentioned isagreat endeavor. It has got 16 crews. But asoit'skind of ajoint useradio
17 alot of potential for usto have control of 17 system where we a so share that radio system
18 energy in the community to help out this overall 18 with the Unified Government. Police, fire,
19 situation. It has got somereal value. 19 emergency management also rides on that same
20 Butinthe short term, our next 20 system.
21 additionis, as| mentioned earlier, natural gas 21 Thesystemisat apoint whereitis
22 generation by adding a combustion turbine at the 22 gtarting to run out of warranty, whereit is
23 Nearman power station. 23 starting to lose alot of manufacturing and
24  Sothat iskind of an overview of what 24 support on that system. And we arelooking at a
25 isinthefiveyear capital plan and the cost of 25 number of avenuestrying to create -- get some
Page 54 Page 56
1 service for the electric production and supply 1 additional financing, but it's simply past the
2 division. 2 point where we need to start looking at
3 Withthat, | will turnit over to Bill 3 replacing it.
4 Johnson. 4  Thisisaconstruction overview of what
5 MR. JOHNSON: Thank you, Darrell. 5 we are proposing to do withour T & D
6 Agan, my nameisBill Johnson. I'm 6 construction plant. We want to build new 161
7 manager of electric operations and technology. 7 substations and do some upgradesto our 15 kV
8 Andjust like Darrell, we have got a 8 distribution network. The reason for that is
9 sizableworkforce. We've got about 199 9 thereisan increase for energy that is
10 employeeswithin that division. What the 10 continuing to go up.
11 divisionis primarily responsible for istaking 11 And, aso, we have got a service
12 the energy generated at our power plants and 12 territory that isstill expanding. A lot of the
13 transporting and delivering that energy to each 13 development that you see out west, alot of that
14 and every business and home in the Kansas City 14 development is going into places where we really
15 community. 15 don't have adequate distribution circuits. So
16  Wehave got -- some of the departments 16 we're having to extend our distribution network
17 that make up e ectric operations and technology 17 further and further out to meet that new growth.
18 isour T & D section, we've got our metering 18  And, aso, homes are -- even though
19 section. Information technology. We have got 19 they are more energy efficient, homes are
20 our fleet or our transportation. We provide a 20 becoming more and more bigger. Appliances are
21 lot of transportation support for the entire 21 using more energy. While some of them are using
22 organization. 22 less, you know, the flat screen TVs and some of
23 What we havein our five-year forecast, 23 the other things you're seeing are driving up
24 whichis part of this cost of service, are 24 that demand for new energy.
25 capita projectsto goin and rebuild alot of 25  The other thing we are wanting to do at
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our substation, and thisis a plan that we have
started some time ago, is to continue converting
alot of our 69 linekV substationsto 161.
What | mean by that, if you took alook at our
service territory, about -- we've got 29 major
substations and about half of those substations
are 161 kV or 161,000 volt substations. The
other half are 69,000 substations.

We started converting those substations
over to 161 to increase reliability for al of
our customers and also to move our transmission
network to one voltage. So in the long run that
will reduce cost and also eliminate some of the
problems we're having with some of the aging
infrastructure. Our 69 kV system is our only
system. Asit stands now, the utility spends
more dollars than we would like because we are
having to maintain both systems at the same
time. So we are trying to mitigate some of that
by moving it to one standardized or one voltage.

Same thing with our 15 kV distribution
system. We have got two distribution voltages
in KCK. Aswe build new substations and convert
those 69 kV stations to 161, that also gives us
an opportunity to get our distribution network
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we will have a secondary line that's already
there. Or we can take it out for maintenance.
We will also have that secondary line there.

We are also proposing an east Fairfax
substation. This project is -- goes along with
what | said earlier with converting the 69 kV
substations to 161. What we are proposing to do
with Fairfax isto eliminate three existing 69
kV substations and build one new one to replace
it. It will aso give usthe ability to tackle
some of this aging infrastructure that's down
there. And | will get alittle bit deeper into
that in some dlides that's coming up. But it
will also give us a chance to expand and
increase our distribution reliability down there
and make Fairfax a place that we can market
better in the future but also provide and
support new growth to the existing customers
that are down there. The customers want to
expand so we have to have distribution capacity
within our system to be able to support that.

The other main substation project is
Muncie substation. Again, itisan existing
substation. It'sa 69 kV substation that we
would like to convert over to a161. Itisone
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to one voltage, too, so we're not having to
support two. And then the other part of the
project isjust to do some upgrade to our
southern 161 loop that will add some capacity.

A little bit deeper detail on the
substation transmission projects that are
actually in the budget is our Wolcott substation
isthefirst one |l will talk about. It isanew
substation that is being built out in the
Wolcott community. The purpose for thisisto
create a new intertie with Kansas City Power &
Light. Our intertie right now isa Maywood
substation at 94th and Parallel. This onewas
set further north and it will create a new
intertie.

It will also provide redundant service
to asubstation that was -- that is already in
the Piper community. If you go out 123rd
Street, there is a substation that we energized
about five years ago called Piper West.

We need to build a new Wolcott inner
sub -- and a transmission project to provide a
secondary feed to that substation so that we
will have a back-up feed in case we need -- we
lose the one transmission line that's feed it,
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of our oldest substations on the system. In
fact, the two oldest substationsis-- oneis at
Fairfax and thisis the other one.

I will talk about some of the age and
infrastructure down here later on and show you
why this -- converting this substation is past
the critical stateis something that isin our
plan and why we need to replace that. The main
thing that goes into that decision isthat's one
of the substations that provide service to the
downtown community. So that iswhat makesit
critica. Andlikel said earlier, it'salso
one of our older substations.

Hereisamap of some of the projects
that | just talked about. What | would like to
do isdraw your attention to thisline here
(indicating). Thisisatransmission line out
west. Thisisthe 435 interchange. Thisline
is owned by Kansas City Power & Light.

What isinteresting about it is hereis
our Maywood substation (indicating), hereisthe
Piper substation (indicating) | talked about
earlier. Thereis-- thistransmission lineis
primarily responsible for feeding and providing
service to this entire area here (indicating).
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1 Andtheinteresting thing iswe are 1 too. A lot of them are starting to deteriorate.

2 providing service off aline that BPU don't even 2 Well also be doing some overhead

3 own. We tapped into that line here to feed 3 distribution upgrades in that area, too. The

4 Piper here, so Piper and Maywood is already 4 primary reason isto again mitigate some of the

5 providing distribution service. Thisisa 5 aging infrastructures and al so increase some of

6 transmission line project that is already on the 6 our load capacity. A lot of the existing wire

7 way and we hope to complete it by the end of 7 that isthere now isreally undersized based on

8 thisyear. 8 what our today's standards are. So going in and

9  Thesubstation will probably be 9 replacing some poles and putting up alittle bit
10 energized next year and our plans following that 10 larger wirewill certainly help. Not only
11 isto construct the new 161 line from Wol cott 11 provide greater reliability but also add more
12 back down to our Nearman power plant that 12 capacity. And whilewe arein there, it would
13 Darrell talked about earlier. The reason for 13 be agood opportunity to take advantage of alot
14 that is BPU needsto have some ownershipin -- 14 of vegetation management, trimming trees, and
15 of transmissions that feeds its community. And 15 doing some of the necessary work that would
16 we just takeit away from relying on another 16 eliminate some of the outages down the road.
17 utility to provide that type of serviceto 17  Theother thing | talk about with
18 Kansas City. 18 Muncieisalso, you know, picking up my focus on
19  Wetaked about Fairfax. A lot of our 19 how do we improve service to the downtown
20 budget is going to be spent in this area just 20 community. Muncieis one of two substations
21 building a new substation and replacing three. 21 that feed power to downtown. Thereis some
22 Andthisis Muncie here. 22 dedicated feeders, meaning that there are
23 Some of the transmission work | talked 23 feedersthat come downtown that really don't
24 about earlier isthis other loop. It'sa 24 have any or hardly -- or very few residential
25 transmission linethat is already there. Our 25 customers attached to them. Those are some of
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1 plansare -- isto leave that -- the poles 1 thethingsthat we are taking alook at first.

2 there. Leave everything else there, just 2 What | want to pointed out on this map

3 reconduct, put up alittle bit bigger wire so we 3 iswhere some of the distribution dollars are

4 can have alittle bit more capacity built within 4 going to be spent. Kind of got a color-coded

5 that circuit. 5 chart here from 2010 to 2014 that just shows

6 I'vetalked about transmission 6 here iswhere we are spending dollars on the

7 projects, now | would like to shift to 7 Fairfax project and some of the additional

8 distribution. Part of our strategy for wanting 8 dollarsthat we are asking for under thisrate

9 to upgrade some of our distribution isto mainly 9 increase will be spent in thisareain 2010. A
10 focus on some of these 60 to 80-year-old 10 lot of thiswork out here is being done by a
11 underground and overhead infrastructure that's 11 previous bond request that we got last year.
12 morein our central core for the downtown area, 12 But thereis not enough dollarsto really
13 in Fairfax, and in the Armourdale area more 13 complete some of the things that we are wanting
14 gpecificaly. 14 to do out there as well as down here, so that is
15  But years ago the design wasto put in 15 where the new dollars will comeinto have a
16 alot of lead and paper cable. That requires 16 bigger impact in these areas.
17 specidized-type work. It'sthe whole 17  And then what we're doing isjust kind
18 infrastructure. Most engineering standards have 18 of follow this color code down and, you know, do
19 moved away from that type of construction, and 19 some rebuilding in this section in 2011, 2012,
20 we've dready started replacing alot of it. 20 and then work our way south. With all this that
21 Our plan isto continue replacing that. It will 21 we have got in here, it's -- we'll make some
22 provide alot more efficiency, reliability to 22 dgignificant upgrades to some key areas but
23 our system. While we are going through it, we 23 certainly wouldn't be looking at rebuilding this
24 will have the ability to also take alook at a 24 whole area here, just addressing some of the
25 lot of duct bank manholes that are that age, 25 more pressing needs.
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1 Some of the spending by area. | kind 1 and continue to focus on some of the more
2 of split the -- our serviceterritory along 635 2 critical areas. Some of the areas where we have
3 east and west and along I-70 north and south. 3 some of the oldest infrastructures still there
4 And useit following that same -- that same 4 and continue to make upgrades until we can start
5 quadrant. The northeast is going to receive 5 making this area, you know, more reliable and
6 about $40 million worth of -- or that spending. 6 provide the type of quality service that we
7 Most of it would be in the Fairfax and the 7 would al want to continue to provide.
8 downtown area. We will have some dollarsin the 8 Hereisamap that just kind of shows
9 residential area, mostly some of the overhead 9 how we got to where we are at. Prior to 1964,
10 rebuild. Thiswould be alot of underground 10 BPU served this section right herethat isin
11 that's downtown and some overhead in Fairfax. 11 theydlow (indicating). Throughout --
12 Thenorthwest, like | said earlier, 12 throughout the years we have continued to buy
13 there is some financing already in place to take 13 more and more service territory from Kansas City
14 care of some of those projects, but there's 14 Power & Light.
15 going to be new service coming out of the 15  In 1968, we acquired this service
16 Wolcott substation. We are already running new 16 territory in blue (indicating). Andthenin
17 feedersout of the Piper substation now. And 17 '71, we expanded out here (indicating). '72, we
18 what makes that -- what makes that important to 18 purchased all of this (indicating). ‘74, we
19 usisthat this station that | talked about 19 purchased this section (indicating). And then,
20 earlier that is at 94th and Parallel, our plan 20 finally, in'82 we came out in this section
21 isto start shifting the residentia customers 21 (indicating).
22 more and more away from that so -- so that that 22 Now what we have doneis as we bought
23 substation can be better suited for alot of the 23 more service territory, we went in and upgraded
24 entertainment and retail that is starting to 24 some of the transmission -- the old transmission
25 appear around the Village West area. 1t will be 25 servicethere. Wedid go in and put in some new
Page 66 Page 68
1 more and more a dedicated substation for growth 1 substations. We didn't really do alot of
2 inthat area. 2 distribution upgrades. We kind of left alot of
3  Thesoutheastisalot of the 3 those circuits that we bought from Kansas City
4 transmission line upgrades and as well asthe 4 Power & Light in place. But what it has doneto
5 southwest. It would just be reconducting some 5 usover the years, and because we haven't had
6 of those transmission lines that are already 6 the budget to completely do some of the things
7 there. 7 that we have tried to do in the past, you can
8  With thisdidewhat | want to talk 8 see where our 69 substations began to age more
9 about isjust some of the age of some of the 9 and more.
10 distribution here. Why upgrading some of this 10  Muncie substation, | talked about
11 distribution is so important. This section 11 earlier, isright here (indicating). The
12 here, which is east of 635, which | have already 12 substation and the transformer that's thereis
13 talked about, it also has alot of the lead and 13 about 60 yearsold. A new transformer has a
14 paper cable and even some of the old overhead is 14 normal life expectancy of about 30 years. So
15 something that we want to upgrade. Mainly 15 thiskind of shows you where we're at with the
16 because alot of this stuff is between 60 and 80 16 age of these units. 74 percent of our
17 yearsold. Andif you get down into parts of 17 transformers are past 30 yearsold. That iswhy
18 Fairfax and parts of Armourdale there may be 18 it'scritical that BPU does not continue to push
19 small sections that may even extend beyond that. 19 thisinfrastructure further and further out into
20  What we have done over the last 10 20 the future because we're going to get to the
21 yearsisto goin with smaller projects and just 21 point where we can't support it.
22 kind of make some upgrades, some -- you know, 22 Thisisanother shot of all of our
23 smaller sections that we have rebuilt. Likel 23 transformers, al of our substation
24 said earlier, we are not going to be able to 24 transformers. When you mix in the 161
25 rebuild al of this but we can certainly goin 25 transformersin our substations, these are our
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1 newer units. You can still see somewherein the 1 rebuilding of the distribution circuits that |
2 50 to 60 percent range. Y ou know, we still have 2 talked about overhead. Underground wire you are
3 alot of transformersthat are past 30 years 3 looking at 200, 300, 363 percent price
4 old. 4 increases. SO these are seriousincreasesin
5 Inour conversion of 69 to 161 5 pricethat just gives you an idea of we need to
6 conversion, aplan that we started is -- was 6 finance these projects and these projects are
7 creating this down here and is -- and we are 7 becoming more and more expensive when we do
8 removing this older section up here and thisis 8 build budgets to help support them.
9 what we are planning to do with this cost of 9  Darrell talked about earlier some of
10 service study in our five-year forecast. To do 10 the cutsthat the production side has made, and,
11 that it isgoing to cost, you know, money. You 11 you know, Don talked about some of the cuts
12 know, just like everything el se prices of 12 earlier, too, that the entire utility has made.
13 materia, the prices of professional services 13 Just a snapshot of some of the things we have
14 have gone up. 14 doneisreduce staffing. We have certainly
15  Don talked about some of the wire 15 delayed and deferred alot of improvements over
16 transformers earlier in hisintroduction. The 16 theyearsthat, you know, has been needed. We
17 transformersthat we're using is pretty standard 17 have pushed out alot of upgradesin our
18 in the new substations that we are building now. 18 telecommunications, alot of our IT systems. We
19 In 2005, that transformer was about $638,000. 19 made -- we made some investments in some areas
20 Inall of our substations, designs can put two 20 but some areas we redlly haven't touched in a
21 transformersin there so we have switching 21 while and there are some things that we il
22 capabilities within a substation. We'll need to 22 need to do there.
23 take one transformer out for service and we've 23 Vehiclesand work equipment. We
24 got the other one there that's sized properly so 24 purchase al the work equipment and vehicles for
25 it can carry the load -- the mgjority of the 25 the utility and maintain them. And it has been
Page 70 Page 72
1 load of the substation. 1 about four years since we have bought any cars
2 Since 2005, thistransformer has gone 2 or work equipment other than maybe one or two.
3 from $638,000 to about 1.4 to 1.5 million 3 So we are starting to fall behind there and we
4 dollars. So, you know, as we go through and 4 are starting to see some of these units drive up
5 build new substations those projects are 5 our maintenance costs higher and higher. And
6 becoming more and more expensive to build. So 6 some of them are either -- even a piece of
7 thedistribution transformers, these are 7 equipment that we have taken out of service so
8 transformers that you see on the poles. These 8 itisnot available when we need it. We are
9 aretransformersyou seeright outside of a 9 going to have to address this -- the situation,
10 business. The lower voltage transformers. 10 especially when we are building some of these
11 Thereis 2007 prices -- price increases 11 other projects because these are the tools that
12 since 2007 and these are transformers that we 12 we use to not only maintain but also to build
13 commonly use every year for new construction, 13 the new projects that we are proposing.
14 storm restoration. We go through probably 250 14  Treetrimming hastaken abig hit. The
15 or so distribution transformers a year. 15 past budgets, we have had to cut our trimming
16  But the price increases range from 16 budget by about afifth. We also were driven by
17 about 45 percent up to well over a hundred 17 inert to do alot of tree trimming on our
18 percent in this short span, which is shorter 18 transmission lines because we really didn't have
19 thanwhat | talked about up here. So thiskind 19 the budget to support that. We just shifted
20 of showswhere the price of materials are going 20 money from our distribution work over to our
21 up. 21 transmission type of work. The last two summers
22 Hereisjust afew more pieces of 22 have been, you know, cooler than normal. We
23 commonly used stock items. Wooden poles, 35and |23 have had storms that extend into the summertime.
24 45 foot polesthat will increase 35 and 80 24 S0 not maintaining those trees have created a
25 percent. Wirefor dis-- for, you know, the 25 lot of outages and our community has suffered
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1 through repeat outages. We are hoping to build 1 What came with that isa new
2 that back -- that tree trimming budget back up 2 interactive voice response system. So when you
3 and get back on schedule. 3 call into the system now there's alittle bit
4 Wehave got about 34 |ocations which 4 different message. What people don't see behind
5 are substations and other facilities under 5 the scenesiswe've cut our restoration efforts
6 €electric operations. And like Darrell talked 6 down significantly because the system takes the
7 about earlier, we have got roofing and HVAC 7 calls, routes them to and predicts where problem
8 systems, plumbing, things that we continue to 8 areasare and they show up on amap, thisbeing
9 push further and further out because we just 9 created here and created within this product.
10 didn't have the dollars to help support it. 10 All of our dispatchers, our crews, know right
11 Parking surfaces, our grass cutting. 11 away where our outages are at so we can get our
12 Itisnot just these locations but all of our 12 crewsout there alot quicker. Where, you know,
13 power plants, all of our water facilities, that 13 intheold daysif we had 5,000 people out, then
14 number goes quite a bit up when you look at all 14 there was 5,000 individual work tickets created.
15 thegrasscutting. Even the vacant |ots that 15 And we had to just kind of sit down and group
16 BPU used to have equipment on them. But, you 16 ticketstogether and kind of figure out what is
17 know, it'savacant lot now and we still have to 17 going on. The system does that automatically
18 maintain those properties. And afew years ago 18 for 5,000 outages. For 5,000 customers out, may
19 because of budget constraints we cut our grass 19 only be 20 outages, 20 problems that create that
20 cutting budget by about 25 percent and we 20 many outages. We can go out now and work 20
21 haven't recovered from that yet. 21 problems and get people back on.
22 While we were going through some of the 22 Last month we had a storm where we had
23 cuts, we have also made significant improvements |23 about 10,700 people out and it took us about a
24 to our system. SCADA, which isthe supervisory 24 day and ahalf to go through that restoration
25 control system, that goes out and looks at all 25 process and get everybody back on. | can't
Page 74 Page 76
1 of our substations, our energy control center, 1 remember any other time where we have made that
2 and can monitor all of our substations, the 2 much progress in that short period of time.
3 breakers, the transformers and control them. We 3 Wehave got an asset management system
4 are starting to put in newer and better controls 4 for substation maintenance and pump station
5 to make sure that the system control iswhat it 5 maintenance that we are continuing to improve.
6 needsto be not only today but into the future. 6 Our planistorall thisinto -- where we're
7 We are aso doing some major control 7 pushing those work tickets out into the field.
8 work in our pump stations, too, to go along with 8 Some of our troubleshooters aready have laptops
9 that. 9 so we are trying to create communicationsto
10  We purchased a geographic information 10 push those work orders out and further increase
11 system which is basically a mapping system. We 11 efficiency.
12 havetaken alot of paper maps and put them into 12 Wehaveinvested into aPILOT AMI
13 an asset database, and we are also extending 13 system. We have about 4,000 el ectric meters and
14 that out to our designers. What that meansis 14 about 1500 water meters that are the automated
15 we have alot of -- alot of our assets are on 15 meter readers -- meters that are being read
16 desktops now. We are taking old drawings out of 16 remotely. That project isa project that we
17 file cabinets, putting them into an electronic 17 want to extend and expand.
18 database. They are able to make better 18 Weapplied for asmart grid grant from
19 decisions, know what is out in the system. When 19 the DOE last year, just like amost every
20 we make modifications we can make changesto our |20 utility in the country. We were not successful
21 mapping system, and then that information is 21 in getting the grant dollars but BPU has aready
22 useful to feed into our new outage management 22 had thisproject inits strategy. And what we
23 system. That system went on linelast year and 23 would liketo dois build that system out in
24 isamajor upgrade than what we had in place 24 three yearsfor the electric side of this, about
25 before. 25 a$13 million project. What it will do for us
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1 iscreate alot of efficiency and reduce alot 1 Thisisour service centers.
2 of operating costs. 2 Maintenance -- our show-up areafor most of our
3  Today we send alot of vehicles back 3 field crewsto go out and -- these are the
4 and forth to customers' houses for a number of 4 linemen, these are the other guys that go out
5 reasons, to collect reads, to do -- collect 5 and maintain our systems. Some of the projects
6 rereads, and turn on and turn off for diversion. 6 that we've pushed out or delayed are on some of
7 We can automate alot of those work processes 7 theroofsand the HVACs are at thislocation.
8 within this system. We can also collect hourly 8 It'salso at one of the 29 substations that are
9 reads. What that will become is useful 9 around.
10 information to all of our customers and also 10  Wehave had some of thisroof replaced
11 enable our customers to be able to take that 11 through the main center. Hereisour inside
12 information and make better energy -- better 12 warehouse. We have got sections of roof here,
13 choices with how they use energy. 13 we have got canopies that are rusted. And we
14  And there are some of our industrial 14 have got water that is coming inside the
15 customersthat are already receiving hourly 15 storeroom. We have had to shift inventory
16 reads and they are making good business 16 around just to keep it from getting damaged.
17 decisions based on having that data. We can 17 Thereisaproject in our five-year forecast is
18 build up aload profile and that istaking a 18 to complete this. This has been -- the last
19 monthly or an hourly profile of what the 19 time we addressed it was about three years ago.
20 customer's usage patterns are, and, there again, 20 Wewas delaying the final replacement for the
21 giving that back to the customer, whether it is 21 last three years so we have elected to try to
22 by website or whether it is through one of these 22 addressthis.
23 in-home displays or home area network systems. 23 Andthen, findly, my last dlideis --
24  Darrell talked about demand side 24 thisiswhat you typically see every day, you
25 management. Another thing that goes with that 25 know, despite having -- not having enough cash
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1 isdemand response. The AMI system basically 1 to addressalot of the -- and make alot of the
2 creates acommunication system to and from the 2 improvements that we want. We still have people
3 utility, to the customer's house and back. One 3 out providing services, working long hours doing
4 thing that alot of utilitiesare doing is 4 the best we can to provide quality service to
5 putting in programable thermostats. But this 5 all of our customers. These guys work through a
6 will provide the communications network that 6 lot of adverse weather conditions and they will
7 will alow the utility to enter into contracts 7 continueto do that, but, you know, it is
8 and to control these thermostats to help reduce 8 important that we start replacing and repairing
9 peak loading especialy in the summertime. 9 more and more of thisinfrastructure and that
10  Thething that we have been watching 10 will only benefit the customers that we all
11 alsois Genera Motors and several foreign 11 serve.
12 carmakers have electric vehicles that they're 12 | would like to now introduce Jim Epp,
13 proposing to roll out thisyear. Our 13 manager of water.
14 distribution system isreally not -- we don't 14  MR. EPP: Thank you, Bill, and
15 have enough controls. We don't -- can't monitor 15 good evening. My nameisJim Epp, I'm the
16 it. Thereissome sizing limitsinto -- in some 16 manager of water operations.
17 of them. So depending on where the charging 17 | want to start my presentation by
18 stations show up, building this network and also 18 briefly touching on the past 10 years. The
19 doing some distribution upgrade isreally going 19 reason | want to do thisisthisis my
20 to berequired. So that when these charging 20 opportunity to say thank you to the rate payer,
21 stations start showing up all across our service 21 to the community for the support you have shown
22 territory, we can start providing that type of 22 for our water system. We couldn't have done it
23 service and having systems that support, you 23 without you. We, the rate payer, the staff and
24 know, the new Chevy Volt that | believeis 24 the board has supported and completed
25 scheduled to start thisyear. 25 gignificant improvements to the community water
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1 supply and treatment transmission and storage 1 that lies below the Missouri River.
2 systems. These improvements will benefit our 2 Thisisapicture of that same
3 community for the next 50 years. 3 collector well during aflood event. Thisis
4  Thisiswhere we werein 1993. 4 another advantage of a collector well. We have
5 Quindaro water treatment plant, it was anywhere 5 overhead power. It can operate during aflood.
6 from 50 to 80 yearsold. It wasvery spread 6 It continues to draw water below the -- beneath
7 out. It wasexpensiveto operate. Very 7 the Missouri River during a drought condition.
8 expensiveto maintain. Labor intensive. We had 8 If there was a spill event on theriver, it
9 three operators per shift and itisin the 9 would probably flow right on by. It also helps
10 floodplain. Right hereitis protected by a 10 usto protect against Missouri River
11 flood wall. Still is protected by that same 11 degradation.
12 flood wall. 12 Thisisour second collector well. It
13 Inthe early 1990s we started planning 13 was completed about 2003.
14 for what to do with this treatment plant, 14 And alittle more explanation on how a
15 whether to stay there for the long run or to 15 collector well works. Thisiswhat you saw in
16 build anew plant. 16 thepicture. Thisiswhat isbelow ground. It
17 Thentheflood in 1993 hit. Thisis 17 goes down 100 feet to almost bedrock. Thisis
18 that same 14-foot high flood wall. At this 18 the aquifer and these radials go out into the
19 point it was within a couple feet of going over 19 aquifer, collect the water into the main shaft,
20 thetop of it. 20 and then it is pumped out through these pumps to
21 Thisisthe backside of that wall. The 21 our water treatment plant. And the Missouri
22 water level about right here (indicating). And 22 River isright here (indicating). The water
23 the entire treatment plant areawas literally a 23 flows down into the aquifer from the Missouri
24 war zone. We survived the flood, we stayed on 24 River so it continues to be recharged. Again,
25 line, and we suffered significant damage to our 25 thisis one of the community's most important
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1 filter building. At this point in time through 1 assets.
2 our rate payer support the decision was made to 2 Also, in approximately 2003 -- no, 2006
3 moveto adifferent site and build a new 3 we completed the Robert L. Milan Pump station.
4 treatment plant. 4 Itisa30-million gallon per day station with a
5 Andthisiswhere we aretoday. We are 5 6-million gallon reservoir. This helps us
6 at our new Nearman water treatment plant. It's 6 support growth to the west and provide storage
7 above the 500-year floodplain on a bluff. 7 for the entire system.
8 Everythingishoused in one building. The 8 Thisis5lst and Gibbs. Recently
9 laboratory, the filters, chemical feed 9 completed 2-million gallon elevated tank. Helps
10 equipment, high service pump station, reservair, 10 stabilize the pressurein this system, reduce
11 and then we have our basins out back. Thisisa 11 main breaks and provide fire protection.
12 highly efficient plant. It can operate with one 12 Sowherewe aretoday. Don has already
13 person per shift on the second or third shifts. 13 gone through this dide. Our sales are down
14 Anditisanaward winning plant. 1t was 14 approximately 18 percent from 2006. Why are
15 awarded the -- from the American Water Works 15 salesdown? Economy, weather, flat to declining
16 Association and Environmental Protection Agency |16 population, and conservation. Conservation has
17 thedirector's award for the partnership for 17 been going on in the water industry for severa
18 safe drinking water. 18 yearsnow.
19 It featurestwo horizontal collector 19  Where are we at with our BPU financial
20 wells. They arelocated on the banks of the 20 policy? Our goal isto have 1.6 times debt
21 Missouri River. | think thisis one of our most 21 service coverage, 60 days operating cash. We
22 important community assets. Each well can 22 were placed on acredit watch by our credit
23 produce 40 million gallons per day. They are 23 rating agencies. If we don't shore up our
24 thelargest in the country. They arethe 24 credit rating, thiswould lead into lower credit
25 largest because of the high productive aguifer 25 ratings which means higher borrowing costs.
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1 What have we done to cut our budget? 1 Thisis635right here (indicating). Itisthe
2 We reduced operation and maintenance by 8 2 older part of our system. Hereisthe Kansas
3 percent. We are holding 9 percent of our staff 3 River. A lot of these mains are located in the
4 positions open. Froze salaries and delayed 4 northeast and eastern parts of the county.
5 capital improvement projects on aging 5  Tota cap improvements by area, we are
6 infrastructure. 6 proposing 60 million. 55 percent of that 60
7 Water division staffing. Prior to 7 million are for systemwide improvements.
8 opening the Nearman water treatment plant in 8 Improvements that benefit everyone. 35 percent
9 2000, we had 118 authorized positions. Today we 9 arefor the eastern part of the county and 10
10 have 108, and currently we have 99 of them 10 percent for the western.
11 filled. 11 Eastern water projectsinclude Unified
12 Going forward. We need to replace 12 Government street projects, mill and overlay.
13 aging infrastructure. Our water system needs 13 When the city goes out and mill and overlay the
14 are 60 million in capital improvementsto 14 street, wetry to get out ahead of them to
15 replace outdated control systems, replace aging 15 repair anything we need to repair. So onceit
16 water distribution infrastructure, improve our 16 isdonewe're not in there tearing up the street
17 storage at the Nearman water treatment plant, 17 when thereisamain break. So we do the best
18 and implement automated meter reading which 18 job we can to coordinate with the city.
19 Bill'salready discussed. 19 | mentioned our main leak replacement
20  Aginginfrastructure. We need to 20 program. Distribution system improvements.
21 increase our funding program to replace mains 21 Service repair and replacement. Fire hydrant
22 that are 50 to 100 years old. Maintain our 22 and valve replacement. Total $21 million.
23 programsto replace old valves, hydrants and 23 And, finally, the purpose for the water
24 servicelines. Replace meters and implement 24 rateincrease. Very similar to electric,
25 automated meter reading. Replace our outdated 25 maintain our credit rating, to reduce costsin
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1 control systems and our aging fleet. We have 1 borrowing for capital improvements, improve our
2 delayed fleet replacement for four years now. 2 debt service coverage to 1.4, and operating cash
3 Thisiswhat happens with aging water 3 to45days. And support capital improvements
4 mains. You have all probably seen one. They 4 and replace our aging water distribution and
5 arevery expensiveto repair. We spend $500,000 5 control systems.
6 aonejust in pavement repair for one of these 6  And to conclude for the entire staff,
7 main breaks and well over amillion total ayear 7 reason for rate increase to improve our
8 just from repairing our main breaks. 8 liquidity and debt coverage. Support needed
9  Weaverage 600 per year. 80 percent of 9 capital projects and upgrades to aging
10 our main leaks are on 4-inch and smaller mains 10 infrastructure. Our BPU rates have been
11 that are 50 to 100 yearsold. We have 250 miles 11 constant since 2007 and below the national
12 of thesemains. Tota cost to replace them 12 average and lower than most surrounding
13 would be 66 million. Thisisan expensive 13 utilities.
14 endeavor. Wecan't doit all at once. We're 14 And now | would like to bring back
15 not proposing to spend all 66 million, but we 15 Mr. David Mehlhaff.
16 areproposing to start a 10-year program at 1.5 16 MR.MEHLHAFF: Thank you, Jm.
17 million per year to replace 35 miles of the most 17 A coupleof things. First of all,
18 deteriorated mains. Currently we only budget 18 thank you for your patience. It has been along
19 $400,000 per year. 19 night I know. We have alot to go through and
20  Thisiswhat an old 2-inch main looks 20 thisisjust part of the public hearing process.
21 like. Thisisprobably 50 yearsplus. And it 21 Wehavealot of detailsto go through, so thank
22 isvery deteriorated. And these are the types 22 you for your patience.
23 of mainsthat break and we are in need of 23 What we want to do right now is we want
24 repairing. 24 to be able to take your questions that you
25 Aot of these mains are east of 635. 25 filled out on the card. After we do that, then
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1 therewill be time for public comments after 1 Joe. Heaso doesalot of other things,

2 that from those of you that have signed in on 2 community relations and dealing with the youth

3 thissheet. If you haven't signed in yet, 3 program and so forth. Spends quite a bit of

4 please do soif you want to make some public 4 timein Topekawhen the legidatureisin

5 comments. The questions we have, we will answer 5 session. We do periodically when we need to

6 those. 6 will partner up with alobbyist firmin

7 | want to remind you the rate hearing 7 Washington to try and go after some -- we try

8 will take place again tomorrow morning at 9:00 8 hard to go after some stimulus funds. We were

9 a.m., sameroom, same place. What we will do 9 not successful inthe first round. We did get a
10 daso after that we will have amore formalized 10 STAG Grant of $500,000 that went towards water
11 detailed presentation by our partners of Black & 11 main replacement. We are aggressively pursuing
12 Veatch, and then we will go -- continue in some 12 other STAG grantsright now at thistime.
13 of thetechnical portion of the rate hearing 13 So, "When will BPU ask for another
14 process. 14 increasein salaries? Will that come out of
15  Sowe are going to take a very short, 15 thisincrease?"
16 and | mean short, becauseit isalong night, 16 Atthistimeadll salaries are frozen
17 five-minute break. And | need the management 17 and will remain so until we fed this utility is
18 staff to stay up here because | have alot of 18 in alot better position. So right now thereis
19 questions | need to distribute to you that -- 19 not even any discussion of that at this current
20 which ones are most appropriate to answer some 20 time. That isnot an option at this moment.
21 of these fine folks questions that we have. So 21 Joe, could you come answer this
22 ashort five-minute break and we will right back 22 question. You had a question on lobbyist work
23 hereat 9:05. Thank you. 23 done out there in the western part of the state.
24  THE HEARING OFFICER: Go ahead. 24 ldentify yourself please and your title.
25  MR. MEHLHAFF: Thank you, Judge. 25  MR. DICK: Joe Dick, government
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1 My nameis David Mehlhaff, public 1 affairs officer, 540 Minnesota Avenue and

2 affairsofficeat BPU. I'm goingtotry to 2 Topeka, Kansas.

3 answer quite afew of these questions. 3 Thequestionis: "Inthe past BPU

4 Conferred with the management team and want to 4 |lobbyists have rallied against the coal plant

5 thank al of those who have submitted your 5 out west in the state. Has this changed?"

6 questions and then we will begin the -- we will 6 Itnever existed. Wewereina

7 take questions -- comments from the audience, 7 monetary position for three years on that

8 thosethat filled out the card. 8 particular coal-fired plant. Infact, two years

9  "Why don't you raisethe PILOT fee 9 ago we were offered 25 megawatts of power. We
10 instead of arate increase?" 10 weregiven thefirst right of refusal of 25
11 ThePILOT fee, whatever happens with 11 megawatts with that power plant if it became --
12 that we have nothing to do with. That isa 12 if it went into existence. On that particular
13 decision made by the Unified Government, by 13 issueit was vetoed by the governor. We refused
14 their commissioners, and so that is a question 14 the 25 megawatts only because there wasn't a
15 that only they can answer. That isadecision 15 price, there wasn't a date, there wasn't atime,
16 whether that goes up and down that is entirely 16 therewasn't aplace. It wasall preliminary
17 uptothem. The PILOT feeisjust on aBPU 17 action taken by the Sunflower organization.
18 bill. Wecollect it. It isa pass-through and 18  Sothatisit.
19 that is up to the Unified Government. Thank 19 MR. MEHLHAFF: Thank you, Joe.
20 you, though. 20 "Doesthetiming of the rate increase
21 "How many lobbyists are currently 21 have anything to do with the UG being broke?"
22 employed by BPU in Washington, D.C. and Topeka?' |22  No, okay. And I think you saw by our
23 Wereally only have one lobbyist and he 23 financial situation why we are going after the
24 iskind of a part-time lobbyist and that is Joe 24 proposed rate increase right now.
25 Dick. Right thereisJoe. Raiseyour hand, 25  Wehad aquestion here that Blake |
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1 think is more of atechnical question in nature. 1 have plenty.
2 So identify yourself and repeat the question. 2 | haveaquestion, Darrell, on coal.
3 MR.ELLIOTT: Again, Blake 3 Why don't you answer that and give your name and
4 Elliott, eectric supply planning, 540 Minnesota 4 titleagain.
5 Avenue, Kansas City Board of Public Utilities. 5 MR.DORSEY: Sure. Darrell
6 Thequestionis: If you raise rates, 6 Dorsey, manager of electric production and
7 what will happen to the cost of the energy fee? 7 supply.
8 And what isthe cost of the energy fee?" 8  Questionwas: "How much are you paying
9  Again, the energy rate component which 9 for coal and how many day supply do you
10 iswhat | perceive you're asking in this 10 currently have?'
11 question istotally independent of everything 11 The short answer would be most of our
12 that we're asking for rate increases today. The 12 coal fallsdelivered price around 25 to 30
13 rateincreases today will just affect base 13 dollarsaton. Thereason | say it's ashort
14 rates. The energy rate component isjust to 14 answer iswe have multiple contracts for the
15 recover costs when we expense fuel, when we buy 15 different plants from different mines. And
16 and burn coal, when we burn natural gas, whenwe |16 those contracts go over different time periods
17 buy electricity from the wholesale market. We 17 so there'sawide range within that price range
18 collect those costs on amonthly basis. We 18 that coal falls-- pricing falsinto.
19 collect all those costs. We collect how many 19  Asfar asour day supply, | don't have
20 retail saleswe made during that particular 20 that figure with me. 1 think at Quindaro the
21 month. And thereisavery detailed calculation 21 last report | saw we have around about a 30 to
22 that happensin the forecasting and in the 22 40-day supply. Quindaro, we are alittle more
23 reconciliation of that amount. So thisis-- 23 comfortable with a smaller supply. For one
24 that feeistotally separate from the rate 24 thingitisasmaller coal yard, we can't handle
25 hearingsthat we are -- for the base rates that 25 asmuch coal, but it also can burn natural gas
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1 wearetalking about today. Again, that is 1 so0inacontingency situation we have back-up
2 totally separate. 2 fuel.
3  MR. MEHLHAFF: Thank you, Blake. 3 Nearman has probably 80 to 90 days of
4  "Haveyou considered freezing raises?' 4 coal on the ground right now. That isabout --
5 Yes, raisesare frozen. 5 | want to say we have got about 250,000 tons
6  Furloughs. At thistime, no, weare 6 giveortake. Again, | don't have the exact
7 down about as low as we can get from a staffing 7 figureswith me. But Nearman does not have a
8 level. We are down about 80 positions right now 8 back-up fuel. It can only run on coal. Sowe
9 that have already been approved in the budget. 9 try to maintain the stronger coa pile. We have
10 If we cut much -- anymore we will not be able to 10 been burning down that coal pile over the last
11 service our community from an electric and water 11 few years. Well bring it down alittle further
12 standpoint. 12 yet thisyear with our current plans.
13 "Havewe considered changing health 13  MR. MEHLHAFF: Thank you,
14 care coverage for BPU employees?" 14 Darrell.
15 Atthistimewearein very sensitive 15 "How many people in Kansas City,
16 union talks, at the very front end of that, and 16 Kansas, take or read the Kansas Star or
17 that will probably be part of that but it's too 17 Wyandotte West?'
18 early totell. Thank you. 18 | realy don't know. But "Why don't
19  "What will the rate increase go for?" 19 you mail thisinfo," and | think what they maybe
20 | think we shared that with you this 20 mean asfar astherate hearing information in
21 evening in very much detail. And, also, itis 21 thebills. That is something we did not do.
22 inthose leave-behind pieces. If you need more 22 Did not choose to do merely from an expense
23 of those to take to your friends and neighbors, 23 standpoint, but let me tell you what we did do.
24 by al meanstake them with you. And also the 24  What we haveto do legally is post the
25 frequently asked questions, if we need more, | 25 meeting notice and the publication of record,
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1 whichinthisareaisthe Echo. Wedid that. 1 towest. Right now | feel likewe arein very
2 We also purchased an ad space in the Kansas City 2 good shape with our infrastructure to support
3 Star. We also sent out a news release that was 3 anything that is going to happen out west. When
4 carried by all four television stationsin this 4 anew development goesin out west, the
5 market. And also two radio stationsin the 5 developer paysfor that main. BPU does not pay
6 market, | did interviews with them. The Unified 6 for that, the developer paysfor that.
7 Government ran it on their website and several 7 Also-- oh, excuse me. Asfar asnew
8 timeson their electronic newsd etter, reran it 8 facilitiesin the future, we have -- the
9 on our website. The KC Kansan, Kansas City 9 magjority of our infrastructure needs are for
10 Kansan, ran it on their website. 10 replacement. We do have one new 4-million
11 And so wedid alot more than what we 11 galon reservoir we are requesting at the
12 wererequired to do to get the word out as best 12 Nearman water treatment plant. Andthat is
13 aswe can and that iswhat we did there. The 13 because we are trying to get our total storage
14 Kansas City, Kansan and the website, itison 14 up to standard with our treatment plant
15 line. All right. 15 capacity. It isnot because of any new growth.
16  Jim Epp, there was one here | think 16 We are not projecting any new growth in our --
17 that was multiple questions. So why don't you 17 asfar aspopulation, net population growth, in
18 go through the questions and identify yourself, 18 our cost of service study. Very little. But it
19 please. 19 isto bring our storage up to 10 percent total
20  MR. EPP: Jim Epp, manager of 20 of our treatment capacity. Thiswill allow us
21 water operations. 21 to do some more demand side management with our
22 Three questions, multi parts. "Using 22 pumping, similar to what WaterOne does. Also
23 the average monthly water bill supplied by BPU 23 provides storage for our cooling tower and
24 asabase, if BPU'srates are already 21 percent 24 storage for black star condition if we should
25 higher than WaterOne's, why do we need even 25 ever experience that down at Nearman.
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1 larger increases over the next few years?" 1 Third. "Arethe rates higher because
2 Our system is older than WaterOne's. 2 growth isn't paying itsfair share? Isgrowth
3 Our infrastructure is 50 to 100 years old. We 3 paying for growth?"
4 have had no increase -- net increase in our 4 Again, new developments, the mains are
5 population. We have had to completely replace 5 paid for by the developers. We do have asystem
6 our water treatment facility, new plant, new 6 development fee. It's not quite as high as
7 supply, new transmission coming out of the 7 WaterOne but it's fairly significant for new
8 plant. 8 meters.
9  Again, | want to thank the rate payers 9  Hopefully that answered your question.
10 for the support. We have something that we can 10 Okay, thank you, sir. Very good questions.
11 be very proud of and will last for 50 yearsinto 11 MR. MEHLHAFF: Thank you, Jim.
12 thefuture. But we have had to face the 12 Couple more questions left here. "How
13 replacement of aging infrastructure much sooner 13 much did the Black & Veatch study cost? Who
14 than WaterOne has. 14 paid for the cost?'
15  Plus WaterOne has experienced a net 15 It came out of our operating budget.
16 increase in population. They have more 16 We arerequired to do a cost of service study
17 customersto help pay for their infrastructure 17 every threeyears. We have not done one since
18 needs and we are much older than they are. So | 18 2003. What it did cost, I'll be honest, it cost
19 hopethat is an adequate answer to that 19 $270,000 over atwo-year period. That iswhat
20 question. 20 it cost.
21 Two, "Arethe higher ratesto pay for 21 "Isit true that peoplein the service
22 debt services related to new facilities needed 22 department make $65,000 a year?'
23 because of growth?" 23 Yes. We have linemen who have
24  Again, we have got no net increasein 24 extremely dangerousjobs. They are up therein
25 our population. We do have a shifting from east 25 extreme conditions. And engineers who have
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1 years and years of experience, that iswhat they 1 the hearing isfor public comments or statements
2 make. 2 other than those that have submitted written
3 "How can the board make a decision when 3 questions. Theindividuals who have signed up
4 they do not attend the meetings?" 4 on the sign-up sheet will be called in the order
5  Theboard will make the decision 5 that they have entered their names on the
6 because they will be getting all the transcript, 6 sign-up sheet. | ask you as| call your name,
7 al the documents. They arein the loop 7 please restate your name and address, and then
8 continually. They get feedback. They have gone 8 you can make your statement or comment. And go
9 to some of the community forums. They get 9 to the podium, please, so that everybody can
10 feedback on their own in talking to peoplein 10 hear you.
11 the community. They are not allowed to speak 11 Thefirst individua on the sign-up
12 out on theissue. They need to gather 12 sheet isBob Sixta. Mr. Sixta, will you go to
13 information. Once they gather information, then 13 the podium, please. Andtell usyour full name
14 they will make their decision on the rate issue. 14 and address.
15 But they arewell informed. Thisisan active 15 MR. SIXTA: My nameis Robert Lee
16 board and they are talking to people all the 16 Sixta. ThatisS, asin Sam, I-X-T-A. | live
17 time. Staff, they have sat in, reviewed the 17 at 405 North 17th Street in KCK. My guestion
18 cost of service study. So they arein the loop 18 has aready been submitted in awritten one. It
19 and that is what we have had. 19 has already been answered. Thank you.
20  We have four of our board members here 20 THE HEARING OFFICER: Thank you,
21 tonight and | know we will have more tomorrow. 21 dgir.
22 We had five tonight total and they will aso be 22 THE WITNESS: The next individual
23 getting this transcript and a lot of other 23 onthe sign-up sheet is Donald Turner. And,
24 information. They -- trust me, this board won't 24 Mr. Turner, would you go to the podium. State
25 make adecision until they're really well 25 your -- restate your name and address, please.
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1 informed because they ask alot of great 1 MR. TURNER: Donald Turner, and |
2 questions al thetime. 2 liveat 4110 North 60th Street. No. 1, | can't
3 "How much will thiswindfall of the 3 get astraight answer when | call down there. |
4 windfal will UG see from this rate increase?" 4 got two BPU hills because | have two light
5 | think probably somebody is referring 5 meters at my house. One saysthat -- they're
6 tothe PILOT. And thisisonly an estimate. In 6 both the same size. One answer got, oh, you're
7 2010, it would be about $550,000 in electric, 7 commercial. 1'm not commercial.
8 170,000 in water. And that would be what we 8 THE HEARING OFFICER: Tell you
9 estimate at thistime. 9 what, Mr. Turner, thisis-- | don't think this
10 UNKNOWN SPEAKER: In addition to? 10 istheforum to address your billing issues that
11 UNKNOWN SPEAKER: Yes. 11 you have. | know they're very important to you,
12 MR. MEHLHAFF: That iswith the 12 but --
13 increase. 13  MR. TURNER: Yes, they are.
14  Thank you for everyone submitting 14 THE HEARING OFFICER: -- this
15 questions. Appreciateit. Wedid our best to 15 proceeding is-- concerns the proposed BPU rate
16 answer them as honestly aswe can. And I'm 16 increase. And | think that there are some
17 always availableif you have further questions. 17 customer service individuals here that perhaps
18 Like Jim said at the end, contact me any time. 18 could help you at the end of this hearing, and
19 | will do my best to get you the answers or get 19 that is Johnetta Hinson and Nan Wolfe. Could
20 you to people who do. 20 you stand up, please, Ms. Wolfe and Ms. Hinson.
21 You're Honor, this concludes our 21 And maybe you could talk -- Mr. Turner, maybe
22 portion. I'll turn it over to you. 22 you could talk to them when we are finished
23 THE HEARING OFFICER: Thank you 23 here.
24 very much. 24  MR. TURNER: Okay. | havegot a
25 Ladiesand gentlemen, this portion of 25 statement to make.
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1 THE HEARING OFFICER: All right. 1 please, to the podium and restate your name and
2  MR.TURNER: There-- don't 2 address.
3 forget, there are alot of homes being repo'd or 3 MR. TIMMONS: I'm Robert Timmons.
4 closed out that was customers. They're not now. 4 401 Pleasanton Road with Central Solutionsin
5 And asenior citizen here cannot afford anymore 5 the Fairfax district.
6 thing added on to them. They have ahard time 6 Thisrateincreaseisgoing to be very
7 making the bill at thispoint what it is. A gas 7 burdensome on our business. We area
8 serviceman was out to my house, one of my 8 manufacturing facility. We use lots of your
9 houses. | told him to shut the gas off. He 9 electricity and lots of your water. Asfar as
10 said, well, | got to be moving along. | got 10 your aging infrastructure goes, poor management
11 four houses here that | have got to shut off the 11 shouldn't be put onto your customers.
12 gas because they haven't paid their bill. That 12 Infrastructure in my building has to be planned
13 isjust onetime. 13 for and paid for. | can't go for that 23to a
14  Soyou ought to stop to think about the 14 35 percent increase on our product because we
15 senior citizen. Itishurting them. I'm -- the 15 need to replace afire line or we need to
16 only thing that I can depend on is my monthly 16 install mandatory backflow preventerson fire
17 retirement check and my wife's. We didn't get 17 lines. | don't think that it is thought through
18 any COLA thisyear, Social Security or civil 18 very well. And | think if you're going to do a
19 service. But you heist up -- the sales tax 19 23to 35 percent increase, not including the
20 increase was voted in the other day. So | think 20 surcharges, | think it should have been spread
21 that that ought to be taken into consideration 21 out over alonger period of time. Four yearsis
22 for senior citizens. There are severa senior 22 just too quick for that big of an increase.
23 citizensin here, and | have been a senior 23 Thank you.
24 citizen for several years. 24  THE HEARING OFFICER: Thank you,
25  THE HEARING OFFICER: Not that 25 dir.
Page 106 Page 108
1 long. 1 Thenext individua on the sign-up
2 MR. TURNER: What was that 2 sheet isMichael Buhr, B-U-H-R. Mr. Buhr.
3 comment? 3 MR.BAHR: B-A-H-R, it's Bahr.
4  THE HEARING OFFICER: | said not 4  THE HEARING OFFICER: Bahr.
5 that long, Mr. Turner. 5 Sorry Mr. Bahr.
6 MR. TURNER: Y ou probably 6 MR.BAHR: My nameis Michael
7 wouldn't believe me. | remember -- | remember 7 Bahr. | liveat 1416 Tauromee. I'velived
8 the depression back in the 30s. Infact, | got 8 therefor 35 years.
9 out and hoed the corn for adollar aday. | 9 | havealittle bit to say about this
10 very well remember that. | worked horses and 10 increase. Thisisn't theright timefor BPU to
11 mules, so you can draw from that. 11 raise any rates. Information obtained from the
12 But that iswhat I'm saying, itis 12 public library by calling the reference desk
13 hurtful. Itishurting us senior citizens by no 13 about unemployment in Wyandotte County. From
14 means. That isthe reason some of us are 14 the United States Bureau of Statistics, the
15 already getting their gas cut off and | don't 15 unemployment rate in March 2010 in Wyandotte
16 know how many for power -- or electricity. 16 County is10.6 percent. That meansthereis
17  So, asl said, | got two meters at my 17 over one out of ten out of work in Wyandotte
18 housethat | would liketo get a straight 18 county.
19 accurate answer onit. There. 19  City employees have to take one day off
20 THE HEARING OFFICER: Thank you, 20 each month. Some state courts have had rooms,
21 Mr. Turner. 21 courtrooms close one day aweek for three weeks
22 MR. TURNER: Okay. 22 inarow. The growth of Kansas City, Kansas, at
23 THE HEARING OFFICER: The next 23 the Legends has helped me until January of 20009.
24 individual on the sign-up sheet is Robert 24 | work construction. | have been a
25 Timmons. Mr. Timmons, would you come up, 25 superintendent for one of the major construction
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1 companiesin the Kansas City area, 1 THE HEARING OFFICER: Thank you,
2 Miller-Stauch. Well, when the bottom fell out 2 Mr. Bahr.
3 of the economy, that construction company lost 3  MR.BAHR: Thank you for your
4 al of its superintendents. They took the 4 time.
5 people that were in the office and put them out 5 THE HEARING OFFICER: The next
6 inthefield. That put me out of ajob. 6 individual on the sign-up sheet is Norm Scott.
7 I'veapplied at Black & Veatch on a 7 And Mr. Scott, are you here? Apparently not.
8 couple of jobs. A lot of timesyou guys don't 8 Thereisa-- Mr. Yarnell, I'm going to
9 post where the jobs are located. 1've probably 9 come back to you since you're one of the
10 applied threetimes. 10 intervenors.
11 Growthin Kansas City, Kansas, at the 11 Thenextindividua is Carol O'Neal.
12 Legends has helped me, like | said, until 12 IsCarol O'Neal here?
13 January 2009. And | waslaid off because of 13 Thelast person on the sign-up sheet is
14 lack of work. That wasthe first timein 37 14 Marilyn While.
15 yearsthat | haven't worked in the summer going 15  MS. WHITE: White.
16 intothefall in 37 years. That ishow bad this 16 THE HEARING OFFICER: White. I'm
17 economy has been. Isright now. Anditisnot 17 sorry, Ms. White.
18 getting better. People are saying it isgetting 18 MS WHITE: Sorry. My
19 better. Go look for ajob in the construction 19 handwriting has gotten kind of bad as | have
20 field. Itisnot getting better. People want 20 gotten older.
21 to pay you half of what you were making. 21 THE HEARING OFFICER: It ismy
22 | have been off work for ayear and two 22 eyes.
23 months. |I've sent out over 200 resumes, cover 23 MS. WHITE: My nameis Marilyn
24 letters and detail project lists. Growth in 24 Whiteand I livein your backyard, 614
25 Kansas City, hasit helped at the Legends? Has 25 Washington Boulevard.
Page 110 Page 112
1 it helped BPU any? By the way you guystalk it 1 | canlook out, you know, of my porch
2 hasn't helped anything. | mean, that is what 2 and look out and see BPU from my front yard.
3 I'm getting from you. But the growth isn't 3 Anditisvery distressing sometimes, you know,
4 doing us any good out there. Hasn't done any 4 when I'm at home trying to relax and storms come
5 good as far as unemployment. 5 or even the wind sometimes blows very hard and
6 Haveyou thought about reducing the pay 6 my electricity goesout. | can hear the
7 for some of your people? The government has 7 transformers blow. Hasn't happened lately
8 reduced pay. They took aday away aweek or a 8 because the last person you sent obviously knew
9 month from them. | know you said you held off 9 what he was doing because for at least | would
10 on hiring. Who isgoing to do all thiswork you 10 say four months or so | have had electricity no
11 aretalking about? Aren't you going to haveto 11 matter what the weather did. So | think that --
12 hire somebody to do that? Can you do it with 12 you know, I'd give you his name but | don't
13 the people you have now? | don't know. 13 think I will. That you really should be happy
14  Toreduce some of your costs, you could 14 that you have such a good employee.
15 look around at thisroom. Those doors right 15  Also, | just want to say that, you
16 over there. Who needs 8 foot doorsin a 16 know, I'm asenior citizen. | am on afixed
17 conference room. That takes four hingesto 17 income and | have been able to manage my utility
18 hang. Most doorsare 7 foot. It takesthree 18 bills, you know, the ones that come. But, you
19 hingesto hang. | know, I'm acarpenter. I'ma 19 know, the utility bills keep going up and up.
20 superintendent. 20 I'm-- part of my daily, monthly living is
21 Same thing with this door, you're 21 supplemented by Social Security. And asyou
22 talking about cost. Look around you, you can 22 know, the good congressmen in Washington D.C.
23 cut out cost if you want to. You just have to 23 did not give usa cost of living wage because
24 look. 24 the cost of living didn't go up, it went down
25 That'sal | haveto say. 25 for us, not for them. And they make for alot
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1 more money than | do. 1 electric bill isgoing up 36 percent over the
2 | amvery uptight about the fact that 2 next fiveyears. That isatremendous increase.
3 the Unified Government is tacking their bills 3 That is-- right now we are paying 145 dollars
4 onto the BPU bill, and, therefore, you are going 4 and some odd -- 149 dollars and some odd cents.
5 toget alot of hell that the BPU -- that the 5 We are probably going to be paying around 200
6 Unified Government should be getting. But, you 6 within the next five years.
7 know, | guess you have -- don't have any control 7 My husband is about to retire. Heis
8 over that. But | want you to know to let them 8 the only one who is making the living for us
9 know that Marilyn said she doesn't like it 9 right now. We are going to barely be able to
10 because | think everybody ought to pay their own 10 makeit. And thenif the other utilitieslike
11 way themselves and the public ought to know 11 AT&T and Kansas Gas Service go up, we are going
12 exactly what the Unified Government is doing. 12 to bevery hard put to make the bills. We are
13 Also, I'm alittle bit uptight, just 13 hard put to make them right now. And personally
14 like the gentleman said, about all of this 14 I'mworried.
15 so-called economic status stuff that is coming 15  Also, they're talking about controlling
16 to West Village, Village West. | -- wejust -- 16 the customer load. Okay, | have allergies
17 the Unified Government just gave them atax 17 during the summer and during the heat. | need
18 break. Neil Harrison and Warren Buffet do not 18 to have air conditioning to help filter the air
19 need tax breaks. They could buy themselves this 19 when it getsrea bad.
20 whole building many, many times over and 20  Plusl have deep apnea. | haveto --
21 probably all of ushere. 21 | have aCPAP machine | must use. They tell me
22 Andl think it'sareally -- and, you 22 I'm one of the worst cases they've ever seen.
23 know, | guess dam is not really a bad word. | 23 My husband has sleep apnea. We have to have
24 think it is a dam shame that people like me who 24 those machines and they are going to use power.
25 are on the lower end of the economy who have 25 And they're going to tell us how much we can
Page 114 Page 116
1 scrimped and saved al their livesto work and 1 use. Does this mean that we have to either go
2 try to save money. | save money. | till save 2 without air conditioning or go without our CPAP
3 money to this day out of the wagesthat | get 3 machine in order to go to the power level they
4 every month that | earned, by theway. And | 4 want? Or are we going to have some place where
5 think I'm doing pretty good, but | really resent 5 we can call and say, hey, we need this certain
6 thefact that these -- the people are making hay 6 amount of power, can we get it? Orisit just
7 off of my dough, the money that | earned when | 7 going to be cut off because they think we are
8 could beusing it for myself. | really think 8 using too much? | mean, for people that use an
9 that, you know, lifeisnot fair. | don't know 9 extraamount of power that don't really need it,
10 if it ever will be, but | think that the person 10 like at Christmastime with too many lights, |
11 on the lower end of the economic scaleisreally 11 understand. But for medical reasons, this
12 getting beat up more and more every day. And, 12 scaresme. People may need it for medical
13 you know, it can't keep happening, although | 13 reasons. But all you're talking about is
14 think it will. 14 controlling the load.
15  Thank you. 15 And asfar asall these expenses are
16 THE HEARING OFFICER: Thank you, 16 concerned for new telephone poles and stuff and
17 Mrs. White. 17 the services, | understand trimming the trees.
18  Ms. Sixta, I'm sorry, | overlooked your 18 Grass cutting, put decorative rocks out and make
19 name. Pleaserestate your name and address. 19 adesign saying BPU in the front yard or the
20 MS. SIXTA: Mary Sue Sixta. 405 20 office or something and cut down on maintenance
21 North 17th Street. 21 and how much it coststo cut the grass. Do
22 My comments are that when the lady was 22 littlethingslike this and it would improve
23 talking and the screen was up and they showed 23 entirely.
24 some of theincreases, | wanted to calcul ated 24  Also, | know this has been discussed in
25 BPU water isgoing up 45 percent and the 25 the past, what about investing in a company that
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1 hastherotariesthat produce electrical power, 1 | want to thank everyone for coming.

2 possibly putting them on the houses. Charging 2 Appreciate your time. | know it's been along

3 -- renting the equipment to the customer and 3 night. We thank you for your business. Thank

4 then charging to maintain the equipment. 4 you. God bless.

5 California has a county that has done this. 5 THE HEARING OFFICER: Thank you

6 They got so spread out they couldn't get 6 very much. We're adjourned.

7 €electricity to everybody. So the houses out 7  (Hearing commenced at 9:46 p.m.)

8 where they had trouble getting electricity to -- 8

9 thewiresto them, they put an electrical system 9
10 on the house to generate the electricity by 10
11 themselves. Thisisjust anidea, but it might 11
12 cut costs to rent the equipment and maintain it. 12
13 You are saying you are having trouble getting 13
14 electricity to everyone. Thisis something you 14
15 might want to consider. 15
16  Cableisdoing real goodfor TV. Maybe 16
17 BPU would do real good doing this at |east out 17
18 in rural areas where you have to go so far out 18
19 to get the power out there. 19
20  Thank you. 20
21 THE HEARING OFFICER: Thank you, 21
22 Ms. Sixta 22
23 Arethere any board members present 23
24 that would like to comment or say anything? 24
25  (Noresponse.) 25

Page 118 Page 120

1 THE HEARING OFFICER: Asto the 1 CERTI FI CATE

2 intervenors, Mr. Yarnell, would you -- do you 2

3 have anything you would like to say? If you 3 | Katie L. Albold, a Certified

4 would, please, go to the podium and state your

5 full name and address. 4 shorthand Reporter of the State of Kansas, do

6 MR.YARNELL: My nameisRick 5 hereby certify that | appeared at the time and

7 Yarnell, 2424 NebraskaCourt, Kansas City' 6 place first hereinbefore set forth, that | took

8 Kansas. | havefiled written testimony and _ _ _

9 intervening with Kthy Peters and | expected 7 down in shorthand the entire proceedings had at
10 discussions with her tonight that | will 8 said time and place, and that the foregoing
11 prObably have modifications to the wordi ng that 9 constitutes a true, correct, and conplete
12 | have submitted tonight and | will have that 10 _ . 4 short hand
13 ready for tomorrow at the hearing at that point. transcript of my said shorthand notes.

14 THE HEARING OFFICER: All right. 11

15 MR. YARNELL: Thank you. 12

16 THE HEARING OFFICER: Any other 13

17 intervenorsthat are present that would liketo

18 make a statement? 14

19  Closing comments by the BPU. 15 Katie L. Al bold
20 MR.MEHLHAFF: | just want to _ 16 CSR #1510, OCR #910, RPR
21 remind everyone tomorrow morning we'll pick up

22 again with the rate hearing. Same presentation 17

23 you saw that was presented today, and will have 18

24 an extended Black & Veatch presentation, again, 19

25 to thetechnical portion here at nine o'clock.
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(Hearing commenced at 7:00 p.m)
(Exhibit BPU 1 was nar ked for
i dentification.)

THE HEARI NG OFFI CER: Ladi es and
gentl enen, this is the May 2010 Board of Public
Utilities rate hearing with regard to their
request of rate increases. M nane is Phillip
Carson and I'mthe hearing officer presiding
over these public hearings.

If any of the nmenbers of the public
W sh to speak -- excuse ne -- on the public
portion of this hearing, please if you haven't
al ready done so, please sign in on the sign-in
sheet with this lady right here. Thank you.
Ms. Peters.

MS. PETERS: M. Carson, |I'm
Kat hy Peters, rate hearing for the BPU.

THE HEARI NG OFFI CER:  Thank you.

Have any petitions for intervention
been received?

MS. PETERS: Yes. As Randy
ating wll testify, we have received petitions
for intervention that were tinely filed on the
behal f of the | arge custoner group of BPU

currently consisting of General Mdtors, Giffin
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Wheel , Kansas University Medical Center,

Onens- Cor ni ng and WaterOne. Al so Subur ban

Water, Inc., doing business as Suburban Water

conpany. And also R ck Yarnell, an individual.
THE HEARI NG OFFI CER: Are

there -- thank you, Ms. Peters.

Are there any attorneys for the
I ntervenors that are present? |If so, please
enter your appearance.

No attorneys present on behalf of the
i nt ervenors, okay.

Are there any intervenors that are
personally present on behalf of thensel ves or
their conpanies? |f so, please enter your
appear ance.

MR YARNELL: | am

THE HEARI NG OFFI CER:  You ar e,
sir?

MR. YARNELL: M nane is Rick
Yar nel | .

THE HEARI NG OFFI CER:  Your
addr ess, pl ease.

MR YARNELL: 2424 Nebr aska
Court, Kansas Cty, Kansas.

THE HEARI NG OFFI CER:  Are you
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represented by an attorney in this matter?

MS. PETERS: | am not.

THE HEARI NG OFFI CER: Anyone
el se?

M5. KRAUSE: | am Laurie Krause
w t h Wat er One.

THE HEARI NG OFFI CER:  And t he
address of Water One, pl ease?

M5. KRAUSE: OCh, that is really a
good questi on.

THE HEARI NG OFFI CER.  Ckay. I
know it is everywhere. All right.

MS. KRAUSE: The adm n
headquarters is -- I'mtrying to renenber.
10744 Lenexa.

THE HEARI NG OFFI CER:  Thank you.

Any ot her intervenors that are present
t hat have not entered their appearance? Al
ri ght.

Ms. Peters, I'mgoing to turn the
proceedi ng over to you at this point.

MS. PETERS: And | would like to
call on M. David Mehl haff, BPU s public
I nformation officer.

MR. MEHLHAFF: Thank you, Kat hy.
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I*'m David Mehl haff, public affairs
officer for the Board of Public Uilities.

We appreciate you taking your time to
be here at this public hearing. W thank you
for being our custoners and we do appreciate
your busi ness.

We ask that you turn off your cel
phones and pagers or turn themto vibrate at
this tine. If you need to use the restroom it
is right out in the hallway out here. R ght out
the door to your imediate right. |If you w sh
to speak and nake conmments at this hearing, sign
your nane and address on the sign-in sheet
that's just inside the door. Also, if you would

li ke to ask a question after our presentations,

fill out a card with your question and place it
in the box in the hallway. |[If you need sone
cards, let ne know and | wll nmake sure to get

sone to you or you can get them from Jenny over
here. She has cards and pencils and fill those
out .

We are going to hear presentations from
a nunber of people. | would like to introduce
those folks to you at this tinme. First of all,

before | do that, we do have two of our board
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menbers present. W have three of them John
Pettey, our vice-president; Mary Gonzal es; and
our president, Loretta Col onbel. Thank you for
coming. They are here to observe and to gather
all the information they can through this
process.

Kat hryn Peters, you just heard from
she is our attorney wth Kutak Rock, LLP,
representing BPU. She has been with us through
our rate hearing process since 1980. The
follow ng staff nenbers will be speaking this
eveni ng: Don Gay, our general manager; Lori
Austin, manager of accounting and fi nance and
our chief financial officer; Peggy Howe w th
Bl ack & Veatch, an international consultant,
managenment consultant, and engi neering firm
You will hear nore about them | ater.

Bl ake Elliott, our director of electric
supply planning. Darrell Dorsey, nanager of
el ectric production and supply. Bill Johnson,
manager of electric operations. And, finally,
Ji m Epp, nmanager of water operations an acting
chief admi nistrative officer.

Also, | want to remind you that the

sane rate hearing wll take place tonorrow
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norni ng, sane roomat 9:00 a.m After that, we
w il then have a detailed presentation by Bl ack
& Veatch. You will hear nore about themin a
little bit. They will be part of this
presentation but a | engthier presentation on the
cost of service study, and that wll be
tomorrow. So we will have nore information
about that later. Again, if you have questi ons
l et nme know.

At this time, | would like to introduce
-- hand the mc back off to Kathryn Peters from
Kut ak Rock. Kat hryn.

MS. PETERS: We al so have sone
fol ks fromBlack & Veatch present with us. And
a few of themw || speak tonorrow as
M. Mehl haff nentioned. Peggy Howe will al so
speak tonight. Peggy Howe with Bl ack & Veatch,
Ed Overcast, Craig Brown and Anna Wite.

The BPU has set the public hearing for
t he purpose of discussing BPU s revenue
requi renments and the proposed changes to the BPU
rates to recover nore revenues in order to neet
our cost requirenents. The format of the
hearing is that BPU began by having Bl ack &

Veat ch conduct cost of service studies in
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electric and in water. The BPU received the
cost of service study reports from Bl ack &
Veatch and follow ng that BPU published the
90-day notice of public hearing that is required
by the charter ordi nance.

The format of the hearing is that we
wll present to you by the BPU staff a nunber of
the reasons for the public hearing request, why
revenues are needed, what the proposed changes
in the rates are going to be, what things the
BPU has done to cut its costs before requesting
a rate increase, what the various capital needs
are of the electric and the water operations,
and several things about BPU s overall financial
condition that leads to this rate request.

There will be a PowerPoi nt presentation
by BPU and all of the things that the BPU is
sayi ng here today are being taken down by a
court reporter. So, when it cones your tine to
speak, speak slowy and distinctly so the court
reporter can take down your words as will the
BPU staff.

The Power Poi nt presentation, the
exhi bits, all of the proceedi ngs, the things

that our intervening custoners have to say wll
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all be presented to the board and they will make
a deci sion based on all of the evidence. There
wi Il be no decision by the board until they have
received all of the evidence. And that wl|

I ncl ude things that you say in the public
comment portion that will follow the question
period which will follow the BPU s presentation.

The BPU has two phases of the public
hearing. W have the public comment portion,
and as M. Mehl haff indicated, we are naking a
presentation tonight. There will be a very
simlar presentation tonorrow norning. 1In
addition, tonmorrow norning Black & Veatch w ||
give a lengthy explanation of the cost of
service report.

Fol |l ow ng the public presentation,
there will be a technical portion. W have
custoners who have intervened in this
proceeding. W wll be continuing the technical
portion of the hearing to have further
di scussions with our intervening custoners. W
expect that the initial rate recommendati on w ||
be made to the board sonetine toward the end of
May, early part of June. W expect that final

recommendations wll be made to the board toward

10
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the end of this year. And, again, nothing wll
happen until recommendati ons are nade to the
board and the board nmakes its final decision.

Board nmenbers may be present in the
audi ence to listen today. |If they are not here
t oday, again, the court reporter wll be taking
down everything that everyone says, and all of
this information will be provided to all of the
board nmenbers before they nake their deci sion.

M. Carson, | would like to ask you, if
you could, to have all of the BPU and the Bl ack
& Veatch witnesses who are going to testify or
make presentations be sworn in. And | would
repeat that is M. Blake Elliott, Darrel
Dorsey, Don Gray, Peggy Howe, Randy OQting, Lori
Austin, Bill Johnson, Jim Epp, Anna White, Craig
Brown, and Ed Overcast.

THE HEARI NG OFFI CER: Al l right.
Thank you.

Those of you that were just nanmed and
who are going to speak or make a presentati on,
pl ease rai se your right hands. Do you swear or
affirmto tell the truth, the whole truth and
not hi ng but the truth?

(BPU and Bl ack & Veatch

11
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presenters answered affirmatively | do.)

THE HEARI NG OFFI CER:  Thank you.

M5. PETERS: And | would like to
ask -- | would like to ask Randy Oting to join
nme.

MR OITING  Sure.

MS. PETERS: M. Carson, at this
time Randy Oting would Iike to give the
evi dence that notice of public hearing was given
I n accordance with charter ordi nance.

THE HEARI NG OFFI CER.  CGo ahead,

MR OITING Yes, we have filed
our February 1st, 2010 in the Kansas Gty Star.

MS. PETERS: And, M. OQting, |
amgoing to read you a few questions. Please
state your nanme and your business address.

MR OTTING Randy Qtting, 540
M nnesota Avenue, Kansas City, Kansas 66101.

MS. PETERS: Wat is your
occupati on?

MR OITING |I'mthe director of
accounti ng.

MS. PETERS: What are your

responsibilities relating to the current

12
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electric and water rate hearing with regard to
publication and notice of public hearing
di ssem nation of information to the public?

MR OITING | was the primary
contact person with the public with regard to
information, and | was al so responsi ble for
maki ng sure that the notice of hearing was
publ i shed tinely.

MS. PETERS: D d the BPU board
direct staff to set a public hearing on the rate
pr oposal ?

MR OITING Yes.

MS. PETERS: Please |list the
dates and pl aces of publication of notice of
publ i ¢ heari ng.

MR OITING February 1st, 2010,
Kansas City Star. February 4th, 2010, Wandotte
West. February 4th, 2010, Piper Press.

February 4th, 2010, the Wandotte Echo.

MS. PETERS: Could you go ahead
and read the noti ces.

MR OITING Sure. The notice of
hearing and the affidavits are on file with the
BPU and avail abl e for revi ew upon request. The

affidavit of publication in the Kansas City Star

13
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was on February 1st, 2010, which provided the
90-day notice required by statute. This
docunent is presented and filed as Exhibit 1,
BPU- 1.

MS. PETERS: And you have BPU-1
t here?

MR OITING Yes.

MS. PETERS: M. Carson, | would
li ke to have introduced at this tine BPU Exhibit
1, affidavit of publication.

THE HEARI NG OFFI CER: Al l right.
It is accepted and adnmitted into evidence and |
find that the 90-day notice requirenent required
by the charter ordi nance has been fulfill ed.

MS. PETERS: Thank you, sir.

M. OQting, were any petitions for

intervention filed with you?

MR OITING Yes. W had three
on March 3rd, 2010. M. R ck Yarnell, an
I ndi vidual . March 15th, 2010, Suburban Water, a
whol esal e water custoner. March 30 -- |I'm
sorry, March 17th, 2010, we had intervention
with the BPU | arge customer group which consists
of General Mdtors, Giffin Weel, Kansas

Uni versity Medical Center, Oanens-Corning and
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Wat er One.
MS. PETERS: Thank you,
M. Qting.

And, M. Carson, | note that all of the
petitions for intervention were filed before
March 19th which was the cut-off date for filing
petitions of intervention.

THE HEARI NG OFFI CER: Al l right.

MS. PETERS: And any ot her
exhi bits and testinony of the BPU and Bl ack &
Veatch we will introduce into evidence at the
conclusion of the public portion or the
techni cal portion, sir.

THE HEARI NG OFFI CER: Al l right.

MS. PETERS: | would like to at
this tinme turn the floor over to BPU to nake its
public presentation, and | wll introduce M.
Don Gray, general nmnager of the Board of Public
Uilities.

MR, GRAY: Thank you, Kathy.

Good eveni ng everyone.

First of all, I want to wel cone all of
you that are here this evening. W very mnuch
appreci ate you being a wtness and bei ng

i nvolved in our rate hearing process. | think

15
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it is very inportant and | appreciate and
respect very nuch that you are here.

As you know, asking our custoners,
asking you to consider allowing us to raise
rates is never easy. In fact, | don't know if
there is ever a good tine to ask for a rate
I ncrease. However, | just want to say that
staff and | are commtted to keeping our rates
as | ow as possi bl e.

And also with that, we are trying to do
a better job at inform ng our custoners and
giving theminformati on on how they can better
manage their energy and water. And we have got
in all of the chairs information but included
with the information are these cards that give
useful tips on water and energy usage. And,
al so, on the bottomof the card is our website
| ocati on where you can get additiona
information. And, also, you can contact the BPU
office through David Mehl haff, our public
affairs officer, who you net earlier who can
al so get information for you.

As was stated earlier, this is going to
be a | engthy presentation. W have a | ot of

staff that will be involved in giving technical

16
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portions of this rate hearing as to not only why
we need the rate increases but what we plan to

do with the additional resources.

So, with that, | would like to start
off by nentioning that | will give an overview
and I will primarily tal k about our planning

process, historical trends, controlling cost,
and our rate conparisons. And then staff wll
follow with the renmai nder of the rate hearing
process, cost of service, proposed rates,

pur pose of the rate increase, and the
conclusion. And, also, with staff, as was
nmentioned earlier, we have key technical support
from Bl ack & Veatch engi neering which is an

i nternationally known engi neeri ng conpany who
hel ped us with our cost of service and rate
desi gn wor K.

I n our planning process, the m ssion of
the utility is "To focus on the needs of our
custonmers, to inprove the quality of life in our
community while pronoting safe, reliable and
sustainable utilities.” W are driven by a --
primarily by our strategic plan and then w thin
that strategic plan we have our key 20-year

electric and water master plans which are the
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primary planning tools that we use.

This is where our chall enges are
| ooki ng at our historical trends. Qur cash on
hand recently, what that has been show ng. Qur
electric sales as well as our water sales.

Qur cash on hand since 2004 has been
dropping at a pretty rapid pace. Wat this
represents on the 2009, we showa little over 25
mllion in cash. That may seem|li ke a | ot but
it takes roughly 17 to 20 mllion a nonth to
operate the organi zation. So, as you can see,
we would like to have ideally about 60 days in
reserves. And we have been runni ng anywhere
from 23 days to 40 days recently. And that puts
us dangerously low as far as our liquidity
position is concerned.

Al so, as far as our electric sales, the
trends, our industrial sales since 2005 to
current have reduced by roughly 25 percent, our
commercial by 5 percent, and our residenti al
roughly 6 percent. And, also, sone of these
graphs and the information is also in the
handouts that we provided.

In | ooking at our water sales trends,

this takes into account all three industrial,
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commercial and industrial total. But as you can
see, since 2006 our water sales have sl owed by
roughly 18 percent in recent years. Al though
our cash has been conm ng in nuch weaker,
recently what have we been doing to hel p manage
this reduction -- and, oh, before | get into
that, just why specifically our sales are down.

No. 1, as we all know, the econony in
the | ast couple of years has been chall enging to
say the least. But we are also a weather-driven
busi ness and the weather really in the | ast
coupl e of years has been relatively mld in the
summer and wi nter periods. And also very wet
unusual |y so.

We have had a flat to inclining
population. | think there is a sense because of
sone of the growh that is occurring out
especially in the western region that we are
seei ng a popul ation growh going along with it,
but that is really not the case.

And then, lastly, conservation, which
Is a good thing. More and nore people, nore and
nor e conpani es are conservi ng energy and water.
And we are seeing that. The new appliances, for

exanpl e, that you buy. You know, water has been
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a part of conservation efforts for a nunber of
years because there is many areas of our

country. They're having water shortages so that
has been happening as far as conservation in

t hat area. Your flush boxes, for exanple, in
your hones now use | ess volune and so forth. So
conservati on has al so had an i npact.

So what have we done to control our
reduce in cost? Since -- from 2006 through
2010, we reduced our budget by $55 million. W
elimnated staff positions for the past five
years. And as a matter of fact, we have been
reduci ng staff positions since roughly 1996 and
slowy reducing positions over tine. W have
froze salaries. Al of the managemnent
prof essional staff with the utility are al
frozen and we are currently working with our
bargaining units in working with themin | ooking
at -- also |ooking at sone freezes there as
wel | .

Anot her thing that we did to help
control our costs was our coal purchases. W
got -- late last fall in 2009, our cash position
got very weak. One of the things that we were

able to successfully do was to renegoti ate our
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contact -- our coal contract at our Nearman
power station. Odinarily, this is a take or
pay contract but because they understood that we
had a ot of coal in inventory because of denmand
bei ng down, they did allow us to park the train
for a nonth and that saved us roughly $4 nillion
by being able to park the train. And that was
very inportant at that point in tinme to help us
strengt hen our cash position because we were
getting dangerously down bel ow -- even bel ow 23
days. W also were able to park the train for a
period of roughly a nonth at our Qui ndaro pl ant
down in Fairfax al so which hel ped save sone
cash.

And |i ke we al ways do when we don't
have enough noney, we del ay capital inprovenent
projects. And that is a kind of where we have
been recently. W just have not been spendi ng
noney and continual |y upgradi ng our agi ng
I nfrastructure because we just haven't had the
cash.

Graphically, it basically sumari zes.
Agai n, we have reduced our budget since 2006 by
roughly 55 mllion. Now our board approved in

our budget for 2010 678 staff positions but
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currently we are operating at 594 positions
because | have been hol di ng up vacant positions
and haven't been filling them Now, t he
challenge with that is our service quality
starts to worsen as we have fewer and fewer
people to respond, especially when we get into
energencies. But we have had to do that to
protect our cash position.

We have been able to say that our rates
are very conpetitive. Qur electric rates are
| ower than other surrounding utilities and well
bel ow t he national average. And our water rates
are very conpetitive with surrounding utilities.

For exanple, |ooking at a typical
custoner on the electric -- nonthly electric
bill 920 kilowatt hours. This is wthout the
PI LOT fees. $84.67 would be what our electric
charge would be. And, again, if you conpare
that to some of our neighbors |ike Kansas City
Power & Light, Independence, and so forth -- and
here is -- over here is the national average.
Now t hi s nati onal average number was a 2008
nunber so we know it has gone up since 2008. W
don't have the |atest data on that but we're

still well below what it was nationally in 2008.
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On the water side, for 8 cubic feet we
are roughly in the mddle, at $36. 35.

| wanted to point out a little nore
carefully the electric utility rates and the
rate conpari sons, and al so show as an i ndustri al
trend what has been happening. And this has not
just been happening here regionally, it has been
happeni ng nationally. Electric rates have been
skyrocketing. A lot of it is being driven by
not only rising costs of doing business, a |ot
of the comuodities that we use, whether it be
coal, natural gas, oil or whether we -- you
know, copper has fluctuated in price. A lot of
our transforners and that are all -- that use
copper.

But environnental nandates have been
also challenging all of us as an industry in
raising rates. And if you notice, Kansas Cty
Power & Light, Kansas now, because they both
serve in Kansas and M ssouri, we are | ooking at
Kansas City Power & Light 2006, they had an 8. 95
percent and they have been steadily asking for
i ncreases before the Kansas Corporation
Comm ssion. And they currently have an 11.5

percent before the comm ssion now. |If they get
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anywhere close to that 11.5, since 2006 they
w Il have increased their fees by 48 -- roughly
49 percent.
If you ook at BPU, the last rate
I ncrease we had was in 2006, 2.65. And then if

you add the one that we are recommending in

2007, it would still be under 10 percent in
total since 2005. But this -- a lot of the
utilities because of the -- especially when you
go to build new generation, like latan 11, the

Kansas City Power & Light's building, whether
they are new gas plants, we all know that the
cost for these generating facilities are going
up trenendously.

And then all the environnental systens
t hat you have to put on these plants really
drive up the costs as well. And there is nore
and nore nandates on the environnental side that
IS requiring us to convert some of our ol der
plants and to add better controls to them So
this is really starting to drive the cost of
energy upwards. And, you know, we are getting
into that as well.

The rate hearing process at this ting,

| would turn it over to Lori Austin, manager of
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finance, who wll cover basically our rate
heari ng process.
MS. AUSTIN: Thank you, Don.

Just to talk a little bit about a rate
hearing process. W are a cost of service
organi zati on. W have engaged the firm of Bl ack
& Veatch to performa cost of service study in
both our electric and water utility. W asked
to have themperforma five-year cost of service
study from 2010 t hrough 2014. Once that cost of
service study was perforned, we began our rate
setting process.

We went before our board and asked for
a resolution to approve -- a resolution for a
rate hearing that was approved on February 1st.
That started the 90-day notice for public
review. And in that public review we allow for
formal review of our rate process and our cost
of service and al so any interventi on.

It's two -- we provide two fornal
publ i c hearings that are conducted in the
nmor ni ng and the evening after the 90-day period
has expired. It is overseen by the
adm ni strative judge, who we have here tonight.

The first hearing is tonight and the next
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hearing will be tonorrow norning at 9:00 a. m

There wll be a transcript of the
hearing for both sessions and that is made
available to the public and to the board of
directors once conplete. At a later date we
wll ask for our board to vote on what the
proposed rates that are -- that we are
requesti ng.

Qur cost of service study, the focus of
our study is to match the cost of providing the
services to the individual custoner classes so
that we can equitably recover those costs. W
have three nmjor classes: Residential,
commercial, and industrial.

There is a three-step approach to the
cost of service. W have a revenue requirenent
for the overall utilities, both water and
electric, and that is how much noney is needed
to neet our cost of service.

Then we performa cost allocation from
whom shoul d the noney be collected. And as |
referenced, the three | arger groups, the
i ndustrial, residential and conmmerci al .

Then we have -- then the final step is

arate design. And it is how should those costs
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-- how shoul d those services be priced anong
t hose i ndividual rate cl asses.

At this tinmne | would like to turn it
over to Peggy Howe with Bl ack & Veatch.

M5. HOWNE: Thank you. Thank you
Lori .

Bl ack & Veatch was retained by BPU to
provi de an i ndependent third-party opinion
needed for the rate study and the cost of
service analysis. And before | get into the
specific services we provide, | would like to
talk a little bit about ny firm

We are a global firmthat provides
engi neering consulting services worl dw de. As
i ndi cated up here, we have over 9,000 enpl oyees
wor | dwi de and over 100 offices. W have been in
busi ness for close to 100 years now. And one of
the things that | would really like to highlight
Is the fact that we have built our reputation on
integrity and conpetence. And we are very proud
of that and stand behind that as we perform
services to the folks that retain us. W are an
enpl oyee-owned corporation. That is on a gl oba
basi s.

On a | ocal basis or a regional basis,
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we have over 40 offices in the United States, so
we truly understand what i s happening in the
i ndustries here that we serve. W serve water,
wast ewat er, gas, electric, tel econmunications.
We focus on utilities and we know t he busi ness
I nside and out, you mght say. W also are
very, very local to BPUwth offices -- a couple
of offices here in the Kansas City area.

Wthin Black & Veatch is a sub group or
a division that focuses specifically on
managenent consulting issues. These are the
| ssues associated with finances, associated with
capital financing. Not so nuch the hard design
services but the services that support being
able to operate and run the utility.

W do the entire what we call val ue
chain. W help utilities with strategies. W
help themfigure out how to pay for itens. W
help themw th the busi ness processes to inprove
their operations, and we al so have a group that
hel ps themwith their technology. And these
fol ks just focus strictly on what we call
managenment consulting. The fol ks that are going
to be talking wth you today and tonorrow are

part of that group.
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Specific experience in the water and
energy business, I'll talk alittle bit about
that. There are about 50 major metropolitan
areas in the U S as far as water. W have
served over 28 of those 50 areas with all types
of managenent consulting services. Just a few
of themwould be -- in the region here would be
St. Louis, Wchita, Gncinnati. And then we
threw M am - Dade i n because that's a new one for
us. But, again, | want to point out they are
| arge netropolitan areas, they all face simlar
chal | enges that your utility is facing. W can
bring the know edge from those conmunities to
hel p you perform better and operate better.

On the electric side, out of the
hundred | argest public utilities we provide
service to 37 of them Again, we can take that
knowl edge and t hat understanding and bring them
t hose best practices to hel p BPU nake the right
deci sions better and in the best interest of
t heir custoners.

Specifically, the services we provided
we hel ped with the cost of service and rate
design. And just to wal k you through this, you

start at the bottomof this chart down here.
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And just as you do on a personal |evel, you have
got to know how nmuch does it cost to operate,
and where the revenue is conming fromto get
that. And | always conpare it to, you know,
your personal checkbook. Money cones in, nobney
goes out. You have got to have a good
under st andi ng of what the costs are on a regul ar
basis and how you are going to fund them That
Is what we call revenue requirenents. And when
t he nobney conmng in is not enough to cover the
costs going out, sonething needs to be done.

And we are at that point now.

After that we then ook at all the
different custoners that you have and we say,
all right, who is causing these costs to be
incurred and let's equitably distribute the
costs to those custoners and recover the revenue
fromthose custoners. And that is the purpose
behi nd doing a rate study and a cost of service
anal ysi s.

So, in summary -- in summary, find out
how nuch noney you need, find out who is causing
t he cost to happen, and design rates that wl|
equi tably recover those costs fromthe specific

custoners.

30






© o0 ~N oo o b~ w N

N N N N N o o e
oa A~ W N P O © 00 N oo 0o~ O w N -+ O

31

Qur project approach parallels that.

We start off wth financial planning, go to the
cost of service analysis, and finish up with the
rate design. W use proven approaches that are
supported by the industry. They're consi stent
wth AWM, Anerican Water Wrks Associ ati on, and
WEF, Water Environment Federation. They have
gui deli nes out there on how to do this and how
to equitably recover those costs so that it is
done consistently across the industry. W also
| ook at having specific issues for your
community and nake sure that the results are in
tune with the industry but not so inflexible
that they can't neet your specific needs.

So what were the goals of our study for
BPU? Well, as nentioned earlier by M. G ay,
your operating reserves are getting very cl ose
to a concerned position. So the first thing we
did was we cane in and we | ooked at your
financial targets for 2014.

Now when you go -- when you need to
build major capital, you go to the bond narket.
What does the bond nmarket | ook at? Well, think
about it again on a personal level. |If you want

to buy a house, what does a bank | ook at when
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they ook at you? Wll, this is on a nuch
| arger and a commercial |evel but the sane thing
happens. There are certain things that the
mar ket is | ooking for to understand and
interpret you as a sound financial risk. And
one of those things is your reserves. And
they're | ooking for about 60 days m nimum And
right now you're sitting at 32 days of reserves.
So, if you needed to go to the nmarket to borrow
nmoney to build capital, you would not be | ooked
at favorably with those types of capital
reserves.

The second thing we | ooked at was
I mproved cash fl ow and debt service coverage.
Agai n, debt service coverage is one of those
t hings that the market | ooks at to find out how
good a risk you are for |ending noney. And,
quite honest, in the past 18 nonths, since
August of 2008, things have changed consi derably
in the bond market. R ght now you are sitting
at a debt service coverage of 1.13. Right now
1.50 i s about the | owest nost investors want to
see. So, again, you need to do sonething if you
want to go to the bond market to get capital

noney to build your capital projects.
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Finally, after we help -- and those
first two itens are what was part of the revenue
requi renents. |s we hel ped you position your
utility for those two itens to be net. After
that we cane in and we wanted to adjust rates
equitably. And this gets into the cost of
service where you allocate the costs
appropriately to who's causing the costs.

And then we also | ook at sone
I nnovative rate options. So that if there were
I ssues, we could be flexible enough to neet your
speci fi ¢ needs.

And those are the services that Black &
Veat ch provi ded.

And with this, Lori will -- Lori Austin
wi Il cone back up and conti nue.

MS. AUSTIN.  Thank you, Peggy.

Just to talk a little bit further about
why this is necessary. Peggy talked -- touched
alittle bit onit. Over the |ast several years
we have had 20 to 45 days of cash on hand. The
recommended | evel is 60 days of cash. At
year-end 2009 we do have -- we did have 32 days
of cash on hand.

Wth the | ack of cash, that doesn't
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allows us to finance the capital projects or
nmeet our reserve and our debt service
requi rements.

We al so need to maintain our strong
credit ratings so that when we go to the bond
mar ket that we can receive favorable interest
rates and purchase those bonds for |ess
expensi ve costs.

Post poni ng the capital inprovenents
wll ultimately cause our service disruptions
and our increased costs even nore.

We al so have inflationary pressures
that many of the other industries are
experienci ng where our service materials and
| aborers have i ncreased.

And as Don noted earlier, our rates
have been constant since 2007. W had a snall
I ncrease in 2007 and we are bel ow the nati onal
average and al so | ower than nobst surroundi ng
utilities.

So what is being proposed? To neet the
requi rements, the study recomrends revenues from
the electric base rates of a series of four
I ncreases each year of 7 percent for 2010, 2011

2012 and 13. And water base rates 8 percent in
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2010 and 2011. And 7 1/2 percent in 2012 and

2013. Now, that is a total base rate increase
of 7.2 percent in 2010 and '11 and 7.1 percent
in 2012 and 13.

We are al so proposing an environnent al
surcharge, and that environnental surcharge is a
rider that will allow us to capture costs of
envi ronnental nandates that are required of us
of capital projects for our generation.

The additional nodification would be to
our energy rate conponent. W are |looking to
change that fromthe current process of six
nmont hs wi nter and six nonths summer to a
quarterly adjustnent, and it would be on an --
t hrough a cal endar year basis.

And then -- and then also we are
| ooking to redefine our summer and w nter
periods. Qur current sunmer period is from May
t hrough Cctober, and then our winter period is
Novenber through April. W're looking to
redefine that to four nonths summer and ei ght
nonths winter. So our summer wll be My
t hrough August and wi nter period woul d be
Sept enber through April.

This is a | ook at our operating cash
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fl ow under the proposed electric rates. The
solidlineis if we did nothing. As you can
tell as we get out to 2011, we are definitely
bel ow our ability to fund our capital needs.
The dotted line represents with the proposed
rates. And with the proposed rates that wll
nmeet our annual revenue requirenents and reach
our debt service, the projected 1.6 tines
coverage, and al so neet our 60-day operating
reserve by 2013. Now that is building our cash
reserve up to the 60 days by 2013. It is not
all in one year.

Under water rates, solid line
represents is if we did nothing, and the dotted
line is under the proposed rates.

Now, the water proposed rates wll neet
I ts annual revenue requirenments and they have
reached their debt coverage of -- 1.4 tinmes debt
service coverage, and 44 days of operating
reserve by 2013 -- or 2014.

The overall electric rate by cl asses,
as | stated, the overall percentage is a 7
percent across the four-year period. Wen you
break it down by class and recovering those

costs equitably both residential and the | arge
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power service are above the overall average
cost. W have put into place that we woul d not
recover nore than 50 percent of the overal
system average in any one class, and that is why
residential and | arge power service are a little
bit higher through the study period until 2013.

In the water side, the class is by
year. |It's an overall 8 percent in '10 and '11,
and 7 1/2 percent in 2012 and '13. The
residential small and nedi um custoners woul d be
alittle bit higher than system average. And
then the industrial would phase in a little bit
hi gher than average in | ater years.

So what is being proposed with the
environnental surcharge? This is a surcharge to
of fset the new capital inprovenent requirenments
resulting fromenvironnental regulations. W
currently have one project that's slated for an
environnental project. It is the | ow NOx
burners and overfire air. Darrell Dorsey wl|l
be tal king about that a little bit. It is a $40
mllion project.

So, with that, the environnental
surcharge is proposed to be at 1 percent in

2010, and then an additional 1.6 percent in
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2011. This anmounts to an average increase for
residential custoner of approxinmately 40 cents
per nonth in 2010 and $1.04 per nonth in 2011.

For a typical residential electric
bill, this is breaking it out by our sumrer and
W nter period. This is based on 1,150 kil owatt
hours in the sumer nonths and 625 kil owatt
hours in the winter nonths. This does not
i nclude PILOT or taxes. You can see the range
fromthe summer period 2009 to sumer period
2010 we're just comng into. It's alittle bit
of an increase from'09. And then fromthe
sunmer period 2011 is approxinmately 12 to 13
dol lars overall.

Fromthe winter period, as you can see
from'09 to the winter period, there is an
actual decrease. And then it's about a $7
increase in the wnter period in 2011.

On the water side |ooking at 5 Ccf, 7
Ccf and 10 Ccf, the overall increase for 5 Ccf
woul d be about $2.72 for the first year, 2.95
for the second year, 2.75 for the third, and
$2.90 for the fourth year.

Wth that, | wll turn it over to

Bl ake. Blake Elliott, director of plant.

a
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MR ELLIOTT: As Lori said, ny
nane is Blake Elliott, the director of electric
supply planning. | can't claimall the
pl anni ng.

The energy rate conponent is the
portion of your bill that is broken out
separately that recovers the costs of fuel and
purchase power that the utility has to buy. And
we -- that was initially put into service back
i n 2002 whi ch was our |ast fornmal cost of
servi ce study.

We have done the cal culation 18 tines.
One of those tines was the m d-period
adj ust nent .

And what we have seen is a |lot of
volatility in the ERC. A lot of volatility
cones fromthe volatility in the gas narket.

The gas narket, we have seen gas prices at $14
per MMVBTU, and we have seen gas prices at $4 for
MVBTU. So as that gas price swings, we see a

|l ot of volatility in that pricing and it causes
our ERC to nove quite a bit. So we would Ilike
to reduce that volatility. W have seen a range
in ERC from 1.25 through 4.25 cents per kil owatt

hour on a -- for the every kilowatt hour that
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you use on your bill

And then sone of that additional
volatility is fromthe reconciliation adjustnent
or the true-up that is done at the end of the
period. W make forecasts and do the
cal culation on that, but then the follow ng year
when we know what the final costs were for that
previ ous period we true those costs up and we
roll that into the cal cul ati on al so.

This is the graphical representation of
exactly what has happened in each sumrer and
W nter period. This is that m d-period
adj ustnment, the $4 -- or $4.25 per kilowatt
hour. And that was just for two nonths, the
nont hs of Septenber and October in 2008.

The proposed changes, again, Lori
nmentioned this, we want to reduce the period
fromsix nonths to three nonths. And we want to
performthat reconciliation adjustnent nore
quickly. R ght now there's a year to year so
t hat summer is reconciled with sumer. W hold
on to that for quite a bit of tine. W think we
can reduce volatility by shortening that period
and doing the reconciliation nore quickly.

W would i ke to broaden the definition
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of the power supply costs. W want to capture
all of our power supply costs in the ERC and
that's sone new ones that may be coming up we'll
tal k about.

Al so, there is a vol tage adj ustnent
that's done in the ERC and we're proposing to
nove that out of ERC and nove it over actually
Into the individual custoner class bil
dependi ng upon that custoner and what voltage
they take -- their neter is |ocated at.

These are the changes in the power
supply costs. W want to include all of the
demand charges for purchase power and
transm ssion. In there right now sone of the
demand charges are excluded from going into ERC
W would like to get themall in there. Because
t he demand charges truly are you don't have
demand unl ess you need energy. This truly is an
energy cost to us.

The SPP, which is the Sout hwestern
Power Pool is the regional transm ssion
organi zati on we belong to. There's a |ot of
devel opnent in the SPP about future market
things that we'll have to operate in to stay

connected to the grid. There will be sone new
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mar ket requi renents, consol i dated bal anci ng
authority. There is sone new transmnm ssion costs
to get extra high voltage transm ssion

avail able, to get wind energy out of the

M dwest. You may have heard sone of that in the
paper. That is a very big discussion point.

And then ancillary services which is sone pretty
specific generation-type definitions.

W would like to recover costs
associ ated with denmand response prograns that
woul d give the utility actual control over
custonmer load. If we see the |load is going to
go up so high on a day and we can do sonet hi ng
to control that load, that is -- and bring it
down, then we don't have to go out and buy
addi ti onal generation for that tinme period. So
we would like to recover sone of those costs for
that type of equi pnent and char ges.

Al so, sone -- the renewabl e energy
credits that cone with our alternative energy,
our renewabl e energy, when those are sol d back
to the nmarketplace we want to give a portion of
t hat back to our custonmers in the formof a
credit. In the reconciliation adjustnent.

Il think that is the end of mne and I'm
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going to ask Darrel Dorsey, next presenter.
MR. DORSEY: (Good eveni ng.

I will start off with alittle
background on the electric production and supply
di vision for those of you that may not be
famliar with our organi zation. W have got
about 211 enployees in this division, the bulk
of which are at the power generating stations.

The Nearnman plant is the youngest
plant. It is not really new anynore. It is 29
years old, but it is a single coal-fired unit,
235 negawatts. W al so have one conbusti on
turbine. Qur newest conbustion turbine, CT4, is
at that site as well.

Qui ndaro power station has two
coal -fired units. It also has three conbustion
t ur bi nes.

The ol d Kaw power station had three
coal -fired units that also fired natural gas.
The Kaw power station has been in |long-termcold
storage since about 2004. [It's not operating at
this tinme and there's nothing within this plan
to operate that station.

There is a nunber of other departnents

within the division. Envi ronment al servi ces
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provides nonitoring and reporting for all of our
regul atory requirenents. They al so provide the
sane services to the rest of the utility in sone
ot her areas.

Fuels, we have a lot of activity in the
fuel procurenent for both coal, natural gas, and
oil. Al fuels we're using at the plants for
the main units.

Pl anni ng, which is Bl ake's departnent.

Energy control center, which is the
di spatching of the energy fromthe power plants,
but they al so handl e the shorter term whol esal e
power nmarket, both selling power on the nmarket
and buyi ng power fromthe market.

Then key accounts, which is a set-up to
address the uni que concerns of our top 50 key
account custoners.

First of all, in 2010, we have nade a
| ost of cuts to stay within the revenue that we
have right now Just in 2010 we nmade fromthe
oper ati onal mmi nt enance budget al one about $4
mllion worth of cuts in deferrals, work that
we're pushing out to future years.

One big exanple is our Conbustion

Tur bi ne #1 and 3 over haul s. These are the three
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conbustion turbines that | nentioned were at the
Qui ndaro power station. Unit 1 is the ol dest.
Unit 3 and 1 are both due for overhauls, where
we basically open the machi ne, inspect and nake
repairs as necessary and reassenble it. It's
the kind of the equi pnent we don't know what we
have wong until we open it and inspect it.
It's a big job. | nean, we wll spend over a
mllion dollars on each one of those just on the
i nspection, the open and cl ose and i nspect. And
then the necessary repairs are determ ned as we
go.

W nade a | ot of other cuts as well.
We deferred sone boiler feed punp overhaul s,
structural repairs. W nade unilateral cuts
across a |l ot of nmintenance accounts. | nmean,
nost of the nmai ntenance accounts, quite frankly.

Again, we deferred sone of the denand
si de managenent prograns that we'd been | ooki ng
into that Bl ake nentioned. Environnental data
acquisition systens. W built in sone
additional attrition on our |abor. As Don
menti oned, we're holding off on filling
positions to save sone cash. Del ayed vehicle

procurenents. And that is just a sanpling of
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sone of the budget cuts that we've nade not only
at the power stations but to neet the O & M
budget .

Capital cuts in our capital dollars, we
cut a good $9 million. About $3 mllion worth
of work that we would do at Nearman right now if
we had the funding, and about 6 mllion at
Qui ndar o.

Agai n, just some exanples. Conbustion
Turbine #5 will be the next combustion turbine
addition. You may recall at one time we were
going to add another coal-fired plant. W
haven't done so. W don't believe we can do so
Iin the near-termfuture, so our next plan is to
install anot her conbustion turbine.

Now, this is actually the Conbustion
Turbine 4 that went into service in 2006.
Conbustion Turbine 5 in this plan is planned to
be the sane, basically a mrror inmge, a
duplicate of Conbustion Turbine 4, would sit
right next to it out at the Nearnman power plant.
That is in this five-year capital plan.

Some ot her projects that were pushed
out, mercury nonitoring equi pnent, |ightning

protection systens, roofing replacenents. W






© o0 ~N oo o b~ w N

N N N N N o o e
oa A~ W N P O © 00 N oo 0o~ O w N -+ O

have roofs that we're just repairing until we
can take care of a |larger replacenent project.

Levee i nprovenents, both Nearnman and
Qui ndaro have | evees to protect them from
flooding. |If you recall the last big flood,
Near man, for exanple, was totally surrounded.
100 percent surrounded by flood water. It needs
a lot of |levee inprovenents to maintain its
certification and that | evel of protection.

The Qui ndaro fl ood wall needs sone
wor k. We pushed both of those out to 2011 as
well. W're confortable in doing so at this
time predom nantly because the Qui ndaro project,
t he Corps of Engineers has just recently done
sone nore detailed analysis of the flood wall.
There is a possibility they will be reducing the
scope and stretching out the work. So we were
quite confortable wth pushing that one out.

The Nearnman project, we felt we had
time. It's mainly a lot of rock riff raff that
has to be repaired and repl aced, but the work
w || have to be done.

Conmbustion Turbine #3 air duct. These
conbustion turbines have a | ot of steel liners

Inside the air ducts. W' re having probl ens
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with it. Needs to be replaced.

MII gears and liners, traveling
screens for the intakes. Again, these are --
this is just a sanpling of some of the projects
we cut and deferred and work that we pushed out.
We probably had at |east 24 projects of this
nature that were deferred to | ater years.

As far as our future needs, we wll
need to conplete a lot of this deferred work.
It's not |ike we can keep pushing it out
forever. You know, where we've pushed work out
we were confortable with for the tine being but
we know we've got to do it starting in 2011 and
12 to get caught up.

Also in the five-year capital plan,

t hough, are the overhauls for all three of the
coal -fired units. Just as | nentioned with
conbustion turbines, we have to periodically
conpletely tear them down, inspect them and nake
repairs as necessary. All three coal-fired
units will experience that in this five-year

peri od.

Conmbustion Turbines #2 and 4 wll also
undergo overhauls. Lori nentioned the | ow NOx

burner work, that wll be installed by 2012 at
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the two plants. W have to replace Nearnan air
heat er baskets and install the new conbustion
turbine. And, again, that is just a sanpling of
sone of the major work that is in the five-year
pl an.

What it equates to is the Nearnman
projects over the next five years require about
$20 mllion. The Quindaro projects about $35
mllion. The new CT 5 is currently running an
estimate of about $74.5 million. And as Lori
nmentioned earlier, the | ow NOx burner project is
about 40 mllion. W actually have engi neers
wor ki ng ri ght now on an update for that cost but
we feel it's going to be pretty cl ose.

The bul k of this will be funded through
bond funding to get these capital needs. So it
is not a matter of we have to raise this nuch
noney in five years. W only have to raise the
debt service requirenent for those bonds for
that tine period.

OCh, we nentioned the environnent al
surcharge rider. The first project is rel ated
to the Kansas City ozone. You have probably
seen the ozone alerts on the news on TV and on

sone of the buses goi ng around downtown. They
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finally have cone out with the mandates that
require us to install the | ow NOx burners and
overfire air systens to help bring down the
ozone in the Kansas City area. Now, that's
about a $40 nmillion project. That is what this
initial environmental surcharge wll recapture
I's the bond debt service to retire the bonds for
t hat environnental project.

But there is a wide range of additiona
envi ronnental concerns that we know are on the
hori zon. They haven't cone to fruition yet. W
can't say exactly when they wll but we know
they're going to be costly.

Regi onal haze is |ike how well you can
see fromone nountain range to the other. You
know, a hundred years ago, it was crystal clear,
today it's alittle hazy. They want to clear
that up. |If regional haze kicks in for Nearman,
and we are hoping it won't do so for another
five years, but we estimated about $169 million
just to do scrubbers for that power station. So
there is potentially sone | arge dollars invol ved
in those projects.

Hazardous air pollutants. Mercury.

They did have a nercury rule out. It was
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rescinded. W knowit's going to conme back out
again. W may have to install sonme nercury
controls.

Particulate matter. The Nationa
Anmbient Air Quality Standard revisions, just
poi nting out, those are kind of a baseline that
kind of sets the standard fromwhich all these
prograns evolve. And they continue to evol ve
and tighten up on the anbient air quality
standards. These prograns will cone to
fruition. There's been a |ot of tal k about
carbon lately. | don't know where it is going
to go. W just know that when it gets here it's
going to be expensive. So there is a |ot of
future concerns where this environmenta
surcharge can cone into play as well to retire,
again, the capital funds necessary to do these
maj or envi ronnental projects.

One of the things that frequently gets
asked is what are we doing to mtigate sonme of
t hose environnental costs, you know, because we
have these coal-fired units and gas units. W
have em ssions. W already have quite a bit of
alternative energy in our system G een power

as people like to call it. W have 38 negawatts
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comng in fromthe Sout hwest Power

Adm ni stration, 5 megawatts fromthe Wstern
Area Power Adm nistration. W have a 25
nmegawatt take on the Snoky Hlls Wnd Farm
which is the one off of 1-70 as you go out west
of Salina. And we just recently started pulling
in 1.6 negawatts off of a new landfill gas
project. So we are in a pretty good position

ri ght now.

Now, | should nention the state of
Kansas does not -- nor the federal governnent
requires us to have a mandatory renewabl e ener gy
portfolio, but this is what we have on, | guess
you woul d say, a voluntary basis. So that does
hel p us mtigate sone of our em ssions costs to
a degree.

Future energy supplies, we do continue
to work on future renewables. That's sonething
t hat pl anni ng, Bl ake, works on quite extensively
| ooki ng at when the next opportunity is for
additional landfill gas, w nd energy, hydro.

You know, whatever we can find we are willing to
take a | ook at.

Conventi onal purchase power agreenents

where we sign up with another utility to buy
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their power for a period of tine. |If the right
offer is made and it's cheaper than what we can
do it ourselves, we will buy the power fromthe
other utility.

The Sout hwest Power Pool energy
mar kets. As Bl ake nenti oned, those are evol ving
mar kets. We are narket participants. Ri ght now
it'"s just a real-tinme -- right nowthey -- you
know, today's a power-type narket, but they are
evol vi ng day-ahead markets, ancillary service
markets. | don't know if they will manage to
pul | together any capacity markets, but we wl|
continue to participate in those as well to
provi de your energy.

O course, demand si de managenment as
Bl ake nentioned is a great endeavor. It has got
a lot of potential for us to have control of
energy in the community to help out this overal
situation. It has got sone real val ue.

But in the short term our next
addition is, as | nentioned earlier, natural gas
generation by adding a conbustion turbine at the
Near ran power stati on.

So that is kind of an overvi ew of what

Is in the five-year capital plan and the cost of
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service for the electric production and supply
di vi si on.

Wth that, | will turn it over to Bill
Johnson.

MR. JOHNSON: Thank you, Darrell.

Again, ny nane is Bill Johnson. |I'm
manager of electric operations and technol ogy.

And just |ike Darrell, we have got a
si zabl e workforce. W' ve got about 199
enpl oyees wthin that division. Wat the
division is primarily responsible for is taking
t he energy generated at our power plants and
transporting and delivering that energy to each
and every business and hone in the Kansas City
communi ty.

We have got -- sone of the departnents
t hat nake up el ectric operations and technol ogy
Is our T & D section, we've got our netering
section. Information technology. W have got
our fleet or our transportation. W provide a
| ot of transportation support for the entire
organi zati on.

What we have in our five-year forecast,
which is part of this cost of service, are

capital projects to go in and rebuild a | ot of
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over and underground distribution, and al so do
sone upgrades on sonme of our transm ssion
circuits. Got about $56 million for
distribution work alone, and I will get nore --
and give you nore specific informati on about
this.

Transm ssi on upgrades are about 33
mllion. Substation inprovenments and new
additi ons were about $42 million. And the
AM / AMR proj ect which is advanced netering, or
aut omat ed neter readi ng system is about $13
mllion. And a $16 mllion investnent in our
existing radio system two-way radi o system
which is a systemthat all of our field crews
use. Electric, water, custoner service field
crews. But also it's kind of a joint use radio
system where we al so share that radi o system
wth the Unified Governnment. Police, fire,
ener gency nmanagenent al so rides on that sane
system

The systemis at a point where it is
starting to run out of warranty, where it is
starting to lose a |lot of manufacturing and
support on that system And we are | ooking at a

nunmber of avenues trying to create -- get sone
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additional financing, but it's sinply past the
poi nt where we need to start | ooking at
replacing it.

This is a construction overvi ew of what
we are proposing to do with our T & D
construction plant. W want to build new 161
substati ons and do sone upgrades to our 15 kV
distribution network. The reason for that is
there is an increase for energy that is
continuing to go up.

And, al so, we have got a service
territory that is still expanding. A lot of the
devel opnent that you see out west, a |ot of that
devel opnent is going into places where we really
don't have adequate distribution circuits. So
we're having to extend our distribution network
further and further out to neet that new grow h.

And, al so, hones are -- even though
they are nore energy efficient, hones are
becom ng nore and nore bigger. Appliances are
using nore energy. Wile sone of them are using
| ess, you know, the flat screen TVs and sone of
the other things you' re seeing are driving up
t hat demand for new energy.

The other thing we are wanting to do at
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our substation, and this is a plan that we have
started sone tine ago, is to continue converting
a lot of our 69 line kV substations to 161.

What | nean by that, if you took a | ook at our
service territory, about -- we've got 29 mmj or
substations and about half of those substations
are 161 kV or 161,000 volt substations. The
other half are 69,000 substations.

We started converting those substations
over to 161 to increase reliability for all of
our custoners and also to nobve our transm ssion
network to one voltage. So in the long run that
W |l reduce cost and also elimnate sone of the
problens we're having with sonme of the aging
infrastructure. Qur 69 kV systemis our only
system As it stands now, the utility spends
nmore dollars than we would |i ke because we are
having to naintain both systens at the sane
time. So we are trying to mtigate sonme of that
by noving it to one standardi zed or one voltage.

Same thing with our 15 kV distribution
system We have got two distribution voltages
in KCK. As we build new substations and convert
those 69 kV stations to 161, that al so gives us

an opportunity to get our distribution network
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to one voltage, too, so we're not having to
support two. And then the other part of the
project is just to do sone upgrade to our
southern 161 loop that will add sone capacity.

Alittle bit deeper detail on the
substation transm ssion projects that are
actually in the budget is our Wil cott substation
Is the first one | wll talk about. It is a new
substation that is being built out in the
Wbl cott conmmunity. The purpose for this is to
create a newintertie with Kansas Gty Power &
Light. Qur intertie right nowis at Maywood
substation at 94th and Parallel. This one was
set further north and it wll create a new
intertie.

It will al so provide redundant service
to a substation that was -- that is already in
the Piper community. |If you go out 123rd
Street, there is a substation that we energi zed
about five years ago call ed Piper West.

We need to build a new Wil cott inner
sub -- and a transmni ssion project to provide a
secondary feed to that substation so that we
w Il have a back-up feed in case we need -- we

| ose the one transmssion line that's feed it,
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we wll have a secondary line that's already
there. O we can take it out for maintenance.
W will also have that secondary line there.

We are al so proposing an east Fairfax
substation. This project is -- goes along with
what | said earlier with converting the 69 kV
substations to 161. Wat we are proposing to do
Wth Fairfax is to elimnate three existing 69
kV substations and build one new one to repl ace
it. It will also give us the ability to tackle
sone of this aging infrastructure that's down
there. And | will get alittle bit deeper into
that in sone slides that's comng up. But it
wll also give us a chance to expand and
i ncrease our distribution reliability down there
and nake Fairfax a place that we can market
better in the future but al so provide and
support new growh to the existing custonmers
that are down there. The custoners want to
expand so we have to have distribution capacity
W thin our systemto be able to support that.

The other main substation project is
Munci e substation. Again, it is an existing
substation. |It's a 69 kV substation that we

would I'i ke to convert over to a 161. It is one
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of our ol dest substations on the system |In
fact, the two ol dest substations is -- one is at
Fairfax and this is the other one.

I will talk about sone of the age and
infrastructure down here |ater on and show you
why this -- converting this substation is past
the critical state is sonmething that is in our
pl an and why we need to replace that. The nain
thing that goes into that decision is that's one
of the substations that provide service to the
downt own conmmunity. So that is what makes it
critical. And like | said earlier, it's also
one of our ol der substations.

Here is a map of sone of the projects
that | just tal ked about. Wat | would like to
do is draw your attention to this line here
(indicating). This is a transm ssion |line out
west. This is the 435 interchange. This |ine
Is owned by Kansas Cty Power & Light.

What is interesting about it is here is
our Maywood substation (indicating), here is the
Pi per substation (indicating) | tal ked about
earlier. There is -- this transmssion line is
primarily responsible for feeding and providing

service to this entire area here (indicating).
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And the interesting thing is we are
providing service off a line that BPU don't even
own. We tapped into that line here to feed
Pi per here, so Piper and Maywood i s al ready
providing distribution service. This is a
transm ssion line project that is already on the
way and we hope to conplete it by the end of
this year.

The substation will probably be
energi zed next year and our plans follow ng that
Is to construct the new 161 line from Wl cott
back down to our Nearman power plant that
Darrell tal ked about earlier. The reason for
that is BPU needs to have sone ownership in --
of transmi ssions that feeds its comunity. And
we just take it away fromrelying on anot her
utility to provide that type of service to
Kansas City.

W tal ked about Fairfax. A |lot of our
budget is going to be spent in this area just
bui | di ng a new substation and repl aci ng three.
And this is Mincie here.

Sone of the transm ssion work | tal ked
about earlier is this other loop. It's a

transm ssion line that is already there. Qur
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plans are -- is to | eave that -- the poles
there. Leave everything else there, just
reconduct, put up a little bit bigger wire so we
can have a little bit nore capacity built within
that circuit.

|'ve tal ked about transm ssion
projects, now !l would like to shift to
distribution. Part of our strategy for wanting
to upgrade sone of our distributionis to nainly
focus on sone of these 60 to 80-year-old
under ground and overhead infrastructure that's
nore in our central core for the downtown area,
in Fairfax, and in the Arnourdal e area nore
specifically.

But years ago the design was to put in
a lot of |ead and paper cable. That requires
speci alized-type work. It's the whole
Infrastructure. Most engi neeri ng standards have
noved away fromthat type of construction, and
we've already started replacing a lot of it.
Qur plan is to continue replacing that. It wll
provide a |ot nore efficiency, reliability to
our system \While we are going through it, we
will have the ability to also take a | ook at a

| ot of duct bank nanhol es that are that age,
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too. A lot of themare starting to deteriorate.

We'll al so be doing sone overhead
di stribution upgrades in that area, too. The
primary reason is to again mtigate sonme of the
aging infrastructures and al so i ncrease sone of
our | oad capacity. A lot of the existing wre
that is there nowis really undersized based on
what our today's standards are. So going in and
repl aci ng sone poles and putting up a little bit
| arger wire will certainly help. Not only
provide greater reliability but also add nore
capacity. And while we are in there, it would
be a good opportunity to take advantage of a | ot
of vegetation nanagenent, trinmmng trees, and
doi ng sone of the necessary work that would
elimnate sone of the outages down the road.

The other thing | talk about wth
Muncie is al so, you know, picking up ny focus on
how do we inprove service to the downt own
community. Mincie is one of two substations
t hat feed power to downtown. There is sonme
dedi cated feeders, neaning that there are
feeders that cone downtown that really don't
have any or hardly -- or very few residenti al

custoners attached to them Those are sone of
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the things that we are taking a |l ook at first.

What | want to pointed out on this nap
I's where sone of the distribution dollars are
going to be spent. Kind of got a col or-coded
chart here from 2010 to 2014 that just shows
here is where we are spending dollars on the
Fai rfax project and sone of the additional
dollars that we are asking for under this rate
increase will be spent in this area in 2010. A
lot of this work out here is being done by a
previ ous bond request that we got |ast year.

But there is not enough dollars to really

conpl ete sone of the things that we are wanti ng
to do out there as well as down here, so that is
where the new dollars will cone in to have a

bi gger inpact in these areas.

And then what we're doing is just kind
of follow this col or code down and, you know, do
sone rebuilding in this section in 2011, 2012,
and then work our way south. Wth all this that
we have got in here, it's -- we'll nake sone
significant upgrades to sone key areas but
certainly wouldn't be | ooking at rebuilding this
whol e area here, just addressing sone of the

nor e pressing needs.
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Sone of the spending by area. | kind
of split the -- our service territory along 635
east and west and along |-70 north and sout h.
And use it following that sane -- that sane
quadrant. The northeast is going to receive
about $40 mlIlion worth of -- or that spending.
Most of it would be in the Fairfax and the
downtown area. W will have sone dollars in the
residential area, nostly sone of the overhead
rebuild. This would be a | ot of underground
that's downt own and sone overhead in Fairfax.

The northwest, like | said earlier,
there is some financing already in place to take
care of sone of those projects, but there's
goi ng to be new service conm ng out of the
Wl cott substation. W are already running new
f eeders out of the Piper substation now And
what nakes that -- what nakes that inportant to
us is that this station that | tal ked about
earlier that is at 94th and Parallel, our plan
Is to start shifting the residential custoners
nore and nore away fromthat so -- so that that
substation can be better suited for a lot of the
entertainnent and retail that is starting to

appear around the Village West area. It wll be
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nore and nore a dedi cated substation for growth
I n that area.

The southeast is a |lot of the
transm ssion |ine upgrades and as well as the
southwest. It would just be reconducting sone
of those transm ssion |lines that are already
t here.

Wth this slide what | want to talk
about is just sone of the age of sone of the
di stribution here. Wy upgrading sone of this
distribution is so inportant. This section
here, which is east of 635, which |I have already
tal ked about, it also has a ot of the | ead and
paper cable and even sone of the old overhead is
sonet hi ng that we want to upgrade. Mainly
because a |l ot of this stuff is between 60 and 80
years old. And if you get down into parts of
Fairfax and parts of Arnourdale there may be
snmal | sections that may even extend beyond that.

What we have done over the last 10
years is to go in with smaller projects and just
ki nd of make some upgrades, sone -- you know,
smal |l er sections that we have rebuilt. Like I
said earlier, we are not going to be able to

rebuild all of this but we can certainly go in
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and continue to focus on sone of the nore
critical areas. Sone of the areas where we have
sone of the oldest infrastructures still there
and continue to nake upgrades until we can start
maki ng this area, you know, nore reliable and
provide the type of quality service that we
would all want to continue to provide.

Here is a map that just kind of shows
how we got to where we are at. Prior to 1964,
BPU served this section right here that is in
t he yell ow (indicating). Throughout --

t hr oughout the years we have conti nued to buy
nore and nore service territory from Kansas City
Power & Light.

In 1968, we acquired this service
territory in blue (indicating). And then in
"71, we expanded out here (indicating). '72, we
purchased all of this (indicating). '74, we
purchased this section (indicating). And then,
finally, in '82 we cane out in this section
(i ndicating).

Now what we have done is as we bought
nore service territory, we went in and upgraded
sone of the transm ssion -- the old transm ssion

service there. W did go in and put in sone new
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substations. W didn't really do a | ot of

di stribution upgrades. W kind of left a | ot of
t hose circuits that we bought from Kansas City
Power & Light in place. But what it has done to
us over the years, and because we haven't had

t he budget to conpletely do sone of the things
that we have tried to do in the past, you can
see where our 69 substations began to age nore
and nor e.

Munci e substation, | tal ked about
earlier, is right here (indicating). The
substation and the transforner that's there is
about 60 years old. A new transforner has a
normal |ife expectancy of about 30 years. So
this kind of shows you where we're at with the
age of these units. 74 percent of our
transforners are past 30 years old. That is why
It's critical that BPU does not continue to push
this infrastructure further and further out into
the future because we're going to get to the
poi nt where we can't support it.

This i s another shot of all of our
transforners, all of our substation
transforners. Wen you mx in the 161

transforners in our substations, these are our
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newer units. You can still see sonewhere in the
50 to 60 percent range. You know, we still have
a lot of transforners that are past 30 years

ol d.

In our conversion of 69 to 161
conversion, a plan that we started is -- was
creating this down here and is -- and we are
removing this older section up here and this is
what we are planning to do with this cost of
service study in our five-year forecast. To do
that it is going to cost, you know, noney. You
know, just |ike everything else prices of
material, the prices of professional services
have gone up.

Don tal ked about sone of the wire
transforners earlier in his introduction. The
transforners that we're using is pretty standard
In the new substations that we are buil di ng now.
I n 2005, that transforner was about $638, 000.

In all of our substations, designs can put two
transforners in there so we have sw tching
capabilities within a substation. W'II|l need to
t ake one transforner out for service and we've
got the other one there that's sized properly so

It can carry the load -- the majority of the
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| oad of the substation.

Since 2005, this transforner has gone
from $638,000 to about 1.4 to 1.5 million
dollars. So, you know, as we go through and
bui | d new substati ons those projects are
becom ng nore and nore expensive to build. So
the distribution transforners, these are
transforners that you see on the poles. These
are transforners you see right outside of a
busi ness. The | ower voltage transformers.

There is 2007 prices -- price increases
since 2007 and these are transforners that we
commonly use every year for new construction,
stormrestoration. W go through probably 250
or so distribution transforners a year.

But the price increases range from
about 45 percent up to well over a hundred
percent in this short span, which is shorter
than what | tal ked about up here. So this kind
of shows where the price of naterials are goi ng
up.

Here is just a few nore pieces of
commonl y used stock itens. Woden poles, 35 and
45 foot poles that wll increase 35 and 80

percent. Wre for dis -- for, you know, the
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rebuil ding of the distribution circuits that I
t al ked about overhead. Underground wire you are
| ooki ng at 200, 300, 363 percent price
I ncreases. So these are serious increases in
price that just gives you an idea of we need to
finance these projects and these projects are
becom ng nore and nore expensive when we do
bui | d budgets to hel p support them

Darrell tal ked about earlier sone of
the cuts that the production side has nmade, and,
you know, Don tal ked about some of the cuts
earlier, too, that the entire utility has nuade.
Just a snapshot of sone of the things we have
done is reduce staffing. W have certainly
del ayed and deferred a | ot of inprovenents over
t he years that, you know, has been needed. W
have pushed out a | ot of upgrades in our
tel econmuni cations, a lot of our IT systens. W
made -- we made sone investnents in sone areas
but sone areas we really haven't touched in a
while and there are sone things that we still
need to do there.

Vehi cl es and wor k equi pnent. W
purchase all the work equi pnent and vehicles for

the utility and maintain them And it has been
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about four years since we have bought any cars
or work equi pnent other than naybe one or two.
So we are starting to fall behind there and we
are starting to see sone of these units drive up
our mai ntenance costs higher and higher. And
sone of themare either -- even a piece of

equi pnmrent that we have taken out of service so
It is not avail able when we need it. W are
going to have to address this -- the situation,
especially when we are buil ding some of these
ot her projects because these are the tools that
we use to not only nmaintain but also to build
the new projects that we are proposing.

Tree trimm ng has taken a big hit. The
past budgets, we have had to cut our trimmng
budget by about a fifth. W also were driven by
inert to do a lot of tree trinm ng on our
transm ssion |ines because we really didn't have
t he budget to support that. W just shifted
noney from our distribution work over to our
transm ssion type of work. The last two sumers
have been, you know, cooler than normal. W
have had storms that extend into the sunmmerti ne.
So not maintaining those trees have created a

| ot of outages and our comunity has suffered
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t hr ough repeat outages. W are hoping to build
that back -- that tree trinm ng budget back up
and get back on schedul e.

We have got about 34 | ocations which
are substations and other facilities under
electric operations. And like Darrell talked
about earlier, we have got roofing and HVAC
systenms, plunmbing, things that we continue to
push further and further out because we j ust
didn't have the dollars to help support it.

Par ki ng surfaces, our grass cutting.

It is not just these |ocations but all of our
power plants, all of our water facilities, that
nunmber goes quite a bit up when you | ook at all
the grass cutting. Even the vacant |ots that
BPU used to have equi pnent on them But, you
know, it's a vacant |ot now and we still have to
mai ntain those properties. And a few years ago
because of budget constraints we cut our grass
cutting budget by about 25 percent and we
haven't recovered fromthat yet.

Whil e we were going through sone of the
cuts, we have al so made significant inprovenents
to our system SCADA, which is the supervisory

control system that goes out and | ooks at all
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of our substations, our energy control center,
and can nonitor all of our substations, the
breakers, the transforners and control them W
are starting to put in newer and better controls
to make sure that the systemcontrol is what it
needs to be not only today but into the future.

We are al so doing sone nmajor contro
work in our punp stations, too, to go along wth
t hat .

We purchased a geographic information
system which is basically a mapping system W
have taken a | ot of paper maps and put theminto
an asset database, and we are al so extendi ng
that out to our designers. Wat that neans is
we have a lot of -- a lot of our assets are on
deskt ops now. We are taking old draw ngs out of
file cabinets, putting theminto an el ectronic
dat abase. They are able to nake better
deci sions, know what is out in the system \Wen
we make nodificati ons we can nmake changes to our
mappi ng system and then that information is
useful to feed into our new out age managenent
system That systemwent on |line |ast year and
I's a maj or upgrade than what we had in pl ace

bef or e.
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What cane with that is a new
I nteractive voice response system So when you
call into the systemnow there's a little bit
di fferent nessage. Wat people don't see behind
t he scenes is we've cut our restoration efforts
down significantly because the systemtakes the
calls, routes themto and predicts where problem
areas are and they show up on a map, this being
created here and created within this product.
Al'l of our dispatchers, our crews, know right
away where our outages are at so we can get our
crews out there a | ot quicker. Wlere, you know,
in the old days if we had 5,000 people out, then
t here was 5, 000 individual work tickets created.
And we had to just kind of sit down and group
tickets together and kind of figure out what is
goi ng on. The system does that automatically
for 5,000 outages. For 5,000 custoners out, may
only be 20 outages, 20 problens that create that
many outages. W can go out now and work 20
probl ens and get peopl e back on.

Last nonth we had a storm where we had
about 10, 700 people out and it took us about a
day and a half to go through that restoration

process and get everybody back on. | can't
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remenber any other tine where we have nade that
much progress in that short period of tine.

We have got an asset nanagenent system
for substation mai ntenance and punp station
mai nt enance that we are continuing to inprove.
Qur plan is to roll this into -- where we're
pushi ng those work tickets out into the field.
Sone of our troubl eshooters al ready have | aptops
SO we are trying to create conmunications to
push those work orders out and further increase
efficiency.

We have invested into a PILOT AM
system We have about 4,000 electric neters and
about 1500 water neters that are the automated
neter readers -- neters that are being read
renotely. That project is a project that we
want to extend and expand.

We applied for a smart grid grant from
the DOE | ast year, just |ike al nost every
utility in the country. W were not successf ul
in getting the grant dollars but BPU has al ready
had this project in its strategy. And what we
would like to do is build that systemout in
three years for the electric side of this, about

a $13 mllion project. Wat it will do for us
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Is create a lot of efficiency and reduce a | ot
of operating costs.

Today we send a | ot of vehicles back
and forth to custoners' houses for a nunber of
reasons, to collect reads, to do -- coll ect
rereads, and turn on and turn off for diversion.
We can automate a | ot of those work processes
Wthin this system W can also collect hourly
reads. What that will becone is useful
information to all of our custoners and al so
enabl e our custoners to be able to take that
I nformati on and nake better energy -- better
choices wth how t hey use energy.

And there are sone of our industri al
custoners that are already receiving hourly
reads and they are maki ng good busi ness
deci si ons based on having that data. W can
build up a load profile and that is taking a
nonthly or an hourly profile of what the
custoner's usage patterns are, and, there again,
giving that back to the custoner, whether it is
by website or whether it is through one of these
I n- home di spl ays or hone area network systens.

Darrell tal ked about demand si de

managenent. Another thing that goes with that
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I's demand response. The AM system basically
creates a comuni cati on systemto and fromthe
utility, to the custoner's house and back. One
thing that a lot of utilities are doing is
putting in programable thernostats. But this
w Il provide the comuni cati ons network that
will allowthe utility to enter into contracts
and to control these thernostats to hel p reduce
peak | oadi ng especially in the sunmerti ne.

The thing that we have been wat chi ng
also is General Mdtors and several foreign
carnmakers have electric vehicles that they're

proposing to roll out this year. Qur

distribution systemis really not -- we don't
have enough controls. W don't -- can't nonitor
it. There is sonme sizing limts into -- in sonme

of them So depending on where the charging
stations show up, building this network and al so
doi ng sone distribution upgrade is really going
to be required. So that when these charging
stations start showing up all across our service
territory, we can start providing that type of
service and havi ng systens that support, you
know, the new Chevy Volt that | believe is

scheduled to start this year.
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This is our service centers.
Mai nt enance -- our show up area for nost of our
field crews to go out and -- these are the
| i nenen, these are the other guys that go out
and nmai ntain our systens. Sone of the projects
t hat we've pushed out or del ayed are on sone of
the roofs and the HVACs are at this |ocation.
It's also at one of the 29 substations that are
ar ound.

We have had sone of this roof replaced
t hrough the main center. Here is our inside
war ehouse. We have got sections of roof here,
we have got canopies that are rusted. And we
have got water that is comng inside the
storeroom W have had to shift inventory
around just to keep it from getti ng danaged.
There is a project in our five-year forecast is
to conmplete this. This has been -- the | ast
tinme we addressed it was about three years ago.
We was del aying the final replacenent for the
| ast three years so we have elected to try to
address this.

And then, finally, ny last slide is --
this is what you typically see every day, you

know, despite having -- not having enough cash
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to address a lot of the -- and make a | ot of the
I mprovenents that we want. W still have people
out providing services, working | ong hours doing
the best we can to provide quality service to
all of our custoners. These guys work through a
| ot of adverse weather conditions and they w ||
continue to do that, but, you know, it is

I mportant that we start replacing and repairing
nore and nore of this infrastructure and that
will only benefit the custoners that we all
serve.

I would |ike to now introduce Ji m Epp,
manager of water.

MR. EPP: Thank you, Bill, and
good evening. M nane is JimEpp, |I'mthe
manager of water operations.

I want to start ny presentation by
briefly touching on the past 10 years. The
reason | want to do this is this is ny
opportunity to say thank you to the rate payer,
to the community for the support you have shown
for our water system W couldn't have done it
w t hout you. W, the rate payer, the staff and
t he board has supported and conpl et ed

significant inprovenents to the conmunity water
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supply and treatnent transm ssion and storage
systenms. These inprovenents wll benefit our
community for the next 50 years.

This is where we were in 1993.

Qui ndaro water treatnent plant, it was anywhere
from50 to 80 years old. It was very spread

out . It was expensive to operate. Very
expensive to maintain. Labor intensive. W had
t hree operators per shift and it is in the
floodplain. R ght here it is protected by a
flood wall. Still is protected by that sane

fl ood wall.

In the early 1990s we started pl anni ng
for what to do with this treatnent plant,
whet her to stay there for the long run or to
build a new pl ant.

Then the flood in 1993 hit. This is
that sane 14-foot high flood wall. At this
point it was within a couple feet of going over
the top of it.

This is the backside of that wall. The
wat er | evel about right here (indicating). And
the entire treatnent plant area was literally a
war zone. W survived the flood, we stayed on

| ine, and we suffered significant damage to our
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filter building. At this point in time through
our rate payer support the decision was nade to
nove to a different site and build a new

treat nent plant.

And this is where we are today. W are
at our new Nearman water treatnment plant. It's
above the 500-year floodplain on a bluff.
Everything is housed in one building. The
| aboratory, the filters, chem cal feed
equi pnent, high service punp station, reservoir,
and then we have our basins out back. This is a
highly efficient plant. It can operate with one
person per shift on the second or third shifts.
And it is an award wnning plant. It was
awarded the -- fromthe Anmerican Water Wrks
Associ ati on and Environnmental Protection Agency
the director's award for the partnership for
saf e drinking water.

It features two horizontal collector
wells. They are | ocated on the banks of the
M ssouri River. | think this is one of our nost
I mportant community assets. Each well can
produce 40 mllion gallons per day. They are
the largest in the country. They are the

| ar gest because of the high productive aquifer
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that lies below the M ssouri River.
This is a picture of that sane

collector well during a flood event. This is

anot her advantage of a collector well. W have
overhead power. It can operate during a fl ood.
It continues to draw water below the -- beneath

the M ssouri River during a drought condition.
If there was a spill event on the river, it
woul d probably flow right on by. It also helps
us to protect against Mssouri River

degr adati on.

This is our second collector well. It
was conpl et ed about 2003.

And a little nore explanati on on how a
collector well works. This is what you saw in
the picture. This is what is below ground. It
goes down 100 feet to al nbost bedrock. This is
the aquifer and these radials go out into the
aqui fer, collect the water into the main shaft,
and then it is punped out through these punps to
our water treatnent plant. And the M ssouri
River is right here (indicating). The water
flows down into the aquifer fromthe M ssouri
River so it continues to be recharged. Again,

this is one of the comunity's nost i nportant
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assets.

Al so, in approximately 2003 -- no, 2006
we conpleted the Robert L. Ml an Punp station.

It is a 30-mllion gallon per day station with a
6-mllion gallon reservoir. This hel ps us
support growth to the west and provi de storage
for the entire system

This is 51st and G bbs. Recently
conpleted 2-mllion gallon elevated tank. Hel ps
stabilize the pressure in this system reduce
mai n breaks and provide fire protection.

So where we are today. Don has al ready
gone through this slide. Qur sales are down
approxi mately 18 percent from 2006. Wy are
sal es down? Econony, weather, flat to declining
popul ati on, and conservation. Conservation has
been going on in the water industry for several
years now.

Wiere are we at wth our BPU fi nanci al
policy? Qur goal is to have 1.6 tinmes debt
servi ce coverage, 60 days operating cash. W
were placed on a credit watch by our credit
rati ng agencies. |If we don't shore up our
credit rating, this would lead into | ower credit

rati ngs whi ch nmeans hi gher borrow ng costs.
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What have we done to cut our budget?
We reduced operation and nai nt enance by 8
percent. W are holding 9 percent of our staff
positions open. Froze sal aries and del ayed
capital inprovenent projects on aging
I nfrastructure.

Water division staffing. Prior to
openi ng the Nearman water treatnment plant in
2000, we had 118 authorized positions. Today we
have 108, and currently we have 99 of them
filled.

Going forward. W need to repl ace
aging infrastructure. Qur water system needs
are 60 mllion in capital inprovenments to
repl ace outdated control systens, replace agi ng
wat er distribution infrastructure, inprove our
storage at the Nearman water treatnent plant,
and i npl enent automated neter readi ng which
Bill's already discussed.

Aging infrastructure. W need to
I ncrease our funding programto replace nains
that are 50 to 100 years old. Mintain our
programs to replace old val ves, hydrants and
service lines. Replace neters and inpl ement

automat ed neter readi ng. Replace our outdated
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control systens and our aging fleet. W have
del ayed fl eet replacenent for four years now.

This is what happens with agi ng water
mai ns. You have all probably seen one. They
are very expensive to repair. W spend $500, 000
al one just in pavenent repair for one of these
mai n breaks and well over a mllion total a year
just fromrepairing our nain breaks.

We average 600 per year. 80 percent of
our main | eaks are on 4-inch and snall er mains
that are 50 to 100 years old. W have 250 m | es
of these mains. Total cost to replace them
would be 66 mllion. This is an expensive
endeavor. W can't do it all at once. W're
not proposing to spend all 66 mllion, but we
are proposing to start a 10-year programat 1.5
mllion per year to replace 35 mles of the nost
deteriorated nmains. Currently we only budget
$400, 000 per year.

This is what an old 2-inch main | ooks
like. This is probably 50 years plus. And it
is very deteriorated. And these are the types
of mains that break and we are in need of
repairing.

A lot of these nains are east of 635.
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This is 635 right here (indicating). It is the
ol der part of our system Here is the Kansas
River. A lot of these mains are located in the
nort heast and eastern parts of the county.

Total cap inprovenents by area, we are
proposing 60 mllion. 55 percent of that 60
mllion are for systemwm de i nprovenents.
| nprovenents that benefit everyone. 35 percent
are for the eastern part of the county and 10
percent for the western.

Eastern water projects include Unified
Governnment street projects, mll and overl ay.
When the city goes out and m |l and overlay the
street, we try to get out ahead of themto
repair anything we need to repair. So once it
is done we're not in there tearing up the street
when there is a main break. So we do the best
job we can to coordinate with the city.

I mentioned our main | eak repl acenent
program Distribution systeminprovenents.
Service repair and replacenent. Fire hydrant
and val ve replacenent. Total $21 mllion.

And, finally, the purpose for the water
rate increase. Very simlar to electric,

mai ntain our credit rating, to reduce costs in
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borrow ng for capital inprovenents, inprove our
debt service coverage to 1.4, and operating cash
to 45 days. And support capital inprovenents
and replace our aging water distribution and
control systens.

And to conclude for the entire staff,
reason for rate increase to inprove our
liquidity and debt coverage. Support needed
capital projects and upgrades to agi ng
infrastructure. Qur BPU rates have been
constant since 2007 and bel ow t he nati onal
average and | ower than nobst surroundi ng
utilities.

And now | would like to bring back
M. David Mehl haff.

MR MEHLHAFF: Thank you, Jim

A coupl e of things. First of all,

t hank you for your patience. It has been a | ong
night I know. W have a |lot to go through and
this is just part of the public hearing process.
W have a lot of details to go through, so thank
you for your patience.

What we want to do right nowis we want
to be able to take your questions that you

filled out on the card. After we do that, then
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there will be tinme for public comments after
that fromthose of you that have signed in on
this sheet. |If you haven't signed in yet,

pl ease do so if you want to nake sone public
comments. The questions we have, we will answer
t hose.

I want to remind you the rate hearing

wll take place again tonorrow norning at 9:00
a.m, sane room sane place. What we will do
also after that we will have a nore formali zed

detail ed presentati on by our partners of Black &
Veatch, and then we wll go -- continue in sone
of the technical portion of the rate hearing
process.

So we are going to take a very short,
and | nean short, because it is a |ong night,
five-m nute break. And | need the managemnent
staff to stay up here because | have a | ot of
questions | need to distribute to you that --
whi ch ones are nost appropriate to answer sone
of these fine folks' questions that we have. So
a short five-mnute break and we will right back
here at 9:05. Thank you.

THE HEARI NG OFFI CER:  Go ahead.
MR. MEHLHAFF: Thank you, Judge.
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My nane is David Mehl haff, public
affairs office at BPU. I'mgoing to try to
answer quite a few of these questi ons.
Conferred with the managenent team and want to

thank all of those who have submtted your

questions and then we will begin the -- we wll
t ake questions -- comments fromthe audi ence,
those that filled out the card.

"Why don't you raise the PILOT fee
i nstead of a rate increase?"

The PILOT fee, whatever happens with
that we have nothing to do with. That is a
deci sion made by the Unified Governnent, by
their comm ssioners, and so that is a question
that only they can answer. That is a decision
whet her that goes up and down that is entirely
up to them The PILOT fee is just on a BPU
bill. W collect it. It is a pass-through and
that is up to the Unified Governnment. Thank
you, though.

"How many | obbyists are currently
enpl oyed by BPU i n Washi ngton, D.C. and Topeka?"

W really only have one | obbyi st and he
Is kind of a part-tine |obbyist and that is Joe

Dick. R ght there is Joe. Raise your hand,
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Joe. He also does a | ot of other things,
community relations and dealing with the youth
program and so forth. Spends quite a bit of
time in Topeka when the legislature is in
session. W do periodically when we need to
will partner up with a |lobbyist firmin
Washington to try and go after sone -- we try
hard to go after sone stinulus funds. W were
not successful in the first round. W did get a
STAG Grant of $500, 000 that went towards water
mai n repl acenent. W are aggressively pursuing
other STAG grants right now at this tinme.

So, "WwWhen will BPU ask for another
Increase in salaries? WIIl that cone out of
this increase?"

At this tinme all salaries are frozen
and will remain so until we feel this utility is
in alot better position. So right now there is
not even any di scussion of that at this current
time. That is not an option at this nonment.

Joe, could you cone answer this
question. You had a question on | obbyist work
done out there in the western part of the state.
Identify yourself please and your title.

MR DI CK: Joe Dick, governnent
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affairs officer, 540 M nnesota Avenue and
Topeka, Kansas.

The question is: "In the past BPU
| obbyi sts have rallied agai nst the coal plant
out west in the state. Has this changed?"

It never existed. W were in a
nonetary position for three years on that
particular coal-fired plant. |In fact, two years
ago we were offered 25 negawatts of power. W
were given the first right of refusal of 25
megawatts with that power plant if it becane --
if it went into existence. On that particul ar
I ssue it was vetoed by the governor. W refused
the 25 negawatts only because there wasn't a
price, there wasn't a date, there wasn't a tine,
there wasn't a place. It was all prelimnary
action taken by the Sunfl ower organization.

So that is it.

MR. MEHLHAFF: Thank you, Joe.

"Does the timng of the rate increase
have anything to do with the UG bei ng broke?"

No, okay. And | think you saw by our
financial situation why we are going after the
proposed rate increase right now.

We had a question here that Bl ake |
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think is nore of a technical question in nature.
So identify yourself and repeat the question.
MR ELLIOIT: Again, Bl ake

Elliott, electric supply planning, 540 M nnesota
Avenue, Kansas City Board of Public Uilities.

The question is: |If you raise rates,
what w ||l happen to the cost of the energy fee?
And what is the cost of the energy fee?"

Agai n, the energy rate conponent which
I's what | perceive you' re asking in this
question is totally independent of everything
that we're asking for rate increases today. The
rate i ncreases today will just affect base
rates. The energy rate conponent is just to
recover costs when we expense fuel, when we buy
and burn coal, when we burn natural gas, when we
buy electricity fromthe whol esale narket. W
coll ect those costs on a nonthly basis. W
collect all those costs. W collect how nany
retail sales we nmade during that particular
nonth. And there is a very detail ed cal cul ation
t hat happens in the forecasting and in the
reconciliation of that anount. So this is --
that fee is totally separate fromthe rate

hearings that we are -- for the base rates that
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we are tal king about today. Again, that is
totally separate.
VR. MEHLHAFF: Thank you, Bl ake.

"Have you consi dered freezing raises?"

Yes, raises are frozen.

Furl oughs. At this tinme, no, we are
down about as |low as we can get froma staffing
|l evel. We are down about 80 positions right now
t hat have al ready been approved in the budget.
If we cut much -- anynore we will not be able to
service our community froman electric and water
st andpoi nt .

"Have we consi dered changing health
care coverage for BPU enpl oyees?"

At this tine we are in very sensitive
uni on tal ks, at the very front end of that, and
that will probably be part of that but it's too
early to tell. Thank you.

"What will the rate increase go for?"

I think we shared that with you this
evening in very nmuch detail. And, also, it is
in those | eave-behind pieces. |If you need nore
of those to take to your friends and nei ghbors,
by all neans take themw th you. And also the

frequently asked questions, if we need nore, |
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have pl enty.

| have a question, Darrell, on coal.
Wiy don't you answer that and give your nanme and
title again.

MR DORSEY: Sure. Darrell
Dor sey, manager of electric production and
suppl y.

Question was: "How much are you payi ng
for coal and how nmany day supply do you
currently have?"

The short answer woul d be nbst of our
coal falls delivered price around 25 to 30
dollars a ton. The reason | say it's a short
answer is we have nultiple contracts for the
different plants fromdifferent mnes. And
t hose contracts go over different tine periods

so there's a wde range within that price range

that coal falls -- pricing falls into.
As far as our day supply, | don't have
that figure with nme. | think at Quindaro the

| ast report | saw we have around about a 30 to
40-day supply. Quindaro, we are a little nore
confortable with a smaller supply. For one
thing it is a smaller coal yard, we can't handl e

as nuch coal, but it also can burn natural gas
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so in a contingency situation we have back-up
fuel .

Near man has probably 80 to 90 days of
coal on the ground right now That is about --
| want to say we have got about 250, 000 tons
give or take. Again, | don't have the exact
figures with ne. But Nearnan does not have a
back-up fuel. It can only run on coal. So we
try to nmaintain the stronger coal pile. W have
been burni ng down that coal pile over the | ast
few years. We'Il bring it down a little further
yet this year with our current plans.

MR. MEHLHAFF: Thank you,
Darrell .

"How many people in Kansas City,

Kansas, take or read the Kansas Star or
Wandotte West ?"

| really don't know. But "Wy don't
you nail this info,” and |I think what they maybe
nmean as far as the rate hearing infornation in
the bills. That is sonething we did not do.

Did not choose to do nerely from an expense
standpoint, but let nme tell you what we did do.

What we have to do legally is post the

nmeeting notice and the publication of record,
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which in this area is the Echo. W did that.

We al so purchased an ad space in the Kansas Gty
Star. W also sent out a news rel ease that was
carried by all four television stations in this
market. And also two radio stations in the
market, | did interviews with them The Unified
Governnent ran it on their website and several
times on their electronic newsletter, reran it
on our website. The KC Kansan, Kansas City
Kansan, ran it on their website.

And so we did a lot nore than what we
were required to do to get the word out as best
as we can and that is what we did there. The
Kansas Cty, Kansan and the website, it is on
line. Al right.

Jim Epp, there was one here | think
that was nmultiple questions. So why don't you
go through the questions and identify yourself,
pl ease.

MR, EPP: Jim Epp, manager of
wat er operati ons.

Three questions, multi parts. "Using
t he average nonthly water bill supplied by BPU
as a base, if BPU s rates are already 21 percent

hi gher than WaterOne's, why do we need even
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| arger increases over the next few years?"

Qur systemis ol der than Water One's.
Qur infrastructure is 50 to 100 years old. W
have had no increase -- net increase in our
popul ati on. W have had to conpletely repl ace
our water treatnent facility, new plant, new
supply, new transm ssion comi ng out of the
pl ant .

Again, | want to thank the rate payers
for the support. W have sonething that we can
be very proud of and will last for 50 years into
the future. But we have had to face the
repl acenent of aging infrastructure much sooner
t han Wat er One has.

Pl us Wat er One has experienced a net
I ncrease in population. They have nore
custoners to help pay for their infrastructure
needs and we are nuch older than they are. So |
hope that is an adequate answer to that
questi on.

Two, "Are the higher rates to pay for
debt services related to new facilities needed
because of growt h?"

Agai n, we have got no net increase in

our population. W do have a shifting from east






© o0 ~N oo o b~ w N

N N N N N o o e
oa A~ W N P O © 00 N oo 0o~ O w N -+ O

99

to west. R ght now!l feel like we are in very
good shape with our infrastructure to support
anything that is going to happen out west. Wen
a new devel opnent goes in out west, the
devel oper pays for that main. BPU does not pay
for that, the devel oper pays for that.

Al so -- oh, excuse ne. As far as new
facilities in the future, we have -- the
maj ority of our infrastructure needs are for
repl acenment. We do have one new 4-nillion
gallon reservoir we are requesting at the
Near man water treatnent plant. And that is
because we are trying to get our total storage
up to standard with our treatnent plant
capacity. It is not because of any new grow h.
We are not projecting any new growh in our --
as far as popul ation, net population growh, in
our cost of service study. Very little. But it
Is to bring our storage up to 10 percent total
of our treatnment capacity. This wll allow us
to do sone nore denmand si de nmanagenment w th our
punpi ng, simlar to what WaterOne does. Al so
provi des storage for our cooling tower and
storage for black star condition if we should

ever experience that down at Near man.
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Third. "Are the rates hi gher because
growh isn't paying its fair share? |Is growh
payi ng for growth?"

Agai n, new devel opnents, the mains are
paid for by the devel opers. W do have a system
devel opnent fee. |It's not quite as high as
WaterOne but it's fairly significant for new
neters.

Hopeful |y that answered your question.
Ckay, thank you, sir. Very good questi ons.

MR, MEHLHAFF:. Thank you, Jim

Coupl e nore questions left here. "How
nmuch did the Black & Veatch study cost? Who
paid for the cost?"

It cane out of our operating budget.
W are required to do a cost of service study
every three years. W have not done one since
2003. Wiat it did cost, I'll be honest, it cost
$270, 000 over a two-year period. That is what
It cost.

"Is it true that people in the service
depart nent nake $65, 000 a year?"

Yes. We have |inenen who have
extrenely dangerous jobs. They are up there in

extrenme conditions. And engi neers who have
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years and years of experience, that is what they
make.

"How can the board make a deci si on when
t hey do not attend the neetings?"

The board will make the decision
because they will be getting all the transcript,
all the docunments. They are in the | oop
continually. They get feedback. They have gone
to sone of the community foruns. They get
f eedback on their own in talking to people in
the community. They are not allowed to speak
out on the issue. They need to gather
I nformati on. Once they gather information, then
they will make their decision on the rate issue.
But they are well infornmed. This is an active
board and they are tal king to people all the
time. Staff, they have sat in, reviewed the
cost of service study. So they are in the | oop
and that is what we have had.

We have four of our board nenbers here
tonight and I know we will have nore tonorrow.
We had five tonight total and they will al so be
getting this transcript and a | ot of other
information. They -- trust nme, this board won't

make a decision until they're really well
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I nfornmed because they ask a | ot of great
questions all the tine.
"How nmuch will this windfall of the
wi ndfall will UG see fromthis rate increase?"
I think probably sonebody is referring
to the PILOT. And this is only an estinmate. 1In
2010, it woul d be about $550,000 in electric,
170,000 in water. And that would be what we
estimate at this tine.
UNKNOWN SPEAKER: I n addition to?
UNKNOWN SPEAKER:  Yes.
MR, MEHLHAFF: That is with the

I ncr ease.

Thank you for everyone subm tting
questions. Appreciate it. W did our best to
answer them as honestly as we can. And |'m
al ways available if you have further questions.
Like Jimsaid at the end, contact ne any tine.

I will do ny best to get you the answers or get
you to peopl e who do.

You' re Honor, this concludes our
portion. I'll turn it over to you.

THE HEARI NG OFFI CER: Thank you
very nuch.

Ladi es and gentlenen, this portion of
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the hearing is for public comments or statenents
ot her than those that have submtted witten
questions. The individuals who have signed up
on the sign-up sheet will be called in the order
t hat they have entered their nanes on the
sign-up sheet. | ask you as | call your nane,

pl ease restate your nanme and address, and then
you can nake your statement or conmment. And go
to the podium please, so that everybody can
hear you.

The first individual on the sign-up
sheet is Bob Sixta. M. Sixta, wll you go to
the podium please. And tell us your full name
and address.

MR SIXTA: M nane is Robert Lee
Sixta. That is S, as in Sam 1-X-T-A. | live
at 405 North 17th Street in KCK. M question
has al ready been submtted in a witten one. It
has al ready been answered. Thank you.

THE HEARI NG OFFI CER:  Thank you,
sir.

THE W TNESS: The next i ndivi dua
on the sign-up sheet is Donald Turner. And,
M. Turner, would you go to the podium State

your -- restate your nanme and address, please.
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MR. TURNER: Donal d Turner, and I
live at 4110 North 60th Street. No. 1, | can't
get a straight answer when | call down there. |
got two BPU bills because | have two |ight
meters at nmy house. One says that -- they're
both the sane size. One answer got, oh, you're
commercial. |'mnot comercial .

THE HEARI NG OFFI CER:  Tel |l you

what, M. Turner, this is -- | don't think this
is the forumto address your billing issues that
you have. | know they're very inportant to you,
but --

MR. TURNER: Yes, they are.

THE HEARI NG OFFICER:  -- this
proceeding is -- concerns the proposed BPU rate
increase. And | think that there are sone
custoner service individuals here that perhaps
could help you at the end of this hearing, and
that is Johnetta H nson and Nan Wl fe. Could
you stand up, please, Ms. Wl fe and Ms. Hi nson.
And maybe you could talk -- M. Turner, maybe
you could talk to them when we are finished
her e.

MR. TURNER. Ckay. | have got a

statenent to nmake.
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THE HEARI NG OFFI CER: Al l right.

MR. TURNER: There -- don't
forget, there are a | ot of hones being repo' d or
cl osed out that was custoners. They're not now.
And a senior citizen here cannot afford anynore
t hi ng added on to them They have a hard tine
making the bill at this point what it is. A gas

servi cenan was out to ny house, one of ny

houses. | told himto shut the gas off. He
said, well, | got to be noving along. | got
four houses here that | have got to shut off the
gas because they haven't paid their bill. That

I's just one tine.

So you ought to stop to think about the
senior citizen. It is hurting them |I'm-- the
only thing that I can depend on is ny nonthly
retirement check and ny wife's. W didn't get
any COLA this year, Social Security or civil
service. But you heist up -- the sales tax
I ncrease was voted in the other day. So |I think
t hat that ought to be taken into consideration
for senior citizens. There are several senior
citizens in here, and | have been a senior
citizen for several years.

THE HEARI NG OFFI CER:  Not t hat
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| ong.

MR. TURNER: What was t hat
coment ?

THE HEARI NG OFFI CER: | said not
that | ong, M. Turner.

MR. TURNER: You probably
woul dn't believe ne. | renmenber -- | renenber
t he depression back in the 30s. 1In fact, | got
out and hoed the corn for a dollar a day. |
very well remenber that. | worked horses and
nmul es, so you can draw fromthat.

But that is what I'msaying, it is
hurtful. It is hurting us senior citizens by no
means. That is the reason sone of us are
al ready getting their gas cut off and I don't
know how many for power -- or electricity.

So, as | said, | got two neters at ny
house that | would |like to get a straight
accurate answer on it. There.

THE HEARI NG OFFI CER:  Thank you,
M. Turner.

MR TURNER  Ckay.

THE HEARI NG OFFI CER: The next
I ndi vi dual on the sign-up sheet is Robert

Ti mons. M. Timons, would you cone up,
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pl ease, to the podium and restate your nane and
addr ess.

MR TIMMONS: |'m Robert Ti mmons.
401 Pl easanton Road with Central Solutions in
the Fairfax district.

This rate increase is going to be very
burdensone on our business. W are a
manufacturing facility. W use |lots of your
electricity and |l ots of your water. As far as
your aging infrastructure goes, poor nanagenent
shoul dn't be put onto your custoners.
Infrastructure in ny building has to be pl anned
for and paid for. | can't go for that 23 to a
35 percent increase on our product because we
need to replace a fire line or we need to
i nstall mandatory backfl ow preventers on fire
lines. | don't think that it is thought through
very well. And | think if you're going to do a
23 to 35 percent increase, not including the
surcharges, | think it should have been spread
out over a longer period of tine. Four years is
just too quick for that big of an increase.

Thank you.

THE HEARI NG OFFI CER:  Thank you,
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The next individual on the sign-up
sheet is Mchael Buhr, B-UHR M. Buhr.

MR BAHR B-A-HR it's Bahr.

THE HEARI NG OFFI CER: Bahr .
Sorry M. Bahr.

MR BAHR. My nanme is M chael
Bahr. | live at 1416 Tauronee. |'ve |ived
there for 35 years.

| have a little bit to say about this
increase. This isn't the right tine for BPU to
rai se any rates. Infornmation obtained fromthe
public library by calling the reference desk
about unenpl oynent in Wandotte County. From
the United States Bureau of Statistics, the
unenpl oynent rate in March 2010 in Wandotte
County is 10.6 percent. That neans there is
over one out of ten out of work in Wandotte
county.

City enpl oyees have to take one day off
each nonth. Sone state courts have had roons,
courtroons cl ose one day a week for three weeks
in arow The gromth of Kansas City, Kansas, at
t he Legends has hel ped ne until January of 2009.
I work construction. | have been a

superintendent for one of the nmgjor construction
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conpanies in the Kansas City area,
MI1ler-Stauch. Well, when the bottomfell out
of the econony, that construction conpany | ost
all of its superintendents. They took the
people that were in the office and put them out
in the field. That put ne out of a job.

|*ve applied at Black & Veatch on a
couple of jobs. A lot of tines you guys don't
post where the jobs are located. |'ve probably
applied three tines.

Gowh in Kansas City, Kansas, at the
Legends has hel ped ne, like |I said, until
January 2009. And | was laid off because of

| ack of worKk. That was the first tine in 37

years that | haven't worked in the sumer going
into the fall in 37 years. That is how bad this
econony has been. Is right now And it is not

getting better. People are saying it is getting
better. Go look for a job in the construction
field. It is not getting better. People want
to pay you half of what you were making.

| have been off work for a year and two
nmonths. 1've sent out over 200 resunes, cover
| etters and detail project lists. Gowh in

Kansas Cty, has it helped at the Legends? Has
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it hel ped BPU any? By the way you guys talk it
hasn't hel ped anything. | nean, that is what
|'"mgetting fromyou. But the growth isn't
doi ng us any good out there. Hasn't done any
good as far as unenpl oynent.

Have you t hought about reducing the pay
for sone of your people? The governnent has
reduced pay. They took a day away a week or a
month fromthem | know you said you held off
on hiring. Who is going to do all this work you
are tal king about? Aren't you going to have to
hire sonebody to do that? Can you do it with
t he peopl e you have now? | don't know.

To reduce sone of your costs, you could
| ook around at this room Those doors right
over there. Wio needs 8 foot doors in a
conference room That takes four hinges to
hang. Mbst doors are 7 foot. It takes three
hinges to hang. | know, |I'ma carpenter. I|I'ma
superi nt endent.

Sanme thing with this door, you're
tal ki ng about cost. Look around you, you can
cut out cost if you want to. You just have to
| ook.

That's all | have to say.
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THE HEARI NG OFFI CER: Thank you,
M. Bahr.

MR, BAHR: Thank you for your
time.

THE HEARI NG OFFI CER: The next
I ndi vi dual on the sign-up sheet is Norm Scott.
And M. Scott, are you here? Apparently not.

There is a -- M. Yarnell, I'"mgoing to
cone back to you since you're one of the
I nt ervenors.

The next individual is Carol O Neal.
I's Carol O Neal here?

The | ast person on the sign-up sheet is
Marilyn Wil e.

M5. WH TE: Wiite.

THE HEARI NG OFFI CER. Wi te. ' m
sorry, Ms. Wiite.

M. WHHTE: Sorry. M
handwiting has gotten kind of bad as | have
gotten ol der.

THE HEARI NG OFFI CER: It is ny
eyes.

M5. WVHHTE: My nane is Marilyn
White and | live in your backyard, 614

Washi ngt on Boul evar d.
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I can | ook out, you know, of ny porch
and | ook out and see BPU fromny front yard.
And it is very distressing sonetines, you know,
when |"'mat home trying to relax and storns cone
or even the wind sonetines blows very hard and
ny electricity goes out. | can hear the
transforners blow. Hasn't happened |ately
because the | ast person you sent obviously knew
what he was doi ng because for at least | would
say four nonths or so | have had electricity no
matter what the weather did. So I think that --
you know, 1'd give you his nane but | don't
think I wll. That you really shoul d be happy
t hat you have such a good enpl oyee.

Also, | just want to say that, you
know, |'ma senior citizen. | amon a fixed
i ncone and | have been able to nanage ny utility
bills, you know, the ones that cone. But, you
know, the utility bills keep going up and up.
I'm-- part of ny daily, nonthly living is
suppl enented by Social Security. And as you
know, the good congressnen in Washi ngton D. C.
did not give us a cost of |iving wage because
the cost of living didn't go up, it went down

for us, not for them And they make for a | ot

112
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nore noney than | do.

| am very uptight about the fact that
the Unified Governnent is tacking their bills
onto the BPU bill, and, therefore, you are going
to get alot of hell that the BPU -- that the
Uni fied Governnent should be getting. But, you
know, | guess you have -- don't have any contro
over that. But | want you to know to |let them
know that Marilyn said she doesn't like it
because | think everybody ought to pay their own
way thensel ves and the public ought to know
exactly what the Unified Governnent is doing.

Also, 'ma little bit uptight, just
| i ke the gentl eman said, about all of this
so-cal |l ed econonmi c status stuff that is comng
to West Village, Village West. | -- we just --
the Unified Governnent just gave them a tax
break. Neil Harrison and Warren Buffet do not
need tax breaks. They could buy thenselves this
whol e bui l di ng many, many ti nes over and
probably all of us here.

And | think it's areally -- and, you
know, | guess damis not really a bad word. |
think it is a dam shane that people |ike ne who

are on the | ower end of the econony who have
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scrinped and saved all their lives to work and
try to save noney. | save noney. | still save
nmoney to this day out of the wages that | get
every nonth that | earned, by the way. And I
think I'"mdoing pretty good, but | really resent
the fact that these -- the people are maki ng hay

off of ny dough, the nobney that | earned when |

could be using it for nyself. | really think
that, you know, life is not fair. | don't know
if it ever will be, but I think that the person

on the lower end of the economic scale is really
getting beat up nore and nore every day. And,
you know, it can't keep happeni ng, although I
think it will.
Thank you.
THE HEARI NG OFFI CER:  Thank you,
Ms. Wite.
Ms. Sixta, |I'"'msorry, | overl ooked your
name. Pl ease restate your nane and address.
MS. SI XTA: Mary Sue Sixta. 405
North 17th Street.
My comments are that when the | ady was
tal king and the screen was up and they showed
sone of the increases, | wanted to cal cul ated

BPU water is going up 45 percent and the
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electric bill is going up 36 percent over the
next five years. That is a trenendous i ncrease.
That is -- right now we are paying 145 doll ars
and sone odd -- 149 dollars and sone odd cents.
We are probably going to be paying around 200
within the next five years.

My husband is about to retire. He is
the only one who is naking the living for us
right now W are going to barely be able to
make it. And then if the other utilities |ike
AT&T and Kansas Gas Service go up, we are going
to be very hard put to nmake the bills. W are
hard put to make themright now. And personally
' mworri ed.

Al so, they're tal king about controlling
t he custoner | oad. GCkay, | have allergies
during the summer and during the heat. | need
to have air conditioning to help filter the air
when it gets real bad.

Plus | have sl eep apnea. | have to --
I have a CPAP machine | must use. They tell ne
' mone of the worst cases they've ever seen.

My husband has sl eep apnea. W have to have
t hose nachi nes and they are going to use power.

And they're going to tell us how nuch we can
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use. Does this nean that we have to either go
W thout air conditioning or go wthout our CPAP
machine in order to go to the power |evel they
want? O are we going to have sone place where
we can call and say, hey, we need this certain
anount of power, can we get it? O is it just
going to be cut off because they think we are
using too nuch? | nean, for people that use an
extra anount of power that don't really need it,
li ke at Christmastine with too nany |ights, |
understand. But for nedical reasons, this
scares ne. People may need it for nedica
reasons. But all you're tal king about is
controlling the | oad.

And as far as all these expenses are
concerned for new tel ephone poles and stuff and
the services, | understand trimmng the trees.
Grass cutting, put decorative rocks out and nake
a design saying BPU in the front yard or the
office or something and cut down on nai ntenance
and how nmuch it costs to cut the grass. Do
little things like this and it would inprove
entirely.

Al so, | know this has been discussed in

t he past, what about investing in a conpany that
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has the rotaries that produce electrical power,
possibly putting them on the houses. Charging
-- renting the equi pnment to the custoner and
t hen charging to nmaintain the equi pnent.
California has a county that has done this.
They got so spread out they couldn't get
electricity to everybody. So the houses out
where they had trouble getting electricity to --
the wires to them they put an electrical system
on the house to generate the electricity by
t hemsel ves. This is just an idea, but it m ght
cut costs to rent the equipnent and naintain it.
You are saying you are having trouble getting
electricity to everyone. This is sonething you
m ght want to consider.

Cabl e is doing real good for TV. Maybe
BPU woul d do real good doing this at |east out
in rural areas where you have to go so far out
to get the power out there.

Thank you.

THE HEARI NG OFFI CER:  Thank you,

Ms. Sixta.

Are there any board nenbers present
that would |ike to comment or say anythi ng?

(No response.)
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THE HEARI NG OFFICER: As to the
I ntervenors, M. Yarnell, would you -- do you
have anything you would like to say? |If you
woul d, pl ease, go to the podium and state your
full nanme and address.

MR. YARNELL: M nane is Rick
Yarnel |, 2424 Nebraska Court, Kansas G ty,
Kansas. | have filed witten testi nony and
intervening wwth Kathy Peters and | expected
di scussions with her tonight that | wll
probably have nodifications to the wordi ng that
| have submtted tonight and I wll have that
ready for tonorrow at the hearing at that point.

THE HEARI NG OFFI CER: Al l right.

MR, YARNELL: Thank you.

THE HEARI NG OFFI CER.  Any ot her
I ntervenors that are present that would like to
make a statenent?

Cl osing comments by the BPU.

MR MEHLHAFF: | just want to
rem nd everyone tonorrow norning we'll pick up
again with the rate hearing. Sane presentation
you saw that was presented today, and will have
an extended Bl ack & Veatch presentati on, again,

to the technical portion here at nine o'clock.

118






© o0 ~N oo o b~ w N

N N N N N o o e
oa A~ W N P O © 00 N oo 0o~ O w N -+ O

119

I want to thank everyone for com ng.
Appreciate your tinme. | knowit's been a | ong
night. W thank you for your business. Thank
you. God bl ess.

THE HEARI NG OFFI CER: Thank you
very nmuch. We're adj ourned.

(Hearing conmmenced at 9:46 p.m)
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CERTI FI CATE

|, Katie L. Albold, a Certified
Short hand Reporter of the State of Kansas, do
hereby certify that | appeared at the tine and
pl ace first hereinbefore set forth, that | took
down in shorthand the entire proceedi ngs had at
said tine and place, and that the foregoing
constitutes a true, correct, and conplete

transcri pt of ny said shorthand notes.

Katie L. Al bold
CSR #1510, CCR #910, RPR
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           1               (Hearing commenced at 7:00 p.m.)



           2               (Exhibit BPU 1 was marked for



           3      identification.)



           4                     THE HEARING OFFICER:  Ladies and



           5      gentlemen, this is the May 2010 Board of Public



           6      Utilities rate hearing with regard to their



           7      request of rate increases.  My name is Phillip



           8      Carson and I'm the hearing officer presiding



           9      over these public hearings.



          10               If any of the members of the public



          11      wish to speak -- excuse me -- on the public



          12      portion of this hearing, please if you haven't



          13      already done so, please sign in on the sign-in



          14      sheet with this lady right here.  Thank you.



          15               Ms. Peters.



          16                     MS. PETERS:  Mr. Carson, I'm



          17      Kathy Peters, rate hearing for the BPU.



          18                     THE HEARING OFFICER:  Thank you.



          19               Have any petitions for intervention



          20      been received?



          21                     MS. PETERS:  Yes.  As Randy



          22      Otting will testify, we have received petitions



          23      for intervention that were timely filed on the



          24      behalf of the large customer group of BPU



          25      currently consisting of General Motors, Griffin
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           1      Wheel, Kansas University Medical Center,



           2      Owens-Corning and WaterOne.  Also Suburban



           3      Water, Inc., doing business as Suburban Water



           4      company.  And also Rick Yarnell, an individual.



           5                     THE HEARING OFFICER:  Are



           6      there -- thank you, Ms. Peters.



           7               Are there any attorneys for the



           8      intervenors that are present?  If so, please



           9      enter your appearance.



          10               No attorneys present on behalf of the



          11      intervenors, okay.



          12               Are there any intervenors that are



          13      personally present on behalf of themselves or



          14      their companies?  If so, please enter your



          15      appearance.



          16                     MR. YARNELL:  I am.



          17                     THE HEARING OFFICER:  You are,



          18      sir?



          19                     MR. YARNELL:  My name is Rick



          20      Yarnell.



          21                     THE HEARING OFFICER:  Your



          22      address, please.



          23                     MR. YARNELL:  2424 Nebraska



          24      Court, Kansas City, Kansas.



          25                     THE HEARING OFFICER:  Are you
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           1      represented by an attorney in this matter?



           2                     MS. PETERS:  I am not.



           3                     THE HEARING OFFICER:  Anyone



           4      else?



           5                     MS. KRAUSE:  I am Laurie Krause



           6      with WaterOne.



           7                     THE HEARING OFFICER:  And the



           8      address of WaterOne, please?



           9                     MS. KRAUSE:  Oh, that is really a



          10      good question.



          11                     THE HEARING OFFICER:  Okay.  I



          12      know it is everywhere.  All right.



          13                     MS. KRAUSE:  The admin



          14      headquarters is -- I'm trying to remember.



          15      10744 Lenexa.



          16                     THE HEARING OFFICER:  Thank you.



          17               Any other intervenors that are present



          18      that have not entered their appearance?  All



          19      right.



          20               Ms. Peters, I'm going to turn the



          21      proceeding over to you at this point.



          22                     MS. PETERS:  And I would like to



          23      call on Mr. David Mehlhaff, BPU's public



          24      information officer.



          25                     MR. MEHLHAFF:  Thank you, Kathy.
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           1               I'm David Mehlhaff, public affairs



           2      officer for the Board of Public Utilities.



           3               We appreciate you taking your time to



           4      be here at this public hearing.  We thank you



           5      for being our customers and we do appreciate



           6      your business.



           7               We ask that you turn off your cell



           8      phones and pagers or turn them to vibrate at



           9      this time.  If you need to use the restroom, it



          10      is right out in the hallway out here.  Right out



          11      the door to your immediate right.  If you wish



          12      to speak and make comments at this hearing, sign



          13      your name and address on the sign-in sheet



          14      that's just inside the door.  Also, if you would



          15      like to ask a question after our presentations,



          16      fill out a card with your question and place it



          17      in the box in the hallway.  If you need some



          18      cards, let me know and I will make sure to get



          19      some to you or you can get them from Jenny over



          20      here.  She has cards and pencils and fill those



          21      out.



          22               We are going to hear presentations from



          23      a number of people.  I would like to introduce



          24      those folks to you at this time.  First of all,



          25      before I do that, we do have two of our board
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           1      members present.  We have three of them:  John



           2      Pettey, our vice-president; Mary Gonzales; and



           3      our president, Loretta Colombel.  Thank you for



           4      coming.  They are here to observe and to gather



           5      all the information they can through this



           6      process.



           7               Kathryn Peters, you just heard from,



           8      she is our attorney with Kutak Rock, LLP,



           9      representing BPU.  She has been with us through



          10      our rate hearing process since 1980.  The



          11      following staff members will be speaking this



          12      evening:  Don Gray, our general manager; Lori



          13      Austin, manager of accounting and finance and



          14      our chief financial officer; Peggy Howe with



          15      Black & Veatch, an international consultant,



          16      management consultant, and engineering firm.



          17      You will hear more about them later.



          18               Blake Elliott, our director of electric



          19      supply planning.  Darrell Dorsey, manager of



          20      electric production and supply.  Bill Johnson,



          21      manager of electric operations.  And, finally,



          22      Jim Epp, manager of water operations an acting



          23      chief administrative officer.



          24               Also, I want to remind you that the



          25      same rate hearing will take place tomorrow
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           1      morning, same room at 9:00 a.m.  After that, we



           2      will then have a detailed presentation by Black



           3      & Veatch.  You will hear more about them in a



           4      little bit.  They will be part of this



           5      presentation but a lengthier presentation on the



           6      cost of service study, and that will be



           7      tomorrow.  So we will have more information



           8      about that later.  Again, if you have questions



           9      let me know.



          10               At this time, I would like to introduce



          11      -- hand the mic back off to Kathryn Peters from



          12      Kutak Rock.  Kathryn.



          13                     MS. PETERS:  We also have some



          14      folks from Black & Veatch present with us.  And



          15      a few of them will speak tomorrow as



          16      Mr. Mehlhaff mentioned.  Peggy Howe will also



          17      speak tonight.  Peggy Howe with Black & Veatch,



          18      Ed Overcast, Craig Brown and Anna White.



          19               The BPU has set the public hearing for



          20      the purpose of discussing BPU's revenue



          21      requirements and the proposed changes to the BPU



          22      rates to recover more revenues in order to meet



          23      our cost requirements.  The format of the



          24      hearing is that BPU began by having Black &



          25      Veatch conduct cost of service studies in
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           1      electric and in water.  The BPU received the



           2      cost of service study reports from Black &



           3      Veatch and following that BPU published the



           4      90-day notice of public hearing that is required



           5      by the charter ordinance.



           6               The format of the hearing is that we



           7      will present to you by the BPU staff a number of



           8      the reasons for the public hearing request, why



           9      revenues are needed, what the proposed changes



          10      in the rates are going to be, what things the



          11      BPU has done to cut its costs before requesting



          12      a rate increase, what the various capital needs



          13      are of the electric and the water operations,



          14      and several things about BPU's overall financial



          15      condition that leads to this rate request.



          16               There will be a PowerPoint presentation



          17      by BPU and all of the things that the BPU is



          18      saying here today are being taken down by a



          19      court reporter.  So, when it comes your time to



          20      speak, speak slowly and distinctly so the court



          21      reporter can take down your words as will the



          22      BPU staff.



          23               The PowerPoint presentation, the



          24      exhibits, all of the proceedings, the things



          25      that our intervening customers have to say will
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           1      all be presented to the board and they will make



           2      a decision based on all of the evidence.  There



           3      will be no decision by the board until they have



           4      received all of the evidence.  And that will



           5      include things that you say in the public



           6      comment portion that will follow the question



           7      period which will follow the BPU's presentation.



           8               The BPU has two phases of the public



           9      hearing.  We have the public comment portion,



          10      and as Mr. Mehlhaff indicated, we are making a



          11      presentation tonight.  There will be a very



          12      similar presentation tomorrow morning.  In



          13      addition, tomorrow morning Black & Veatch will



          14      give a lengthy explanation of the cost of



          15      service report.



          16               Following the public presentation,



          17      there will be a technical portion.  We have



          18      customers who have intervened in this



          19      proceeding.  We will be continuing the technical



          20      portion of the hearing to have further



          21      discussions with our intervening customers.  We



          22      expect that the initial rate recommendation will



          23      be made to the board sometime toward the end of



          24      May, early part of June.  We expect that final



          25      recommendations will be made to the board toward
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           1      the end of this year.  And, again, nothing will



           2      happen until recommendations are made to the



           3      board and the board makes its final decision.



           4               Board members may be present in the



           5      audience to listen today.  If they are not here



           6      today, again, the court reporter will be taking



           7      down everything that everyone says, and all of



           8      this information will be provided to all of the



           9      board members before they make their decision.



          10               Mr. Carson, I would like to ask you, if



          11      you could, to have all of the BPU and the Black



          12      & Veatch witnesses who are going to testify or



          13      make presentations be sworn in.  And I would



          14      repeat that is Mr. Blake Elliott, Darrell



          15      Dorsey, Don Gray, Peggy Howe, Randy Otting, Lori



          16      Austin, Bill Johnson, Jim Epp, Anna White, Craig



          17      Brown, and Ed Overcast.



          18                     THE HEARING OFFICER:  All right.



          19      Thank you.



          20               Those of you that were just named and



          21      who are going to speak or make a presentation,



          22      please raise your right hands.  Do you swear or



          23      affirm to tell the truth, the whole truth and



          24      nothing but the truth?



          25                     (BPU and Black & Veatch
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           1      presenters answered affirmatively I do.)



           2                     THE HEARING OFFICER:  Thank you.



           3                     MS. PETERS:  And I would like to



           4      ask -- I would like to ask Randy Otting to join



           5      me.



           6                     MR. OTTING:  Sure.



           7                     MS. PETERS:  Mr. Carson, at this



           8      time Randy Otting would like to give the



           9      evidence that notice of public hearing was given



          10      in accordance with charter ordinance.



          11                     THE HEARING OFFICER:  Go ahead,



          12      sir.



          13                     MR. OTTING:  Yes, we have filed



          14      our February 1st, 2010 in the Kansas City Star.



          15                     MS. PETERS:  And, Mr. Otting, I



          16      am going to read you a few questions.  Please



          17      state your name and your business address.



          18                     MR. OTTING:  Randy Otting, 540



          19      Minnesota Avenue, Kansas City, Kansas 66101.



          20                     MS. PETERS:  What is your



          21      occupation?



          22                     MR. OTTING:  I'm the director of



          23      accounting.



          24                     MS. PETERS:  What are your



          25      responsibilities relating to the current
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           1      electric and water rate hearing with regard to



           2      publication and notice of public hearing



           3      dissemination of information to the public?



           4                     MR. OTTING:  I was the primary



           5      contact person with the public with regard to



           6      information, and I was also responsible for



           7      making sure that the notice of hearing was



           8      published timely.



           9                     MS. PETERS:  Did the BPU board



          10      direct staff to set a public hearing on the rate



          11      proposal?



          12                     MR. OTTING:  Yes.



          13                     MS. PETERS:  Please list the



          14      dates and places of publication of notice of



          15      public hearing.



          16                     MR. OTTING:  February 1st, 2010,



          17      Kansas City Star.  February 4th, 2010, Wyandotte



          18      West.  February 4th, 2010, Piper Press.



          19      February 4th, 2010, the Wyandotte Echo.



          20                     MS. PETERS:  Could you go ahead



          21      and read the notices.



          22                     MR. OTTING:  Sure.  The notice of



          23      hearing and the affidavits are on file with the



          24      BPU and available for review upon request.  The



          25      affidavit of publication in the Kansas City Star
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           1      was on February 1st, 2010, which provided the



           2      90-day notice required by statute.  This



           3      document is presented and filed as Exhibit 1,



           4      BPU-1.



           5                     MS. PETERS:  And you have BPU-1



           6      there?



           7                     MR. OTTING:  Yes.



           8                     MS. PETERS:  Mr. Carson, I would



           9      like to have introduced at this time BPU Exhibit



          10      1, affidavit of publication.



          11                     THE HEARING OFFICER:  All right.



          12      It is accepted and admitted into evidence and I



          13      find that the 90-day notice requirement required



          14      by the charter ordinance has been fulfilled.



          15                     MS. PETERS:  Thank you, sir.



          16               Mr. Otting, were any petitions for



          17      intervention filed with you?



          18                     MR. OTTING:  Yes.  We had three



          19      on March 3rd, 2010.  Mr. Rick Yarnell, an



          20      individual.  March 15th, 2010, Suburban Water, a



          21      wholesale water customer.  March 30 -- I'm



          22      sorry, March 17th, 2010, we had intervention



          23      with the BPU large customer group which consists



          24      of General Motors, Griffin Wheel, Kansas



          25      University Medical Center, Owens-Corning and
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           1      WaterOne.



           2                     MS. PETERS:  Thank you,



           3      Mr. Otting.



           4               And, Mr. Carson, I note that all of the



           5      petitions for intervention were filed before



           6      March 19th which was the cut-off date for filing



           7      petitions of intervention.



           8                     THE HEARING OFFICER:  All right.



           9                     MS. PETERS:  And any other



          10      exhibits and testimony of the BPU and Black &



          11      Veatch we will introduce into evidence at the



          12      conclusion of the public portion or the



          13      technical portion, sir.



          14                     THE HEARING OFFICER:  All right.



          15                     MS. PETERS:  I would like to at



          16      this time turn the floor over to BPU to make its



          17      public presentation, and I will introduce Mr.



          18      Don Gray, general manager of the Board of Public



          19      Utilities.



          20                     MR. GRAY:  Thank you, Kathy.



          21               Good evening everyone.



          22               First of all, I want to welcome all of



          23      you that are here this evening.  We very much



          24      appreciate you being a witness and being



          25      involved in our rate hearing process.  I think
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           1      it is very important and I appreciate and



           2      respect very much that you are here.



           3               As you know, asking our customers,



           4      asking you to consider allowing us to raise



           5      rates is never easy.  In fact, I don't know if



           6      there is ever a good time to ask for a rate



           7      increase.  However, I just want to say that



           8      staff and I are committed to keeping our rates



           9      as low as possible.



          10               And also with that, we are trying to do



          11      a better job at informing our customers and



          12      giving them information on how they can better



          13      manage their energy and water.  And we have got



          14      in all of the chairs information but included



          15      with the information are these cards that give



          16      useful tips on water and energy usage.  And,



          17      also, on the bottom of the card is our website



          18      location where you can get additional



          19      information.  And, also, you can contact the BPU



          20      office through David Mehlhaff, our public



          21      affairs officer, who you met earlier who can



          22      also get information for you.



          23               As was stated earlier, this is going to



          24      be a lengthy presentation.  We have a lot of



          25      staff that will be involved in giving technical
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           1      portions of this rate hearing as to not only why



           2      we need the rate increases but what we plan to



           3      do with the additional resources.



           4               So, with that, I would like to start



           5      off by mentioning that I will give an overview



           6      and I will primarily talk about our planning



           7      process, historical trends, controlling cost,



           8      and our rate comparisons.  And then staff will



           9      follow with the remainder of the rate hearing



          10      process, cost of service, proposed rates,



          11      purpose of the rate increase, and the



          12      conclusion.  And, also, with staff, as was



          13      mentioned earlier, we have key technical support



          14      from Black & Veatch engineering which is an



          15      internationally known engineering company who



          16      helped us with our cost of service and rate



          17      design work.



          18               In our planning process, the mission of



          19      the utility is "To focus on the needs of our



          20      customers, to improve the quality of life in our



          21      community while promoting safe, reliable and



          22      sustainable utilities."  We are driven by a --



          23      primarily by our strategic plan and then within



          24      that strategic plan we have our key 20-year



          25      electric and water master plans which are the
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           1      primary planning tools that we use.



           2               This is where our challenges are



           3      looking at our historical trends.  Our cash on



           4      hand recently, what that has been showing.  Our



           5      electric sales as well as our water sales.



           6               Our cash on hand since 2004 has been



           7      dropping at a pretty rapid pace.  What this



           8      represents on the 2009, we show a little over 25



           9      million in cash.  That may seem like a lot but



          10      it takes roughly 17 to 20 million a month to



          11      operate the organization.  So, as you can see,



          12      we would like to have ideally about 60 days in



          13      reserves.  And we have been running anywhere



          14      from 23 days to 40 days recently.  And that puts



          15      us dangerously low as far as our liquidity



          16      position is concerned.



          17               Also, as far as our electric sales, the



          18      trends, our industrial sales since 2005 to



          19      current have reduced by roughly 25 percent, our



          20      commercial by 5 percent, and our residential



          21      roughly 6 percent.  And, also, some of these



          22      graphs and the information is also in the



          23      handouts that we provided.



          24               In looking at our water sales trends,



          25      this takes into account all three industrial,

�

                                                                 19







           1      commercial and industrial total.  But as you can



           2      see, since 2006 our water sales have slowed by



           3      roughly 18 percent in recent years.  Although



           4      our cash has been coming in much weaker,



           5      recently what have we been doing to help manage



           6      this reduction -- and, oh, before I get into



           7      that, just why specifically our sales are down.



           8               No. 1, as we all know, the economy in



           9      the last couple of years has been challenging to



          10      say the least.  But we are also a weather-driven



          11      business and the weather really in the last



          12      couple of years has been relatively mild in the



          13      summer and winter periods.  And also very wet



          14      unusually so.



          15               We have had a flat to inclining



          16      population.  I think there is a sense because of



          17      some of the growth that is occurring out



          18      especially in the western region that we are



          19      seeing a population growth going along with it,



          20      but that is really not the case.



          21               And then, lastly, conservation, which



          22      is a good thing.  More and more people, more and



          23      more companies are conserving energy and water.



          24      And we are seeing that.  The new appliances, for



          25      example, that you buy.  You know, water has been
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           1      a part of conservation efforts for a number of



           2      years because there is many areas of our



           3      country.  They're having water shortages so that



           4      has been happening as far as conservation in



           5      that area.  Your flush boxes, for example, in



           6      your homes now use less volume and so forth.  So



           7      conservation has also had an impact.



           8               So what have we done to control our



           9      reduce in cost?  Since -- from 2006 through



          10      2010, we reduced our budget by $55 million.  We



          11      eliminated staff positions for the past five



          12      years.  And as a matter of fact, we have been



          13      reducing staff positions since roughly 1996 and



          14      slowly reducing positions over time.  We have



          15      froze salaries.  All of the management



          16      professional staff with the utility are all



          17      frozen and we are currently working with our



          18      bargaining units in working with them in looking



          19      at -- also looking at some freezes there as



          20      well.



          21               Another thing that we did to help



          22      control our costs was our coal purchases.  We



          23      got -- late last fall in 2009, our cash position



          24      got very weak.  One of the things that we were



          25      able to successfully do was to renegotiate our
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           1      contact -- our coal contract at our Nearman



           2      power station.  Ordinarily, this is a take or



           3      pay contract but because they understood that we



           4      had a lot of coal in inventory because of demand



           5      being down, they did allow us to park the train



           6      for a month and that saved us roughly $4 million



           7      by being able to park the train.  And that was



           8      very important at that point in time to help us



           9      strengthen our cash position because we were



          10      getting dangerously down below -- even below 23



          11      days.  We also were able to park the train for a



          12      period of roughly a month at our Quindaro plant



          13      down in Fairfax also which helped save some



          14      cash.



          15               And like we always do when we don't



          16      have enough money, we delay capital improvement



          17      projects.  And that is a kind of where we have



          18      been recently.  We just have not been spending



          19      money and continually upgrading our aging



          20      infrastructure because we just haven't had the



          21      cash.



          22               Graphically, it basically summarizes.



          23      Again, we have reduced our budget since 2006 by



          24      roughly 55 million.  Now our board approved in



          25      our budget for 2010 678 staff positions but
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           1      currently we are operating at 594 positions



           2      because I have been holding up vacant positions



           3      and haven't been filling them.  Now, the



           4      challenge with that is our service quality



           5      starts to worsen as we have fewer and fewer



           6      people to respond, especially when we get into



           7      emergencies.  But we have had to do that to



           8      protect our cash position.



           9               We have been able to say that our rates



          10      are very competitive.  Our electric rates are



          11      lower than other surrounding utilities and well



          12      below the national average.  And our water rates



          13      are very competitive with surrounding utilities.



          14               For example, looking at a typical



          15      customer on the electric -- monthly electric



          16      bill 920 kilowatt hours.  This is without the



          17      PILOT fees.  $84.67 would be what our electric



          18      charge would be.  And, again, if you compare



          19      that to some of our neighbors like Kansas City



          20      Power & Light, Independence, and so forth -- and



          21      here is -- over here is the national average.



          22      Now this national average number was a 2008



          23      number so we know it has gone up since 2008.  We



          24      don't have the latest data on that but we're



          25      still well below what it was nationally in 2008.
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           1               On the water side, for 8 cubic feet we



           2      are roughly in the middle, at $36.35.



           3               I wanted to point out a little more



           4      carefully the electric utility rates and the



           5      rate comparisons, and also show as an industrial



           6      trend what has been happening.  And this has not



           7      just been happening here regionally, it has been



           8      happening nationally.  Electric rates have been



           9      skyrocketing.  A lot of it is being driven by



          10      not only rising costs of doing business, a lot



          11      of the commodities that we use, whether it be



          12      coal, natural gas, oil or whether we -- you



          13      know, copper has fluctuated in price.  A lot of



          14      our transformers and that are all -- that use



          15      copper.



          16               But environmental mandates have been



          17      also challenging all of us as an industry in



          18      raising rates.  And if you notice, Kansas City



          19      Power & Light, Kansas now, because they both



          20      serve in Kansas and Missouri, we are looking at



          21      Kansas City Power & Light 2006, they had an 8.95



          22      percent and they have been steadily asking for



          23      increases before the Kansas Corporation



          24      Commission.  And they currently have an 11.5



          25      percent before the commission now.  If they get
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           1      anywhere close to that 11.5, since 2006 they



           2      will have increased their fees by 48 -- roughly



           3      49 percent.



           4               If you look at BPU, the last rate



           5      increase we had was in 2006, 2.65.  And then if



           6      you add the one that we are recommending in



           7      2007, it would still be under 10 percent in



           8      total since 2005.  But this -- a lot of the



           9      utilities because of the -- especially when you



          10      go to build new generation, like Iatan II, the



          11      Kansas City Power & Light's building, whether



          12      they are new gas plants, we all know that the



          13      cost for these generating facilities are going



          14      up tremendously.



          15               And then all the environmental systems



          16      that you have to put on these plants really



          17      drive up the costs as well.  And there is more



          18      and more mandates on the environmental side that



          19      is requiring us to convert some of our older



          20      plants and to add better controls to them.  So



          21      this is really starting to drive the cost of



          22      energy upwards.  And, you know, we are getting



          23      into that as well.



          24               The rate hearing process at this time,



          25      I would turn it over to Lori Austin, manager of
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           1      finance, who will cover basically our rate



           2      hearing process.



           3                     MS. AUSTIN:  Thank you, Don.



           4               Just to talk a little bit about a rate



           5      hearing process.  We are a cost of service



           6      organization.  We have engaged the firm of Black



           7      & Veatch to perform a cost of service study in



           8      both our electric and water utility.  We asked



           9      to have them perform a five-year cost of service



          10      study from 2010 through 2014.  Once that cost of



          11      service study was performed, we began our rate



          12      setting process.



          13               We went before our board and asked for



          14      a resolution to approve -- a resolution for a



          15      rate hearing that was approved on February 1st.



          16      That started the 90-day notice for public



          17      review.  And in that public review we allow for



          18      formal review of our rate process and our cost



          19      of service and also any intervention.



          20               It's two -- we provide two formal



          21      public hearings that are conducted in the



          22      morning and the evening after the 90-day period



          23      has expired.  It is overseen by the



          24      administrative judge, who we have here tonight.



          25      The first hearing is tonight and the next
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           1      hearing will be tomorrow morning at 9:00 a.m.



           2               There will be a transcript of the



           3      hearing for both sessions and that is made



           4      available to the public and to the board of



           5      directors once complete.  At a later date we



           6      will ask for our board to vote on what the



           7      proposed rates that are -- that we are



           8      requesting.



           9               Our cost of service study, the focus of



          10      our study is to match the cost of providing the



          11      services to the individual customer classes so



          12      that we can equitably recover those costs.  We



          13      have three major classes:  Residential,



          14      commercial, and industrial.



          15               There is a three-step approach to the



          16      cost of service.  We have a revenue requirement



          17      for the overall utilities, both water and



          18      electric, and that is how much money is needed



          19      to meet our cost of service.



          20               Then we perform a cost allocation from



          21      whom should the money be collected.  And as I



          22      referenced, the three larger groups, the



          23      industrial, residential and commercial.



          24               Then we have -- then the final step is



          25      a rate design.  And it is how should those costs
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           1      -- how should those services be priced among



           2      those individual rate classes.



           3               At this time I would like to turn it



           4      over to Peggy Howe with Black & Veatch.



           5                     MS. HOWE:  Thank you.  Thank you,



           6      Lori.



           7               Black & Veatch was retained by BPU to



           8      provide an independent third-party opinion



           9      needed for the rate study and the cost of



          10      service analysis.  And before I get into the



          11      specific services we provide, I would like to



          12      talk a little bit about my firm.



          13               We are a global firm that provides



          14      engineering consulting services worldwide.  As



          15      indicated up here, we have over 9,000 employees



          16      worldwide and over 100 offices.  We have been in



          17      business for close to 100 years now.  And one of



          18      the things that I would really like to highlight



          19      is the fact that we have built our reputation on



          20      integrity and competence.  And we are very proud



          21      of that and stand behind that as we perform



          22      services to the folks that retain us.  We are an



          23      employee-owned corporation.  That is on a global



          24      basis.



          25               On a local basis or a regional basis,
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           1      we have over 40 offices in the United States, so



           2      we truly understand what is happening in the



           3      industries here that we serve.  We serve water,



           4      wastewater, gas, electric, telecommunications.



           5      We focus on utilities and we know the business



           6      inside and out, you might say.  We also are



           7      very, very local to BPU with offices -- a couple



           8      of offices here in the Kansas City area.



           9               Within Black & Veatch is a sub group or



          10      a division that focuses specifically on



          11      management consulting issues.  These are the



          12      issues associated with finances, associated with



          13      capital financing.  Not so much the hard design



          14      services but the services that support being



          15      able to operate and run the utility.



          16               We do the entire what we call value



          17      chain.  We help utilities with strategies.  We



          18      help them figure out how to pay for items.  We



          19      help them with the business processes to improve



          20      their operations, and we also have a group that



          21      helps them with their technology.  And these



          22      folks just focus strictly on what we call



          23      management consulting.  The folks that are going



          24      to be talking with you today and tomorrow are



          25      part of that group.
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           1               Specific experience in the water and



           2      energy business, I'll talk a little bit about



           3      that.  There are about 50 major metropolitan



           4      areas in the U.S. as far as water.  We have



           5      served over 28 of those 50 areas with all types



           6      of management consulting services.  Just a few



           7      of them would be -- in the region here would be



           8      St. Louis, Wichita, Cincinnati.  And then we



           9      threw Miami-Dade in because that's a new one for



          10      us.  But, again, I want to point out they are



          11      large metropolitan areas, they all face similar



          12      challenges that your utility is facing.  We can



          13      bring the knowledge from those communities to



          14      help you perform better and operate better.



          15               On the electric side, out of the



          16      hundred largest public utilities we provide



          17      service to 37 of them.  Again, we can take that



          18      knowledge and that understanding and bring them



          19      those best practices to help BPU make the right



          20      decisions better and in the best interest of



          21      their customers.



          22               Specifically, the services we provided



          23      we helped with the cost of service and rate



          24      design.  And just to walk you through this, you



          25      start at the bottom of this chart down here.
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           1      And just as you do on a personal level, you have



           2      got to know how much does it cost to operate,



           3      and where the revenue is coming from to get



           4      that.  And I always compare it to, you know,



           5      your personal checkbook.  Money comes in, money



           6      goes out.  You have got to have a good



           7      understanding of what the costs are on a regular



           8      basis and how you are going to fund them.  That



           9      is what we call revenue requirements.  And when



          10      the money coming in is not enough to cover the



          11      costs going out, something needs to be done.



          12      And we are at that point now.



          13               After that we then look at all the



          14      different customers that you have and we say,



          15      all right, who is causing these costs to be



          16      incurred and let's equitably distribute the



          17      costs to those customers and recover the revenue



          18      from those customers.  And that is the purpose



          19      behind doing a rate study and a cost of service



          20      analysis.



          21               So, in summary -- in summary, find out



          22      how much money you need, find out who is causing



          23      the cost to happen, and design rates that will



          24      equitably recover those costs from the specific



          25      customers.
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           1               Our project approach parallels that.



           2      We start off with financial planning, go to the



           3      cost of service analysis, and finish up with the



           4      rate design.  We use proven approaches that are



           5      supported by the industry.  They're consistent



           6      with AWWA, American Water Works Association, and



           7      WEF, Water Environment Federation.  They have



           8      guidelines out there on how to do this and how



           9      to equitably recover those costs so that it is



          10      done consistently across the industry.  We also



          11      look at having specific issues for your



          12      community and make sure that the results are in



          13      tune with the industry but not so inflexible



          14      that they can't meet your specific needs.



          15               So what were the goals of our study for



          16      BPU?  Well, as mentioned earlier by Mr. Gray,



          17      your operating reserves are getting very close



          18      to a concerned position.  So the first thing we



          19      did was we came in and we looked at your



          20      financial targets for 2014.



          21               Now when you go -- when you need to



          22      build major capital, you go to the bond market.



          23      What does the bond market look at?  Well, think



          24      about it again on a personal level.  If you want



          25      to buy a house, what does a bank look at when
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           1      they look at you?  Well, this is on a much



           2      larger and a commercial level but the same thing



           3      happens.  There are certain things that the



           4      market is looking for to understand and



           5      interpret you as a sound financial risk.  And



           6      one of those things is your reserves.  And



           7      they're looking for about 60 days minimum.  And



           8      right now you're sitting at 32 days of reserves.



           9      So, if you needed to go to the market to borrow



          10      money to build capital, you would not be looked



          11      at favorably with those types of capital



          12      reserves.



          13               The second thing we looked at was



          14      improved cash flow and debt service coverage.



          15      Again, debt service coverage is one of those



          16      things that the market looks at to find out how



          17      good a risk you are for lending money.  And,



          18      quite honest, in the past 18 months, since



          19      August of 2008, things have changed considerably



          20      in the bond market.  Right now you are sitting



          21      at a debt service coverage of 1.13.  Right now



          22      1.50 is about the lowest most investors want to



          23      see.  So, again, you need to do something if you



          24      want to go to the bond market to get capital



          25      money to build your capital projects.
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           1               Finally, after we help -- and those



           2      first two items are what was part of the revenue



           3      requirements.  Is we helped you position your



           4      utility for those two items to be met.  After



           5      that we came in and we wanted to adjust rates



           6      equitably.  And this gets into the cost of



           7      service where you allocate the costs



           8      appropriately to who's causing the costs.



           9               And then we also look at some



          10      innovative rate options.  So that if there were



          11      issues, we could be flexible enough to meet your



          12      specific needs.



          13               And those are the services that Black &



          14      Veatch provided.



          15               And with this, Lori will -- Lori Austin



          16      will come back up and continue.



          17                     MS. AUSTIN:  Thank you, Peggy.



          18               Just to talk a little bit further about



          19      why this is necessary.  Peggy talked -- touched



          20      a little bit on it.  Over the last several years



          21      we have had 20 to 45 days of cash on hand.  The



          22      recommended level is 60 days of cash.  At



          23      year-end 2009 we do have -- we did have 32 days



          24      of cash on hand.



          25               With the lack of cash, that doesn't
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           1      allows us to finance the capital projects or



           2      meet our reserve and our debt service



           3      requirements.



           4               We also need to maintain our strong



           5      credit ratings so that when we go to the bond



           6      market that we can receive favorable interest



           7      rates and purchase those bonds for less



           8      expensive costs.



           9               Postponing the capital improvements



          10      will ultimately cause our service disruptions



          11      and our increased costs even more.



          12               We also have inflationary pressures



          13      that many of the other industries are



          14      experiencing where our service materials and



          15      laborers have increased.



          16               And as Don noted earlier, our rates



          17      have been constant since 2007.  We had a small



          18      increase in 2007 and we are below the national



          19      average and also lower than most surrounding



          20      utilities.



          21               So what is being proposed?  To meet the



          22      requirements, the study recommends revenues from



          23      the electric base rates of a series of four



          24      increases each year of 7 percent for 2010, 2011,



          25      2012 and 13.  And water base rates 8 percent in
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           1      2010 and 2011.  And 7 1/2 percent in 2012 and



           2      2013.  Now, that is a total base rate increase



           3      of 7.2 percent in 2010 and '11 and 7.1 percent



           4      in 2012 and 13.



           5               We are also proposing an environmental



           6      surcharge, and that environmental surcharge is a



           7      rider that will allow us to capture costs of



           8      environmental mandates that are required of us



           9      of capital projects for our generation.



          10               The additional modification would be to



          11      our energy rate component.  We are looking to



          12      change that from the current process of six



          13      months winter and six months summer to a



          14      quarterly adjustment, and it would be on an --



          15      through a calendar year basis.



          16               And then -- and then also we are



          17      looking to redefine our summer and winter



          18      periods.  Our current summer period is from May



          19      through October, and then our winter period is



          20      November through April.  We're looking to



          21      redefine that to four months summer and eight



          22      months winter.  So our summer will be May



          23      through August and winter period would be



          24      September through April.



          25               This is a look at our operating cash
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           1      flow under the proposed electric rates.  The



           2      solid line is if we did nothing.  As you can



           3      tell as we get out to 2011, we are definitely



           4      below our ability to fund our capital needs.



           5      The dotted line represents with the proposed



           6      rates.  And with the proposed rates that will



           7      meet our annual revenue requirements and reach



           8      our debt service, the projected 1.6 times



           9      coverage, and also meet our 60-day operating



          10      reserve by 2013.  Now that is building our cash



          11      reserve up to the 60 days by 2013.  It is not



          12      all in one year.



          13               Under water rates, solid line



          14      represents is if we did nothing, and the dotted



          15      line is under the proposed rates.



          16               Now, the water proposed rates will meet



          17      its annual revenue requirements and they have



          18      reached their debt coverage of -- 1.4 times debt



          19      service coverage, and 44 days of operating



          20      reserve by 2013 -- or 2014.



          21               The overall electric rate by classes,



          22      as I stated, the overall percentage is a 7



          23      percent across the four-year period.  When you



          24      break it down by class and recovering those



          25      costs equitably both residential and the large
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           1      power service are above the overall average



           2      cost.  We have put into place that we would not



           3      recover more than 50 percent of the overall



           4      system average in any one class, and that is why



           5      residential and large power service are a little



           6      bit higher through the study period until 2013.



           7               In the water side, the class is by



           8      year.  It's an overall 8 percent in '10 and '11,



           9      and 7 1/2 percent in 2012 and '13.  The



          10      residential small and medium customers would be



          11      a little bit higher than system average.  And



          12      then the industrial would phase in a little bit



          13      higher than average in later years.



          14               So what is being proposed with the



          15      environmental surcharge?  This is a surcharge to



          16      offset the new capital improvement requirements



          17      resulting from environmental regulations.  We



          18      currently have one project that's slated for an



          19      environmental project.  It is the low NOx



          20      burners and overfire air.  Darrell Dorsey will



          21      be talking about that a little bit.  It is a $40



          22      million project.



          23               So, with that, the environmental



          24      surcharge is proposed to be at 1 percent in



          25      2010, and then an additional 1.6 percent in

�

                                                                 38







           1      2011.  This amounts to an average increase for a



           2      residential customer of approximately 40 cents



           3      per month in 2010 and $1.04 per month in 2011.



           4               For a typical residential electric



           5      bill, this is breaking it out by our summer and



           6      winter period.  This is based on 1,150 kilowatt



           7      hours in the summer months and 625 kilowatt



           8      hours in the winter months.  This does not



           9      include PILOT or taxes.  You can see the range



          10      from the summer period 2009 to summer period



          11      2010 we're just coming into.  It's a little bit



          12      of an increase from '09.  And then from the



          13      summer period 2011 is approximately 12 to 13



          14      dollars overall.



          15               From the winter period, as you can see



          16      from '09 to the winter period, there is an



          17      actual decrease.  And then it's about a $7



          18      increase in the winter period in 2011.



          19               On the water side looking at 5 Ccf, 7



          20      Ccf and 10 Ccf, the overall increase for 5 Ccf



          21      would be about $2.72 for the first year, 2.95



          22      for the second year, 2.75 for the third, and



          23      $2.90 for the fourth year.



          24               With that, I will turn it over to



          25      Blake.  Blake Elliott, director of plant.
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           1                     MR. ELLIOTT:  As Lori said, my



           2      name is Blake Elliott, the director of electric



           3      supply planning.  I can't claim all the



           4      planning.



           5               The energy rate component is the



           6      portion of your bill that is broken out



           7      separately that recovers the costs of fuel and



           8      purchase power that the utility has to buy.  And



           9      we -- that was initially put into service back



          10      in 2002 which was our last formal cost of



          11      service study.



          12               We have done the calculation 18 times.



          13      One of those times was the mid-period



          14      adjustment.



          15               And what we have seen is a lot of



          16      volatility in the ERC.  A lot of volatility



          17      comes from the volatility in the gas market.



          18      The gas market, we have seen gas prices at $14



          19      per MMBTU, and we have seen gas prices at $4 for



          20      MMBTU.  So as that gas price swings, we see a



          21      lot of volatility in that pricing and it causes



          22      our ERC to move quite a bit.  So we would like



          23      to reduce that volatility.  We have seen a range



          24      in ERC from 1.25 through 4.25 cents per kilowatt



          25      hour on a -- for the every kilowatt hour that

�

                                                                 40







           1      you use on your bill.



           2               And then some of that additional



           3      volatility is from the reconciliation adjustment



           4      or the true-up that is done at the end of the



           5      period.  We make forecasts and do the



           6      calculation on that, but then the following year



           7      when we know what the final costs were for that



           8      previous period we true those costs up and we



           9      roll that into the calculation also.



          10               This is the graphical representation of



          11      exactly what has happened in each summer and



          12      winter period.  This is that mid-period



          13      adjustment, the $4 -- or $4.25 per kilowatt



          14      hour.  And that was just for two months, the



          15      months of September and October in 2008.



          16               The proposed changes, again, Lori



          17      mentioned this, we want to reduce the period



          18      from six months to three months.  And we want to



          19      perform that reconciliation adjustment more



          20      quickly.  Right now there's a year to year so



          21      that summer is reconciled with summer.  We hold



          22      on to that for quite a bit of time.  We think we



          23      can reduce volatility by shortening that period



          24      and doing the reconciliation more quickly.



          25               We would like to broaden the definition
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           1      of the power supply costs.  We want to capture



           2      all of our power supply costs in the ERC and



           3      that's some new ones that may be coming up we'll



           4      talk about.



           5               Also, there is a voltage adjustment



           6      that's done in the ERC and we're proposing to



           7      move that out of ERC and move it over actually



           8      into the individual customer class bill



           9      depending upon that customer and what voltage



          10      they take -- their meter is located at.



          11               These are the changes in the power



          12      supply costs.  We want to include all of the



          13      demand charges for purchase power and



          14      transmission.  In there right now some of the



          15      demand charges are excluded from going into ERC.



          16      We would like to get them all in there.  Because



          17      the demand charges truly are you don't have



          18      demand unless you need energy.  This truly is an



          19      energy cost to us.



          20               The SPP, which is the Southwestern



          21      Power Pool is the regional transmission



          22      organization we belong to.  There's a lot of



          23      development in the SPP about future market



          24      things that we'll have to operate in to stay



          25      connected to the grid.  There will be some new
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           1      market requirements, consolidated balancing



           2      authority.  There is some new transmission costs



           3      to get extra high voltage transmission



           4      available, to get wind energy out of the



           5      Midwest.  You may have heard some of that in the



           6      paper.  That is a very big discussion point.



           7      And then ancillary services which is some pretty



           8      specific generation-type definitions.



           9               We would like to recover costs



          10      associated with demand response programs that



          11      would give the utility actual control over



          12      customer load.  If we see the load is going to



          13      go up so high on a day and we can do something



          14      to control that load, that is -- and bring it



          15      down, then we don't have to go out and buy



          16      additional generation for that time period.  So



          17      we would like to recover some of those costs for



          18      that type of equipment and charges.



          19               Also, some -- the renewable energy



          20      credits that come with our alternative energy,



          21      our renewable energy, when those are sold back



          22      to the marketplace we want to give a portion of



          23      that back to our customers in the form of a



          24      credit.  In the reconciliation adjustment.



          25               I think that is the end of mine and I'm

�

                                                                 43







           1      going to ask Darrel Dorsey, next presenter.



           2                     MR. DORSEY:  Good evening.



           3               I will start off with a little



           4      background on the electric production and supply



           5      division for those of you that may not be



           6      familiar with our organization.  We have got



           7      about 211 employees in this division, the bulk



           8      of which are at the power generating stations.



           9               The Nearman plant is the youngest



          10      plant.  It is not really new anymore.  It is 29



          11      years old, but it is a single coal-fired unit,



          12      235 megawatts.  We also have one combustion



          13      turbine.  Our newest combustion turbine, CT4, is



          14      at that site as well.



          15               Quindaro power station has two



          16      coal-fired units.  It also has three combustion



          17      turbines.



          18               The old Kaw power station had three



          19      coal-fired units that also fired natural gas.



          20      The Kaw power station has been in long-term cold



          21      storage since about 2004.  It's not operating at



          22      this time and there's nothing within this plan



          23      to operate that station.



          24               There is a number of other departments



          25      within the division.  Environmental services
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           1      provides monitoring and reporting for all of our



           2      regulatory requirements.  They also provide the



           3      same services to the rest of the utility in some



           4      other areas.



           5               Fuels, we have a lot of activity in the



           6      fuel procurement for both coal, natural gas, and



           7      oil.  All fuels we're using at the plants for



           8      the main units.



           9               Planning, which is Blake's department.



          10               Energy control center, which is the



          11      dispatching of the energy from the power plants,



          12      but they also handle the shorter term wholesale



          13      power market, both selling power on the market



          14      and buying power from the market.



          15               Then key accounts, which is a set-up to



          16      address the unique concerns of our top 50 key



          17      account customers.



          18               First of all, in 2010, we have made a



          19      lost of cuts to stay within the revenue that we



          20      have right now.  Just in 2010 we made from the



          21      operational maintenance budget alone about $4



          22      million worth of cuts in deferrals, work that



          23      we're pushing out to future years.



          24               One big example is our Combustion



          25      Turbine #1 and 3 overhauls.  These are the three
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           1      combustion turbines that I mentioned were at the



           2      Quindaro power station.  Unit 1 is the oldest.



           3      Unit 3 and 1 are both due for overhauls, where



           4      we basically open the machine, inspect and make



           5      repairs as necessary and reassemble it.  It's



           6      the kind of the equipment we don't know what we



           7      have wrong until we open it and inspect it.



           8      It's a big job.  I mean, we will spend over a



           9      million dollars on each one of those just on the



          10      inspection, the open and close and inspect.  And



          11      then the necessary repairs are determined as we



          12      go.



          13               We made a lot of other cuts as well.



          14      We deferred some boiler feed pump overhauls,



          15      structural repairs.  We made unilateral cuts



          16      across a lot of maintenance accounts.  I mean,



          17      most of the maintenance accounts, quite frankly.



          18               Again, we deferred some of the demand



          19      side management programs that we'd been looking



          20      into that Blake mentioned.  Environmental data



          21      acquisition systems.  We built in some



          22      additional attrition on our labor.  As Don



          23      mentioned, we're holding off on filling



          24      positions to save some cash.  Delayed vehicle



          25      procurements.  And that is just a sampling of

�

                                                                 46







           1      some of the budget cuts that we've made not only



           2      at the power stations but to meet the O & M



           3      budget.



           4               Capital cuts in our capital dollars, we



           5      cut a good $9 million.  About $3 million worth



           6      of work that we would do at Nearman right now if



           7      we had the funding, and about 6 million at



           8      Quindaro.



           9               Again, just some examples.  Combustion



          10      Turbine #5 will be the next combustion turbine



          11      addition.  You may recall at one time we were



          12      going to add another coal-fired plant.  We



          13      haven't done so.  We don't believe we can do so



          14      in the near-term future, so our next plan is to



          15      install another combustion turbine.



          16               Now, this is actually the Combustion



          17      Turbine 4 that went into service in 2006.



          18      Combustion Turbine 5 in this plan is planned to



          19      be the same, basically a mirror image, a



          20      duplicate of Combustion Turbine 4, would sit



          21      right next to it out at the Nearman power plant.



          22      That is in this five-year capital plan.



          23               Some other projects that were pushed



          24      out, mercury monitoring equipment, lightning



          25      protection systems, roofing replacements.  We
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           1      have roofs that we're just repairing until we



           2      can take care of a larger replacement project.



           3               Levee improvements, both Nearman and



           4      Quindaro have levees to protect them from



           5      flooding.  If you recall the last big flood,



           6      Nearman, for example, was totally surrounded.



           7      100 percent surrounded by flood water.  It needs



           8      a lot of levee improvements to maintain its



           9      certification and that level of protection.



          10               The Quindaro flood wall needs some



          11      work.  We pushed both of those out to 2011 as



          12      well.  We're comfortable in doing so at this



          13      time predominantly because the Quindaro project,



          14      the Corps of Engineers has just recently done



          15      some more detailed analysis of the flood wall.



          16      There is a possibility they will be reducing the



          17      scope and stretching out the work.  So we were



          18      quite comfortable with pushing that one out.



          19               The Nearman project, we felt we had



          20      time.  It's mainly a lot of rock riff raff that



          21      has to be repaired and replaced, but the work



          22      will have to be done.



          23               Combustion Turbine #3 air duct.  These



          24      combustion turbines have a lot of steel liners



          25      inside the air ducts.  We're having problems
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           1      with it.  Needs to be replaced.



           2               Mill gears and liners, traveling



           3      screens for the intakes.  Again, these are --



           4      this is just a sampling of some of the projects



           5      we cut and deferred and work that we pushed out.



           6      We probably had at least 24 projects of this



           7      nature that were deferred to later years.



           8               As far as our future needs, we will



           9      need to complete a lot of this deferred work.



          10      It's not like we can keep pushing it out



          11      forever.  You know, where we've pushed work out



          12      we were comfortable with for the time being but



          13      we know we've got to do it starting in 2011 and



          14      12 to get caught up.



          15               Also in the five-year capital plan,



          16      though, are the overhauls for all three of the



          17      coal-fired units.  Just as I mentioned with



          18      combustion turbines, we have to periodically



          19      completely tear them down, inspect them and make



          20      repairs as necessary.  All three coal-fired



          21      units will experience that in this five-year



          22      period.



          23               Combustion Turbines #2 and 4 will also



          24      undergo overhauls.  Lori mentioned the low NOx



          25      burner work, that will be installed by 2012 at
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           1      the two plants.  We have to replace Nearman air



           2      heater baskets and install the new combustion



           3      turbine.  And, again, that is just a sampling of



           4      some of the major work that is in the five-year



           5      plan.



           6               What it equates to is the Nearman



           7      projects over the next five years require about



           8      $20 million.  The Quindaro projects about $35



           9      million.  The new CT 5 is currently running an



          10      estimate of about $74.5 million.  And as Lori



          11      mentioned earlier, the low NOx burner project is



          12      about 40 million.  We actually have engineers



          13      working right now on an update for that cost but



          14      we feel it's going to be pretty close.



          15               The bulk of this will be funded through



          16      bond funding to get these capital needs.  So it



          17      is not a matter of we have to raise this much



          18      money in five years.  We only have to raise the



          19      debt service requirement for those bonds for



          20      that time period.



          21               Oh, we mentioned the environmental



          22      surcharge rider.  The first project is related



          23      to the Kansas City ozone.  You have probably



          24      seen the ozone alerts on the news on TV and on



          25      some of the buses going around downtown.  They
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           1      finally have come out with the mandates that



           2      require us to install the low NOx burners and



           3      overfire air systems to help bring down the



           4      ozone in the Kansas City area.  Now, that's



           5      about a $40 million project.  That is what this



           6      initial environmental surcharge will recapture



           7      is the bond debt service to retire the bonds for



           8      that environmental project.



           9               But there is a wide range of additional



          10      environmental concerns that we know are on the



          11      horizon.  They haven't come to fruition yet.  We



          12      can't say exactly when they will but we know



          13      they're going to be costly.



          14               Regional haze is like how well you can



          15      see from one mountain range to the other.  You



          16      know, a hundred years ago, it was crystal clear,



          17      today it's a little hazy.  They want to clear



          18      that up.  If regional haze kicks in for Nearman,



          19      and we are hoping it won't do so for another



          20      five years, but we estimated about $169 million



          21      just to do scrubbers for that power station.  So



          22      there is potentially some large dollars involved



          23      in those projects.



          24               Hazardous air pollutants.  Mercury.



          25      They did have a mercury rule out.  It was
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           1      rescinded.  We know it's going to come back out



           2      again.  We may have to install some mercury



           3      controls.



           4               Particulate matter.  The National



           5      Ambient Air Quality Standard revisions, just



           6      pointing out, those are kind of a baseline that



           7      kind of sets the standard from which all these



           8      programs evolve.  And they continue to evolve



           9      and tighten up on the ambient air quality



          10      standards.  These programs will come to



          11      fruition.  There's been a lot of talk about



          12      carbon lately.  I don't know where it is going



          13      to go.  We just know that when it gets here it's



          14      going to be expensive.  So there is a lot of



          15      future concerns where this environmental



          16      surcharge can come into play as well to retire,



          17      again, the capital funds necessary to do these



          18      major environmental projects.



          19               One of the things that frequently gets



          20      asked is what are we doing to mitigate some of



          21      those environmental costs, you know, because we



          22      have these coal-fired units and gas units.  We



          23      have emissions.  We already have quite a bit of



          24      alternative energy in our system.  Green power



          25      as people like to call it.  We have 38 megawatts
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           1      coming in from the Southwest Power



           2      Administration, 5 megawatts from the Western



           3      Area Power Administration.  We have a 25



           4      megawatt take on the Smoky Hills Wind Farm,



           5      which is the one off of I-70 as you go out west



           6      of Salina.  And we just recently started pulling



           7      in 1.6 megawatts off of a new landfill gas



           8      project.  So we are in a pretty good position



           9      right now.



          10               Now, I should mention the state of



          11      Kansas does not -- nor the federal government



          12      requires us to have a mandatory renewable energy



          13      portfolio, but this is what we have on, I guess



          14      you would say, a voluntary basis.  So that does



          15      help us mitigate some of our emissions costs to



          16      a degree.



          17               Future energy supplies, we do continue



          18      to work on future renewables.  That's something



          19      that planning, Blake, works on quite extensively



          20      looking at when the next opportunity is for



          21      additional landfill gas, wind energy, hydro.



          22      You know, whatever we can find we are willing to



          23      take a look at.



          24               Conventional purchase power agreements



          25      where we sign up with another utility to buy
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           1      their power for a period of time.  If the right



           2      offer is made and it's cheaper than what we can



           3      do it ourselves, we will buy the power from the



           4      other utility.



           5               The Southwest Power Pool energy



           6      markets.  As Blake mentioned, those are evolving



           7      markets.  We are market participants.  Right now



           8      it's just a real-time -- right now they -- you



           9      know, today's a power-type market, but they are



          10      evolving day-ahead markets, ancillary service



          11      markets.  I don't know if they will manage to



          12      pull together any capacity markets, but we will



          13      continue to participate in those as well to



          14      provide your energy.



          15               Of course, demand side management as



          16      Blake mentioned is a great endeavor.  It has got



          17      a lot of potential for us to have control of



          18      energy in the community to help out this overall



          19      situation.  It has got some real value.



          20               But in the short term, our next



          21      addition is, as I mentioned earlier, natural gas



          22      generation by adding a combustion turbine at the



          23      Nearman power station.



          24               So that is kind of an overview of what



          25      is in the five-year capital plan and the cost of
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           1      service for the electric production and supply



           2      division.



           3               With that, I will turn it over to Bill



           4      Johnson.



           5                     MR. JOHNSON:  Thank you, Darrell.



           6               Again, my name is Bill Johnson.  I'm



           7      manager of electric operations and technology.



           8               And just like Darrell, we have got a



           9      sizable workforce.  We've got about 199



          10      employees within that division.  What the



          11      division is primarily responsible for is taking



          12      the energy generated at our power plants and



          13      transporting and delivering that energy to each



          14      and every business and home in the Kansas City



          15      community.



          16               We have got -- some of the departments



          17      that make up electric operations and technology



          18      is our T & D section, we've got our metering



          19      section.  Information technology.  We have got



          20      our fleet or our transportation.  We provide a



          21      lot of transportation support for the entire



          22      organization.



          23               What we have in our five-year forecast,



          24      which is part of this cost of service, are



          25      capital projects to go in and rebuild a lot of
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           1      over and underground distribution, and also do



           2      some upgrades on some of our transmission



           3      circuits.  Got about $56 million for



           4      distribution work alone, and I will get more --



           5      and give you more specific information about



           6      this.



           7               Transmission upgrades are about 33



           8      million.  Substation improvements and new



           9      additions were about $42 million.  And the



          10      AMI/AMR project which is advanced metering, or



          11      automated meter reading system, is about $13



          12      million.  And a $16 million investment in our



          13      existing radio system, two-way radio system,



          14      which is a system that all of our field crews



          15      use.  Electric, water, customer service field



          16      crews.  But also it's kind of a joint use radio



          17      system where we also share that radio system



          18      with the Unified Government.  Police, fire,



          19      emergency management also rides on that same



          20      system.



          21               The system is at a point where it is



          22      starting to run out of warranty, where it is



          23      starting to lose a lot of manufacturing and



          24      support on that system.  And we are looking at a



          25      number of avenues trying to create -- get some
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           1      additional financing, but it's simply past the



           2      point where we need to start looking at



           3      replacing it.



           4               This is a construction overview of what



           5      we are proposing to do with our T & D



           6      construction plant.  We want to build new 161



           7      substations and do some upgrades to our 15 kV



           8      distribution network.  The reason for that is



           9      there is an increase for energy that is



          10      continuing to go up.



          11               And, also, we have got a service



          12      territory that is still expanding.  A lot of the



          13      development that you see out west, a lot of that



          14      development is going into places where we really



          15      don't have adequate distribution circuits.  So



          16      we're having to extend our distribution network



          17      further and further out to meet that new growth.



          18               And, also, homes are -- even though



          19      they are more energy efficient, homes are



          20      becoming more and more bigger.  Appliances are



          21      using more energy.  While some of them are using



          22      less, you know, the flat screen TVs and some of



          23      the other things you're seeing are driving up



          24      that demand for new energy.



          25               The other thing we are wanting to do at
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           1      our substation, and this is a plan that we have



           2      started some time ago, is to continue converting



           3      a lot of our 69 line kV substations to 161.



           4      What I mean by that, if you took a look at our



           5      service territory, about -- we've got 29 major



           6      substations and about half of those substations



           7      are 161 kV or 161,000 volt substations.  The



           8      other half are 69,000 substations.



           9               We started converting those substations



          10      over to 161 to increase reliability for all of



          11      our customers and also to move our transmission



          12      network to one voltage.  So in the long run that



          13      will reduce cost and also eliminate some of the



          14      problems we're having with some of the aging



          15      infrastructure.  Our 69 kV system is our only



          16      system.  As it stands now, the utility spends



          17      more dollars than we would like because we are



          18      having to maintain both systems at the same



          19      time.  So we are trying to mitigate some of that



          20      by moving it to one standardized or one voltage.



          21               Same thing with our 15 kV distribution



          22      system.  We have got two distribution voltages



          23      in KCK.  As we build new substations and convert



          24      those 69 kV stations to 161, that also gives us



          25      an opportunity to get our distribution network
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           1      to one voltage, too, so we're not having to



           2      support two.  And then the other part of the



           3      project is just to do some upgrade to our



           4      southern 161 loop that will add some capacity.



           5               A little bit deeper detail on the



           6      substation transmission projects that are



           7      actually in the budget is our Wolcott substation



           8      is the first one I will talk about.  It is a new



           9      substation that is being built out in the



          10      Wolcott community.  The purpose for this is to



          11      create a new intertie with Kansas City Power &



          12      Light.  Our intertie right now is at Maywood



          13      substation at 94th and Parallel.  This one was



          14      set further north and it will create a new



          15      intertie.



          16               It will also provide redundant service



          17      to a substation that was -- that is already in



          18      the Piper community.  If you go out 123rd



          19      Street, there is a substation that we energized



          20      about five years ago called Piper West.



          21               We need to build a new Wolcott inner



          22      sub -- and a transmission project to provide a



          23      secondary feed to that substation so that we



          24      will have a back-up feed in case we need -- we



          25      lose the one transmission line that's feed it,
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           1      we will have a secondary line that's already



           2      there.  Or we can take it out for maintenance.



           3      We will also have that secondary line there.



           4               We are also proposing an east Fairfax



           5      substation.  This project is -- goes along with



           6      what I said earlier with converting the 69 kV



           7      substations to 161.  What we are proposing to do



           8      with Fairfax is to eliminate three existing 69



           9      kV substations and build one new one to replace



          10      it.  It will also give us the ability to tackle



          11      some of this aging infrastructure that's down



          12      there.  And I will get a little bit deeper into



          13      that in some slides that's coming up.  But it



          14      will also give us a chance to expand and



          15      increase our distribution reliability down there



          16      and make Fairfax a place that we can market



          17      better in the future but also provide and



          18      support new growth to the existing customers



          19      that are down there.  The customers want to



          20      expand so we have to have distribution capacity



          21      within our system to be able to support that.



          22               The other main substation project is



          23      Muncie substation.  Again, it is an existing



          24      substation.  It's a 69 kV substation that we



          25      would like to convert over to a 161.  It is one
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           1      of our oldest substations on the system.  In



           2      fact, the two oldest substations is -- one is at



           3      Fairfax and this is the other one.



           4               I will talk about some of the age and



           5      infrastructure down here later on and show you



           6      why this -- converting this substation is past



           7      the critical state is something that is in our



           8      plan and why we need to replace that.  The main



           9      thing that goes into that decision is that's one



          10      of the substations that provide service to the



          11      downtown community.  So that is what makes it



          12      critical.  And like I said earlier, it's also



          13      one of our older substations.



          14               Here is a map of some of the projects



          15      that I just talked about.  What I would like to



          16      do is draw your attention to this line here



          17      (indicating).  This is a transmission line out



          18      west.  This is the 435 interchange.  This line



          19      is owned by Kansas City Power & Light.



          20               What is interesting about it is here is



          21      our Maywood substation (indicating), here is the



          22      Piper substation (indicating) I talked about



          23      earlier.  There is -- this transmission line is



          24      primarily responsible for feeding and providing



          25      service to this entire area here (indicating).
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           1               And the interesting thing is we are



           2      providing service off a line that BPU don't even



           3      own.  We tapped into that line here to feed



           4      Piper here, so Piper and Maywood is already



           5      providing distribution service.  This is a



           6      transmission line project that is already on the



           7      way and we hope to complete it by the end of



           8      this year.



           9               The substation will probably be



          10      energized next year and our plans following that



          11      is to construct the new 161 line from Wolcott



          12      back down to our Nearman power plant that



          13      Darrell talked about earlier.  The reason for



          14      that is BPU needs to have some ownership in --



          15      of transmissions that feeds its community.  And



          16      we just take it away from relying on another



          17      utility to provide that type of service to



          18      Kansas City.



          19               We talked about Fairfax.  A lot of our



          20      budget is going to be spent in this area just



          21      building a new substation and replacing three.



          22      And this is Muncie here.



          23               Some of the transmission work I talked



          24      about earlier is this other loop.  It's a



          25      transmission line that is already there.  Our
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           1      plans are -- is to leave that -- the poles



           2      there.  Leave everything else there, just



           3      reconduct, put up a little bit bigger wire so we



           4      can have a little bit more capacity built within



           5      that circuit.



           6               I've talked about transmission



           7      projects, now I would like to shift to



           8      distribution.  Part of our strategy for wanting



           9      to upgrade some of our distribution is to mainly



          10      focus on some of these 60 to 80-year-old



          11      underground and overhead infrastructure that's



          12      more in our central core for the downtown area,



          13      in Fairfax, and in the Armourdale area more



          14      specifically.



          15               But years ago the design was to put in



          16      a lot of lead and paper cable.  That requires



          17      specialized-type work.  It's the whole



          18      infrastructure.  Most engineering standards have



          19      moved away from that type of construction, and



          20      we've already started replacing a lot of it.



          21      Our plan is to continue replacing that.  It will



          22      provide a lot more efficiency, reliability to



          23      our system.  While we are going through it, we



          24      will have the ability to also take a look at a



          25      lot of duct bank manholes that are that age,
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           1      too.  A lot of them are starting to deteriorate.



           2               We'll also be doing some overhead



           3      distribution upgrades in that area, too.  The



           4      primary reason is to again mitigate some of the



           5      aging infrastructures and also increase some of



           6      our load capacity.  A lot of the existing wire



           7      that is there now is really undersized based on



           8      what our today's standards are.  So going in and



           9      replacing some poles and putting up a little bit



          10      larger wire will certainly help.  Not only



          11      provide greater reliability but also add more



          12      capacity.  And while we are in there, it would



          13      be a good opportunity to take advantage of a lot



          14      of vegetation management, trimming trees, and



          15      doing some of the necessary work that would



          16      eliminate some of the outages down the road.



          17               The other thing I talk about with



          18      Muncie is also, you know, picking up my focus on



          19      how do we improve service to the downtown



          20      community.  Muncie is one of two substations



          21      that feed power to downtown.  There is some



          22      dedicated feeders, meaning that there are



          23      feeders that come downtown that really don't



          24      have any or hardly -- or very few residential



          25      customers attached to them.  Those are some of
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           1      the things that we are taking a look at first.



           2               What I want to pointed out on this map



           3      is where some of the distribution dollars are



           4      going to be spent.  Kind of got a color-coded



           5      chart here from 2010 to 2014 that just shows



           6      here is where we are spending dollars on the



           7      Fairfax project and some of the additional



           8      dollars that we are asking for under this rate



           9      increase will be spent in this area in 2010.  A



          10      lot of this work out here is being done by a



          11      previous bond request that we got last year.



          12      But there is not enough dollars to really



          13      complete some of the things that we are wanting



          14      to do out there as well as down here, so that is



          15      where the new dollars will come in to have a



          16      bigger impact in these areas.



          17               And then what we're doing is just kind



          18      of follow this color code down and, you know, do



          19      some rebuilding in this section in 2011, 2012,



          20      and then work our way south.  With all this that



          21      we have got in here, it's -- we'll make some



          22      significant upgrades to some key areas but



          23      certainly wouldn't be looking at rebuilding this



          24      whole area here, just addressing some of the



          25      more pressing needs.
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           1               Some of the spending by area.  I kind



           2      of split the -- our service territory along 635



           3      east and west and along I-70 north and south.



           4      And use it following that same -- that same



           5      quadrant.  The northeast is going to receive



           6      about $40 million worth of -- or that spending.



           7      Most of it would be in the Fairfax and the



           8      downtown area.  We will have some dollars in the



           9      residential area, mostly some of the overhead



          10      rebuild.  This would be a lot of underground



          11      that's downtown and some overhead in Fairfax.



          12               The northwest, like I said earlier,



          13      there is some financing already in place to take



          14      care of some of those projects, but there's



          15      going to be new service coming out of the



          16      Wolcott substation.  We are already running new



          17      feeders out of the Piper substation now.  And



          18      what makes that -- what makes that important to



          19      us is that this station that I talked about



          20      earlier that is at 94th and Parallel, our plan



          21      is to start shifting the residential customers



          22      more and more away from that so -- so that that



          23      substation can be better suited for a lot of the



          24      entertainment and retail that is starting to



          25      appear around the Village West area.  It will be
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           1      more and more a dedicated substation for growth



           2      in that area.



           3               The southeast is a lot of the



           4      transmission line upgrades and as well as the



           5      southwest.  It would just be reconducting some



           6      of those transmission lines that are already



           7      there.



           8               With this slide what I want to talk



           9      about is just some of the age of some of the



          10      distribution here.  Why upgrading some of this



          11      distribution is so important.  This section



          12      here, which is east of 635, which I have already



          13      talked about, it also has a lot of the lead and



          14      paper cable and even some of the old overhead is



          15      something that we want to upgrade.  Mainly



          16      because a lot of this stuff is between 60 and 80



          17      years old.  And if you get down into parts of



          18      Fairfax and parts of Armourdale there may be



          19      small sections that may even extend beyond that.



          20               What we have done over the last 10



          21      years is to go in with smaller projects and just



          22      kind of make some upgrades, some -- you know,



          23      smaller sections that we have rebuilt.  Like I



          24      said earlier, we are not going to be able to



          25      rebuild all of this but we can certainly go in
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           1      and continue to focus on some of the more



           2      critical areas.  Some of the areas where we have



           3      some of the oldest infrastructures still there



           4      and continue to make upgrades until we can start



           5      making this area, you know, more reliable and



           6      provide the type of quality service that we



           7      would all want to continue to provide.



           8               Here is a map that just kind of shows



           9      how we got to where we are at.  Prior to 1964,



          10      BPU served this section right here that is in



          11      the yellow (indicating).  Throughout --



          12      throughout the years we have continued to buy



          13      more and more service territory from Kansas City



          14      Power & Light.



          15               In 1968, we acquired this service



          16      territory in blue (indicating).  And then in



          17      '71, we expanded out here (indicating).  '72, we



          18      purchased all of this (indicating).  '74, we



          19      purchased this section (indicating).  And then,



          20      finally, in '82 we came out in this section



          21      (indicating).



          22               Now what we have done is as we bought



          23      more service territory, we went in and upgraded



          24      some of the transmission -- the old transmission



          25      service there.  We did go in and put in some new
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           1      substations.  We didn't really do a lot of



           2      distribution upgrades.  We kind of left a lot of



           3      those circuits that we bought from Kansas City



           4      Power & Light in place.  But what it has done to



           5      us over the years, and because we haven't had



           6      the budget to completely do some of the things



           7      that we have tried to do in the past, you can



           8      see where our 69 substations began to age more



           9      and more.



          10               Muncie substation, I talked about



          11      earlier, is right here (indicating).  The



          12      substation and the transformer that's there is



          13      about 60 years old.  A new transformer has a



          14      normal life expectancy of about 30 years.  So



          15      this kind of shows you where we're at with the



          16      age of these units.  74 percent of our



          17      transformers are past 30 years old.  That is why



          18      it's critical that BPU does not continue to push



          19      this infrastructure further and further out into



          20      the future because we're going to get to the



          21      point where we can't support it.



          22               This is another shot of all of our



          23      transformers, all of our substation



          24      transformers.  When you mix in the 161



          25      transformers in our substations, these are our
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           1      newer units.  You can still see somewhere in the



           2      50 to 60 percent range.  You know, we still have



           3      a lot of transformers that are past 30 years



           4      old.



           5               In our conversion of 69 to 161



           6      conversion, a plan that we started is -- was



           7      creating this down here and is -- and we are



           8      removing this older section up here and this is



           9      what we are planning to do with this cost of



          10      service study in our five-year forecast.  To do



          11      that it is going to cost, you know, money.  You



          12      know, just like everything else prices of



          13      material, the prices of professional services



          14      have gone up.



          15               Don talked about some of the wire



          16      transformers earlier in his introduction.  The



          17      transformers that we're using is pretty standard



          18      in the new substations that we are building now.



          19      In 2005, that transformer was about $638,000.



          20      In all of our substations, designs can put two



          21      transformers in there so we have switching



          22      capabilities within a substation.  We'll need to



          23      take one transformer out for service and we've



          24      got the other one there that's sized properly so



          25      it can carry the load -- the majority of the
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           1      load of the substation.



           2               Since 2005, this transformer has gone



           3      from $638,000 to about 1.4 to 1.5 million



           4      dollars.  So, you know, as we go through and



           5      build new substations those projects are



           6      becoming more and more expensive to build.  So



           7      the distribution transformers, these are



           8      transformers that you see on the poles.  These



           9      are transformers you see right outside of a



          10      business.  The lower voltage transformers.



          11               There is 2007 prices -- price increases



          12      since 2007 and these are transformers that we



          13      commonly use every year for new construction,



          14      storm restoration.  We go through probably 250



          15      or so distribution transformers a year.



          16               But the price increases range from



          17      about 45 percent up to well over a hundred



          18      percent in this short span, which is shorter



          19      than what I talked about up here.  So this kind



          20      of shows where the price of materials are going



          21      up.



          22               Here is just a few more pieces of



          23      commonly used stock items.  Wooden poles, 35 and



          24      45 foot poles that will increase 35 and 80



          25      percent.  Wire for dis -- for, you know, the
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           1      rebuilding of the distribution circuits that I



           2      talked about overhead.  Underground wire you are



           3      looking at 200, 300, 363 percent price



           4      increases.  So these are serious increases in



           5      price that just gives you an idea of we need to



           6      finance these projects and these projects are



           7      becoming more and more expensive when we do



           8      build budgets to help support them.



           9               Darrell talked about earlier some of



          10      the cuts that the production side has made, and,



          11      you know, Don talked about some of the cuts



          12      earlier, too, that the entire utility has made.



          13      Just a snapshot of some of the things we have



          14      done is reduce staffing.  We have certainly



          15      delayed and deferred a lot of improvements over



          16      the years that, you know, has been needed.  We



          17      have pushed out a lot of upgrades in our



          18      telecommunications, a lot of our IT systems.  We



          19      made -- we made some investments in some areas



          20      but some areas we really haven't touched in a



          21      while and there are some things that we still



          22      need to do there.



          23               Vehicles and work equipment.  We



          24      purchase all the work equipment and vehicles for



          25      the utility and maintain them.  And it has been
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           1      about four years since we have bought any cars



           2      or work equipment other than maybe one or two.



           3      So we are starting to fall behind there and we



           4      are starting to see some of these units drive up



           5      our maintenance costs higher and higher.  And



           6      some of them are either -- even a piece of



           7      equipment that we have taken out of service so



           8      it is not available when we need it.  We are



           9      going to have to address this -- the situation,



          10      especially when we are building some of these



          11      other projects because these are the tools that



          12      we use to not only maintain but also to build



          13      the new projects that we are proposing.



          14               Tree trimming has taken a big hit.  The



          15      past budgets, we have had to cut our trimming



          16      budget by about a fifth.  We also were driven by



          17      inert to do a lot of tree trimming on our



          18      transmission lines because we really didn't have



          19      the budget to support that.  We just shifted



          20      money from our distribution work over to our



          21      transmission type of work.  The last two summers



          22      have been, you know, cooler than normal.  We



          23      have had storms that extend into the summertime.



          24      So not maintaining those trees have created a



          25      lot of outages and our community has suffered
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           1      through repeat outages.  We are hoping to build



           2      that back -- that tree trimming budget back up



           3      and get back on schedule.



           4               We have got about 34 locations which



           5      are substations and other facilities under



           6      electric operations.  And like Darrell talked



           7      about earlier, we have got roofing and HVAC



           8      systems, plumbing, things that we continue to



           9      push further and further out because we just



          10      didn't have the dollars to help support it.



          11               Parking surfaces, our grass cutting.



          12      It is not just these locations but all of our



          13      power plants, all of our water facilities, that



          14      number goes quite a bit up when you look at all



          15      the grass cutting.  Even the vacant lots that



          16      BPU used to have equipment on them.  But, you



          17      know, it's a vacant lot now and we still have to



          18      maintain those properties.  And a few years ago



          19      because of budget constraints we cut our grass



          20      cutting budget by about 25 percent and we



          21      haven't recovered from that yet.



          22               While we were going through some of the



          23      cuts, we have also made significant improvements



          24      to our system.  SCADA, which is the supervisory



          25      control system, that goes out and looks at all
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           1      of our substations, our energy control center,



           2      and can monitor all of our substations, the



           3      breakers, the transformers and control them.  We



           4      are starting to put in newer and better controls



           5      to make sure that the system control is what it



           6      needs to be not only today but into the future.



           7               We are also doing some major control



           8      work in our pump stations, too, to go along with



           9      that.



          10               We purchased a geographic information



          11      system which is basically a mapping system.  We



          12      have taken a lot of paper maps and put them into



          13      an asset database, and we are also extending



          14      that out to our designers.  What that means is



          15      we have a lot of -- a lot of our assets are on



          16      desktops now.  We are taking old drawings out of



          17      file cabinets, putting them into an electronic



          18      database.  They are able to make better



          19      decisions, know what is out in the system.  When



          20      we make modifications we can make changes to our



          21      mapping system, and then that information is



          22      useful to feed into our new outage management



          23      system.  That system went on line last year and



          24      is a major upgrade than what we had in place



          25      before.
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           1               What came with that is a new



           2      interactive voice response system.  So when you



           3      call into the system now there's a little bit



           4      different message.  What people don't see behind



           5      the scenes is we've cut our restoration efforts



           6      down significantly because the system takes the



           7      calls, routes them to and predicts where problem



           8      areas are and they show up on a map, this being



           9      created here and created within this product.



          10      All of our dispatchers, our crews, know right



          11      away where our outages are at so we can get our



          12      crews out there a lot quicker.  Where, you know,



          13      in the old days if we had 5,000 people out, then



          14      there was 5,000 individual work tickets created.



          15      And we had to just kind of sit down and group



          16      tickets together and kind of figure out what is



          17      going on.  The system does that automatically



          18      for 5,000 outages.  For 5,000 customers out, may



          19      only be 20 outages, 20 problems that create that



          20      many outages.  We can go out now and work 20



          21      problems and get people back on.



          22               Last month we had a storm where we had



          23      about 10,700 people out and it took us about a



          24      day and a half to go through that restoration



          25      process and get everybody back on.  I can't
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           1      remember any other time where we have made that



           2      much progress in that short period of time.



           3               We have got an asset management system



           4      for substation maintenance and pump station



           5      maintenance that we are continuing to improve.



           6      Our plan is to roll this into -- where we're



           7      pushing those work tickets out into the field.



           8      Some of our troubleshooters already have laptops



           9      so we are trying to create communications to



          10      push those work orders out and further increase



          11      efficiency.



          12               We have invested into a PILOT AMI



          13      system.  We have about 4,000 electric meters and



          14      about 1500 water meters that are the automated



          15      meter readers -- meters that are being read



          16      remotely.  That project is a project that we



          17      want to extend and expand.



          18               We applied for a smart grid grant from



          19      the DOE last year, just like almost every



          20      utility in the country.  We were not successful



          21      in getting the grant dollars but BPU has already



          22      had this project in its strategy.  And what we



          23      would like to do is build that system out in



          24      three years for the electric side of this, about



          25      a $13 million project.  What it will do for us
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           1      is create a lot of efficiency and reduce a lot



           2      of operating costs.



           3               Today we send a lot of vehicles back



           4      and forth to customers' houses for a number of



           5      reasons, to collect reads, to do -- collect



           6      rereads, and turn on and turn off for diversion.



           7      We can automate a lot of those work processes



           8      within this system.  We can also collect hourly



           9      reads.  What that will become is useful



          10      information to all of our customers and also



          11      enable our customers to be able to take that



          12      information and make better energy -- better



          13      choices with how they use energy.



          14               And there are some of our industrial



          15      customers that are already receiving hourly



          16      reads and they are making good business



          17      decisions based on having that data.  We can



          18      build up a load profile and that is taking a



          19      monthly or an hourly profile of what the



          20      customer's usage patterns are, and, there again,



          21      giving that back to the customer, whether it is



          22      by website or whether it is through one of these



          23      in-home displays or home area network systems.



          24               Darrell talked about demand side



          25      management.  Another thing that goes with that
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           1      is demand response.  The AMI system basically



           2      creates a communication system to and from the



           3      utility, to the customer's house and back.  One



           4      thing that a lot of utilities are doing is



           5      putting in programable thermostats.  But this



           6      will provide the communications network that



           7      will allow the utility to enter into contracts



           8      and to control these thermostats to help reduce



           9      peak loading especially in the summertime.



          10               The thing that we have been watching



          11      also is General Motors and several foreign



          12      carmakers have electric vehicles that they're



          13      proposing to roll out this year.  Our



          14      distribution system is really not -- we don't



          15      have enough controls.  We don't -- can't monitor



          16      it.  There is some sizing limits into -- in some



          17      of them.  So depending on where the charging



          18      stations show up, building this network and also



          19      doing some distribution upgrade is really going



          20      to be required.  So that when these charging



          21      stations start showing up all across our service



          22      territory, we can start providing that type of



          23      service and having systems that support, you



          24      know, the new Chevy Volt that I believe is



          25      scheduled to start this year.
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           1               This is our service centers.



           2      Maintenance -- our show-up area for most of our



           3      field crews to go out and -- these are the



           4      linemen, these are the other guys that go out



           5      and maintain our systems.  Some of the projects



           6      that we've pushed out or delayed are on some of



           7      the roofs and the HVACs are at this location.



           8      It's also at one of the 29 substations that are



           9      around.



          10               We have had some of this roof replaced



          11      through the main center.  Here is our inside



          12      warehouse.  We have got sections of roof here,



          13      we have got canopies that are rusted.  And we



          14      have got water that is coming inside the



          15      storeroom.  We have had to shift inventory



          16      around just to keep it from getting damaged.



          17      There is a project in our five-year forecast is



          18      to complete this.  This has been -- the last



          19      time we addressed it was about three years ago.



          20      We was delaying the final replacement for the



          21      last three years so we have elected to try to



          22      address this.



          23               And then, finally, my last slide is --



          24      this is what you typically see every day, you



          25      know, despite having -- not having enough cash
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           1      to address a lot of the -- and make a lot of the



           2      improvements that we want.  We still have people



           3      out providing services, working long hours doing



           4      the best we can to provide quality service to



           5      all of our customers.  These guys work through a



           6      lot of adverse weather conditions and they will



           7      continue to do that, but, you know, it is



           8      important that we start replacing and repairing



           9      more and more of this infrastructure and that



          10      will only benefit the customers that we all



          11      serve.



          12               I would like to now introduce Jim Epp,



          13      manager of water.



          14                     MR. EPP:  Thank you, Bill, and



          15      good evening.  My name is Jim Epp, I'm the



          16      manager of water operations.



          17               I want to start my presentation by



          18      briefly touching on the past 10 years.  The



          19      reason I want to do this is this is my



          20      opportunity to say thank you to the rate payer,



          21      to the community for the support you have shown



          22      for our water system.  We couldn't have done it



          23      without you.  We, the rate payer, the staff and



          24      the board has supported and completed



          25      significant improvements to the community water
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           1      supply and treatment transmission and storage



           2      systems.  These improvements will benefit our



           3      community for the next 50 years.



           4               This is where we were in 1993.



           5      Quindaro water treatment plant, it was anywhere



           6      from 50 to 80 years old.  It was very spread



           7      out.  It was expensive to operate.  Very



           8      expensive to maintain.  Labor intensive.  We had



           9      three operators per shift and it is in the



          10      floodplain.  Right here it is protected by a



          11      flood wall.  Still is protected by that same



          12      flood wall.



          13               In the early 1990s we started planning



          14      for what to do with this treatment plant,



          15      whether to stay there for the long run or to



          16      build a new plant.



          17               Then the flood in 1993 hit.  This is



          18      that same 14-foot high flood wall.  At this



          19      point it was within a couple feet of going over



          20      the top of it.



          21               This is the backside of that wall.  The



          22      water level about right here (indicating).  And



          23      the entire treatment plant area was literally a



          24      war zone.  We survived the flood, we stayed on



          25      line, and we suffered significant damage to our
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           1      filter building.  At this point in time through



           2      our rate payer support the decision was made to



           3      move to a different site and build a new



           4      treatment plant.



           5               And this is where we are today.  We are



           6      at our new Nearman water treatment plant.  It's



           7      above the 500-year floodplain on a bluff.



           8      Everything is housed in one building.  The



           9      laboratory, the filters, chemical feed



          10      equipment, high service pump station, reservoir,



          11      and then we have our basins out back.  This is a



          12      highly efficient plant.  It can operate with one



          13      person per shift on the second or third shifts.



          14      And it is an award winning plant.  It was



          15      awarded the -- from the American Water Works



          16      Association and Environmental Protection Agency



          17      the director's award for the partnership for



          18      safe drinking water.



          19               It features two horizontal collector



          20      wells.  They are located on the banks of the



          21      Missouri River.  I think this is one of our most



          22      important community assets.  Each well can



          23      produce 40 million gallons per day.  They are



          24      the largest in the country.  They are the



          25      largest because of the high productive aquifer
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           1      that lies below the Missouri River.



           2               This is a picture of that same



           3      collector well during a flood event.  This is



           4      another advantage of a collector well.  We have



           5      overhead power.  It can operate during a flood.



           6      It continues to draw water below the -- beneath



           7      the Missouri River during a drought condition.



           8      If there was a spill event on the river, it



           9      would probably flow right on by.  It also helps



          10      us to protect against Missouri River



          11      degradation.



          12               This is our second collector well.  It



          13      was completed about 2003.



          14               And a little more explanation on how a



          15      collector well works.  This is what you saw in



          16      the picture.  This is what is below ground.  It



          17      goes down 100 feet to almost bedrock.  This is



          18      the aquifer and these radials go out into the



          19      aquifer, collect the water into the main shaft,



          20      and then it is pumped out through these pumps to



          21      our water treatment plant.  And the Missouri



          22      River is right here (indicating).  The water



          23      flows down into the aquifer from the Missouri



          24      River so it continues to be recharged.  Again,



          25      this is one of the community's most important
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           1      assets.



           2               Also, in approximately 2003 -- no, 2006



           3      we completed the Robert L. Milan Pump station.



           4      It is a 30-million gallon per day station with a



           5      6-million gallon reservoir.  This helps us



           6      support growth to the west and provide storage



           7      for the entire system.



           8               This is 51st and Gibbs.  Recently



           9      completed 2-million gallon elevated tank.  Helps



          10      stabilize the pressure in this system, reduce



          11      main breaks and provide fire protection.



          12               So where we are today.  Don has already



          13      gone through this slide.  Our sales are down



          14      approximately 18 percent from 2006.  Why are



          15      sales down?  Economy, weather, flat to declining



          16      population, and conservation.  Conservation has



          17      been going on in the water industry for several



          18      years now.



          19               Where are we at with our BPU financial



          20      policy?  Our goal is to have 1.6 times debt



          21      service coverage, 60 days operating cash.  We



          22      were placed on a credit watch by our credit



          23      rating agencies.  If we don't shore up our



          24      credit rating, this would lead into lower credit



          25      ratings which means higher borrowing costs.
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           1               What have we done to cut our budget?



           2      We reduced operation and maintenance by 8



           3      percent.  We are holding 9 percent of our staff



           4      positions open.  Froze salaries and delayed



           5      capital improvement projects on aging



           6      infrastructure.



           7               Water division staffing.  Prior to



           8      opening the Nearman water treatment plant in



           9      2000, we had 118 authorized positions.  Today we



          10      have 108, and currently we have 99 of them



          11      filled.



          12               Going forward.  We need to replace



          13      aging infrastructure.  Our water system needs



          14      are 60 million in capital improvements to



          15      replace outdated control systems, replace aging



          16      water distribution infrastructure, improve our



          17      storage at the Nearman water treatment plant,



          18      and implement automated meter reading which



          19      Bill's already discussed.



          20               Aging infrastructure.  We need to



          21      increase our funding program to replace mains



          22      that are 50 to 100 years old.  Maintain our



          23      programs to replace old valves, hydrants and



          24      service lines.  Replace meters and implement



          25      automated meter reading.  Replace our outdated
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           1      control systems and our aging fleet.  We have



           2      delayed fleet replacement for four years now.



           3               This is what happens with aging water



           4      mains.  You have all probably seen one.  They



           5      are very expensive to repair.  We spend $500,000



           6      alone just in pavement repair for one of these



           7      main breaks and well over a million total a year



           8      just from repairing our main breaks.



           9               We average 600 per year.  80 percent of



          10      our main leaks are on 4-inch and smaller mains



          11      that are 50 to 100 years old.  We have 250 miles



          12      of these mains.  Total cost to replace them



          13      would be 66 million.  This is an expensive



          14      endeavor.  We can't do it all at once.  We're



          15      not proposing to spend all 66 million, but we



          16      are proposing to start a 10-year program at 1.5



          17      million per year to replace 35 miles of the most



          18      deteriorated mains.  Currently we only budget



          19      $400,000 per year.



          20               This is what an old 2-inch main looks



          21      like.  This is probably 50 years plus.  And it



          22      is very deteriorated.  And these are the types



          23      of mains that break and we are in need of



          24      repairing.



          25               A lot of these mains are east of 635.
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           1      This is 635 right here (indicating).  It is the



           2      older part of our system.  Here is the Kansas



           3      River.  A lot of these mains are located in the



           4      northeast and eastern parts of the county.



           5               Total cap improvements by area, we are



           6      proposing 60 million.  55 percent of that 60



           7      million are for systemwide improvements.



           8      Improvements that benefit everyone.  35 percent



           9      are for the eastern part of the county and 10



          10      percent for the western.



          11               Eastern water projects include Unified



          12      Government street projects, mill and overlay.



          13      When the city goes out and mill and overlay the



          14      street, we try to get out ahead of them to



          15      repair anything we need to repair.  So once it



          16      is done we're not in there tearing up the street



          17      when there is a main break.  So we do the best



          18      job we can to coordinate with the city.



          19               I mentioned our main leak replacement



          20      program.  Distribution system improvements.



          21      Service repair and replacement.  Fire hydrant



          22      and valve replacement.  Total $21 million.



          23               And, finally, the purpose for the water



          24      rate increase.  Very similar to electric,



          25      maintain our credit rating, to reduce costs in
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           1      borrowing for capital improvements, improve our



           2      debt service coverage to 1.4, and operating cash



           3      to 45 days.  And support capital improvements



           4      and replace our aging water distribution and



           5      control systems.



           6               And to conclude for the entire staff,



           7      reason for rate increase to improve our



           8      liquidity and debt coverage.  Support needed



           9      capital projects and upgrades to aging



          10      infrastructure.  Our BPU rates have been



          11      constant since 2007 and below the national



          12      average and lower than most surrounding



          13      utilities.



          14               And now I would like to bring back



          15      Mr. David Mehlhaff.



          16                     MR. MEHLHAFF:  Thank you, Jim.



          17               A couple of things.  First of all,



          18      thank you for your patience.  It has been a long



          19      night I know.  We have a lot to go through and



          20      this is just part of the public hearing process.



          21      We have a lot of details to go through, so thank



          22      you for your patience.



          23               What we want to do right now is we want



          24      to be able to take your questions that you



          25      filled out on the card.  After we do that, then
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           1      there will be time for public comments after



           2      that from those of you that have signed in on



           3      this sheet.  If you haven't signed in yet,



           4      please do so if you want to make some public



           5      comments.  The questions we have, we will answer



           6      those.



           7               I want to remind you the rate hearing



           8      will take place again tomorrow morning at 9:00



           9      a.m., same room, same place.  What we will do



          10      also after that we will have a more formalized



          11      detailed presentation by our partners of Black &



          12      Veatch, and then we will go -- continue in some



          13      of the technical portion of the rate hearing



          14      process.



          15               So we are going to take a very short,



          16      and I mean short, because it is a long night,



          17      five-minute break.  And I need the management



          18      staff to stay up here because I have a lot of



          19      questions I need to distribute to you that --



          20      which ones are most appropriate to answer some



          21      of these fine folks' questions that we have.  So



          22      a short five-minute break and we will right back



          23      here at 9:05.  Thank you.



          24                     THE HEARING OFFICER:  Go ahead.



          25                     MR. MEHLHAFF:  Thank you, Judge.
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           1               My name is David Mehlhaff, public



           2      affairs office at BPU.  I'm going to try to



           3      answer quite a few of these questions.



           4      Conferred with the management team and want to



           5      thank all of those who have submitted your



           6      questions and then we will begin the -- we will



           7      take questions -- comments from the audience,



           8      those that filled out the card.



           9               "Why don't you raise the PILOT fee



          10      instead of a rate increase?"



          11               The PILOT fee, whatever happens with



          12      that we have nothing to do with.  That is a



          13      decision made by the Unified Government, by



          14      their commissioners, and so that is a question



          15      that only they can answer.  That is a decision



          16      whether that goes up and down that is entirely



          17      up to them.  The PILOT fee is just on a BPU



          18      bill.  We collect it.  It is a pass-through and



          19      that is up to the Unified Government.  Thank



          20      you, though.



          21               "How many lobbyists are currently



          22      employed by BPU in Washington, D.C. and Topeka?"



          23               We really only have one lobbyist and he



          24      is kind of a part-time lobbyist and that is Joe



          25      Dick.  Right there is Joe.  Raise your hand,
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           1      Joe.  He also does a lot of other things,



           2      community relations and dealing with the youth



           3      program and so forth.  Spends quite a bit of



           4      time in Topeka when the legislature is in



           5      session.  We do periodically when we need to



           6      will partner up with a lobbyist firm in



           7      Washington to try and go after some -- we try



           8      hard to go after some stimulus funds.  We were



           9      not successful in the first round.  We did get a



          10      STAG Grant of $500,000 that went towards water



          11      main replacement.  We are aggressively pursuing



          12      other STAG grants right now at this time.



          13               So, "When will BPU ask for another



          14      increase in salaries?  Will that come out of



          15      this increase?"



          16               At this time all salaries are frozen



          17      and will remain so until we feel this utility is



          18      in a lot better position.  So right now there is



          19      not even any discussion of that at this current



          20      time.  That is not an option at this moment.



          21               Joe, could you come answer this



          22      question.  You had a question on lobbyist work



          23      done out there in the western part of the state.



          24      Identify yourself please and your title.



          25                     MR. DICK:  Joe Dick, government
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           1      affairs officer, 540 Minnesota Avenue and



           2      Topeka, Kansas.



           3               The question is:  "In the past BPU



           4      lobbyists have rallied against the coal plant



           5      out west in the state.  Has this changed?"



           6               It never existed.  We were in a



           7      monetary position for three years on that



           8      particular coal-fired plant.  In fact, two years



           9      ago we were offered 25 megawatts of power.  We



          10      were given the first right of refusal of 25



          11      megawatts with that power plant if it became --



          12      if it went into existence.  On that particular



          13      issue it was vetoed by the governor.  We refused



          14      the 25 megawatts only because there wasn't a



          15      price, there wasn't a date, there wasn't a time,



          16      there wasn't a place.  It was all preliminary



          17      action taken by the Sunflower organization.



          18               So that is it.



          19                     MR. MEHLHAFF:  Thank you, Joe.



          20               "Does the timing of the rate increase



          21      have anything to do with the UG being broke?"



          22               No, okay.  And I think you saw by our



          23      financial situation why we are going after the



          24      proposed rate increase right now.



          25               We had a question here that Blake I
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           1      think is more of a technical question in nature.



           2      So identify yourself and repeat the question.



           3                     MR. ELLIOTT:  Again, Blake



           4      Elliott, electric supply planning, 540 Minnesota



           5      Avenue, Kansas City Board of Public Utilities.



           6               The question is:  If you raise rates,



           7      what will happen to the cost of the energy fee?



           8      And what is the cost of the energy fee?"



           9               Again, the energy rate component which



          10      is what I perceive you're asking in this



          11      question is totally independent of everything



          12      that we're asking for rate increases today.  The



          13      rate increases today will just affect base



          14      rates.  The energy rate component is just to



          15      recover costs when we expense fuel, when we buy



          16      and burn coal, when we burn natural gas, when we



          17      buy electricity from the wholesale market.  We



          18      collect those costs on a monthly basis.  We



          19      collect all those costs.  We collect how many



          20      retail sales we made during that particular



          21      month.  And there is a very detailed calculation



          22      that happens in the forecasting and in the



          23      reconciliation of that amount.  So this is --



          24      that fee is totally separate from the rate



          25      hearings that we are -- for the base rates that
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           1      we are talking about today.  Again, that is



           2      totally separate.



           3                     MR. MEHLHAFF:  Thank you, Blake.



           4               "Have you considered freezing raises?"



           5               Yes, raises are frozen.



           6               Furloughs.  At this time, no, we are



           7      down about as low as we can get from a staffing



           8      level.  We are down about 80 positions right now



           9      that have already been approved in the budget.



          10      If we cut much -- anymore we will not be able to



          11      service our community from an electric and water



          12      standpoint.



          13               "Have we considered changing health



          14      care coverage for BPU employees?"



          15               At this time we are in very sensitive



          16      union talks, at the very front end of that, and



          17      that will probably be part of that but it's too



          18      early to tell.  Thank you.



          19               "What will the rate increase go for?"



          20               I think we shared that with you this



          21      evening in very much detail.  And, also, it is



          22      in those leave-behind pieces.  If you need more



          23      of those to take to your friends and neighbors,



          24      by all means take them with you.  And also the



          25      frequently asked questions, if we need more, I
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           1      have plenty.



           2               I have a question, Darrell, on coal.



           3      Why don't you answer that and give your name and



           4      title again.



           5                     MR. DORSEY:  Sure.  Darrell



           6      Dorsey, manager of electric production and



           7      supply.



           8               Question was:  "How much are you paying



           9      for coal and how many day supply do you



          10      currently have?"



          11                The short answer would be most of our



          12      coal falls delivered price around 25 to 30



          13      dollars a ton.  The reason I say it's a short



          14      answer is we have multiple contracts for the



          15      different plants from different mines.  And



          16      those contracts go over different time periods



          17      so there's a wide range within that price range



          18      that coal falls -- pricing falls into.



          19               As far as our day supply, I don't have



          20      that figure with me.  I think at Quindaro the



          21      last report I saw we have around about a 30 to



          22      40-day supply.  Quindaro, we are a little more



          23      comfortable with a smaller supply.  For one



          24      thing it is a smaller coal yard, we can't handle



          25      as much coal, but it also can burn natural gas

�

                                                                 96







           1      so in a contingency situation we have back-up



           2      fuel.



           3               Nearman has probably 80 to 90 days of



           4      coal on the ground right now.  That is about --



           5      I want to say we have got about 250,000 tons



           6      give or take.  Again, I don't have the exact



           7      figures with me.  But Nearman does not have a



           8      back-up fuel.  It can only run on coal.  So we



           9      try to maintain the stronger coal pile.  We have



          10      been burning down that coal pile over the last



          11      few years.  We'll bring it down a little further



          12      yet this year with our current plans.



          13                     MR. MEHLHAFF:  Thank you,



          14      Darrell.



          15               "How many people in Kansas City,



          16      Kansas, take or read the Kansas Star or



          17      Wyandotte West?"



          18               I really don't know.  But "Why don't



          19      you mail this info," and I think what they maybe



          20      mean as far as the rate hearing information in



          21      the bills.  That is something we did not do.



          22      Did not choose to do merely from an expense



          23      standpoint, but let me tell you what we did do.



          24               What we have to do legally is post the



          25      meeting notice and the publication of record,
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           1      which in this area is the Echo.  We did that.



           2      We also purchased an ad space in the Kansas City



           3      Star.  We also sent out a news release that was



           4      carried by all four television stations in this



           5      market.  And also two radio stations in the



           6      market, I did interviews with them.  The Unified



           7      Government ran it on their website and several



           8      times on their electronic newsletter, reran it



           9      on our website.  The KC Kansan, Kansas City



          10      Kansan, ran it on their website.



          11               And so we did a lot more than what we



          12      were required to do to get the word out as best



          13      as we can and that is what we did there.  The



          14      Kansas City, Kansan and the website, it is on



          15      line.  All right.



          16               Jim Epp, there was one here I think



          17      that was multiple questions.  So why don't you



          18      go through the questions and identify yourself,



          19      please.



          20                     MR. EPP:  Jim Epp, manager of



          21      water operations.



          22               Three questions, multi parts.  "Using



          23      the average monthly water bill supplied by BPU



          24      as a base, if BPU's rates are already 21 percent



          25      higher than WaterOne's, why do we need even

�

                                                                 98







           1      larger increases over the next few years?"



           2               Our system is older than WaterOne's.



           3      Our infrastructure is 50 to 100 years old.  We



           4      have had no increase -- net increase in our



           5      population.  We have had to completely replace



           6      our water treatment facility, new plant, new



           7      supply, new transmission coming out of the



           8      plant.



           9               Again, I want to thank the rate payers



          10      for the support.  We have something that we can



          11      be very proud of and will last for 50 years into



          12      the future.  But we have had to face the



          13      replacement of aging infrastructure much sooner



          14      than WaterOne has.



          15               Plus WaterOne has experienced a net



          16      increase in population.  They have more



          17      customers to help pay for their infrastructure



          18      needs and we are much older than they are.  So I



          19      hope that is an adequate answer to that



          20      question.



          21               Two, "Are the higher rates to pay for



          22      debt services related to new facilities needed



          23      because of growth?"



          24               Again, we have got no net increase in



          25      our population.  We do have a shifting from east
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           1      to west.  Right now I feel like we are in very



           2      good shape with our infrastructure to support



           3      anything that is going to happen out west.  When



           4      a new development goes in out west, the



           5      developer pays for that main.  BPU does not pay



           6      for that, the developer pays for that.



           7               Also -- oh, excuse me.  As far as new



           8      facilities in the future, we have -- the



           9      majority of our infrastructure needs are for



          10      replacement.  We do have one new 4-million



          11      gallon reservoir we are requesting at the



          12      Nearman water treatment plant.  And that is



          13      because we are trying to get our total storage



          14      up to standard with our treatment plant



          15      capacity.  It is not because of any new growth.



          16      We are not projecting any new growth in our --



          17      as far as population, net population growth, in



          18      our cost of service study.  Very little.  But it



          19      is to bring our storage up to 10 percent total



          20      of our treatment capacity.  This will allow us



          21      to do some more demand side management with our



          22      pumping, similar to what WaterOne does.  Also



          23      provides storage for our cooling tower and



          24      storage for black star condition if we should



          25      ever experience that down at Nearman.
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           1               Third.  "Are the rates higher because



           2      growth isn't paying its fair share?  Is growth



           3      paying for growth?"



           4               Again, new developments, the mains are



           5      paid for by the developers.  We do have a system



           6      development fee.  It's not quite as high as



           7      WaterOne but it's fairly significant for new



           8      meters.



           9               Hopefully that answered your question.



          10      Okay, thank you, sir.  Very good questions.



          11                     MR. MEHLHAFF:  Thank you, Jim.



          12               Couple more questions left here.  "How



          13      much did the Black & Veatch study cost?  Who



          14      paid for the cost?"



          15               It came out of our operating budget.



          16      We are required to do a cost of service study



          17      every three years.  We have not done one since



          18      2003.  What it did cost, I'll be honest, it cost



          19      $270,000 over a two-year period.  That is what



          20      it cost.



          21               "Is it true that people in the service



          22      department make $65,000 a year?"



          23               Yes.  We have linemen who have



          24      extremely dangerous jobs.  They are up there in



          25      extreme conditions.  And engineers who have
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           1      years and years of experience, that is what they



           2      make.



           3               "How can the board make a decision when



           4      they do not attend the meetings?"



           5               The board will make the decision



           6      because they will be getting all the transcript,



           7      all the documents.  They are in the loop



           8      continually.  They get feedback.  They have gone



           9      to some of the community forums.  They get



          10      feedback on their own in talking to people in



          11      the community.  They are not allowed to speak



          12      out on the issue.  They need to gather



          13      information.  Once they gather information, then



          14      they will make their decision on the rate issue.



          15      But they are well informed.  This is an active



          16      board and they are talking to people all the



          17      time.  Staff, they have sat in, reviewed the



          18      cost of service study.  So they are in the loop



          19      and that is what we have had.



          20               We have four of our board members here



          21      tonight and I know we will have more tomorrow.



          22      We had five tonight total and they will also be



          23      getting this transcript and a lot of other



          24      information.  They -- trust me, this board won't



          25      make a decision until they're really well
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           1      informed because they ask a lot of great



           2      questions all the time.



           3               "How much will this windfall of the



           4      windfall will UG see from this rate increase?"



           5               I think probably somebody is referring



           6      to the PILOT.  And this is only an estimate.  In



           7      2010, it would be about $550,000 in electric,



           8      170,000 in water.  And that would be what we



           9      estimate at this time.



          10                     UNKNOWN SPEAKER:  In addition to?



          11                     UNKNOWN SPEAKER:  Yes.



          12                     MR. MEHLHAFF:  That is with the



          13      increase.



          14               Thank you for everyone submitting



          15      questions.  Appreciate it.  We did our best to



          16      answer them as honestly as we can.  And I'm



          17      always available if you have further questions.



          18      Like Jim said at the end, contact me any time.



          19      I will do my best to get you the answers or get



          20      you to people who do.



          21               You're Honor, this concludes our



          22      portion.  I'll turn it over to you.



          23                     THE HEARING OFFICER:  Thank you



          24      very much.



          25               Ladies and gentlemen, this portion of
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           1      the hearing is for public comments or statements



           2      other than those that have submitted written



           3      questions.  The individuals who have signed up



           4      on the sign-up sheet will be called in the order



           5      that they have entered their names on the



           6      sign-up sheet.  I ask you as I call your name,



           7      please restate your name and address, and then



           8      you can make your statement or comment.  And go



           9      to the podium, please, so that everybody can



          10      hear you.



          11               The first individual on the sign-up



          12      sheet is Bob Sixta.  Mr. Sixta, will you go to



          13      the podium, please.  And tell us your full name



          14      and address.



          15                     MR. SIXTA:  My name is Robert Lee



          16      Sixta.  That is S, as in Sam, I-X-T-A.  I live



          17      at 405 North 17th Street in KCK.  My question



          18      has already been submitted in a written one.  It



          19      has already been answered.  Thank you.



          20                     THE HEARING OFFICER:  Thank you,



          21      sir.



          22                     THE WITNESS:  The next individual



          23      on the sign-up sheet is Donald Turner.  And,



          24      Mr. Turner, would you go to the podium.  State



          25      your -- restate your name and address, please.
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           1                     MR. TURNER:  Donald Turner, and I



           2      live at 4110 North 60th Street.  No. 1, I can't



           3      get a straight answer when I call down there.  I



           4      got two BPU bills because I have two light



           5      meters at my house.  One says that -- they're



           6      both the same size.  One answer got, oh, you're



           7      commercial.  I'm not commercial.



           8                     THE HEARING OFFICER:  Tell you



           9      what, Mr. Turner, this is -- I don't think this



          10      is the forum to address your billing issues that



          11      you have.  I know they're very important to you,



          12      but --



          13                     MR. TURNER:  Yes, they are.



          14                     THE HEARING OFFICER:  -- this



          15      proceeding is -- concerns the proposed BPU rate



          16      increase.  And I think that there are some



          17      customer service individuals here that perhaps



          18      could help you at the end of this hearing, and



          19      that is Johnetta Hinson and Nan Wolfe.  Could



          20      you stand up, please, Ms. Wolfe and Ms. Hinson.



          21      And maybe you could talk -- Mr. Turner, maybe



          22      you could talk to them when we are finished



          23      here.



          24                     MR. TURNER:  Okay.  I have got a



          25      statement to make.
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           1                     THE HEARING OFFICER:  All right.



           2                     MR. TURNER:  There -- don't



           3      forget, there are a lot of homes being repo'd or



           4      closed out that was customers.  They're not now.



           5      And a senior citizen here cannot afford anymore



           6      thing added on to them.  They have a hard time



           7      making the bill at this point what it is.  A gas



           8      serviceman was out to my house, one of my



           9      houses.  I told him to shut the gas off.  He



          10      said, well, I got to be moving along.  I got



          11      four houses here that I have got to shut off the



          12      gas because they haven't paid their bill.  That



          13      is just one time.



          14               So you ought to stop to think about the



          15      senior citizen.  It is hurting them.  I'm -- the



          16      only thing that I can depend on is my monthly



          17      retirement check and my wife's.  We didn't get



          18      any COLA this year, Social Security or civil



          19      service.  But you heist up -- the sales tax



          20      increase was voted in the other day.  So I think



          21      that that ought to be taken into consideration



          22      for senior citizens.  There are several senior



          23      citizens in here, and I have been a senior



          24      citizen for several years.



          25                     THE HEARING OFFICER:  Not that
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           1      long.



           2                     MR. TURNER:  What was that



           3      comment?



           4                     THE HEARING OFFICER:  I said not



           5      that long, Mr. Turner.



           6                     MR. TURNER:  You probably



           7      wouldn't believe me.  I remember -- I remember



           8      the depression back in the 30s.  In fact, I got



           9      out and hoed the corn for a dollar a day.  I



          10      very well remember that.  I worked horses and



          11      mules, so you can draw from that.



          12               But that is what I'm saying, it is



          13      hurtful.  It is hurting us senior citizens by no



          14      means.  That is the reason some of us are



          15      already getting their gas cut off and I don't



          16      know how many for power -- or electricity.



          17               So, as I said, I got two meters at my



          18      house that I would like to get a straight



          19      accurate answer on it.  There.



          20                     THE HEARING OFFICER:  Thank you,



          21      Mr. Turner.



          22                     MR. TURNER:  Okay.



          23                     THE HEARING OFFICER:  The next



          24      individual on the sign-up sheet is Robert



          25      Timmons.  Mr. Timmons, would you come up,
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           1      please, to the podium and restate your name and



           2      address.



           3                     MR. TIMMONS:  I'm Robert Timmons.



           4      401 Pleasanton Road with Central Solutions in



           5      the Fairfax district.



           6               This rate increase is going to be very



           7      burdensome on our business.  We are a



           8      manufacturing facility.  We use lots of your



           9      electricity and lots of your water.  As far as



          10      your aging infrastructure goes, poor management



          11      shouldn't be put onto your customers.



          12      Infrastructure in my building has to be planned



          13      for and paid for.  I can't go for that 23 to a



          14      35 percent increase on our product because we



          15      need to replace a fire line or we need to



          16      install mandatory backflow preventers on fire



          17      lines.  I don't think that it is thought through



          18      very well.  And I think if you're going to do a



          19      23 to 35 percent increase, not including the



          20      surcharges, I think it should have been spread



          21      out over a longer period of time.  Four years is



          22      just too quick for that big of an increase.



          23               Thank you.



          24                     THE HEARING OFFICER:  Thank you,



          25      sir.
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           1               The next individual on the sign-up



           2      sheet is Michael Buhr, B-U-H-R.  Mr. Buhr.



           3                     MR. BAHR:  B-A-H-R, it's Bahr.



           4                     THE HEARING OFFICER:  Bahr.



           5      Sorry Mr. Bahr.



           6                     MR. BAHR:  My name is Michael



           7      Bahr.  I live at 1416 Tauromee.  I've lived



           8      there for 35 years.



           9               I have a little bit to say about this



          10      increase.  This isn't the right time for BPU to



          11      raise any rates.  Information obtained from the



          12      public library by calling the reference desk



          13      about unemployment in Wyandotte County.  From



          14      the United States Bureau of Statistics, the



          15      unemployment rate in March 2010 in Wyandotte



          16      County is 10.6 percent.  That means there is



          17      over one out of ten out of work in Wyandotte



          18      county.



          19               City employees have to take one day off



          20      each month.  Some state courts have had rooms,



          21      courtrooms close one day a week for three weeks



          22      in a row.  The growth of Kansas City, Kansas, at



          23      the Legends has helped me until January of 2009.



          24      I work construction.  I have been a



          25      superintendent for one of the major construction
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           1      companies in the Kansas City area,



           2      Miller-Stauch.  Well, when the bottom fell out



           3      of the economy, that construction company lost



           4      all of its superintendents.  They took the



           5      people that were in the office and put them out



           6      in the field.  That put me out of a job.



           7               I've applied at Black & Veatch on a



           8      couple of jobs.  A lot of times you guys don't



           9      post where the jobs are located.  I've probably



          10      applied three times.



          11               Growth in Kansas City, Kansas, at the



          12      Legends has helped me, like I said, until



          13      January 2009.  And I was laid off because of



          14      lack of work.  That was the first time in 37



          15      years that I haven't worked in the summer going



          16      into the fall in 37 years.  That is how bad this



          17      economy has been.  Is right now.  And it is not



          18      getting better.  People are saying it is getting



          19      better.  Go look for a job in the construction



          20      field.  It is not getting better.  People want



          21      to pay you half of what you were making.



          22               I have been off work for a year and two



          23      months.  I've sent out over 200 resumes, cover



          24      letters and detail project lists.  Growth in



          25      Kansas City, has it helped at the Legends?  Has
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           1      it helped BPU any?  By the way you guys talk it



           2      hasn't helped anything.  I mean, that is what



           3      I'm getting from you.  But the growth isn't



           4      doing us any good out there.  Hasn't done any



           5      good as far as unemployment.



           6               Have you thought about reducing the pay



           7      for some of your people?  The government has



           8      reduced pay.  They took a day away a week or a



           9      month from them.  I know you said you held off



          10      on hiring.  Who is going to do all this work you



          11      are talking about?  Aren't you going to have to



          12      hire somebody to do that?  Can you do it with



          13      the people you have now?  I don't know.



          14               To reduce some of your costs, you could



          15      look around at this room.  Those doors right



          16      over there.  Who needs 8 foot doors in a



          17      conference room.  That takes four hinges to



          18      hang.  Most doors are 7 foot.  It takes three



          19      hinges to hang.  I know, I'm a carpenter.  I'm a



          20      superintendent.



          21               Same thing with this door, you're



          22      talking about cost.  Look around you, you can



          23      cut out cost if you want to.  You just have to



          24      look.



          25               That's all I have to say.
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           1                     THE HEARING OFFICER:  Thank you,



           2      Mr. Bahr.



           3                     MR. BAHR:  Thank you for your



           4      time.



           5                     THE HEARING OFFICER:  The next



           6      individual on the sign-up sheet is Norm Scott.



           7      And Mr. Scott, are you here?  Apparently not.



           8               There is a -- Mr. Yarnell, I'm going to



           9      come back to you since you're one of the



          10      intervenors.



          11               The next individual is Carol O'Neal.



          12      Is Carol O'Neal here?



          13               The last person on the sign-up sheet is



          14      Marilyn While.



          15                     MS. WHITE:  White.



          16                     THE HEARING OFFICER:  White.  I'm



          17      sorry, Ms. White.



          18                     MS. WHITE:  Sorry.  My



          19      handwriting has gotten kind of bad as I have



          20      gotten older.



          21                     THE HEARING OFFICER:  It is my



          22      eyes.



          23                     MS. WHITE:  My name is Marilyn



          24      White and I live in your backyard, 614



          25      Washington Boulevard.
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           1               I can look out, you know, of my porch



           2      and look out and see BPU from my front yard.



           3      And it is very distressing sometimes, you know,



           4      when I'm at home trying to relax and storms come



           5      or even the wind sometimes blows very hard and



           6      my electricity goes out.  I can hear the



           7      transformers blow.  Hasn't happened lately



           8      because the last person you sent obviously knew



           9      what he was doing because for at least I would



          10      say four months or so I have had electricity no



          11      matter what the weather did.  So I think that --



          12      you know, I'd give you his name but I don't



          13      think I will.  That you really should be happy



          14      that you have such a good employee.



          15               Also, I just want to say that, you



          16      know, I'm a senior citizen.  I am on a fixed



          17      income and I have been able to manage my utility



          18      bills, you know, the ones that come.  But, you



          19      know, the utility bills keep going up and up.



          20      I'm -- part of my daily, monthly living is



          21      supplemented by Social Security.  And as you



          22      know, the good congressmen in Washington D.C.



          23      did not give us a cost of living wage because



          24      the cost of living didn't go up, it went down



          25      for us, not for them.  And they make for a lot
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           1      more money than I do.



           2               I am very uptight about the fact that



           3      the Unified Government is tacking their bills



           4      onto the BPU bill, and, therefore, you are going



           5      to get a lot of hell that the BPU -- that the



           6      Unified Government should be getting.  But, you



           7      know, I guess you have -- don't have any control



           8      over that.  But I want you to know to let them



           9      know that Marilyn said she doesn't like it



          10      because I think everybody ought to pay their own



          11      way themselves and the public ought to know



          12      exactly what the Unified Government is doing.



          13               Also, I'm a little bit uptight, just



          14      like the gentleman said, about all of this



          15      so-called economic status stuff that is coming



          16      to West Village, Village West.  I -- we just --



          17      the Unified Government just gave them a tax



          18      break.  Neil Harrison and Warren Buffet do not



          19      need tax breaks.  They could buy themselves this



          20      whole building many, many times over and



          21      probably all of us here.



          22               And I think it's a really -- and, you



          23      know, I guess dam is not really a bad word.  I



          24      think it is a dam shame that people like me who



          25      are on the lower end of the economy who have

�

                                                                114







           1      scrimped and saved all their lives to work and



           2      try to save money.  I save money.  I still save



           3      money to this day out of the wages that I get



           4      every month that I earned, by the way.  And I



           5      think I'm doing pretty good, but I really resent



           6      the fact that these -- the people are making hay



           7      off of my dough, the money that I earned when I



           8      could be using it for myself.  I really think



           9      that, you know, life is not fair.  I don't know



          10      if it ever will be, but I think that the person



          11      on the lower end of the economic scale is really



          12      getting beat up more and more every day.  And,



          13      you know, it can't keep happening, although I



          14      think it will.



          15               Thank you.



          16                     THE HEARING OFFICER:  Thank you,



          17      Mrs. White.



          18               Ms. Sixta, I'm sorry, I overlooked your



          19      name.  Please restate your name and address.



          20                     MS. SIXTA:  Mary Sue Sixta.  405



          21      North 17th Street.



          22               My comments are that when the lady was



          23      talking and the screen was up and they showed



          24      some of the increases, I wanted to calculated



          25      BPU water is going up 45 percent and the
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           1      electric bill is going up 36 percent over the



           2      next five years.  That is a tremendous increase.



           3      That is -- right now we are paying 145 dollars



           4      and some odd -- 149 dollars and some odd cents.



           5      We are probably going to be paying around 200



           6      within the next five years.



           7               My husband is about to retire.  He is



           8      the only one who is making the living for us



           9      right now.  We are going to barely be able to



          10      make it.  And then if the other utilities like



          11      AT&T and Kansas Gas Service go up, we are going



          12      to be very hard put to make the bills.  We are



          13      hard put to make them right now.  And personally



          14      I'm worried.



          15               Also, they're talking about controlling



          16      the customer load.  Okay, I have allergies



          17      during the summer and during the heat.  I need



          18      to have air conditioning to help filter the air



          19      when it gets real bad.



          20               Plus I have sleep apnea.  I have to --



          21      I have a CPAP machine I must use.  They tell me



          22      I'm one of the worst cases they've ever seen.



          23      My husband has sleep apnea.  We have to have



          24      those machines and they are going to use power.



          25      And they're going to tell us how much we can
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           1      use.  Does this mean that we have to either go



           2      without air conditioning or go without our CPAP



           3      machine in order to go to the power level they



           4      want?  Or are we going to have some place where



           5      we can call and say, hey, we need this certain



           6      amount of power, can we get it?  Or is it just



           7      going to be cut off because they think we are



           8      using too much?  I mean, for people that use an



           9      extra amount of power that don't really need it,



          10      like at Christmastime with too many lights, I



          11      understand.  But for medical reasons, this



          12      scares me.  People may need it for medical



          13      reasons.  But all you're talking about is



          14      controlling the load.



          15               And as far as all these expenses are



          16      concerned for new telephone poles and stuff and



          17      the services, I understand trimming the trees.



          18      Grass cutting, put decorative rocks out and make



          19      a design saying BPU in the front yard or the



          20      office or something and cut down on maintenance



          21      and how much it costs to cut the grass.  Do



          22      little things like this and it would improve



          23      entirely.



          24               Also, I know this has been discussed in



          25      the past, what about investing in a company that
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           1      has the rotaries that produce electrical power,



           2      possibly putting them on the houses.  Charging



           3      -- renting the equipment to the customer and



           4      then charging to maintain the equipment.



           5      California has a county that has done this.



           6      They got so spread out they couldn't get



           7      electricity to everybody.  So the houses out



           8      where they had trouble getting electricity to --



           9      the wires to them, they put an electrical system



          10      on the house to generate the electricity by



          11      themselves.  This is just an idea, but it might



          12      cut costs to rent the equipment and maintain it.



          13      You are saying you are having trouble getting



          14      electricity to everyone.  This is something you



          15      might want to consider.



          16               Cable is doing real good for TV.  Maybe



          17      BPU would do real good doing this at least out



          18      in rural areas where you have to go so far out



          19      to get the power out there.



          20               Thank you.



          21                     THE HEARING OFFICER:  Thank you,



          22      Ms. Sixta.



          23               Are there any board members present



          24      that would like to comment or say anything?



          25                     (No response.)
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           1                     THE HEARING OFFICER:  As to the



           2      intervenors, Mr. Yarnell, would you -- do you



           3      have anything you would like to say?  If you



           4      would, please, go to the podium and state your



           5      full name and address.



           6                     MR. YARNELL:  My name is Rick



           7      Yarnell, 2424 Nebraska Court, Kansas City,



           8      Kansas.  I have filed written testimony and



           9      intervening with Kathy Peters and I expected



          10      discussions with her tonight that I will



          11      probably have modifications to the wording that



          12      I have submitted tonight and I will have that



          13      ready for tomorrow at the hearing at that point.



          14                     THE HEARING OFFICER:  All right.



          15                     MR. YARNELL:  Thank you.



          16                     THE HEARING OFFICER:  Any other



          17      intervenors that are present that would like to



          18      make a statement?



          19               Closing comments by the BPU.



          20                     MR. MEHLHAFF:  I just want to



          21      remind everyone tomorrow morning we'll pick up



          22      again with the rate hearing.  Same presentation



          23      you saw that was presented today, and will have



          24      an extended Black & Veatch presentation, again,



          25      to the technical portion here at nine o'clock.
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           1               I want to thank everyone for coming.



           2      Appreciate your time.  I know it's been a long



           3      night.  We thank you for your business.  Thank



           4      you.  God bless.



           5                     THE HEARING OFFICER:  Thank you



           6      very much.  We're adjourned.



           7               (Hearing commenced at 9:46 p.m.)
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