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(Proceedi ngs conmenced at 6:08 PM)

DON GRAY: Item 7 of the agenda
continuing of the rate hearing. | would call
Judge Carson.

KATHRYN PETERS: W th your
perm ssion | would |ike Judge Carson to step
over to the table so that he can preside over
the rate hearing.

PH LLIP CARSON. M nane is
Phillip Carson. [|'mthe hearing officer for
purposes of the Kansas City Board of Public
Uilities 2010 rate hearing. W last had a -- a
hearing on the proposed rate increase on May
4th, 2010. It was left open or continued from
that time. 1'magoing to reopen the -- the rate
hearing as far as parties and appearances, are
there any intervenors or their counsel present?
If so, please stand and state your appearance or
namne.

JAMES ZAKOURA:  (Good eveni ng,
Judge, James P. Zakoura of the law firm of
Sm thyman and Zakoura and | am counsel for the
intervenors; Owens Corning, Giffin \Weel,
Certain-Teed Products, \Water One, General
Mtors, and KU Medical Center.

Metropolitan Court Reporters, Inc. 913-317-8800
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PH LLI P CARSON:  Thank you, sir.
Any other intervenors or their attorneys
present? Sir?

RICK YARNELL: R ck Yarnell, 2424
Nebr aska Court.

PH LLI P CARSON: Al right.

Thank you, M. Yarnell.

And, Mss Peters, you're here on behalf
of the Board of Public Uilities and I
understand that you have a presentation or a
statement you'd |ike to make.

KATHRYN PETERS: That -- that's
correct, M. Carson, and | would like to
identify a few people in the audience, take this
opportunity. W have three of our engineering
consulting firmexperts with us this evening.
Craig Brown is here and Ed Overcast is here.
|I"'mnot sure if Bob -- and Bob Grady is here and
| believe that they have been previously sworn
and may make statenents this evening as well.

PH LLI P CARSON:  That will be
fine. Please consider yourselves as still under
oat h.

KATHRYN PETERS: Ladies and
gentl emen of the Board, nembers of the audience,

Metropolitan Court Reporters, Inc. 913-317-8800
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and, M. Carson, | would like to summarize what
has happened since the rate hearing was
continued on May 4th. The BPU has received a
nunber of data requests on behalf of the
industrial group, which it has responded to. It
has provi ded evidence to the -- to the

i ndustrial group about its revenue requirements.
It -- the staff has also taken a | ook at the
under|ying assunptions in the cost of service
studies, both the water and the electric cost of
service studies, and has basically agreed with
all of those assunpti ons.

The BPU staff has asked its engineering
consul tants to examne a few facts in the -- in
t he assunptions and the cost of service studies
as to the timng of certain expenditures and the
amount of certain expenditures, and sone of
t hose expenditures have noved froma current
timeframe to either a few nonths or in some
cases to a year later.

Exanpl es of these include that sone of
the assunptions on the nunber of filled
vacancies at this point in tine have not been
conpletely satisfied. There are a fewer
enmpl oyees in 2010 than the cost of service study

Metropolitan Court Reporters, Inc. 913-317-8800
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assuned. There have been assunptions as to
certain O8M expenses and sone of those current
expenses are slightly |lower than the assunptions
set forth in the cost of service study. There
has been a major capital project, which in the
el ectric supply area has -- by the nanager of
the electric supply has -- has noved one year
later and that's the CI5. So some of the ngjor
cost drivers in the early years have noved
slightly and or been reduced slightly into |ater
years.

W have spent nost of our tine talking
with the -- with the industrial customer group
about these revenue requirenents and have,
believe, been satisfied with the -- with the
material that we've provided them W' ve also
di scussed the two major riders which were
noti ced up, and one of them has some slight
modi fications to the ERC. \We've discussed the
BPU s position on some of the ERC recovery
matters and have fully explored pending trends
that may affect the ERC

And, finally, we've tal ked about the
envi ronnental surcharge or ESC Rider, which was
one of the riders which we have reconmended for

Metropolitan Court Reporters, Inc. 913-317-8800
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your consideration. And | believe that we have
-- have basically reached agreenent on the
structuring of the ESC and substantial agreenent
on the ERC. There are sonme matters which we

wi Il continue to tweak, but basically the
approach as to both riders | think have been
agreed to.

The cost of service study and the rate
design and cost allocation have not yet been
fully flushed out. W, as | said, have spent a
great deal of tine talking about revenue
requirenents, the ERC and the ESC, and have not
yet begun serious consideration of rate design
and cost allocation. There's been one rate
design matter that has been discussed and that
has to do with the AMVR AM project. As you
know, a substantial anount of that project
includes the installation of smart metering and
t he engineering consul tants have indicated that
it would be appropriate to take the meter costs
and assign those directly to the custoner
cl asses.

In other words, that instead of
spreading a neter cost across the board, the
cost of residential meters would be assigned to

Metropolitan Court Reporters, Inc. 913-317-8800
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the residential class, weighted cost of
industrial nmeters would be assigned to the
industrial class and the like. And that's

the -- that is a slight nodification in the cost
al l ocation nethods set forth in the cost of
service study.

At this point, as others will tell you,
we are -- we believe that we are in agreenent
concerning the July 1, 2010 rate increase that
that should be a 7 percent increase. W are not
I n agreement concerning the anpunt of an
i ncreased to commence January 1, 2011. The
i ndustrial group believes that a smaller
i ncrease than set forth in the cost of service
setting would be warranted.

The staff had | ooked at some of these
shifting of costs out of the 2011 tine period to
see whether or not staff could reasonably
reconmend a | ower increase than 7 percent in
2011, and staff had examned this with its
engi neering consultants and felt that if -- if
appropriate, the staff could reconmend an
increase of up to -- of 5 percent in 2011 on the
el ectric side.

The 2012 and ' 13 revenue expenses have

Metropolitan Court Reporters, Inc. 913-317-8800
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not yet been fully flushed out, but the reason
that the staff felt it could recomrend no |ess
than a 5 percent increase in 2011 was that if
you | ook at project -- now projected
expenditures in 2012 and '13, we would not have
| ower than the days cash on hand at the end of
the study period and | ower than the target debt
service coverage ratio at the end of the study
peri od.

As far as the water side goes, the
staff and the -- and the industrial customers
were in basic agreenent that the 2010 revenue
i ncrease of 8 percent January 1 was appropri ate.
The industrial group had asked the staff whether
they could recommend for settlement purposes a
7 percent increase in 2011 on the water side and
the staff | ooked at some -- again, some of the
costs that shifted out of 2011 and these
matrices and determned that the staff could for
settlenent purposes reconmmend a 7 percent
increase. W have not, as | said, reached
agreenent with the industrial group for -- for
electric in -- in 2011. W also discussed, as |
mentioned, the billing of the neters, that that
woul d be done -- that could be done, as our

Metropolitan Court Reporters, Inc. 913-317-8800
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engi neering consul tants have advised us, could
be done on the basis of a direct cost
assi gnnent .

W had di scussed several matters
relating to the ERC, and after review would
agree that the existing $2.6 mllion, a known
capacity cost based on our firmlong-termsupply
contracts, could remain in the ERC as it
presently is instead of -- sorry -- could remain
in base rates as it presently is instead of
renoving to the ERC. | think that, as | say,
there are sone additional discussions about
future ERC firmcapacity matters but we are
continuing those discussions and we feel that
those are going well.

On the environnental surcharge, the
staff had always felt that this should be
limted to major capital projects, major capita
environnental projects that were not otherw se
recovered through the base rates. And the
staff's original thought on the ESC was t hat
that should be projects that were bond financed.
W had included in the ESC | anguage that woul d
al l ow certain cash financed projects. After
di scussing this with the environmental group,

Metropolitan Court Reporters, Inc. 913-317-8800
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we're confortable that any cash expenditures
woul d have to be tied to major projects that had
been substantially funded with -- with bonds.

Using the | ow NOx burner as an exanple,
we have $40 million allocated for the | ow NOx
burner project. Expected to recovered it all
t hrough bonds. But suppose that you had change
orders toward the end of that that m ght have
another mllion or two. W think it's
appropriate that, you know, that mllion or two
woul d be recovered the sane way through the ESC
And we al so agreed with the industrial group
that this is such a substantial inposition of a
rider that we would be hap -- we would be
confortabl e evaluating that the way that we've
done the rate stabilization rider. That is that
we have to give advance notice of any
application of the ESC and have a group have the
opportunity to take a look at that before it's
| nposed.

But certainly what we're doing now
through this rate process on the | ow NOx burner
project, taking that to the Board, and we said,
wel |, that's what we're doing with the rate
stabilization rider. And inposing a rider for a

Metropolitan Court Reporters, Inc. 913-317-8800
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maj or environnental project seens |ike having
that kind of transparency woul d be consi stent

wi th what the Board has done in the past. The
envi ronnental group -- the environmental
projects that we now know of of course are just
the ow NOx burner, but this will give plenty of
time for everyone's planning purposes for the

i npl ementation of this rider.

One of the things that the -- that the
industrial group requested is the opportunity to
address the Board to nmake a presentation on a
couple of things. One of those is revenue
requirenents. As | said, the industrial group
feels that the revenue requirement for 2011 is
not as great as the BPU staff does. And the
second one is that the industrial group, as |
I ndi cated, wants to address the Board on cost
allocation and rate design nmatters and they
i ndi cate that they have a strong opinion on
t hat .

And M. Zakoura is here this evening
and |"'msure that he will want to take the
opportunity to talk to the Board about this.
What | woul d suggest at this time though is that
we ask Ed Overcast with Black & Veatch to

Metropolitan Court Reporters, Inc. 913-317-8800
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address you further on some of these matters,
and then ask Lori Austin to address you further
on sone of these matters. Then we'd like to
give M. Zakoura the chance to address you and
M. Yarnell, if he wishes to, the chance to
address you as wel | .

If you have any questions for nme, I'd
answer them now or perhaps let M. Overcast and
Mss Austin kind of flush out this summary that
|"ve given you. So |I'd ask Ed Overcast to
address the Board and.

Again, M. Carson, he was previously
under oath.

PH LLI P CARSON: That's correct.

ED OVERCAST: Good evening. |'m
Ed Overcast. |'ma director with Black &

Veat ch.

KATHRYN PETERS: | apol ogi ze.
|"mgoing to say one other thing. | -- 1 do
apol ogi ze. \Wen | was doing ny introductions I
| ooked at the phone and forgot to nention that
M ke Gorman with Brubaker and Associates is
attending the board meeting by phone.

M ke, are you there?

M KE GORMAN.  Yes, | am Good

Metropolitan Court Reporters, Inc. 913-317-8800
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eveni ng.

KATHRYN PETERS: Thank you.

ED OVERCAST: As | said, I'ma
director with Enterprise Managenment Sol utions,
the consulting division of Black & Veatch, and
have filed testimny in support of the cost of
service studies and rate design proposals that
we have made to the Board on behal f of the BPU
staff. And what | want to do tonight is talk
just a little bit about the rate planning
process and to give you sone -- sone things that
we think are inportant as part of the overall
process.

And it's inmportant to understand that
this BPU rate plan is not driven by the cost and
revenues in any single year. In fact, this rate
plan is based on a five-year forecast and that
five-year forecast is a series of four 7 percent
i ncreases designed to neet the financial targets
of 60 days of operating cash and a debt service
coverage of 1.6 times. Now these goals
represent what's really the mninum financia
requi renents for maintaining your current
favorabl e bond rating and they al so represent
your Board financial policy requirements.

Metropolitan Court Reporters, Inc. 913-317-8800
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So we are set a goal and we're not --
we're not just looking at today. We're |ooking
today and at the end of this five-year period we
want to reach those goals. So we're noving a
little bit each year and we said, Wat kind of
rate increase do you need each year over this
period for four periods to get to those goals at
the end of fifth year?

As -- as part of our discussion with
the industrial custoner group, we have taken
additional information -- let -- let me back up
and tell you that this plan is predicated on
information provided to us by the BPU staff that
runs through Novenber of 2009. So that's the
data that the forecast is based on, okay.

W have used additional information and
thisis -- this is common in rate cases where
you update your information for things that you
know have happened, and we've | ooked at
addi tional data that goes from Decenber of 2009
up through about the end of May 6 of this year.
So -- so we have a picture of sone things that
have changed over that time period. And as a
result of those changes, and we -- we have
updated our forecast and we've said that we

Metropolitan Court Reporters, Inc. 913-317-8800
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coul d nmeet the goal in 2011 that we had set as
part of getting to the end goal in 2014 with a
5 percent rate increase, at -- at least that, at
| east 5 percent.

And it's very inportant that we -- that
we agree on 2012 and '13 as well so that we
actual ly reach that goal. Because anything we
take out in the early years, we can't get nore
than 7 percent in the later years. So if we
take out too much we woul dn't reach the goal
But we were unable to reach an agreement on this
5 percent anount. The industrial custoners felt
that a | ower number was possible.

In addition to this detailed discussion
and -- and we -- we've spent a lot of tine
di scussing these issues and -- and exchangi ng
information with the industrial custoners
related to the revenue requirenents, we've
di scussed changes related to the ERC Ri der and
the new ESC Ri der

And | think Kathy described it pretty
well. We're -- we're hopeful of being able to
reach agreenent on both of these riders. W're
further along on the ESC than we are on the ERC
innmy viewand -- but, nevertheless, w are --

Metropolitan Court Reporters, Inc. 913-317-8800
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we are reasonably certain that we can reach a
conclusion that's acceptable to everybody on
those two riders and those two riders are

| nport ant.

The ESC Rider is inportant because
that's where the noney's going to cone fromto
pay for the bond issues associated with
environnental costs. And if you can show that
you' ve got a source of revenue, it makes it
easier to get -- to get the bond issue. And the
ERC Rider is inportant because the cost of fue
and purchase power is the |argest single O&M
itemin your -- in your budget.

Now, during this time discussions
related to cost of service and rate design have
been deferred. W -- we have really not talked

about those at all. There's been no substantive
di scussion on rate design and cost of service at
this point. In addition, there's been no

substantive discussion related to the revenue
requirenents for 2012 and '13. But we continue
to believe that 7 percent per year is required
in those late -- later years to meet the
financial goal of having 60 days of cash
reserves and neeting the 1.6 times bond coverage

Metropolitan Court Reporters, Inc. 913-317-8800
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rate.
Now, if you have any questions for mne,
|'d be happy to answer them

DAVID ALVEY: | do have a couple
questions. Some -- when Kathy was giving her
sunmary, she nentioned that part of the
objection fromthe intervenors was based upon
the fact that we have not filled vacant
positions that had been allocated for the
current period. |Is that correct?

ED OVERCAST: That's correct.

DAVID ALVEY: (Okay. Secondly,
that when the intervenors | ook at the
financials, the BPU financials, they find | ower
operation -- operations and mai ntenance
expendi tures than had been project ed.

ED OVERCAST: That's correct as
wel | .

DAVID ALVEY: And then third they
had -- and we had said that we coul d del ay
installation of CT5 for perhaps a year. Ws
that correct?

ED OVERCAST: That's -- that's
one of the assunptions in the -- in the process,
yes.

Metropolitan Court Reporters, Inc. 913-317-8800
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DAVID ALVEY: Ckay. And yet when
| -- and when | listen to those things, what |
understand is that vacant positions have not
been filled because of a serious cash flow
probl em cash reserves on hand.

Secondly, |ower operations and
mai nt enance budget is not because the -- the
base cost had been reduced but because we sinply
are not making expenditures, again, because of
the lack of revenues to fund these projects and
carry these projects to conpletion

And that third the assunption that we
do not need CT5 for another year could be --
coul d be accurate; could not be accurate based
upon the weat her and based upon if we del ay
necessary inprovenents to the coal plants, the
-- the coal generators and other maintenance
I ssues at the plants that, in fact, if we delay
CT5 an additional year, we mght, in fact, put
ourselves in a worse financial position and not
if -- if we went with a 5 percent, not have the
revenues in enmergency funds to handl e those
probl ens and woul d have to go out on an
emergency basis to get a bond issued which is
apparently pretty hard to do.

Metropolitan Court Reporters, Inc. 913-317-8800
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ED OVERCAST: | think it's fair
to say that, you know, there's -- there's a |ot
of uncertainty in any forecast. Fromny
perspective this was the mninum forecast that
we coul d possibly live wth.

DAVID ALVEY: And so --

ED OVERCAST: And you're
absolutely right if --

DAVID ALVEY: So we're arguing
about what the mninmumis?

ED OVERCAST: At -- at this point
| think this is the mnimumthat we -- that we
could find acceptable, the 5 percent.

DAVID ALVEY: And -- and I'm
going to push that a little bit further. That's
the m ni mum and when we target for the m ninum
sonetimes we'll hit the mininmum sometines we
won't hit the mninmum We'I|l be below the
mnimum Sometimes we'll go over it. \Wereas
iIf you go for the -- the safety and the
reliability, you shoot for the reliability and
if we were to accept the 5 percent, we woul d not
be -- would even bel ow -- be bel ow our m ni num
Per haps - -

ED OVERCAST: | think what you're
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asking is, is the forecast really the nmean of
what you woul d expect in the future. And I
think ny answer to that would be there's --
there's probably nore risk that you would be
under what we forecast than there is risk that
we woul d be over. That woul d be ny opinion.

DAVID ALVEY: (kay. And so what
| understand then is the intervenors will be
trying to prove to us that our mnimmis not
accurate?

ED OVERCAST: That's correct.

DAVID ALVEY: (kay.

MARY GONZALES: Could | ask a
question on that nunber, the attrition nunber,
was that a significant nunber?

PH LLI P CARSON:  What's your
nane, please?

CRAIG BROMN:  Craig Brown with
Bl ack & Veatch. | was previously sworn in.

PH LLI P CARSON: Al right.
Thank you.

KATHRYN PETERS: He was al so
under oath.

PH LLI P CARSON: | renenber.

CRAIG BROMW: | believe the --
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the labor attrition anounted to because in the
forecast we'd actually projected to slowy
increase it about 25 percent per year back to
the 2009 budgeted nunbers of about 680

empl oyees. | think the baseline we're working
fromat that point was about 610 to 620. |
believe the current -- to-date currently there's

about 599 enployees. So | think the dollar
I npact by accepting the 2010 was about
1.7 mllion we were able to reduce, and | think
our projection for 2011 was 620 enpl oyees and
think that reduced what we had projected by
about $909, 000.

DAVID ALVEY: Ckay. That -- and
|"mgoing to go back to this point and -- and
ki nd of see where this comes fromwhere it seens
to be going. It -- it seens to me that the --
some of the objections, some of the ngjor
obj ections of the intervenors, the industria
group, are that, well, this is what you' ve been
operating with under these circunstances but
these circumstances that we've been operating
at -- under for the last two years have
certainly not been optimal in terns of revenues,
del ayed capital projects, delayed naintenance,
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del ayed hiring, and that what we're really
trying to dois restore to the utility toits
optimal functioning and their argument is that
we don't need to do that? |Is that your sense?
Anl --

ROBERT MLAN, SR: M. Al vey,
with all due respect, please let the intervenors
explain to this Board what their positions are.
At this point you're -- you're giving me
information that |'mnot famliar with. And
until | understand what their positions are,
then | amgoing to listen to their point.

DAVID ALVEY: Fair enough

PH LLI P CARSON:  Any ot her
questions for M. Overcast? Thank you.

LORI AUSTIN.  Fromthe BPU staff
side we have put together a four-year plan --

PH LLI P CARSON: Wuld you state

your name?

LORI AUSTIN. I'msorry. Lori
Austin.

PH LLI P CARSON: Thank you,
M ss Austin.

LORI AUSTIN. W have put
together a four-year plan in order to meet the
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financial goals of the utility. W feel that
it's inmportant that this plan and -- and even
this interimagreement of the first two years
denonstrates that we have a plan and to | ook out
in the years for future planning. W need to
denonstrate -- and if we're to issue bonds, we
need to denonstrate to the credit rating
agencies that there is commtment to our
financial stability and to meet our goals over
the -- the study period of the 1.6 and the

60 days of cash.

So we have worked with the customner
group. We've reviewed multiple proposals from
themin order to reach a reasonabl e conprom se
one that in which we can still neet our
financial goals. We've offered to continue our
di scussions with themon the revenue
requirenents, the cost of service, and the --
and the rate design and -- and bring this back
before the Board in the Fall, 2010.

So we will continue to work with them
W have received nultiple data requests from
them W' ve had conpleted those data requests.
So we have provided a lot of information based
on their questions and we'll continue to work it

Metropolitan Court Reporters, Inc. 913-317-8800





©O© 0 NOoO O WD PP

NRONNRONNRPRRRRRRRRR R
OB WNRELROOOWMNOOUNMWNRO

Page 25

to address their issues. Thank you

PHI LLI P CARSON:  Thank you.
M. Zakoura.

JAMES ZAKOURA: Thank you. 1'd
first like to state that | want to thank the
BPU, their counsel, their staff. They've been
very responsive to the requests that we've --
we've put forward. | would thank M. Gay
personal |y that he has made the staff available.
The Bl ack & Veatch peopl e have been very
responsible. So we're in the process of
gathering information, but what | would like to
take a little bit of time with if I could for
the Board is kind of tell you where we are, how
we got here, howthis is maybe a little bit of
an unusual situation.

And the first thing | would like to say
to the Board is, you have a really difficult job
and | recognize that's the case. You're
bal anci ng a situation where you' re bal anci ng
reliability and safety and planning for the
future in a situation where many in the
community are having difficult economc tines,
that would go for individual residences, people
who have retired, people in small businesses,
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people in |arge businesses. For the nost part
the current econom c recession has not m ssed
many people. So a lot of people are in the
sane -- sanme place. So | amcertainly
appreci ative of your work and attention in those
bal ancing itens that you have to at all times
take a look at. And in response -- in response
to -- how do you say your |ast name, sir?

DAVID ALVEY: Al vey.

JAVES ZAKOURA: M. Al vey.
Pardon ne, | didn't know how to say your | ast
nane. In response to the questions that you
asked, which | thought were all excellent
questions, that is in fact what -- what we're
trying to do as well, all of us together. What
we started out to do was to say, How can we
approach these cases where there is a rate
i ncrease and provide for necessary revenues to
the utility, at the sanme time |ook out for the
custoners that -- that we hit that proper
bal ance that is enough but not too much? And
think that's what the Black & Veatch people were
speaking to and Mss Austin and -- and al so
Mss Peters, that's -- that's the kind of
bal ance that we're all |ooking at.
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So as a starting point | would say that
we have not raised any issue with salaries,
amount of sal aries, anmount of enployees. W
did, as | believe M. Overcast said, we -- we
| ooked at that. W |ooked at a history really
of where the enpl oyee count was of the utility
from oh, an extended period of tine really,
fromseveral years past to -- to |looking out to
the future as to what it would be.

The other thing that | would say to you
s, it'sadfficult time for enpl oyees in
capital, but it's also a difficult time to try
to forecast how much power you're going to sell
| mean, you know, how many units you're going to
spread whatever cost is that you ultimtely
approve across what nunber of units. You' ve got
a lot of things going on at once. Last year we
had a historically cool sunmer. Twenty-
seven percent |ower degree days than the typica
year. Add to that the fact that we have an
economi ¢ recession, it was al so ongoing and deep
seated and that affected the anpunt of -- of
units that utility sold. So not only are you
trying to calculate the anmount of revenue
needed, but how many units that's going to be
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spread across.

But before we get to -- before we get
to the individual points, let me talk alittle
bit about the process and | -- |'m acquainted

with nost of the people here. 1've beenin this
busi ness across Kansas and M ssouri and Ckl ahoma

for nore than 25 years and the typical way you

| ook at these situations is you try to look at a
test year, which is a 12-year period i mediately

precedi ng when the rate case is going to be and
you | ook at those set of costs and then you
adj ust those forward for anything that you m ght
call woul d be known and measur abl e changes.
What you're -- what you're going to do in the
future that m ght cost noney.

And the typical case in Kansas and

M ssouri -- let me give you kind of a way that
this has been | ooked at by the legislatures in
Kansas and M ssouri. For those utilities that

are regul ated by the Kansas Corporation

Conmmi ssion, they usually give us 240 days to do
that, that study, which is eight nonths
basically. In Mssouri it's alittle I|onger
than that. In Mssouri they usually take about
-- | looked at the last couple of cases, Aquila
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and Kansas Gty Power and Light, and they
typically run fromone year one month to one
year three nonths. So we're |ooking at a bl ock
of time for consideration by really boards |ike
you to | ook at these issues of about eight
months to let's call it 14 nonths. That's the
normal way you | ook at that.

This case is a little bit different in
that, as correctly summarized by M. Overcast,
the -- what we're looking at is a block of tine
moving forward as well as a block of time in the
past, the so-called test year. He's trying to
estimate what the next four or five years |ook
like for the utility in terns of what their
enpl oyee needs are, what their capital needs
are, what their bonded indebtedness that Kathy
-- excuse ne -- Mss Peters spoke to, and so
it's a noving target going forward as well.

The other things that | wanted to speak
toyou a little bit about and this was al so
di scussed somewhat by Mss Peters is the class
cost of service and rate design studies. And
let me give you just the very sinple
understanding of -- or as | understand it to be
very sinmple statenent of that.  ass cost of
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service and rate design basically try to do cost
assignment to the people who cause the expense.
It's matching expense and cause -- cause of that
expense toget her.

That is not an exact science. In this
case Black & Veatch has presented one to the
Board. In the case that I'mcurrently handling
for a group of industrial custoners involving
Kansas Gty Power and Light on the Kansas side,
there are four cost of service studies found in
that case. There's one by the staff of the
Kansas Corporation Conmi ssion, one sponsored by
the utility, one sponsored by the Gtizens
Uility Ratepayer Board, and a fourth sponsored
by the industrialists. So there are nultiple
ways of |ooking at that issue by intelligent
peopl e who work in the field.

So therein cones sonewhat of the
di fference between what we have had and when we
| ooked at that cost assignnent and cost in
incurrence and were to place those, and we have
agreed though to go forward and | ook at that
carefully. We've tal ked about everything from
getting another independent study to us
presenting our own study, letting the Board
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deci de which they think is -- is best suited to
this particular utility and -- but we're
approaching that matter hopefully on a

t hought ful basi s.

Now, |et ne speak to, if we could, a
little bit of what Mss Peters and Mss Austin
spoke to and that's initial rate revenue
increases and rate increases. Basically the --
the staff of the BPU has nade the case that
there needs to be an immediate rate increase of
-- of as they said 7 percent on the electric
si de.

And al though we may not necessarily
agree when the timng of that will come into
pl ace, whether it be 2010 or whether it be sone
| ater period of tine, we did agree to that

because what we wanted to do was to, Ckay, let's

have the time to really look at this in a bit
more detail as we go forward. Because when you
| ook at the entirety of the rate increases that
are being proposed here, they are scheduled to
cone in over about a four-year period and they
conme in in roughly equal increnents on a yearly
basi s.

So the idea was, Ckay, we're all people
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of good faith. W're noving forward | ooking at
this in an intelligent nmanner. Let's get
started on the process. W always have these --
these periods to address, you know, for the
Board actually in the end to address whet her
we're right or wong as we go forward but we
need to take this first step together. So that
Is part of what we've done here.

W realize we haven't conpleted the
work but what we think we need to do is take a
first step to -- to then get that behind us and
to look at the rate design, to |look at the
revenues needed in the future years on a nore
t horough basis and a -- a nmore -- in ny opinion
alittle nmore business-like basis. W' ve
basi cal |y been working together pretty much
every day for the last two nonths trying to
figure these items out. So that's the idea of
the first initial rate increase, the 7 percent
Ms. Peters spoke to

Then the next piece and what we had
tal ked about is getting these itens, concluding
them bringing themto the Board no later than
the end of Septenmber | believe. And the reason
that that was done in that fashion was that we
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were trying to be on a budget, schedul e that
fits -- excuse me -- we were trying to be on a
presentation schedule that fitted the way you
budget here at the utility.

So the idea was that we would continue
our work with the permssion of the Board and
that we would either agree to a -- a resolution
to present to the Board on a several year basis
that goes out as schedul ed through that
2012- 2013 period, or we have a day where we can
talk directly to the Board and present the case
to the Board at |east on a couple of points for
the Board to hear directly fromour people.

Now, if | can talk alittle bit if you
don't mnd if | could step over to the water
side. W do have an agreement on the water side
for 2010 and 2011. So those -- those items al so
have -- have a good start a little further along
in that regard. The water is actually a little
easier to deal with. There aren't -- there
aren't as nmany expense itens. The -- the
scheduling of those expense itens is -- has nore
visibility to it.

So that is -- that is where we are. W
start fromthe point that certainly the -- it is
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the responsibility of -- of this Board to
operate the utility in a manner that it can
operate and provide safe and reliable service.
Everyone agrees with that and you have a history
of being able to do that which runs decades and,
frankly, nore than probably a hundred year years
at this point in tine.

The -- but what we're trying to do is
hit that balance and really the balance in -- in
speaking to the Board nenbers question is, okay,
I f you can reasonably and with reliability | ook
at sonme of those items and schedule themin a
manner that may be a little easier for people to
handl e a year fromnow or two years from now as
hopeful Iy the econony cones back and that
there's a bit nore cash available to address on
these issues than had been in the past, we're
hoping that time will be on our side as we nove
forward and address sone of those itens.

Wiat we have tried to do as well as --
as that is to address the issues on an i mediate
basis, the two years on the water as | said, the
initial year on the electric service with the
conmm tment to cone back to the Board no |ater
than the end of September for the Board to make
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a -- a determnpation -- | believe their neeting
I's schedul ed for Cctober 6th as | recall -- to
-- to speak to those out years at -- at that
point in time.

As far as the environnental rider and
as far as the energy cost adjustment that Black
& Veatch spoke to, | would say that, yes, we're
-- | woul d second what the gentlemen said in
that regard. W're very close and I -- | don't
think we have any particular materia
differences to those -- those issues and they --
are inportant issues.

Number one, the environnental issue
needs to have a stream of incone because you're
making a -- an investnent, a dedicated
investnent to the Iow NOx burners | believe that
you're tal king about. That's not particul ar
just to this utility. That's helping all over.
So I'mfamliar with that issue and that issue
has been handled in that fashion.

The -- the energy cost adjustment also
is important and | think we're pretty close on
that, too, what's that's to do is we've tried to
put -- put a fence post around those areas where
we understand the predictabl e expenses and then

Metropolitan Court Reporters, Inc. 913-317-8800

Page 35





©O© 0 NOoO O WD PP

NRONNRONNRPRRRRRRRRR R
OB WNRELROOOWMNOOUNMWNRO

Page 36

you know what, we all know being in this

busi ness that there's sone unpredictable
expenses that occur and those are typically in
the -- in the fuel, either the purchase power
cost or -- or sonething of that nature. Maybe
you' re doing some work at one of the facilities
and you're buying nore or |ess purchase power on
the grid.

There's going to be some variation with
that and -- and basically the econom c cost
adjustment is a matter in which those variations
that come up which are unpredictable can be
handl ed. Again, that particul ar mechanismfor
recovering those costs are common in the utility
busi ness both in the Mdwest and all over the
United States.

So in summary, | would say to you that
while we may not have worked as quickly as the
Board would like us to work or hope that we
work, we are working diligently. What | would
say to you is, we are not outside the tinmeframe
for this kind of decision that you would
normal |y see throughout the Mdwest, that eight
months to 13-nonth bracket that we tal ked about
when we | ooked at that. And then | think I
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woul d ask the Board to give us sone
consi deration because this is one of the nost
conpl ex cases that |'ve been involved with and
the complexity of it relates to the fact that
we're trying to forecast the future as to what
the needs of the utility are; what the -- what
the interest rates in the bond narket are; how
much energy you'll likely be selling in the
future

Al of those things are not easy things
to do but we have a | ot of good people |ooking
at that and we are conmitted to working diligent
and to bring the Board back a resolution to the
remai ning years either by agreenent, which the
Board woul d thoughtfully consider at that time
or sinply a presentation of evidence and the
Board woul d therein decide -- discharge their
responsi bility by making a decision

Sol -- I'"'msorry | droned on too |ong.
| appreciate the courtesy of being here. Again
| thank M. Gray and his staff for the work
they' ve done and Black & Veatch for the work
that they've done. | think we have much work to
do and | think with the Board' s permssion we'll
be back with greater visibility in just a short
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period of tine. Thank you.

DAVID ALVEY: M. Zakoura, you --
you woul d anticipate when you woul d ask for a
presentation to the Board?

JAVES ZAKOURA:  When | spoke with
the professional staff at the utility, they --
they informed me of the budgeting process that
you do and it has to be and | think to neet your
criteria no later than say md-Septenber. Amil
right, Mss Peters, that that's kind of --

ROBERT M LAN, SR : That's about
the timeframe.

LORETTA COLOMBEL: | thought
August was the tineframe we were |ooking at |ike
the mddle -- mddle of August.

KATHRYN PETERS: | think what,

M. Zakoura, one of the things the Board asked
us for, what kinds of tinefranmes do they have to
give to you and to us to have the case fully
together so that all of the evidence will be in
front of them by m d-Septenber so that when we
cone to them by the end of Septenber they'll
have a chance to review things before they have
the presentation. And we've given them sone
time suggestions on filing of evidence by the
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i ndustrial group and by the BPU to neet the goa
of being done by the end of Septenber.

JAVES ZAKQURA:  Thank you. |
m sunderstood the question. |f what you and
M. Alvey are saying is should -- should we have
a -- should we have a docunentation or have
evidence presented to you in August, the answer
s, yes, we can certainly do that with -- wth
preparing for the Board to make a decision in
Sept enber .

LORETTA COLOVBEL: Thank you.

JAMES ZAKOURA: Ckay. O
what ever reasonabl e schedul e but --

JOHN PETTEY: W were | ooking at
August the 16th, which would be two nonths from
now, and then and they cone back by Septenber
t he 30t h.

JAMES ZAKOURA: | -- subject to
checking with clients, | would say that August
16 woul d be a schedul e we can neet, sir.

KATHRYN PETERS: And,

M. Zakoura, the staff then thought that if they
had an additional three weeks to respond or
Septenber 7th, the day after Labor Day, they
woul d have all of the evidence in front of the
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Board by m d- Sept enber.

JAMES ZAKOURA: That -- that
seens to me certainly to be very a reasonable --
seens to be a very reasonabl e schedul e which we
can certainly meet. Thank you. And I think
scheduling it out that way is a good way of
approaching it.

MARY GONZALES: Well, | nmean,
| -- | would just like to have some assurance
that we are going to meet those deadlines
because | -- | feel, and no disrespect intended,
that, you know, we should have maybe engaged a
little bit earlier. | know we're not KCP and |
know that's -- you know but I -- I've sort of
been waiting on hearings, some sort of witten
testinmony which | thought | understood on the
May 4th meeting that we were going to have from
the intervenors. So | -- so | would like to
have assurance that we will meet those
deadl i nes.

JAVES ZAKOURA:  Certainly | will
provi de that assurance to you at this tine.
Thank you.

LORETTA COLOVBEL: Thank you.

JAMES ZAKOURA: And -- and the
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criticisml accept as being just. Thank you.
ROBERT M LAN, SR : Thank you.
PH LLI P CARSON:  Any ot her

questions for M. Zakoura? Thank you

M. Yarnell, do you have a statenent
you would |ike to make?

RICK YARNELL: R ck Yarnell
Cood evening, |adies and gentlemen. | do have
some things | would like to address to the
specifics for the recormendati ons of the
professional staff and Bl ack & Veatch have nade.
Cne thing, concerning the industrial -- I'm
sorry -- the energy rate conponent rider. The
agreenment to keep the $2.6 million cost a firm
capacity in the base rates rather than noving it
to the ERCis something that is wise. Aso the
i npl ementation of the environnental surcharge is
al so very wise. As you all know, we are going
to have many, many costs of environnmenta
concerns going to be facing us in the future and
| do believe this needs to be inplenented.

There are two things that I'mreally
concerned about. One, is that | would like to
rem nd the Board that when the combustion
turbine No. 4 was put into place in 2004, the
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bonded cost for that was 34 and a half mllion
dollars. The CI5 as presented in the cost of
service study that is expected to be put in

that cost is projected to be well north of

$70 million, which is doubling in quite a few --
in very few years.

Del ay of putting that in makes nme very
concerned that the cost will continue to
skyrocket. If the econony does inprove, true
the BPU will get nore revenues, but the cost of
conmodi ties as you well know are going to
skyrocket with it. W have seen $140 barre
oil. As you well know the cost of copper, the
cost of steel, the cost of all conmodities that
go into building these things are going to
skyrocket if the econony inproves.

And | really do believe that delaying
the cost or delaying this inmplementation of the
CT5 will probably put the cost well north of
$80 mllion and that is just unw se to del ay
this. So | would urge the staff to please
consider putting this in as soon as possible.

It is needed and a delay will only raise the
cost to the customers.

The last item!| would like to point out
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Is that the cost of service studies, a very good
one | mght say, pointed out that the small and
medi um si ze busi nesses have been paying nore
than their cost of service for quite a few
years. The residential and the |arge power
sources of which M. Zakoura is representing a
few of those customers toni ght have not been
payi ng their cost of service.

And when you are going to consider a
7 percent across the board rate increase to al
cl asses, then you are putting a 7 percent rate
i ncrease to those classes, the small and nedium
si ze businesses that are struggling, to those
that have already been paying nmore than their
cost of service. And as you go forward and
t hink about this, you mght consider whether or
not that would be a wise choice. And thank you
for your tine.

PH LLI P CARSON: At this point
are there any Board menbers that would like to
make a statenent?

LORETTA COLOVBEL: | would Ilike
to say sonething to M. Yarnell and -- and | do
appreci ate your observations. And -- and |
think we -- we have | ooked at that and that's
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what we're waiting on the intervenors for the
rate design so that we can adjust and neke sure
that everyone is paying what it cost us to
provide to themand so | do want to thank you
for those statenents.

RI CK YARNELL: Thank you.

ROBERT MLAN, SR : | would like
to thank you for your comments and first tinme
had an opportunity to hear your position. It is
wel | taken in consideration and thank you for
your val uabl e input.

PH LLI P CARSON: Ladies and
gentlemen that -- whatever --

JOHN PETTEY: | -- | would --
woul d suggest as a Board we would vote for the
7 percent across the board for power, the
8 percent for electric to go into effect on July
the 1st.

DON GRAY: Eight percent for
wat er .

JOHN PETTEY: Eight percent for
water -- I'msorry -- on July the 1st, 2010 but
wi th the understanding these discussions wll
continue as you discussed tonight and there wll
be no changes in the cost of service study and
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it wll stay as it stands until your discussions
are -- are conpleted and we'll see what the
recomendations then come back for 2011, '12 and
'13. And | see where we're tal king August -- by
August the 16th to get us this which would give
us time for a final September 30th to hear it

all and then we woul d vote on Cctober the 6th to
see what we woul d decide fromhearing all the
final arguments for both sides.

ROBERT MLAN, SR: WII you put
it inaformal notion?

JOHN PETTEY: That's a
suggestion. If somebody wants to make a notion
that would be fine.

ROBERT MLAN, SR: | wll make a
motion to -- for the suggestion -- the
suggestions -- any nore comment before | make a
moti on?

JOHN PETTEY: You know what,
before we nake this nmotion there are severa
ways we could do it. Wen we -- we would make
the motion to accept July 1st for this and then
woul d -- would we then want to approve an
interimelectric increase of 7 percent for 2011
*12 and ' 13, and then the water increase would
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be 8 percent for 2011, 7.5 for 2012, and ' 13
effective January 1st of each year which
would -- this would all be spread across the
board. Just --

LORETTA COLOVBEL: Woul d t hat
motion be an interimnotion --

KATHRYN PETERS: My | -- may

LORETTA COLOVBEL: -- before the
testinmony we would receive in August?

KATHRYN PETERS: My | correct
one thing. On the water, we do not recomend
spreading that across the board. There's rate
design built into the water increase and at this
poi nt we've received no indication that there's
any concerns about that. So we woul d have the
2011 water increase be as set forth in the cost
of service study. Any changes from'12 -- '11
*12 and ' 13 woul d be upon further
reconmendat i ons, please.

ROBERT M LAN, SR : Separate
i ssue then. GCkay. Thank you

KATHRYN PETERS: And | apol ogi ze,
we did not nmake that clear to you in our
presentation that the cost of service were
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related to electric.

LORETTA COLOMBEL: So, John, your
motion is to accept 7 percent electric,
8 percent water July -- effective July 1.

JOHN PETTEY: July 1.

LORETTA COLOMBEL: That --

JOHN PETTEY: And then --

LORETTA COLOMBEL: Not nore than
7 percent for '11, '12 and ' 13 depending on the
testinmony from M. Zakoura that that is subject
to change?

JOHN PETTEY: Right.

LORETTA COLOMBEL: Am-- am-- am
| understanding that -- that's a correct notion?

ROBERT M LAN, SR: Subject to
what ?

MARY GONZALES: Subject to
testinmony fromthe --

TERRY EIDSON:  Subject to
testinmony fromthe intervenors.

LORETTA COLOMVBEL: R ght, vyes.
It's subject to change. |In other words, it's
there but we -- we are allow ng themand we need
to hear their testinony but this allows us to go
ahead and proceed forward.
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JOHN PETTEY: Correct, it
woul d -- right.

ROBERT MLAN, SR : GCkay. Are we
cl ear now? Make sure we're clear

DON GRAY: Just so | understand
now what about the water, | know we had
di scussed 2011, but we al so were | ooking at
future years for water as well. So do we want
to also insert water in that?

MARY GONZALES: M. Zakoura said
they were agreed on 2010 and 2011 in water, is
that correct?

JOHN PETTEY: Well, is that two
mot i ons?

KATHRYN PETERS: Yes.

ROBERT MLAN, SR : Yeah, that's
two -- two separate issues here.

JOHN PETTEY: Ch, okay.

ROBERT MLAN, SR : Be careful
now.

JOHN PETTEY: So we -- we need a
motion to approve.

KATHRYN PETERS: My | suggest
motions to you?

MARY GONZALES: Yes, please.

Metropolitan Court Reporters, Inc. 913-317-8800





©O© 0 NOoO O WD PP

NRONNRONNRPRRRRRRRRR R
OB WNRELROOOWMNOOUNMWNRO

Page 49

ROBERT MLAN, SR: WII you
summari ze that because we have two different
things. Thank -- thank you.

KATHRYN PETERS: |'mgoing to
first suggest an electric notion and that is
that you nove that you approve a rate increase
effective July 1, 2010 for 7 percent on an
across the board basis.

DAVI D ALVEY: So noved.

ROBERT MLAN, SR: | second the
mot i on.

TERRY EIDSON: W thout any
di scussion or nothing that relates to what
M. Zakoura and the other intervenors are going
to --

KATHRYN PETERS: | think that you
shoul d give those directions as well. | just
was giving you a separate nmotion. But | think
these all have to be contingent on presentation
to you by no later than the end Septenber, the
final recommendations.

TERRY EIDSON:  I'Il -- 1"l go
along with that.

ROBERT M LAN, SR : Put those
dates in every -- because it would be one-step
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deal; the date, the time, et cetera, please

KATHRYN PETERS: Ckay. Let --
let's start with the -- the notion then that you
direct the --

LORETTA COLOVBEL: W -- we had a
motion on the floor. Bob, did you hear --

ROBERT M LAN, SR : | thought it
was on a notion because | seconded it. Wthdraw
my second. Make it over

KATHRYN PETERS: | suggest that
you direct that the follow ng schedul e be
approved for the conpletion of this rate
hearing, that the -- all -- all intervenors be
directed to pre-file any testinony by no |ater
t han August 16th two nonths fromtonight, that
the BPU staff and engineers be directed to file
any rebuttal testinmony by no later than
Septenber 7th and that the -- any presentation
-- and that any recomendations to the Board be
provided to you by the end of Septenber

LORETTA COLOMBEL:  Davi d?

DAVID ALVEY: So noved.

ROBERT MLAN, SR : | second this
time. Thank you.

JOHN PETTEY: Roll call, please
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DAVID ALVEY: Do we need a
separate notion for the --

LORETTA COLOVBEL: Do the rol
call first.

DAVID ALVEY: Ckay. Very good.

TERRY EIDSON:  Wul d soneone read
the notion again, please.

(Wher eupon, page 46, line 12,
t hrough page 46, line 18 was read by the
reporter.)

LORETTA COLOMBEL: Would it be
suggested we do anot her notion?

KATHRYN PETERS: Sure, 1'Il just
go ahead and --

LORETTA COLOMVBEL: W woul d have
to withdraw again the second.

KATHRYN PETERS: 1'Il -- maybe
"1l just say what | think the notion was and
that is that the intervenors -- all intervenors
be directed to file their pre-file testinmony by
no | ater than August 16th two nonths from today.
That the BPU staff and its engineers be directed
to file any rebuttal testinmony by no later than
Septenber 7th so that this nmatter may be
presented to the Board by no |later than the end
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of Sept ember.

DAVI D ALVEY. 2010.

KATHRYN PETERS. 2010.

TERRY EIDSON: And the rate?
KATHRYN PETERS. | think that you

-- we're suggesting that you take these notions

up separately.

So that was just that notion on

-- on the timng and then | would give you
notions on the rates after this.

DAVID ALVEY: So noved.

TERRY EIDSON:  Second.

ROBERT M LAN, SR : Second.
JOHN PETTEY: Roll call, please.
JODY BCEDING.  Roll call on the

nmoti on. M ss Col onbel ?

LORETTA COLOMBEL: Aye.

JODY BCEDING M ss Conzal es?
MARY GONZALES: Aye.

JODY BCEDING M. Eidson?
TERRY EIDSON:  Aye.

JODY BCEDING M. Alvey?
DAVI D ALVEY: Aye.

JODY BCEDING M. Ml an?
ROBERT M LAN, SR : Aye.

JODY BCEDING M. Pettey?
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JOHN PETTEY: Aye.

JODY BCEDING: Mdtion carries.

KATHRYN PETERS. M/ -- ny
under st andi ng was that you wanted that as a
separate motion because all of your other
motions woul d be predicated on that. The
recomendation then of -- of the staff would be
that you approve a rate increase -- a -- a
increase in revenues frombase rates for
electric of 7 percent effective July 1, 2010,
such rates to be spread across the board.

LORETTA COLOVBEL: Motion --

JOHN PETTEY: Have the water on
there al so?

LORETTA COLOVBEL: No we're going
to have separate. Mdtion would be effective
July 1st and 7 percent across the board rates
for electric.

DAVI D ALVEY: Second.

JOHN PETTEY: Roll call, please.

JODY BCEDING  Roll call on the
motion. M ss Col onbel ?

LORETTA COLOMBEL: Aye.

JODY BCEDING M ss CGonzal es?

MARY GONZALES: Aye.
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JODY BCEDING M. Eidson?

TERRY EI DSON:  Aye.

JODY BCEDING M. Alvey?

DAVI D ALVEY: Aye.

JODY BCEDING M. Ml an?

ROBERT M LAN, SR : Aye.

JODY BCEDING M. Pettey?

JOHN PETTEY: Aye.

JODY BCEDING: Mdtion carries.

KATHRYN PETERS: And then a
motion, again, as reconmended by the -- the
staff and also the -- the industrial intervening
group that you approve a water increase of
8 percent over revenues fromthe existing base
rates to be effective July 1st, 2010 with costs
to be allocated as set forth in the water cost
of service study.

DAVI D ALVEY: So noved.

TERRY EIDSON:  Second.

JOHN PETTEY: Roll call, please.

JODY BCEDING  Roll on the
motion. M ss Col onbel ?

LORETTA COLOMBEL: Aye.

JODY BCEDING M ss Conzal es?

MARY GONZALES: Aye.
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JODY BCEDING M. Eidson?

TERRY EI DSON:  Aye.

JODY BCEDING M. Alvey?

DAVI D ALVEY: Aye.

JODY BCEDING M. Ml an?

ROBERT M LAN, SR : Aye.

JODY BCEDING M. Pettey?

JOHN PETTEY: Aye.

JODY BCEDI NG Motion carries.

KATHRYN PETERS: And | woul d ask
is it the Board' s pleasure that you approve
interimrate increases for 2011, '12 and ' 13?

LORETTA COLOMBEL: Yes.

KATHRYN PETERS: Pending --
pending final decision follow ng the conpletion
of the filing of all testinmony on revenue
requi renents, cost allocation, and rate design
matters? And if you tell us what percentage you
want to increase in those years, I'll go ahead
and give you the formof that notion.

JOHN PETTEY: \Well, we're | ooking
at 7 percent 2011, '12 and '13 effective January
the 1st of each year for power. \Water woul d
be --

LORETTA COLOMBEL: Separate
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moti on, John.

JOHN PETTEY: Pardon?

LORETTA COLOMBEL: Separate
mot i on.

JOHN PETTEY: Water woul d be
8 percent for 2011, 7.5 -- 7.5 for 2012 and '13
effective January the 1st.

TERRY EI DSON: Excuse ne, |
t hought we had al ready approved the water.

KATHRYN PETERS: These woul d be
for the interimincreases for 11, '12 and '13
and | ask --

TERRY EIDSON: W're -- we're not
voting on the -- on the water as such the way it
was presented?

KATHRYN PETERS: You' ve approved
the water increase for 2010.

TERRY EIDSON:  Only 2010.

KATHRYN PETERS: Only 2010. So
the -- the question thenis if it's your
pl easure to have interimincreases | just ask
what direction fromthe Board of the percentages
to give you in the formof the notion

ROBERT M LAN, SR : That includes
having an additional rate hearing, is that
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correct, in the interinf
KATHRYN PETERS: Yes, that --
that neans that you will receive evidence on --
ROBERT MLAN, SR: Yes --
KATHRYN PETERS: -- these
matters.

ROBERT M LAN, SR : -- thank you.

TERRY EIDSON: Were there any
intervenors on the water?

KATHRYN PETERS: Yes.

ROBERT MLAN, SR: | nake the
motion to accept the interimincrease on the
wat er side as recomended by counsel.

JOHN PETTEY: Well -- okay, we'll
go water first. That'd be -- would take two
mot i ons.

MARY GONZALES: |'Il second
M. Mlan's notion.

JOHN PETTEY: Roll call please.

JODY BCEDING  Roll call on the
motion. M ss Col onbel ?

LORETTA COLOMBEL: Aye.

JODY BCEDING M ss CGonzal es?

MARY GONZALES: Aye.

JODY BCEDING M. Eidson?
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TERRY EI DSON:  Aye.

JODY BCEDING M. Alvey?

DAVI D ALVEY: Aye.

JODY BCEDING M. Ml an?

ROBERT M LAN, SR : Aye.

JODY BCEDING M. Pettey?

JOHN PETTEY: Aye.

JODY BCEDING: Mdtion carries.

JOHN PETTEY: Now we need a
motion for electric interim approve electric
for 7 percent for 2011, '12, and '13 effective
January the 1st.

LORETTA COLOMBEL: 1'Ill make a
motion at the -- January the 1st of each year
for 2011, '12, and '13, 7 percent electric.
Interim correct?

ROBERT MLAN, SR : s that
across the board?

KATHRYN PETERS. No, no, no.

LORETTA COLOMBEL: It's interim
" msorry.

KATHRYN PETERS. That's an
interimincrease.

LORETTA COLOMBEL: That's interim
because we're waiting on testinony.
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KATHRYN PETERS: Correct. And,
infact, it would be our expectation that you
woul d have reconmendations on rate design and
cost allocations.

MARY GONZALES: |1'Il second that
mot i on.

JOHN PETTEY: Roll call please.

JODY BCEDING  Roll call on the
motion. M ss Col onbel.

LORETTA COLOMBEL: Aye.

JODY BCEDING M ss Conzal es?

MARY GONZALES: Aye.

JODY BCEDING M. Eidson?

TERRY EI DSON:  Aye.

JODY BCEDING M. Alvey?

DAVID ALVEY: Aye.

JODY BCEDING M. Ml an?

ROBERT M LAN, SR : Aye.

JODY BCEDING M. Pettey?

JOHN PETTEY: Aye.

JODY BCEDI NG Motion carries.

KATHRYN PETERS: M. Zakoura or
M. Yarnell, if you have anything el se to put
before the Board this evening, let ne know.

G herwise, | think we'll ask the hearing officer
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to continue the hearing to a date to be
det er m ned.

JAVES ZAKQURA:  Thank you. |
have nothing further

RI CK YARNELL: | do have one
question. It's ny understanding tonight that
you have approved as you called it interimrate
i ncreases for the years 2011, '12 and '13 to
el ectric base revenues and that's 7 percent or
so for those years of base revenues subject to
the design of cost of service?

LORETTA COLOMBEL: Correct.

R CK YARNELL: That does not nean
across the board?

LORETTA COLOMBEL: Correct.

ROBERT M LAN, SR : No, no.
That's cl ear.

TERRY EIDSON:  Thank you.

PH LLI P CARSON: Ladies and
gentlemen, that -- the rate hearing is continued
subject to call to be rescheduled. | think
that's it. Thank you.

DON GRAY: Thank you, M. Carson

PH LLI P CARSON:  You bet.

DON GRAY: Item 18 is board
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comment s.

JOHN PETTEY: M ss Gonzal es?

MARY GONZALES:. | have no
comment s.

JOHN PETTEY: M ss Col onbel ?

LORETTA COLOVBEL: | just want to
thank the staff and the intervenors, M. Zakoura

and M. Yarnell, Black & Veatch. | know
everybody has -- has worked and worked and
worked and | -- and | have to conplinent the
Board. | think we have worked just as hard. So
t hank you all and thank you Board | think we're
-- | am-- | ampleased that we've had a ful

affirmative vote fromthe Board to nove our
utility forward.

JOHN PETTEY: M. Mlan?

ROBERT MLAN, SR: | just want
to thank the Board for their concern and
consideration of the job that's before us. |It's
a tough decision to make. Sonetines not
properly, but that's what we are here to do the
best we can do under the circunstances, and |
appreciate listening to the testinmny so we can
be clear in the direction we're supposed to be
going here. Thank you.
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JOHN PETTEY: M. Al vey?

DAVID ALVEY: Again, | think that
the work that everyone has done we're -- what
we're trying to do and what we will acconplish
is we will rebuild the infrastructure of the
BPU. We will provide reliable power and water.
VW will secure the utility into the future.

JOHN PETTEY: M. Ei dson?

TERRY EIDSON: | have no
coment s.

JOHN PETTEY: | would only say |
agree with what the rest of the board nenmbers
have said and thanks for their tinme spent and
thank you for -- intervenors for their time and
our -- our staff. M. Gay?

DON GRAY: Al so representing
staff | certainly want to thank the Board for
their consideration and also allow ng us to nove
forward. | know these are difficult decisions
for a Board to make in raising rates and we
can't thank you enough for your due diligence.
Al 'so want to thank Ji m Zakoura, his coments
this evening, Rick Yarnell, his comments, and
al so Black & Veatch for being in attendance. Ed
Overcast, we had to ask himto cone in from out
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of town on an energency to get here and he was
happy to do that for us and | can't thank Ed
enough for that. Also want to thank Kathy
Peters again for representing us. | appreciate
it.

Just staff for all the hard work. |
know a [ ot of hours with all the -- the data
requests and all the information that was
requested. It takes a lot of time and effort to
put all that together and | just want to thank
staff for being able to -- to neet the deadlines
and to get the information out. Again thanks
for all your hard work and that's all | have.

JOHN PETTEY: The next itemwe
have an executive session to discuss a | ega
matter not to exceed a half an hour. Entertain
a notion to go into --

LORETTA COLOVBEL: WI I there be
anything --

JOHN PETTEY: No, there will be
no vote after the -- after the session and 20
after.

MARY GONZALES: | nove we go into
executive session not to exceed 30 m nutes.

JOHN PETTEY: It's twenty-five
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That will work?

LORETTA COLOVBEL: Second.
DAVI D ALVEY: Second.

JOHN PETTEY: Al in favor?
(Board responds aye.)

JOHN PETTEY: Opposed?

(No response.

JOHN PETTEY: Motion carried.

(Proceedi ngs concluded at 7:19 PM)
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1 1 (Proceedings commenced at 6:08 PM.)

2 BOARD OF PUBLIC UTILITIESHEARING 2 DON GRAY: Item 7 of the agenda

3 3 continuing of the rate hearing. 1 would call

4  DATE: June 16th, 2010 4 Judge Carson.

5 5 KATHRYN PETERS: With your

6 PLACE: Kansas City Board of Public Utilities 6 permission | would like Judge Carson to step

7 540 Minnesota Avenue 7 over to the table so that he can preside over

8 Kansas City, Kansas 66101 8 therate hearing.

9 9  PHILLIP CARSON: My nameis
10 EXAMINER: Hearing Officer Phillip R. Carson |10 Phillip Carson. I'm the hearing officer for
11 748 Ann Avenue 11 purposes of the Kansas City Board of Public
12 Kansas City, Kansas 66101 12 Utilities 2010 rate hearing. Welast had a-- a
13 13 hearing on the proposed rate increase on May
14  Attorney for BPU 14 4th, 2010. It was left open or continued from
15  Ms. Kathryn P. Peters 15 that time. 1'm going to reopen the -- the rate
16  Kutak Rock, LLP 16 hearing asfar as parties and appearances, are
17 1010 Grand Boulevard 17 there any intervenors or their counsel present?
18  Kansas City, Missouri 64106 18 If so, please stand and state your appearance or
19 19 name.
20  ALSO PRESENT: James P. Zakoura 20 JAMESZAKOURA: Good evening,
21 EdOvercast 21 Judge, James P. Zakoura of the law firm of
22 Rick Yarnell 22 Smithyman and Zakoura and | am counsel for the
23 Mike Gorman (by phone) 23 intervenors, Owens Corning, Griffin Whesl,
24 24 Certain-Teed Products, Water One, General
25 REPORTER: Kimberly R. Greiner, 25 Motors, and KU Medical Center.

Page 2 Page 4

1 1 PHILLIP CARSON: Thank you, sir.

2 COMMENTS: PAGE: 2 Any other intervenors or their attorneys

3 KATHRYN PETERS 4 3 present? Sir?

4 ED OVERCAST 13 4  RICK YARNELL: Rick Yarnell, 2424

5 CRAIG BROWN 21 5 Nebraska Court.

6 LORI AUSTIN 23 6 PHILLIP CARSON: All right.

7 JAMES ZAKOURA 25 7 Thank you, Mr. Yarnell.

8 RICK YARNELL 41 8 And, Miss Peters, you're here on behal f

9 9 of the Board of Public Utilitiesand |
10 MOTIONS: 10 understand that you have a presentation or a
11 MOTION 45 11 statement you'd like to make.
12 ROLL CALL 52 12 KATHRYN PETERS: That -- that's
13 MOTION 53 13 correct, Mr. Carson, and | would like to
14 ROLL CALL 53 14 identify afew people in the audience, take this
15 MOTION 54 15 opportunity. We have three of our engineering
16 ROLL CALL 54 16 consulting firm experts with us this evening.
17 MOTION 55 17 Craig Brownis here and Ed Overcast is here.
18 ROLL CALL 57 18 I'm not sureif Bob -- and Bob Grady is here and
19 MOTION 58 19 | believe that they have been previously sworn
20 ROLL CALL 59 20 and may make statements this evening as well.
21 21 PHILLIP CARSON: That will be
22 22 fine. Please consider yourselves as still under
23 23 oath.
24 24  KATHRYN PETERS: Ladies and
25 25 gentlemen of the Board, members of the audience,
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1 and, Mr. Carson, | would like to summarize what 1 your consideration. And | believe that we have
2 has happened since the rate hearing was 2 -- have basically reached agreement on the
3 continued on May 4th. The BPU hasreceived a 3 structuring of the ESC and substantial agreement
4 number of data requests on behalf of the 4 onthe ERC. There are some matters which we
5 industrial group, which it has responded to. It 5 will continue to tweak, but basically the
6 has provided evidence to the -- to the 6 approach asto both riders | think have been
7 industrial group about its revenue regquirements. 7 agreed to.
8 It -- the staff has also taken alook at the 8 Thecost of service study and the rate
9 underlying assumptionsin the cost of service 9 design and cost allocation have not yet been
10 studies, both the water and the € ectric cost of 10 fully flushed out. We, as| said, have spent a
11 service studies, and has basically agreed with 11 great deal of time talking about revenue
12 all of those assumptions. 12 requirements, the ERC and the ESC, and have not
13 The BPU staff has asked its engineering 13 yet begun serious consideration of rate design
14 consultants to examine afew factsin the -- in 14 and cost allocation. There's been one rate
15 the assumptions and the cost of service studies 15 design matter that has been discussed and that
16 astothetiming of certain expenditures and the 16 hasto do with the AMR, AMI project. Asyou
17 amount of certain expenditures, and some of 17 know, a substantial amount of that project
18 those expenditures have moved from a current 18 includestheinstallation of smart metering and
19 timeframe to either afew months or in some 19 the engineering consultants have indicated that
20 casesto ayear later. 20 it would be appropriate to take the meter costs
21 Examples of these include that some of 21 and assign those directly to the customer
22 the assumptions on the number of filled 22 classes.
23 vacancies at this point in time have not been 23 Inother words, that instead of
24 completely satisfied. There are afewer 24 gpreading a meter cost across the board, the
25 employeesin 2010 than the cost of service study 25 cost of residential meters would be assighed to
Page 6 Page 8
1 assumed. There have been assumptions asto 1 theresidential class, weighted cost of
2 certain O& M expenses and some of those current 2 industrial meters would be assigned to the
3 expenses are slightly lower than the assumptions 3 industrial class and the like. And that's
4 set forth in the cost of service study. There 4 the -- that isa dlight modification in the cost
5 has been amajor capita project, which in the 5 allocation methods set forth in the cost of
6 €electric supply area has -- by the manager of 6 service study.
7 the electric supply has -- has moved one year 7 Atthispoint, as others will tell you,
8 later and that'sthe CT5. So some of the major 8 we are -- we believe that we are in agreement
9 cost driversin the early years have moved 9 concerning the July 1, 2010 rate increase that
10 dlightly and or been reduced dlightly into later 10 that should be a7 percent increase. We are not
11 years. 11 in agreement concerning the amount of an
12 Wehave spent most of our time talking 12 increased to commence January 1, 2011. The
13 with the -- with the industrial customer group 13 industrial group believes that asmaller
14 about these revenue requirements and have, | 14 increase than set forth in the cost of service
15 believe, been satisfied with the -- with the 15 setting would be warranted.
16 materia that we've provided them. We've also 16  Thestaff had looked at some of these
17 discussed the two major riders which were 17 shifting of costs out of the 2011 time period to
18 noticed up, and one of them has some dlight 18 see whether or not staff could reasonably
19 modifications to the ERC. We've discussed the 19 recommend alower increase than 7 percent in
20 BPU's position on some of the ERC recovery 20 2011, and staff had examined thiswith its
21 matters and have fully explored pending trends 21 engineering consultants and felt that if -- if
22 that may affect the ERC. 22 appropriate, the staff could recommend an
23 And, finaly, we've talked about the 23 increase of up to -- of 5 percent in 2011 on the
24 environmental surcharge or ESC Rider, whichwas |24 electric side.
25 one of the riders which we have recommended for 25  The 2012 and '13 revenue expenses have
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1 not yet been fully flushed out, but the reason 1 we're comfortable that any cash expenditures
2 that the staff felt it could recommend no less 2 would haveto be tied to major projects that had
3 than a5 percent increasein 2011 was that if 3 been substantially funded with -- with bonds.
4 you look at project -- now projected 4 Using the low NOx burner as an example,
5 expendituresin 2012 and '13, we would not have 5 we have $40 million alocated for the low NOx
6 lower than the days cash on hand at the end of 6 burner project. Expected to recovered it all
7 the study period and lower than the target debt 7 through bonds. But suppose that you had change
8 service coverageratio at the end of the study 8 orderstoward the end of that that might have
9 period. 9 another million or two. Wethink it's
10 Asfar asthe water side goes, the 10 appropriate that, you know, that million or two
11 staff and the -- and the industrial customers 11 would be recovered the same way through the ESC.
12 werein basic agreement that the 2010 revenue 12 And we also agreed with the industrial group
13 increase of 8 percent January 1 was appropriate. 13 that thisis such a substantial imposition of a
14 Theindustria group had asked the staff whether 14 rider that we would be hap -- we would be
15 they could recommend for settlement purposes a 15 comfortable evaluating that the way that we've
16 7 percent increasein 2011 on the water side and 16 donetherate stabilization rider. That isthat
17 the staff looked at some -- again, some of the 17 we have to give advance notice of any
18 coststhat shifted out of 2011 and these 18 application of the ESC and have a group have the
19 matrices and determined that the staff could for 19 opportunity to take alook at that beforeit's
20 settlement purposes recommend a 7 percent 20 imposed.
21 increase. We have not, as| said, reached 21 But certainly what we're doing now
22 agreement with the industrial group for -- for 22 through this rate process on the low NOx burner
23 dectricin--in2011. We aso discussed, as| 23 project, taking that to the Board, and we said,
24 mentioned, the billing of the meters, that that 24 well, that's what we're doing with the rate
25 would be done -- that could be done, as our 25 stabilization rider. Andimposing arider for a
Page 10 Page 12
1 engineering consultants have advised us, could 1 major environmental project seems like having
2 bedone on the basis of adirect cost 2 that kind of transparency would be consistent
3 assignment. 3 with what the Board has donein the past. The
4 Wehad discussed several matters 4 environmental group -- the environmental
5 relating to the ERC, and after review would 5 projects that we now know of of course are just
6 agreethat the existing $2.6 million, a known 6 thelow NOx burner, but thiswill give plenty of
7 capacity cost based on our firm long-term supply 7 time for everyone's planning purposes for the
8 contracts, could remain in the ERC asit 8 implementation of thisrider.
9 presently isinstead of -- sorry -- could remain 9  One of the things that the -- that the
10 in baseratesasit presently isinstead of 10 industrial group requested is the opportunity to
11 removing to the ERC. | think that, as| say, 11 address the Board to make a presentation on a
12 there are some additional discussions about 12 couple of things. One of thoseis revenue
13 future ERC firm capacity matters but we are 13 requirements. Asl said, theindustrial group
14 continuing those discussions and we feel that 14 feelsthat the revenue requirement for 2011 is
15 those are going well. 15 not as great as the BPU staff does. And the
16  Onthe environmental surcharge, the 16 second oneisthat the industrial group, as|
17 staff had always felt that this should be 17 indicated, wantsto address the Board on cost
18 limited to major capital projects, major capital 18 allocation and rate design matters and they
19 environmental projects that were not otherwise 19 indicate that they have a strong opinion on
20 recovered through the base rates. And the 20 that.
21 staff's original thought on the ESC was that 21 And Mr. Zakourais here this evening
22 that should be projects that were bond financed. 22 and I'm sure that he will want to take the
23 We had included in the ESC language that would 23 opportunity to talk to the Board about this.
24 alow certain cash financed projects. After 24 What | would suggest at this time though is that
25 discussing this with the environmental group, 25 we ask Ed Overcast with Black & Veatchto
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1 address you further on some of these matters, 1 Soweareset agoal and we're not --

2 and then ask Lori Austin to address you further 2 we're not just looking at today. We're looking

3 on some of these matters. Then wed like to 3 today and at the end of this five-year period we

4 give Mr. Zakoura the chance to address you and 4 want to reach those goals. So we're moving a

5 Mr. Yarndll, if he wishesto, the chance to 5 little bit each year and we said, What kind of

6 addressyou aswell. 6 rate increase do you need each year over this

7 If you have any questions for me, I'd 7 period for four periodsto get to those goals at

8 answer them now or perhapslet Mr. Overcast and 8 theend of fifth year?

9 Miss Austin kind of flush out this summary that 9  As-- aspart of our discussion with
10 I'vegivenyou. So I'd ask Ed Overcast to 10 theindustrial customer group, we have taken
11 addressthe Board and. 11 additional information -- let -- let me back up
12 Again, Mr. Carson, he was previously 12 and tell you that this plan is predicated on
13 under oath. 13 information provided to us by the BPU staff that
14  PHILLIP CARSON: That's correct. 14 runsthrough November of 2009. So that's the
15 ED OVERCAST: Good evening. I'm 15 datathat the forecast is based on, okay.
16 Ed Overcast. I'm adirector with Black & 16  We have used additional information and
17 Veatch. 17 thisis-- thisis common in rate cases where
18 KATHRYN PETERS: | apologize. 18 you update your information for things that you
19 I'm going to say one other thing. | -- 1 do 19 know have happened, and we've looked at
20 apologize. When | was doing my introductions | 20 additional datathat goes from December of 2009
21 looked at the phone and forgot to mention that 21 up through about the end of May 6 of thisyear.
22 Mike Gorman with Brubaker and Associatesis 22 S0 -- so we have a picture of some things that
23 attending the board meeting by phone. 23 have changed over that time period. And asa
24 Mike, are you there? 24 result of those changes, and we -- we have
25 MIKE GORMAN: Yes, | am. Good 25 updated our forecast and we've said that we

Page 14 Page 16

1 evening. 1 could meet the goal in 2011 that we had set as

2 KATHRYN PETERS: Thank you. 2 part of getting to the end goal in 2014 with a

3 ED OVERCAST: Asl said, I'ma 3 5 percent rateincrease, at -- at least that, at

4 director with Enterprise Management Solutions, 4 least 5 percent.

5 the consulting division of Black & Veatch, and | 5 Andit'svery important that we -- that

6 have filed testimony in support of the cost of 6 we agree on 2012 and '13 as well so that we

7 service studies and rate design proposals that 7 actually reach that goal. Because anything we

8 we have made to the Board on behalf of the BPU 8 take out in the early years, we can't get more

9 staff. Andwhat | want to do tonight istalk 9 than 7 percent in the later years. So if we
10 just alittle bit about the rate planning 10 take out too much we wouldn't reach the goal.
11 process and to give you some -- some things that 11 But we were unable to reach an agreement on this
12 wethink are important as part of the overall 12 5 percent amount. Theindustrial customersfelt
13 process. 13 that alower number was possible.
14  And it'simportant to understand that 14  Inaddition to this detailed discussion
15 this BPU rate plan is not driven by the cost and 15 and -- and we -- we've spent alot of time
16 revenuesin any singleyear. Infact, thisrate 16 discussing theseissues and -- and exchanging
17 planisbased on afive-year forecast and that 17 information with the industrial customers
18 five-year forecast isaseries of four 7 percent 18 related to the revenue requirements, we've
19 increases designed to meet the financial targets 19 discussed changes related to the ERC Rider and
20 of 60 days of operating cash and a debt service 20 the new ESC Rider.
21 coverage of 1.6 times. Now these goals 21 And| think Kathy described it pretty
22 represent what's really the minimum financia 22 well. We're -- we're hopeful of being ableto
23 requirements for maintaining your current 23 reach agreement on both of these riders. We're
24 favorable bond rating and they also represent 24 further along on the ESC than we are on the ERC
25 your Board financial policy requirements. 25 inmy view and -- but, nevertheless, we are --
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1 we arereasonably certain that we canreach a 1 DAVID ALVEY: Okay. And yet when
2 conclusion that's acceptabl e to everybody on 2 | -- and when | listen to those things, what |
3 those two riders and those two riders are 3 understand is that vacant positions have not
4 important. 4 been filled because of a serious cash flow
5 The ESC Rider isimportant because 5 problem, cash reserves on hand.
6 that's where the money's going to come from to 6  Secondly, lower operations and
7 pay for the bond issues associated with 7 maintenance budget is not because the -- the
8 environmental costs. And if you can show that 8 base cost had been reduced but because we simply
9 you've got a source of revenue, it makesit 9 are not making expenditures, again, because of
10 easier to get -- to get the bond issue. And the 10 thelack of revenuesto fund these projects and
11 ERC Rider isimportant because the cost of fuel 11 carry these projectsto completion.
12 and purchase power isthe largest single O& M 12 And that third the assumption that we
13 iteminyour -- in your budget. 13 do not need CT5 for another year could be --
14 Now, during this time discussions 14 could be accurate; could not be accurate based
15 related to cost of service and rate design have 15 upon the weather and based upon if we delay
16 been deferred. We -- we have really not talked 16 necessary improvements to the coal plants, the
17 about those at al. There's been no substantive 17 -- the coal generators and other maintenance
18 discussion on rate design and cost of service at 18 issues at the plantsthat, in fact, if we delay
19 thispoint. In addition, there's been no 19 CT5 an additional year, we might, in fact, put
20 substantive discussion related to the revenue 20 ourselvesin aworse financial position and not
21 requirementsfor 2012 and '13. But we continue 21 if -- if we went with a5 percent, not have the
22 to believe that 7 percent per year isrequired 22 revenuesin emergency funds to handle those
23 inthoselate -- later yearsto meet the 23 problems and would have to go out on an
24 financial goa of having 60 days of cash 24 emergency basisto get a bond issued whichis
25 reserves and meeting the 1.6 times bond coverage 25 apparently pretty hard to do.
Page 18 Page 20
1 rate. 1 ED OVERCAST: | think it'sfair
2 Now, if you have any questions for me, 2 to say that, you know, there's -- there'salot
3 1'd be happy to answer them. 3 of uncertainty in any forecast. From my
4 DAVID ALVEY: | do have acouple 4 perspective this was the minimum forecast that
5 questions. Some -- when Kathy was giving her 5 we could possibly live with.
6 summary, she mentioned that part of the 6 DAVIDALVEY:Andso--
7 abjection from the intervenors was based upon 7 ED OVERCAST: And you're
8 thefact that we have not filled vacant 8 absolutely right if --
9 positions that had been allocated for the 9 DAVID ALVEY: Sowe're arguing
10 current period. Isthat correct? 10 about what the minimum is?
11 ED OVERCAST: That's correct. 11 ED OVERCAST: At -- at this point
12 DAVID ALVEY: Okay. Secondly, 12 | think thisisthe minimum that we -- that we
13 that when the intervenorslook at the 13 could find acceptable, the 5 percent.
14 financials, the BPU financials, they find lower 14 DAVID ALVEY: And--andI'm
15 operation -- operations and maintenance 15 going to push that alittle bit further. That's
16 expenditures than had been projected. 16 the minimum and when we target for the minimum,
17  ED OVERCAST: That's correct as 17 sometimes well hit the minimum; sometimes we
18 well. 18 won't hit the minimum. We'll be below the
19  DAVID ALVEY: And then third they 19 minimum. Sometimeswe'll go over it. Whereas
20 had -- and we had said that we could delay 20 if you go for the -- the safety and the
21 ingallation of CT5 for perhaps ayear. Was 21 reliability, you shoot for the reliability and
22 that correct? 22 if we wereto accept the 5 percent, we would not
23 ED OVERCAST: That's -- that's 23 be -- would even below -- be below our minimum.
24 one of the assumptionsin the -- in the process, 24 Perhaps --
25 Yes. 25 ED OVERCAST: | think what you're

Metropolitan Court Reporters, Inc.

913-317-8800 (5) Page 17 - Page 20

www. M etropolitanReporters.com





BOARD OF PUBLIC UTILITIESVvs.

RATE HEARING
June 16, 2010

Page 21

Page 23

1 askingis, isthe forecast really the mean of 1 delayed hiring, and that what we'rereally
2 what you would expect in the future. And | 2 trying to do isrestore to the utility to its
3 think my answer to that would be there's -- 3 optimal functioning and their argument is that
4 there's probably more risk that you would be 4 we don't need to do that? Isthat your sense?
5 under what we forecast than thereis risk that 5 Am| --
6 wewould be over. That would be my opinion. 6 ROBERT MILAN, SR.: Mr. Alvey,
7 DAVID ALVEY: Okay. And so what 7 with all due respect, please let the intervenors
8 | understand then is the intervenors will be 8 explain to this Board what their positions are.
9 trying to proveto usthat our minimum is not 9 At thispoint you're -- you're giving me
10 accurate? 10 information that I'm not familiar with. And
11 ED OVERCAST: That's correct. 11 until | understand what their positions are,
12 DAVID ALVEY: Okay. 12 then| am going to listen to their point.
13 MARY GONZALES: Could | ask a 13 DAVID ALVEY: Fair enough.
14 question on that number, the attrition number, 14  PHILLIP CARSON: Any other
15 wasthat a significant number? 15 questionsfor Mr. Overcast? Thank you.
16  PHILLIP CARSON: What's your 16  LORI AUSTIN: From the BPU staff
17 name, please? 17 side we have put together afour-year plan --
18  CRAIG BROWN: Craig Brown with 18  PHILLIP CARSON: Would you state
19 Black & Veatch. | was previously swornin. 19 your name?
20  PHILLIP CARSON: All right. 20 LORI AUSTIN: I'm sorry. Lori
21 Thank you. 21 Austin.
22 KATHRYN PETERS: Hewas aso 22 PHILLIP CARSON: Thank you,
23 under oath. 23 MissAustin.
24 PHILLIP CARSON: | remember. 24  LORI AUSTIN: We have put
25 CRAIG BROWN: | believe the -- 25 together afour-year plan in order to meet the
Page 22 Page 24
1 thelabor attrition amounted to because in the 1 financial goals of the utility. We feel that
2 forecast we'd actually projected to slowly 2 it'simportant that this plan and -- and even
3 increase it about 25 percent per year back to 3 thisinterim agreement of the first two years
4 the 2009 budgeted numbers of about 680 4 demonstrates that we have a plan and to look out
5 employees. | think the baseline we're working 5 intheyearsfor future planning. We need to
6 from at that point was about 610 to 620. | 6 demonstrate -- and if we're to issue bonds, we
7 believe the current -- to-date currently there's 7 need to demonstrate to the credit rating
8 about 599 employees. So | think the dollar 8 agenciesthat there is commitment to our
9 impact by accepting the 2010 was about 9 financial stability and to meet our goals over
10 1.7 million we were able to reduce, and | think 10 the-- the study period of the 1.6 and the
11 our projection for 2011 was 620 employees and | 11 60 days of cash.
12 think that reduced what we had projected by 12 So we have worked with the customer
13 about $909,000. 13 group. We've reviewed multiple proposals from
14 DAVID ALVEY: Okay. That -- and 14 them in order to reach areasonable compromise,
15 1'm going to go back to this point and -- and 15 one that in which we can still meet our
16 kind of see where this comes from where it seems 16 financial goals. We've offered to continue our
17 tobegoing. It -- it seemsto me that the -- 17 discussions with them on the revenue
18 some of the objections, some of the major 18 requirements, the cost of service, and the --
19 objections of the intervenors, the industrial 19 and the rate design and -- and bring this back
20 group, arethat, well, thisiswhat you've been 20 beforethe Board in the Fall, 2010.
21 operating with under these circumstances but 21 Sowewill continue to work with them.
22 these circumstances that we've been operating 22 We have received multiple data requests from
23 at -- under for the last two years have 23 them. We've had completed those data requests.
24 certainly not been optimal in terms of revenues, 24 So we have provided alot of information based
25 delayed capital projects, delayed maintenance, 25 on their questions and we'll continue to work it
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1 to addresstheir issues. Thank you. 1 Soasastarting point | would say that
2 PHILLIP CARSON: Thank you. 2 we have not raised any issue with salaries,
3 Mr. Zakoura. 3 amount of salaries, amount of employees. We
4  JAMESZAKOURA: Thank you. I'd 4 did, as| believe Mr. Overcast said, we -- we
5 first liketo state that | want to thank the 5 looked at that. We looked at a history really
6 BPU, their counsdl, their staff. They've been 6 of where the employee count was of the utility
7 very responsive to the requests that we've -- 7 from, oh, an extended period of timeredly,
8 we've put forward. | would thank Mr. Gray 8 from several years past to -- to looking out to
9 personaly that he has made the staff available. 9 the future asto what it would be.
10 TheBlack & Veatch people have been very 10  Theother thing that | would say to you
11 responsible. Sowe're in the process of 11 is, it'sadifficult time for employeesin
12 gathering information, but what | would like to 12 capital, but it'saso adifficult timeto try
13 takealittle bit of timewith if | could for 13 to forecast how much power you're going to sell.
14 the Board iskind of tell you where we are, how 14 | mean, you know, how many units you're going to
15 we got here, how thisis maybe alittle bit of 15 spread whatever cost is that you ultimately
16 anunusual situation. 16 approve across what number of units. Y ou've got
17 And thefirst thing | would like to say 17 alot of things going on at once. Last year we
18 tothe Board is, you have areally difficult job 18 had a historically cool summer. Twenty-
19 and | recognize that'sthe case. You're 19 seven percent lower degree days than the typical
20 balancing a situation where you're balancing 20 year. Add to that the fact that we have an
21 reliability and safety and planning for the 21 economic recession, it was also ongoing and deep
22 futurein asituation where many in the 22 seated and that affected the amount of -- of
23 community are having difficult economic times, 23 unitsthat utility sold. So not only are you
24 that would go for individual residences, people 24 trying to calculate the amount of revenue
25 who haveretired, people in small businesses, 25 needed, but how many units that's going to be
Page 26 Page 28
1 peopleinlarge businesses. For the most part 1 spread across.
2 the current economic recession has not missed 2 But before we get to -- before we get
3 many people. So alot of people arein the 3 totheindividual points, let metalk alittle
4 same -- same place. So | am certainly 4 bit about the processand | -- I'm acquainted
5 appreciative of your work and attention in those 5 with most of the people here. I've beenin this
6 balancing itemsthat you haveto at all times 6 business across Kansas and Missouri and Oklahoma
7 takealook at. And inresponse -- in response 7 for more than 25 years and the typical way you
8 to -- how do you say your last name, sir? 8 look at these situationsisyou try to look at a
9 DAVID ALVEY: Alvey. 9 test year, which is a 12-year period immediately
10 JAMESZAKOURA: Mr. Alvey. 10 preceding when the rate caseis going to be and
11 Pardon me, | didn't know how to say your last 11 you look at those set of costs and then you
12 name. Inresponse to the questions that you 12 adjust those forward for anything that you might
13 asked, which | thought were all excellent 13 call would be known and measurable changes.
14 questions, that isin fact what -- what we're 14 What you're -- what you're going to do in the
15 tryingto do aswell, all of ustogether. What 15 future that might cost money.
16 we started out to do was to say, How can we 16  Andthetypical casein Kansas and
17 approach these cases where there is arate 17 Missouri -- let me give you kind of away that
18 increase and provide for necessary revenues to 18 this has been looked at by the legislaturesin
19 the utility, at the same time look out for the 19 Kansas and Missouri. For those utilities that
20 customersthat -- that we hit that proper 20 areregulated by the Kansas Corporation
21 balance that is enough but not too much? And | 21 Commission, they usually give us 240 daysto do
22 think that's what the Black & Veatch people were 22 that, that study, which is eight months
23 gpeaking to and Miss Austin and -- and also 23 basicaly. In Missouri it'salittle longer
24 Miss Peters, that's -- that's the kind of 24 thanthat. In Missouri they usually take about
25 balance that we're al looking at. 25 -- | looked at the last couple of cases, Aquila
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1 and Kansas City Power and Light, and they 1 decide which they think is-- is best suited to
2 typically run from one year one month to one 2 this particular utility and -- but we're
3 year three months. So we're looking at a block 3 approaching that matter hopefully on a
4 of timefor consideration by really boards like 4 thoughtful basis.
5 youto look at these issues of about eight 5  Now, let me speak to, if we could, a
6 monthsto let's call it 14 months. That's the 6 little bit of what Miss Peters and Miss Austin
7 normal way you look at that. 7 spoketo and that'sinitial rate revenue
8 Thiscaseisalittle bit different in 8 increases and rate increases. Basically the --
9 that, as correctly summarized by Mr. Overcast, 9 the staff of the BPU has made the case that
10 the-- what we're looking at is ablock of time 10 there needsto be an immediate rate increase of
11 moving forward aswell as ablock of timein the 11 -- of asthey said 7 percent on the electric
12 past, the so-called test year. He'strying to 12 side.
13 estimate what the next four or five years look 13 And although we may not necessarily
14 likefor the utility in terms of what their 14 agree when the timing of that will come into
15 employee needs are, what their capital heeds 15 place, whether it be 2010 or whether it be some
16 are, what their bonded indebtedness that Kathy 16 later period of time, we did agree to that
17 -- excuse me -- Miss Peters spoke to, and so 17 because what we wanted to do was to, Okay, let's
18 it'samoving target going forward as well. 18 havethetimeto really look at thisin abit
19  The other thingsthat | wanted to speak 19 more detail as we go forward. Because when you
20 toyou alittle bit about and this was also 20 look at the entirety of the rate increases that
21 discussed somewhat by Miss Petersisthe class 21 are being proposed here, they are scheduled to
22 cost of service and rate design studies. And 22 comein over about afour-year period and they
23 let megiveyou just the very simple 23 comeininroughly equal increments on ayearly
24 understanding of -- or as | understand it to be 24 basis.
25 very simple statement of that. Class cost of 25 Sotheideawas, Okay, we're all people
Page 30 Page 32
1 service and rate design basically try to do cost 1 of good faith. We're moving forward looking at
2 assignment to the people who cause the expense. 2 thisin anintelligent manner. Let's get
3 It's matching expense and cause -- cause of that 3 started on the process. We aways have these --
4 expense together. 4 these periods to address, you know, for the
5  Thatisnot an exact science. Inthis 5 Board actually in the end to address whether
6 case Black & Veatch has presented one to the 6 we'reright or wrong as we go forward but we
7 Board. In the casethat I'm currently handling 7 need to take thisfirst step together. So that
8 for agroup of industrial customersinvolving 8 ispart of what we've done here.
9 Kansas City Power and Light on the Kansas side, 9  Weredlize we haven't completed the
10 there are four cost of service studiesfound in 10 work but what we think we need to do istake a
11 that case. There'sone by the staff of the 11 first step to -- to then get that behind us and
12 Kansas Corporation Commission, one sponsored by |12 tolook at the rate design, to look at the
13 the utility, one sponsored by the Citizens 13 revenues needed in the future years on amore
14 Utility Ratepayer Board, and afourth sponsored 14 thorough basis and a-- amore -- in my opinion
15 by theindustrialists. So there are multiple 15 alittle more business-like basis. We've
16 ways of looking at that issue by intelligent 16 basically been working together pretty much
17 people who work in the field. 17 every day for the last two months trying to
18  Sotherein comes somewhat of the 18 figuretheseitemsout. So that's the idea of
19 difference between what we have had and whenwe |19 thefirst initial rate increase, the 7 percent
20 looked at that cost assignment and cost in 20 Ms. Peters spoke to.
21 incurrence and were to place those, and we have 21 Then the next piece and what we had
22 agreed though to go forward and look at that 22 talked about is getting these items, concluding
23 carefully. We've talked about everything from 23 them, bringing them to the Board no later than
24 getting another independent study to us 24 the end of September | believe. And the reason
25 presenting our own study, letting the Board 25 that that was done in that fashion was that we
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1 were trying to be on a budget, schedule that 1 a-- adetermination -- | believe their meeting
2 fits-- excuse me -- we were trying to beon a 2 isscheduled for October 6th as| recall -- to
3 presentation schedule that fitted the way you 3 -- to speak to those out years at -- at that
4 budget here at the utility. 4 pointintime.
5  Sotheideawas that we would continue 5  Asfar asthe environmental rider and
6 our work with the permission of the Board and 6 asfar asthe energy cost adjustment that Black
7 that we would either agree to a-- aresolution 7 & Veatch spoke to, | would say that, yes, we're
8 to present to the Board on a several year basis 8 -- | would second what the gentlemen said in
9 that goes out as scheduled through that 9 that regard. We'revery closeand | -- | don't
10 2012-2013 period, or we have a day where we can 10 think we have any particular material
11 talk directly to the Board and present the case 11 differencesto those -- those issues and they --
12 tothe Board at least on a couple of points for 12 areimportant issues.
13 the Board to hear directly from our people. 13 Number one, the environmental issue
14  Now, if | cantak alittle bit if you 14 needsto have a stream of income because you're
15 don't mind if | could step over to the water 15 making a-- an investment, a dedicated
16 side. We do have an agreement on the water side 16 investment to the low NOXx burners| believe that
17 for 2010 and 2011. So those -- those items also 17 you'retalking about. That's not particular
18 have -- have agood start alittle further along 18 just to thisutility. That's helping al over.
19 inthat regard. Thewater isactually alittle 19 So I'm familiar with that issue and that issue
20 easier to deal with. There aren't -- there 20 has been handled in that fashion.
21 aren't as many expenseitems. The-- the 21 The-- the energy cost adjustment also
22 scheduling of those expenseitemsis -- has more 22 isimportant and | think we're pretty close on
23 visihility toiit. 23 that, too, what's that's to do iswe've tried to
24  Sothatis-- that iswherewe are. We 24 put -- put afence post around those areas where
25 start from the point that certainly the-- it is 25 we understand the predictable expenses and then
Page 34 Page 36
1 theresponsibility of -- of this Board to 1 you know what, we all know being in this
2 operate the utility in amanner that it can 2 business that there's some unpredictable
3 operate and provide safe and reliable service. 3 expenses that occur and those are typically in
4 Everyone agrees with that and you have a history 4 the-- in thefuel, either the purchase power
5 of being able to do that which runs decades and, 5 cost or -- or something of that nature. Maybe
6 frankly, more than probably a hundred year years 6 you're doing some work at one of the facilities
7 at thispointintime. 7 and you're buying more or less purchase power on
8  The-- but what weretryingtodois 8 thegrid.
9 hit that balance and really the balancein -- in 9  There€sgoing to be some variation with
10 speaking to the Board members question is, okay, 10 that and -- and basically the economic cost
11 if you can reasonably and with reliability look 11 adjustment is a matter in which those variations
12 at some of those items and schedule themin a 12 that come up which are unpredictable can be
13 manner that may be alittle easier for people to 13 handled. Again, that particular mechanism for
14 handle ayear from now or two years from now as 14 recovering those costs are common in the utility
15 hopefully the economy comes back and that 15 business both in the Midwest and al over the
16 there's abit more cash available to address on 16 United States.
17 these issuesthan had been in the past, we're 17  Soinsummary, | would say to you that
18 hoping that time will be on our side as we move 18 while we may not have worked as quickly asthe
19 forward and address some of those items. 19 Board would like us to work or hope that we
20  What we havetried to do aswell as -- 20 work, we are working diligently. What | would
21 asthat isto address the issues on an immediate 21 say toyou is, we are not outside the timeframe
22 basis, the two years on the water as| said, the 22 for thiskind of decision that you would
23 initia year on the electric service with the 23 normally see throughout the Midwest, that eight
24 commitment to come back to the Board no later 24 monthsto 13-month bracket that we talked about
25 than the end of September for the Board to make 25 when we looked at that. And then | think |
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1 would ask the Board to give us some 1 industrial group and by the BPU to meet the goal
2 consideration because thisis one of the most 2 of being done by the end of September.
3 complex casesthat |'ve been involved with and 3 JAMESZAKOURA: Thank you. |
4 the complexity of it relatesto the fact that 4 misunderstood the question. If what you and
5 we'retrying to forecast the future as to what 5 Mr. Alvey are saying is should -- should we have
6 the needs of the utility are; what the -- what 6 a-- should we have a documentation or have
7 theinterest ratesin the bond market are; how 7 evidence presented to you in August, the answer
8 much energy you'll likely be selling in the 8 is, yes, we can certainly do that with -- with
9 future. 9 preparing for the Board to make adecision in
10  All of those things are not easy things 10 September.
11 to do but we have alot of good people looking 11  LORETTA COLOMBEL: Thank you.
12 at that and we are committed to working diligent 12 JAMESZAKOURA: Okay. Or
13 and to bring the Board back a resolution to the 13 whatever reasonable schedule but --
14 remaining years either by agreement, which the 14  JOHN PETTEY: We were looking at
15 Board would thoughtfully consider at that time 15 August the 16th, which would be two months from
16 or simply a presentation of evidence and the 16 now, and then and they come back by September
17 Board would therein decide -- discharge their 17 the 30th.
18 responsibility by making a decision. 18 JAMESZAKOURA: | -- subject to
19 Sol -- I'msorry | droned on too long. 19 checking with clients, | would say that August
20 | appreciate the courtesy of being here. Again, 20 16 would be a schedule we can meet, sir.
21 | thank Mr. Gray and his staff for the work 21 KATHRYN PETERS: And,
22 they've done and Black & Veatch for the work 22 Mr. Zakoura, the staff then thought that if they
23 that they've done. | think we have much work to 23 had an additional three weeks to respond or
24 do and | think with the Board's permission we'll 24 September 7th, the day after Labor Day, they
25 be back with greater visibility in just a short 25 would have al of the evidence in front of the
Page 38 Page 40
1 period of time. Thank you. 1 Board by mid-September.
2 DAVID ALVEY: Mr. Zakoura, you -- 2 JAMES ZAKOURA: That -- that
3 you would anticipate when you would ask for a 3 seemsto me certainly to be very areasonable --
4 presentation to the Board? 4 seemsto be a very reasonable schedule which we
5 JAMES ZAKOURA: When | spoke with 5 can certainly meet. Thank you. And | think
6 the professional staff at the utility, they -- 6 scheduling it out that way is a good way of
7 they informed me of the budgeting process that 7 approaching it.
8 you do and it hasto be and | think to meet your 8 MARY GONZALES: Wdll, | mean,
9 criteriano later than say mid-September. Am | 9 | -- 1 would just like to have some assurance
10 right, Miss Peters, that that's kind of -- 10 that we are going to meet those deadlines
11 ROBERT MILAN, SR.: That's about 11 becausel -- | feel, and no disrespect intended,
12 thetimeframe. 12 that, you know, we should have maybe engaged a
13 LORETTA COLOMBEL: | thought 13 little bit earlier. | know were not KCP and |
14 August was the timeframe we were looking at like |14 know that's -- you know but | -- I've sort of
15 the middle -- middle of August. 15 been waiting on hearings, some sort of written
16 KATHRYN PETERS: | think what, 16 testimony which | thought I understood on the
17 Mr. Zakoura, one of the things the Board asked 17 May 4th meeting that we were going to have from
18 usfor, what kinds of timeframes do they have to 18 theintervenors. Sol -- so | would like to
19 giveto you and to usto have the case fully 19 have assurance that we will meet those
20 together so that al of the evidence will bein 20 deadlines.
21 front of them by mid-September so that when we 21 JAMESZAKOURA: Certainly | will
22 come to them by the end of September they'll 22 provide that assurance to you at thistime.
23 have achance to review things before they have 23 Thank you.
24 the presentation. And we've given them some 24 LORETTA COLOMBEL: Thank you.
25 time suggestions on filing of evidence by the 25 JAMESZAKOURA: And -- and the
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1 criticism | accept as being just. Thank you. 1 isthat the cost of service studies, avery good
2 ROBERT MILAN, SR.: Thank you. 2 onel might say, pointed out that the small and
3 PHILLIP CARSON: Any other 3 medium-size businesses have been paying more
4 guestionsfor Mr. Zakoura? Thank you. 4 than their cost of service for quite afew
5  Mr. Yarnell, do you have a statement 5 years. Theresidential and the large power
6 you would like to make? 6 sources of which Mr. Zakourais representing a
7 RICK YARNELL: Rick Yarnell. 7 few of those customers tonight have not been
8 Good evening, ladies and gentlemen. | do have 8 paying their cost of service.
9 some things | would like to address to the 9  And when you are going to consider a
10 specificsfor the recommendations of the 10 7 percent across the board rate increaseto all
11 professional staff and Black & Veatch have made. 11 classes, then you are putting a 7 percent rate
12 Onething, concerning the industrial -- I'm 12 increase to those classes, the small and medium-
13 sorry -- the energy rate component rider. The 13 size businessesthat are struggling, to those
14 agreement to keep the $2.6 million cost afirm 14 that have already been paying more than their
15 capacity in the base rates rather than moving it 15 cost of service. And asyou go forward and
16 tothe ERC is something that iswise. Also the 16 think about this, you might consider whether or
17 implementation of the environmental surchargeis 17 not that would be awise choice. And thank you
18 alsovery wise. Asyou al know, we are going 18 for your time.
19 to have many, many costs of environmental 19  PHILLIP CARSON: At this point
20 concerns going to be facing usin the future and 20 arethere any Board members that would liketo
21 | do believe this needs to be implemented. 21 make a statement?
22  Therearetwo thingsthat I'm really 22 LORETTA COLOMBEL: | would like
23 concerned about. One, isthat | would liketo 23 to say something to Mr. Yarnell and -- and | do
24 remind the Board that when the combustion 24 appreciate your observations. And -- and |
25 turbine No. 4 was put into place in 2004, the 25 think we -- we have looked at that and that's
Page 42 Page 44
1 bonded cost for that was 34 and a half million 1 what we're waiting on the intervenors for the
2 dollars. The CT5 as presented in the cost of 2 rate design so that we can adjust and make sure
3 service study that is expected to be put in, 3 that everyoneis paying what it cost usto
4 that cost is projected to be well north of 4 provideto them and so | do want to thank you
5 $70 million, which is doubling in quite a few -- 5 for those statements.
6 invery few years. 6 RICK YARNELL: Thank you.
7 Delay of putting that in makes me very 7  ROBERT MILAN, SR.: | would like
8 concerned that the cost will continue to 8 to thank you for your comments and first time |
9 skyrocket. If the economy doesimprove, true 9 had an opportunity to hear your position. Itis
10 the BPU will get more revenues, but the cost of 10 well taken in consideration and thank you for
11 commodities as you well know are going to 11 your valuable input.
12 skyrocket with it. We have seen $140 barrel 12 PHILLIP CARSON: Ladiesand
13 oil. Asyou well know the cost of copper, the 13 gentlemen that -- whatever --
14 cost of steel, the cost of al commodities that 14 JOHN PETTEY: | -- | would -- |
15 gointo building these things are going to 15 would suggest as a Board we would vote for the
16 skyrocket if the economy improves. 16 7 percent across the board for power, the
17 And| redly do believe that delaying 17 8 percent for electric to go into effect on July
18 the cost or delaying this implementation of the 18 the 1st.
19 CT5 will probably put the cost well north of 19 DON GRAY: Eight percent for
20 $80 million and that isjust unwise to delay 20 water.
21 this. So| would urge the staff to please 21 JOHN PETTEY: Eight percent for
22 consider putting thisin as soon as possible. 22 water -- I'm sorry -- on July the 1st, 2010 but
23 Itisneeded and a delay will only raise the 23 with the understanding these discussions will
24 cost to the customers. 24 continue as you discussed tonight and there will
25 Thelastitem | would like to point out 25 beno changesin the cost of service study and
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1 it will stay asit stands until your discussions 1 related to electric.
2 are-- are completed and we'll see what the 2 LORETTA COLOMBEL: So, John, your
3 recommendations then come back for 2011, '12and | 3 motion isto accept 7 percent electric,
4 '13. And| see where we're talking August -- by 4 8 percent water July -- effective July 1.
5 August the 16th to get us this which would give 5 JOHNPETTEY: July 1.
6 ustimefor afinal September 30th to hear it 6 LORETTA COLOMBEL: That --
7 al and then we would vote on October the 6th to 7 JOHN PETTEY: And then --
8 see what we would decide from hearing all the 8 LORETTA COLOMBEL: Not morethan
9 final arguments for both sides. 9 7 percent for '11, '12 and '13 depending on the
10 ROBERT MILAN, SR.: Will you put 10 testimony from Mr. Zakourathat that is subject
11 itinaforma motion? 11 to change?
12 JOHN PETTEY: That'sa 12 JOHN PETTEY: Right.
13 suggestion. |f somebody wants to make a motion, 13 LORETTA COLOMBEL: Am -- am-- am
14 that would befine. 14 | understanding that -- that's a correct motion?
15  ROBERT MILAN, SR.: I will make a 15  ROBERT MILAN, SR.: Subject to
16 motion to -- for the suggestion -- the 16 what?
17 suggestions -- any more comment before | make a 17 MARY GONZALES: Subject to
18 motion? 18 testimony from the --
19  JOHN PETTEY: You know what, 19 TERRY EIDSON: Subject to
20 before we make this motion there are several 20 testimony from the intervenors.
21 wayswe could do it. When we -- we would make 21 LORETTA COLOMBEL: Right, yes.
22 the motion to accept July 1st for this and then 22 It'ssubject to change. In other words, it's
23 would -- would we then want to approve an 23 there but we -- we are allowing them and we need
24 interim electric increase of 7 percent for 2011, 24 to hear their testimony but this allows usto go
25 '12 and '13, and then the water increase would 25 ahead and proceed forward.
Page 46 Page 48
1 be 8 percent for 2011, 7.5 for 2012, and '13 1 JOHN PETTEY: Correct, it
2 effective January 1st of each year which 2 would -- right.
3 would -- thiswould al be spread across the 3  ROBERT MILAN, SR.: Okay. Arewe
4 board. Just -- 4 clear now? Make sure we're clear.
5 LORETTA COLOMBEL: Would that 5 DON GRAY: Just so | understand
6 motion be an interim motion -- 6 now what about the water, | know we had
7  KATHRYN PETERS: May | -- may 7 discussed 2011, but we also were looking at
8 I-- 8 futureyearsfor water aswell. So do we want
9 LORETTA COLOMBEL: -- before the 9 toalsoinsert water in that?
10 testimony we would receive in August? 10 MARY GONZALES: Mr. Zakoura said
11 KATHRYN PETERS: May | correct 11 they were agreed on 2010 and 2011 in water, is
12 onething. On the water, we do not recommend 12 that correct?
13 spreading that acrossthe board. There'srate 13 JOHN PETTEY: Wéll, isthat two
14 design built into the water increase and at this 14 motions?
15 point we've received no indication that there's 15 KATHRYN PETERS: Yes.
16 any concerns about that. So we would have the 16 ROBERT MILAN, SR.: Yeah, that's
17 2011 water increase be as set forth in the cost 17 two -- two separate issues here.
18 of service study. Any changesfrom '12 -- '11, 18  JOHN PETTEY: Oh, okay.
19 '12 and '13 would be upon further 19 ROBERT MILAN, SR.: Be careful
20 recommendations, please. 20 now.
21  ROBERT MILAN, SR.: Separate 21 JOHN PETTEY: Sowe-- weneed a
22 issuethen. Okay. Thank you. 22 motion to approve.
23 KATHRYN PETERS: And | apologize, 23 KATHRYN PETERS: May | suggest
24 we did not make that clear to you in our 24 motionsto you?
25 presentation that the cost of service were 25 MARY GONZALES: Yes, please.
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1 ROBERT MILAN, SR.: Will you 1 DAVID ALVEY: Doweneed a
2 summarize that because we have two different 2 separate motion for the --
3 things. Thank -- thank you. 3 LORETTA COLOMBEL: Dotherall
4  KATHRYN PETERS: I'm going to 4 call first.
5 first suggest an electric motion and that is 5 DAVID ALVEY: Okay. Very good.
6 that you move that you approve arate increase 6 TERRY EIDSON: Would someone read
7 effective July 1, 2010 for 7 percent on an 7 the motion again, please.
8 across the board basis. 8  (Whereupon, page 46, line 12,
9 DAVID ALVEY: So moved. 9 through page 46, line 18 was read by the
10 ROBERT MILAN, SR.: | second the 10 reporter.)
11 motion. 11  LORETTA COLOMBEL: Would it be
12 TERRY EIDSON: Without any 12 suggested we do another motion?
13 discussion or nothing that relates to what 13 KATHRYN PETERS: Sure, I'll just
14 Mr. Zakoura and the other intervenors are going 14 go ahead and --
15 to-- 15 LORETTA COLOMBEL: We would have
16 KATHRYN PETERS: | think that you 16 to withdraw again the second.
17 should give those directionsaswell. | just 17  KATHRYN PETERS: I'll -- maybe
18 was giving you a separate motion. But | think 18 I'll just say what | think the motion was and
19 these all have to be contingent on presentation 19 that isthat the intervenors -- all intervenors
20 toyou by no later than the end September, the 20 bedirected to filetheir pre-file testimony by
21 fina recommendations. 21 no later than August 16th two months from today.
22 TERRY EIDSON: I'll -- I'll go 22 That the BPU staff and its engineers be directed
23 aong with that. 23 tofile any rebuttal testimony by no later than
24  ROBERT MILAN, SR.: Put those 24 September 7th so that this matter may be
25 datesin every -- because it would be one-step 25 presented to the Board by no later than the end
Page 50 Page 52
1 dedl; the date, the time, et cetera, please. 1 of September.
2 KATHRYN PETERS: Okay. Let-- 2 DAVID ALVEY. 2010.
3 let's start with the -- the motion then that you 3 KATHRYN PETERS: 2010.
4 direct the -- 4  TERRY EIDSON: And the rate?
5 LORETTA COLOMBEL: We--wehada 5 KATHRYN PETERS: | think that you
6 motion on the floor. Bob, did you hear -- 6 -- we're suggesting that you take these motions
7  ROBERT MILAN, SR.: | thought it 7 up separately. So that was just that motion on
8 was on amoation because | seconded it. Withdraw 8 -- onthetiming and then | would give you
9 my second. Makeit over. 9 motions on the rates after this.
10 KATHRYN PETERS: | suggest that 10 DAVID ALVEY: So moved.
11 you direct that the following schedule be 11  TERRY EIDSON: Second.
12 approved for the completion of thisrate 12 ROBERT MILAN, SR.: Second.
13 hearing, that the -- dl -- all intervenors be 13 JOHN PETTEY: Rall call, please.
14 directed to pre-file any testimony by no later 14 JODY BOEDING: Rall call onthe
15 than August 16th two months from tonight, that 15 motion. Miss Colombel?
16 the BPU staff and engineers be directed to file 16 LORETTA COLOMBEL: Aye.
17 any rebuttal testimony by no later than 17  JODY BOEDING: Miss Gonzales?
18 September 7th and that the -- any presentation 18  MARY GONZALES: Aye.
19 -- and that any recommendations to the Board be 19 JODY BOEDING: Mr. Eidson?
20 provided to you by the end of September. 20 TERRY EIDSON: Aye.
21 LORETTA COLOMBEL: David? 21 JODY BOEDING: Mr. Alvey?
22 DAVID ALVEY: So moved. 22 DAVID ALVEY: Aye.
23 ROBERT MILAN, SR.: | second this 23 JODY BOEDING: Mr. Milan?
24 time. Thank you. 24  ROBERT MILAN, SR.: Aye.
25 JOHN PETTEY: Rall cdl, please. 25 JODY BOEDING: Mr. Pettey?
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1 JOHN PETTEY: Aye. 1 JODY BOEDING: Mr. Eidson?
2 JODY BOEDING: Motion carries. 2 TERRY EIDSON: Aye.
3 KATHRYN PETERS: My -- my 3 JODY BOEDING: Mr. Alvey?
4 understanding was that you wanted that as a 4 DAVID ALVEY: Aye.
5 separate motion because all of your other 5 JODY BOEDING: Mr. Milan?
6 motionswould be predicated on that. The 6 ROBERT MILAN, SR.: Aye.
7 recommendation then of -- of the staff would be 7 JODY BOEDING: Mr. Pettey?
8 that you approve arateincrease-- a-- a 8 JOHN PETTEY: Aye.
9 increase in revenues from base rates for 9 JODY BOEDING: Motion carries.
10 electric of 7 percent effective July 1, 2010, 10 KATHRYN PETERS: And | would ask
11 such rates to be spread across the board. 11 isit the Board's pleasure that you approve
12 LORETTA COLOMBEL: Motion -- 12 interim rate increases for 2011, '12 and '13?
13 JOHN PETTEY: Have the water on 13 LORETTA COLOMBEL: Yes.
14 thereaso? 14 KATHRYN PETERS: Pending --
15 LORETTA COLOMBEL: Nowe're going 15 pending final decision following the completion
16 to have separate. Motion would be effective 16 of thefiling of all testimony on revenue
17 July 1st and 7 percent across the board rates 17 regquirements, cost allocation, and rate design
18 for electric. 18 matters? And if you tell uswhat percentage you
19 DAVID ALVEY': Second. 19 want to increase in those years, I'll go ahead
20 JOHN PETTEY: Rall call, please. 20 and give you the form of that motion.
21 JODY BOEDING: Roll cal onthe 21 JOHN PETTEY: Well, we're looking
22 motion. Miss Colombel? 22 at 7 percent 2011, '12 and '13 effective January
23 LORETTA COLOMBEL: Aye. 23 the 1<t of each year for power. Water would
24 JODY BOEDING: Miss Gonzales? 24 be--
25  MARY GONZALES: Aye. 25 LORETTA COLOMBEL: Separate
Page 54 Page 56
1 JODY BOEDING: Mr. Eidson? 1 motion, John.
2 TERRY EIDSON: Aye. 2 JOHN PETTEY: Pardon?
3 JODY BOEDING: Mr. Alvey? 3 LORETTA COLOMBEL: Separate
4 DAVID ALVEY: Aye. 4 motion.
5 JODY BOEDING: Mr. Milan? 5 JOHN PETTEY: Water would be
6 ROBERT MILAN, SR.: Aye. 6 8 percent for 2011, 7.5 -- 7.5 for 2012 and '13
7 JODY BOEDING: Mr. Pettey? 7 effective January the 1st.
8 JOHN PETTEY: Aye. 8 TERRY EIDSON: Excuse me, |
9 JODY BOEDING: Mation carries. 9 thought we had already approved the water.
10 KATHRYN PETERS: And then a 10 KATHRYN PETERS: These would be
11 motion, again, as recommended by the -- the 11 for theinterim increasesfor 11, '12 and '13
12 staff and also the -- the industrial intervening 12 and| ask --
13 group that you approve a water increase of 13 TERRY EIDSON: We're -- we're not
14 8 percent over revenues from the existing base 14 voting on the -- on the water as such the way it
15 ratesto be effective July 1st, 2010 with costs 15 was presented?
16 to be allocated as set forth in the water cost 16 KATHRYN PETERS: Y ou've approved
17 of service study. 17 the water increase for 2010.
18  DAVID ALVEY: So moved. 18  TERRY EIDSON: Only 2010.
19  TERRY EIDSON: Second. 19 KATHRYN PETERS: Only 2010. So
20 JOHN PETTEY: Rall call, please. 20 the-- the question thenisif it's your
21 JODY BOEDING: Roll on the 21 pleasureto have interim increases | just ask
22 motion. Miss Colombel? 22 what direction from the Board of the percentages
23 LORETTA COLOMBEL: Aye. 23 to giveyou in the form of the motion.
24 JODY BOEDING: Miss Gonzales? 24  ROBERT MILAN, SR.: That includes
25 MARY GONZALES: Aye. 25 having an additional rate hearing, is that
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1 correct, in theinterim? 1 KATHRYN PETERS: Correct. And,
2 KATHRYN PETERS: Yes, that -- 2 infact, it would be our expectation that you
3 that means that you will receive evidence on -- 3 would have recommendations on rate design and
4 ROBERT MILAN, SR.: Yes-- 4 cost dlocations.
5 KATHRYN PETERS: -- these 5 MARY GONZALES: I'll second that
6 matters. 6 motion.
7  ROBERT MILAN, SR.: -- thank you. 7 JOHN PETTEY: Rall call please.
8 TERRY EIDSON: Were there any 8 JODY BOEDING: Rall call onthe
9 intervenors on the water? 9 motion. Miss Colombel.
10 KATHRYN PETERS: Yes. 10 LORETTA COLOMBEL: Aye.
11 ROBERT MILAN, SR.: | makethe 11  JODY BOEDING: Miss Gonzales?
12 motion to accept the interim increase on the 12 MARY GONZALES: Aye.
13 water side as recommended by counsel. 13 JODY BOEDING: Mr. Eidson?
14  JOHN PETTEY: Well -- okay, well 14 TERRY EIDSON: Aye.
15 go water first. That'd be -- would take two 15 JODY BOEDING: Mr. Alvey?
16 motions. 16 DAVID ALVEY: Aye.
17 MARY GONZALES: I'll second 17 JODY BOEDING: Mr. Milan?
18 Mr. Milan's motion. 18  ROBERT MILAN, SR.: Aye.
19  JOHN PETTEY: Rall call please. 19 JODY BOEDING: Mr. Pettey?
20 JODY BOEDING: Rall call onthe 20 JOHN PETTEY: Aye.
21 motion. Miss Colombel? 21 JODY BOEDING: Motion carries.
22 LORETTA COLOMBEL: Aye. 22 KATHRYN PETERS: Mr. Zakoura or
23 JODY BOEDING: Miss Gonzales? 23 Mr. Yarndll, if you have anything else to put
24 MARY GONZALES: Aye. 24 before the Board this evening, let me know.
25 JODY BOEDING: Mr. Eidson? 25 Otherwise, | think we'll ask the hearing officer
Page 58 Page 60
1 TERRY EIDSON: Aye. 1 to continue the hearing to a date to be
2 JODY BOEDING: Mr. Alvey? 2 determined.
3 DAVID ALVEY: Aye. 3 JAMESZAKOURA: Thank you. |
4 JODY BOEDING: Mr. Milan? 4 have nothing further.
5 ROBERT MILAN, SR.: Aye. 5 RICK YARNELL: | do have one
6 JODY BOEDING: Mr. Pettey? 6 question. It's my understanding tonight that
7 JOHN PETTEY: Aye. 7 you have approved as you called it interim rate
8 JODY BOEDING: Motion carries. 8 increasesfor the years 2011, '12 and '13 to
9 JOHN PETTEY: Now weneed a 9 electric base revenues and that's 7 percent or
10 motion for electric interim, approve electric 10 so for those years of base revenues subject to
11 for 7 percent for 2011, '12, and '13 effective 11 thedesign of cost of service?
12 January the 1st. 12 LORETTA COLOMBEL: Correct.
13 LORETTA COLOMBEL: I'll make a 13 RICK YARNELL: That does not mean
14 motion at the -- January the 1st of each year 14 across the board?
15 for 2011, '12, and '13, 7 percent electric. 15 LORETTA COLOMBEL: Correct.
16 Interim, correct? 16 ROBERT MILAN, SR.: No, no.
17  ROBERT MILAN, SR.: Isthat 17 That'sclear.
18 across the board? 18  TERRY EIDSON: Thank you.
19 KATHRYN PETERS: No, no, no. 19  PHILLIP CARSON: Ladies and
20 LORETTA COLOMBEL: It'sinterim. 20 gentlemen, that -- the rate hearing is continued
21 I'm sorry. 21 subject to call to be rescheduled. | think
22 KATHRYN PETERS: That's an 22 that'sit. Thank you.
23 interim increase. 23 DON GRAY: Thank you, Mr. Carson.
24 LORETTA COLOMBEL: That'sinterim 24  PHILLIP CARSON: You bet.
25 because we're waiting on testimony. 25 DON GRAY: Item 18 is board
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1 comments. 1 of town on an emergency to get here and he was
2 JOHN PETTEY: Miss Gonzales? 2 happy to do that for usand | can't thank Ed
3  MARY GONZALES: | have no 3 enough for that. Also want to thank Kathy
4 comments. 4 Peters again for representing us. | appreciate
5 JOHN PETTEY: Miss Colombel? 5 it.
6 LORETTA COLOMBEL: I just wantto 6  Just staff for all the hard work. |
7 thank the staff and the intervenors, Mr. Zakoura 7 know alot of hourswith al the -- the data
8 and Mr. Yarnell, Black & Veatch. | know 8 requests and all the information that was
9 everybody has -- has worked and worked and 9 requested. Ittakesalot of time and effort to
10 worked and | -- and | have to compliment the 10 put al that together and | just want to thank
11 Board. | think we have worked just as hard. So 11 staff for being able to -- to meet the deadlines
12 thank you al and thank you Board | think we're 12 and to get the information out. Again thanks
13 -- | am -- | am pleased that we've had a full 13 for al your hard work and that's al | have.
14 affirmative vote from the Board to move our 14  JOHN PETTEY: The next item we
15 utility forward. 15 have an executive session to discuss alegal
16 JOHN PETTEY: Mr. Milan? 16 matter not to exceed ahalf an hour. Entertain
17  ROBERT MILAN, SR.: | just want 17 amationto gointo --
18 to thank the Board for their concern and 18 LORETTA COLOMBEL: Will there be
19 consideration of the job that's before us. It's 19 anything --
20 atough decision to make. Sometimes not 20 JOHN PETTEY: No, there will be
21 properly, but that's what we are here to do the 21 no vote after the -- after the session and 20
22 best we can do under the circumstances, and | 22 dfter.
23 appreciate listening to the testimony so we can 23 MARY GONZALES: | movewegointo
24 be clear in the direction we're supposed to be 24 executive session not to exceed 30 minutes.
25 going here. Thank you. 25 JOHN PETTEY: It'stwenty-five
Page 62 Page 64
1 JOHN PETTEY: Mr. Alvey? 1 after. That will work?
2 DAVID ALVEY: Again, | think that 2 LORETTA COLOMBEL: Second.
3 thework that everyone has done we're -- what 3 DAVID ALVEY': Second.
4 we'retrying to do and what we will accomplish 4  JOHN PETTEY: All in favor?
5 iswewill rebuild the infrastructure of the 5  (Board responds aye.)
6 BPU. Wewill provide reliable power and water. 6 JOHN PETTEY: Opposed?
7 Wewill secure the utility into the future. 7 (Noresponse.
8 JOHN PETTEY: Mr. Eidson? 8 JOHN PETTEY: Motion carried.
9 TERRY EIDSON: | have no 9  (Proceedings concluded at 7:19 PM.)
10 comments. 10
11 JOHN PETTEY: | would only say | 11
12 agree with what the rest of the board members 12
13 have said and thanks for their time spent and 13
14 thank you for -- intervenors for their time and 14
15 our -- our staff. Mr. Gray? 15
16 DON GRAY:: Also representing 16
17 staff | certainly want to thank the Board for 17
18 their consideration and also allowing usto move 18
19 forward. | know these are difficult decisions 19
20 for aBoard to makein raising rates and we 20
21 can't thank you enough for your due diligence. 21
22 Also want to thank Jim Zakoura, his comments 22
23 thisevening, Rick Yarnell, his comments, and 23
24 aso Black & Veatch for being in attendance. Ed 24
25 Overcast, we had to ask him to come in from out 25

Metropolitan Court Reporters, Inc.

913-317-8800 (16) Page 61 - Page 64

www. M etropolitanReporters.com





BOARD OF PUBLIC UTILITIESVvs.

RATE HEARING
June 16, 2010

© 00 N O o~ W NP

N NNRPRRPRRRRRPR PR
NP O ©OoWw-~NO®OUMOWNDNLEPRO

Page 65
CERTI FI CATE

I, Kinberly R Geiner, a Certified
Shorthand Reporter of the State of Kansas, do
hereby certify:

That prior to being exam ned the
wi tness was by ne duly sworn;

That sai d proceedi ng was taken down by
me in shorthand at the tinme and pl ace
herei nbefore stated and was thereafter reduced
to witing under ny direction;

That | amnot a relative or enpl oyee
or attorney or counsel of any of the parties, or
a relative or enployee of such attorney or
counsel, or financially interested in the
action.

W TNESS ny hand and seal this 16th day
of June, 2010.

Kimberly R Geiner, RVR CRR
KS CSR # 1140
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63:25 35:18;36:14;37:6; Whereas (1) 39:3,12,18,22;40:2,
two (19) 38:6;61:15;62:7 20:19 21,25;41:4;43:6;
6:17;11:9,10;17:3, Whereupon (1) 47:10;48:10;49:14;
3,22:23;24:3;32:17; V 51:8 59:22;60:3;61:7;
34:14,22;39:15; wise (3) 62:22
41:22;48:13,17,17; | vacancies(1) 41:16,18;43:17
49:2,50:15;51:21; 5:23 wishes (1)
57:15 vacant (2) 135
typical (3) 18:8;19:3 Withdraw (2)
27:19;28:7,16 valuable (1) 50:8;51:16
typically (2) 44:11 Without (1)
29:2;36:3 variation (1) 49:12
36:9 words (2)
) variations (1) 7:23,47:22
36:11 work (16)
ultimately (1) Veatch (12) 24:21,25;26:5;
27:15 12:25;13:17;14:5; 30:17;32:10;33:6;
unable (1) 21:19;25:10;26:22; 36:6,19,20;37:21,22,
16:11 30:6;35:7;37:22; 23;62:3;63:6,13;64:1
uncertainty (1) 41:11;61:8;62:24 worked (6)
20:3 view (1) 24:12;36:18;61.9,
under (7) 16:25 9,10,11
4:22;13:13;21:5, visibility (2) working (4)
23;22:21,23;61:22 33:23;37:25 22:5;32:16;36:20;
underlying (1) vote (4) 37:12
5.9 44:15;45:7;61:14, worse (1)
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(Proceedi ngs commenced at 6: 08 PM)

DON GRAY: Item 7 of the agenda
continuing of the rate hearing. | would call
Judge Carson.

KATHRYN PETERS: W th your
perm ssion | would |like Judge Carson to step
over to the table so that he can preside over
the rate hearing.

PHI LLI P CARSON: My nane is
Phillip Carson. |I'mthe hearing officer for
pur poses of the Kansas City Board of Public
Utilities 2010 rate hearing. W last had a -- a
hearing on the proposed rate increase on My
4th, 2010. It was left open or continued from
that tine. 1'mgoing to reopen the -- the rate
hearing as far as parties and appearances, are
t here any intervenors or their counsel present?
If so, please stand and state your appearance or
name.

JAMES ZAKOURA: (Good eveni ng,
Judge, Janes P. Zakoura of the law firm of
Sm t hyman and Zakoura and | am counsel for the
i ntervenors; Oanens Corning, Giffin Weel,
Certai n- Teed Products, Water One, General
Mot ors, and KU Medi cal Center.
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PH LLI P CARSON. Thank you, sir.
Any ot her intervenors or their attorneys
present? Sir?

Rl CK YARNELL: Ri ck Yarnell, 2424
Nebr aska Court.

PH LLI P CARSON: All right.

Thank you, M. Yarnell.

And, M ss Peters, you're here on behalf
of the Board of Public Uilities and I
under st and that you have a presentation or a
statenent you'd |i ke to nake.

KATHRYN PETERS: That -- that's
correct, M. Carson, and | would like to
identify a few people in the audi ence, take this
opportunity. We have three of our engi neering
consulting firmexperts with us this evening.
Craig Brown is here and Ed Overcast is here.
l*"'mnot sure if Bob -- and Bob Grady is here and
| believe that they have been previously sworn
and may nake statenents this evening as well.

PH LLI P CARSON:. That will be
fine. Please consider yourselves as still under
oat h.

KATHRYN PETERS: Ladi es and

gentl enmen of the Board, nenbers of the audi ence,
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and, M. Carson, | would like to summari ze what
has happened since the rate hearing was

conti nued on May 4th. The BPU has received a
nunber of data requests on behalf of the

i ndustrial group, which it has responded to. It
has provided evidence to the -- to the

I ndustrial group about its revenue requirenents.
It -- the staff has al so taken a | ook at the
underl yi ng assunptions in the cost of service
studi es, both the water and the electric cost of
servi ce studies, and has basically agreed with
all of those assunptions.

The BPU staff has asked its engi neering
consultants to examne a few facts in the -- in
t he assunptions and the cost of service studies
as to the timng of certain expenditures and the
anount of certain expenditures, and sone of
t hose expendi tures have noved froma current
tinefrane to either a few nonths or in sone
cases to a year |ater.

Exanpl es of these include that sone of
t he assunpti ons on the nunber of filled
vacancies at this point in tine have not been
conpletely satisfied. There are a fewer

enpl oyees in 2010 than the cost of service study
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assuned. There have been assunptions as to
certain O&M expenses and sonme of those current
expenses are slightly | ower than the assunptions
set forth in the cost of service study. There
has been a nmmjor capital project, which in the
electric supply area has -- by the nanager of
the electric supply has -- has noved one year

| ater and that's the CI5. So sone of the mmjor
cost drivers in the early years have noved
slightly and or been reduced slightly into later
years.

We have spent nost of our tine talking
wWth the -- with the industrial custoner group
about these revenue requirenents and have, |
bel i eve, been satisfied with the -- with the
mat eri al that we've provided them W' ve also
di scussed the two nmgajor riders which were
noti ced up, and one of them has sone slight
nmodi fications to the ERC. W' ve discussed the
BPU s position on sone of the ERC recovery
matters and have fully explored pendi ng trends
that may affect the ERC

And, finally, we've tal ked about the
envi ronnental surcharge or ESC R der, which was

one of the riders which we have recomended f or
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your consideration. And | believe that we have
-- have basically reached agreenent on the
structuring of the ESC and substanti al agreenent
on the ERC. There are sone matters which we
will continue to tweak, but basically the
approach as to both riders | think have been
agreed to.

The cost of service study and the rate
desi gn and cost allocation have not yet been
fully flushed out. W, as | said, have spent a
great deal of tine tal king about revenue
requi renents, the ERC and the ESC, and have not
yet begun serious consideration of rate design
and cost allocation. There's been one rate
design natter that has been di scussed and t hat
has to do with the AMR, AM project. As you
know, a substantial anmount of that project
I ncludes the installation of snmart netering and
t he engi neeri ng consul tants have i ndi cated that
It would be appropriate to take the neter costs
and assign those directly to the custoner
cl asses.

In other words, that instead of
spreading a neter cost across the board, the

cost of residential neters would be assigned to
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the residential class, weighted cost of

I ndustrial neters would be assigned to the

i ndustrial class and the like. And that's

the -- that is a slight nodification in the cost
al l ocation nethods set forth in the cost of
servi ce study.

At this point, as others will tell you,
we are -- we believe that we are i n agreenent
concerning the July 1, 2010 rate increase that
that should be a 7 percent increase. W are not
I n agreenent concerning the anount of an
I ncreased to commence January 1, 2011. The
I ndustrial group believes that a smaller
I ncrease than set forth in the cost of service
setting woul d be warranted.

The staff had | ooked at sone of these
shifting of costs out of the 2011 tine period to
see whether or not staff could reasonably
reconmend a | ower increase than 7 percent in
2011, and staff had exam ned this wwth its
engi neering consultants and felt that if -- if
appropriate, the staff could recomend an
i ncrease of up to -- of 5 percent in 2011 on the
el ectric side.

The 2012 and ' 13 revenue expenses have
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not yet been fully flushed out, but the reason
that the staff felt it could recommend no | ess
than a 5 percent increase in 2011 was that if
you | ook at project -- now projected

expendi tures in 2012 and '13, we would not have
| ower than the days cash on hand at the end of
the study period and | ower than the target debt
service coverage ratio at the end of the study
peri od.

As far as the water side goes, the
staff and the -- and the industrial custoners
were in basic agreenent that the 2010 revenue
I ncrease of 8 percent January 1 was appropriate.
The industrial group had asked the staff whet her
t hey could recommend for settl enment purposes a
7 percent increase in 2011 on the water side and
the staff | ooked at sone -- again, sone of the
costs that shifted out of 2011 and these
matrices and determ ned that the staff could for
settl enment purposes recommend a 7 percent
I ncrease. We have not, as | said, reached
agreenent with the industrial group for -- for
electric in -- in 2011. W also discussed, as |
nmentioned, the billing of the neters, that that

woul d be done -- that could be done, as our
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engi neeri ng consul tants have advi sed us, could
be done on the basis of a direct cost
assi gnnent .

We had di scussed several matters
relating to the ERC, and after review would
agree that the existing $2.6 million, a known
capacity cost based on our firmlong-term supply
contracts, could remain in the ERC as it
presently is instead of -- sorry -- could renain
in base rates as it presently is instead of
renoving to the ERC. | think that, as | say,
there are sone additional discussions about
future ERC firmcapacity matters but we are
continuing those di scussions and we feel that
t hose are going well.

On the environnental surcharge, the
staff had always felt that this should be
limted to najor capital projects, major capital
envi ronnental projects that were not otherw se
recovered through the base rates. And the
staff's original thought on the ESC was that
t hat should be projects that were bond financed.
We had included in the ESC | anguage t hat woul d
all ow certain cash financed projects. After

di scussing this wth the environnmental group,

10
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we're confortable that any cash expenditures
woul d have to be tied to najor projects that had
been substantially funded with -- w th bonds.

Usi ng the | ow NOx burner as an exanpl e,
we have $40 nmillion allocated for the | ow NOx
burner project. Expected to recovered it all
t hrough bonds. But suppose that you had change
orders toward the end of that that m ght have
another mllion or two. We think it's
appropriate that, you know, that mllion or two
woul d be recovered the sanme way through the ESC.
And we al so agreed with the industrial group
that this is such a substantial inposition of a
rider that we would be hap -- we would be
confortable evaluating that the way that we've
done the rate stabilization rider. That is that
we have to give advance notice of any
application of the ESC and have a group have the
opportunity to take a | ook at that before it's
I mposed.

But certainly what we're doi ng now
t hrough this rate process on the | ow NOx burner
project, taking that to the Board, and we said,
well, that's what we're doing with the rate

stabilization rider. And inposing a rider for a

11
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maj or environnental project seens |ike having
that kind of transparency woul d be consi st ent
with what the Board has done in the past. The
environnental group -- the environnenta

proj ects that we now know of of course are just
the I ow NOx burner, but this will give plenty of
time for everyone's pl anni ng purposes for the

I mpl enentation of this rider.

One of the things that the -- that the
i ndustrial group requested is the opportunity to
address the Board to make a presentation on a
couple of things. One of those is revenue
requirenents. As | said, the industrial group
feels that the revenue requirenent for 2011 is
not as great as the BPU staff does. And the
second one is that the industrial group, as I
I ndi cated, wants to address the Board on cost
all ocation and rate design matters and they
I ndi cate that they have a strong opi nion on
t hat .

And M. Zakoura is here this evening
and I|'"'msure that he will want to take the
opportunity to talk to the Board about this.
What | would suggest at this tine though is that

we ask Ed Overcast wth Black & Veatch to
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address you further on sone of these matters,
and then ask Lori Austin to address you further
on sone of these matters. Then we'd like to
give M. Zakoura the chance to address you and
M. Yarnell, if he wishes to, the chance to
address you as well.

If you have any questions for nme, |I'd
answer them now or perhaps let M. Overcast and
Mss Austin kind of flush out this summary that
|'ve given you. So |I'd ask Ed Overcast to
address the Board and.

Again, M. Carson, he was previously
under oat h.

PHI LLI P CARSON: That's correct.

ED OVERCAST: (Good evening. [|'m
Ed Overcast. |I'ma director with Black &
Veat ch.

KATHRYN PETERS: | apol ogi ze.
|'mgoing to say one other thing. | -- 1 do

apol ogi ze. VWien I was doing ny introductions |
| ooked at the phone and forgot to nention that
M ke Gorman with Brubaker and Associates is
attendi ng the board neeti ng by phone.

M ke, are you there?

M KE GORMAN: Yes, | am CGood
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eveni ng.

KATHRYN PETERS: Thank you.

ED OVERCAST: As | said, I'ma
director with Enterpri se Managenent Sol uti ons,
t he consulting division of Black & Veatch, and I
have filed testinony in support of the cost of
service studies and rate design proposals that
we have nmade to the Board on behalf of the BPU
staff. And what | want to do tonight is talk
just a little bit about the rate pl anning
process and to give you sone -- sone things that
we think are inportant as part of the overall
process.

And it's inportant to understand that
this BPU rate plan is not driven by the cost and
revenues in any single year. |In fact, this rate
plan is based on a five-year forecast and that
five-year forecast is a series of four 7 percent
I ncreases designed to neet the financial targets
of 60 days of operating cash and a debt service
coverage of 1.6 tines. Now these goals
represent what's really the m ni mum fi nanci al
requi rements for maintai ning your current
favorabl e bond rating and they al so represent

your Board financial policy requirenents.
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So we are set a goal and we're not --
we're not just |ooking at today. W're | ooking
today and at the end of this five-year period we
want to reach those goals. So we're noving a
little bit each year and we said, Wat kind of
rate i ncrease do you need each year over this
period for four periods to get to those goals at
the end of fifth year?

As -- as part of our discussion with
the industrial custoner group, we have taken
additional information -- let -- let ne back up
and tell you that this plan is predicated on
i nformation provided to us by the BPU staff that
runs through Novenber of 2009. So that's the
data that the forecast is based on, okay.

We have used additional information and
this is -- this is common in rate cases where
you update your information for things that you
know have happened, and we've | ooked at
addi tional data that goes from Decenber of 2009
up through about the end of May 6 of this year.
So -- so we have a picture of sone things that
have changed over that tinme period. And as a
result of those changes, and we -- we have

updat ed our forecast and we've said that we






© 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

could neet the goal in 2011 that we had set as
part of getting to the end goal in 2014 with a
5 percent rate increase, at -- at |least that, at
| east 5 percent.

And it's very inportant that we -- that
we agree on 2012 and '13 as well so that we
actually reach that goal. Because anything we
take out in the early years, we can't get nore
than 7 percent in the later years. So if we
t ake out too much we woul dn't reach the goal.
But we were unable to reach an agreenent on this
5 percent anobunt. The industrial custoners felt
that a | ower nunber was possi bl e.

In addition to this detail ed di scussion
and -- and we -- we've spent a lot of tinme
di scussi ng these issues and -- and exchangi ng
information with the industrial custoners
related to the revenue requirenents, we' ve
di scussed changes related to the ERC R der and
t he new ESC Ri der.

And | think Kathy described it pretty
well. W're -- we're hopeful of being able to
reach agreenent on both of these riders. W're
further along on the ESC than we are on the ERC

in ny view and -- but, nevertheless, we are --

16
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we are reasonably certain that we can reach a
conclusion that's acceptable to everybody on
those two riders and those two riders are

i mportant.

The ESC Ri der is inportant because
that's where the noney's going to cone fromto
pay for the bond i ssues associated with
environnental costs. And if you can show t hat
you' ve got a source of revenue, it nmakes it
easier to get -- to get the bond issue. And the
ERC Rider is inportant because the cost of fuel
and purchase power is the |l argest single O&M
itemin your -- in your budget.

Now, during this tine discussions
related to cost of service and rate design have
been deferred. W -- we have really not talked
about those at all. There's been no substantive
di scussion on rate design and cost of service at
this point. |In addition, there's been no
substantive discussion related to the revenue
requi rements for 2012 and '13. But we continue
to believe that 7 percent per year is required
in those late -- later years to neet the
financial goal of having 60 days of cash

reserves and neeting the 1.6 tines bond coverage
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rate.
Now, if you have any questions for ne,
|'d be happy to answer them

DAVI D ALVEY: | do have a coupl e
questions. Sone -- when Kathy was giving her
sunmmary, she nentioned that part of the
objection fromthe intervenors was based upon
the fact that we have not filled vacant
positions that had been allocated for the
current period. |Is that correct?

ED OVERCAST: That's correct.

DAVI D ALVEY: Ckay. Secondly,

t hat when the intervenors | ook at the
financials, the BPU financials, they find | ower
operation -- operations and nai nt enance

expendi tures than had been projected.

ED OVERCAST: That's correct as
wel | .

DAVI D ALVEY: And then third they
had -- and we had said that we coul d del ay
installation of CI5 for perhaps a year. Was
t hat correct?

ED OVERCAST: That's -- that's
one of the assunptions in the -- in the process,

yes.
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DAVI D ALVEY: Ckay. And yet when
| -- and when | listen to those things, what |
understand is that vacant positions have not
been fill ed because of a serious cash fl ow
probl em cash reserves on hand.

Secondl y, | ower operations and
mai nt enance budget is not because the -- the
base cost had been reduced but because we sinply
are not naki ng expenditures, again, because of
the | ack of revenues to fund these projects and
carry these projects to conpletion.

And that third the assunption that we
do not need CT5 for another year could be --
could be accurate; could not be accurate based
upon t he weat her and based upon if we del ay
necessary i nprovenents to the coal plants, the
-- the coal generators and ot her mai ntenance
I ssues at the plants that, in fact, if we del ay
CT5 an additional year, we mght, in fact, put
ourselves in a worse financial position and not
if -- if we went with a 5 percent, not have the
revenues in energency funds to handl e those
pr obl ems and woul d have to go out on an
energency basis to get a bond i ssued which is

apparently pretty hard to do.

19
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ED OVERCAST: | think it's fair
to say that, you know, there's -- there's a | ot
of uncertainty in any forecast. From ny

perspective this was the m ni num f orecast that
we coul d possibly live wth.

DAVI D ALVEY: And so --

ED OVERCAST: And you're
absolutely right if --

DAVI D ALVEY: So we're arguing
about what the m ninmumis?

ED OVERCAST: At -- at this point
I think this is the mninmumthat we -- that we
could find acceptable, the 5 percent.

DAVI D ALVEY: And -- and |I'm
going to push that a little bit further. That's
t he m ni rum and when we target for the m ni num
sonetines we'll hit the m nimum sonetines we
won't hit the mninmum W' Il be bel ow the
mninmum  Sonetinmes we'll go over it. \Wereas
If you go for the -- the safety and the
reliability, you shoot for the reliability and
if we were to accept the 5 percent, we woul d not
be -- would even bel ow -- be bel ow our m ni num
Per haps --

ED OVERCAST: | think what you're
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asking is, is the forecast really the nean of
what you woul d expect in the future. And I

t hink my answer to that would be there's --

t here's probably nore risk that you woul d be
under what we forecast than there is risk that
we woul d be over. That woul d be ny opinion.

DAVI D ALVEY: Ckay. And so what
| understand then is the intervenors wll be
trying to prove to us that our mnimumis not
accurate?

ED OVERCAST: That's correct.

DAVI D ALVEY: Ckay.

MARY GONZALES: Could | ask a
question on that nunber, the attrition nunber,
was that a significant nunber?

PH LLI P CARSON: What's your
nane, please?

CRAIG BROWN: Craig Brown with
Bl ack & Veatch. | was previously sworn in.

PH LLI P CARSON: All right.
Thank you.

KATHRYN PETERS: He was al so
under oat h.

PH LLI P CARSON: | renenber.

CRAIG BROMWN: | believe the --
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the labor attrition anmounted to because in the
forecast we'd actually projected to slowy
i ncrease it about 25 percent per year back to
t he 2009 budget ed nunbers of about 680
enpl oyees. | think the baseline we're working
fromat that point was about 610 to 620. |
believe the current -- to-date currently there's
about 599 enployees. So | think the dollar
I mpact by accepting the 2010 was about
1.7 mllion we were able to reduce, and | think
our projection for 2011 was 620 enpl oyees and |
t hi nk that reduced what we had projected by
about $909, 000.

DAVI D ALVEY: Ckay. That -- and
' mgoing to go back to this point and -- and
ki nd of see where this cones fromwhere it seens
to be going. It -- it seens to ne that the --
sone of the objections, sonme of the ngjor
obj ections of the intervenors, the industrial
group, are that, well, this is what you've been
operating wth under these circunstances but
t hese circunstances that we've been operating
at -- under for the |last two years have
certainly not been optinmal in terms of revenues,

del ayed capital projects, delayed nai ntenance,

22
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del ayed hiring, and that what we're really
trying to do is restore to the utility to its
optimal functioning and their argunent is that
we don't need to do that? 1Is that your sense?
An |l --

ROBERT M LAN, SR : M. Alvey,
wth all due respect, please |let the intervenors

explain to this Board what their positions are.

At this point you're -- you're giving ne
information that I'"'mnot famliar with. And
until 1 understand what their positions are,

then | amgoing to listen to their point.

DAVI D ALVEY: Fair enough.

PHI LLI P CARSON: Any ot her
questions for M. Overcast? Thank you.

LORI AUSTIN. Fromthe BPU staff
side we have put together a four-year plan --

PH LLI P CARSON:. Wuld you state
your nane?

LORI AUSTIN. I'msorry. Lori
Austi n.

PH LLI P CARSON: Thank you,
M ss Austi n.

LORI AUSTIN. W have put

together a four-year plan in order to neet the
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financial goals of the utility. W feel that
it's inmportant that this plan and -- and even
this interimagreenent of the first two years
denonstrates that we have a plan and to | ook out
in the years for future planning. W need to
denonstrate -- and if we're to issue bonds, we
need to denonstrate to the credit rating
agencies that there is commtnent to our
financial stability and to neet our goals over
the -- the study period of the 1.6 and the

60 days of cash.

So we have worked with the custoner
group. We've reviewed nultiple proposals from
themin order to reach a reasonabl e conmprom se,
one that in which we can still neet our
financial goals. W've offered to conti nue our
di scussions with them on the revenue
requi renents, the cost of service, and the --
and the rate design and -- and bring this back
before the Board in the Fall, 2010.

So we will continue to work with them
We have received multiple data requests from
them W' ve had conpl eted those data requests.
So we have provided a |lot of information based

on their questions and we'll continue to work it
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to address their issues. Thank you.

PH LLI P CARSON: Thank you.
M. Zakour a.

JAMES ZAKOURA: Thank you. [|'d
first like to state that | want to thank the
BPU, their counsel, their staff. They've been
very responsive to the requests that we' ve --
we've put forward. | would thank M. G ay
personally that he has nmade the staff avail abl e.
The Bl ack & Veatch peopl e have been very
responsible. So we're in the process of
gathering information, but what I would like to
take a little bit of tinme wwth if | could for
the Board is kind of tell you where we are, how
we got here, howthis is maybe a little bit of
an unusual situation.

And the first thing | would like to say
to the Board is, you have a really difficult job
and | recognize that's the case. You're
bal anci ng a situati on where you' re bal anci ng
reliability and safety and planning for the
future in a situati on where nmany in the
community are having difficult economc tines,
that woul d go for individual residences, people

who have retired, people in small businesses,
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people in | arge busi nesses. For the nost part
the current econom c recession has not m ssed
many people. So a |lot of people are in the
sane -- sane place. So | amcertainly
appreci ati ve of your work and attention in those
bal ancing itens that you have to at all tines
take a look at. And in response -- in response
to -- how do you say your |ast nane, sir?

DAVI D ALVEY: Al vey.

JAMVES ZAKOURA: M. Al vey.
Pardon nme, | didn't know how to say your | ast
name. In response to the questions that you
asked, which | thought were all excell ent
questions, that is in fact what -- what we're
trying to do as well, all of us together. \What
we started out to do was to say, How can we
approach these cases where there is a rate
I ncrease and provide for necessary revenues to
the utility, at the sane tine | ook out for the
custoners that -- that we hit that proper
bal ance that is enough but not too nuch? And I
think that's what the Black & Veatch people were
speaking to and Mss Austin and -- and al so
Mss Peters, that's -- that's the kind of

bal ance that we're all | ooking at.
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So as a starting point | would say that
we have not raised any issue with sal aries,
amount of sal aries, amount of enployees. W
did, as | believe M. Overcast said, we -- we
| ooked at that. W |ooked at a history really
of where the enpl oyee count was of the utility
from oh, an extended period of tine really,
from several years past to -- to |looking out to
the future as to what it woul d be.

The other thing that | would say to you
Is, it's adifficult tine for enployees in
capital, but it's also a difficult tinme to try
to forecast how nuch power you're going to sell.
I mean, you know, how many units you're going to
spread whatever cost is that you ultimately
approve across what nunber of units. You've got
a lot of things going on at once. Last year we
had a historically cool sumer. Twenty-
seven percent | ower degree days than the typica
year. Add to that the fact that we have an
econom ¢ recession, it was al so ongoi ng and deep
seated and that affected the anmount of -- of
units that utility sold. So not only are you
trying to cal cul ate the anount of revenue

needed, but how many units that's going to be
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spread acr oss.

But before we get to -- before we get
to the individual points, let me talk a little
bit about the process and |I -- |'m acquai nted
with nost of the people here. |'ve been in this
busi ness across Kansas and M ssouri and Ol ahoma
for nore than 25 years and the typical way you
| ook at these situations is you try to |look at a
test year, which is a 12-year period i nmmedi ately
precedi ng when the rate case is going to be and
you | ook at those set of costs and then you
adj ust those forward for anything that you m ght
call would be known and neasurabl e changes.

What you're -- what you're going to do in the
future that m ght cost noney.

And the typical case in Kansas and
M ssouri -- let nme give you kind of a way that
this has been | ooked at by the legislatures in
Kansas and M ssouri. For those utilities that
are regul ated by the Kansas Corporation
Comm ssion, they usually give us 240 days to do
t hat, that study, which is eight nonths
basically. In Mssouri it's alittle |Ionger
than that. |In Mssouri they usually take about

-- | looked at the | ast couple of cases, Aquila
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and Kansas City Power and Light, and they
typically run from one year one nonth to one
year three nonths. So we're | ooking at a bl ock
of tinme for consideration by really boards |ike
you to | ook at these issues of about eight
nmonths to let's call it 14 nonths. That's the
normal way you | ook at that.

This case is a little bit different in
that, as correctly summarized by M. Overcast,
the -- what we're looking at is a block of tine
novi ng forward as well as a block of tinme in the
past, the so-called test year. He's trying to
estimate what the next four or five years | ook
li ke for the utility in terns of what their
enpl oyee needs are, what their capital needs
are, what their bonded indebtedness that Kathy
-- excuse ne -- Mss Peters spoke to, and so
it's a noving target going forward as well.

The other things that | wanted to speak
to you a little bit about and this was al so
di scussed sonewhat by Mss Peters is the class
cost of service and rate design studies. And
|l et ne give you just the very sinple
understanding of -- or as | understand it to be

very sinple statenent of that. C ass cost of
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service and rate design basically try to do cost
assignnment to the people who cause the expense.
It's mat chi ng expense and cause -- cause of that
expense toget her.

That is not an exact science. In this
case Bl ack & Veatch has presented one to the
Board. In the case that I'mcurrently handling
for a group of industrial custoners involving
Kansas Cty Power and Light on the Kansas side,
there are four cost of service studies found in
that case. There's one by the staff of the
Kansas Cor poration Conm ssi on, one sponsored by
the utility, one sponsored by the Ctizens
Utility Ratepayer Board, and a fourth sponsored
by the industrialists. So there are multiple
ways of | ooking at that issue by intelligent
peopl e who work in the field.

So therein cones sonewhat of the
di fference between what we have had and when we
| ooked at that cost assignnent and cost in
i ncurrence and were to place those, and we have
agreed though to go forward and | ook at that
carefully. W' ve tal ked about everything from
getting anot her independent study to us

presenting our own study, letting the Board
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deci de which they think is -- is best suited to
this particular utility and -- but we're
approaching that matter hopefully on a

t hought f ul basi s.

Now, |et ne speak to, if we could, a
little bit of what Mss Peters and M ss Austin
spoke to and that's initial rate revenue
I ncreases and rate increases. Basically the --
the staff of the BPU has made the case that
t here needs to be an imMmedi ate rate i ncrease of
-- of as they said 7 percent on the electric
si de.

And al t hough we may not necessarily
agree when the timng of that wll cone into
pl ace, whether it be 2010 or whether it be sone
| ater period of tinme, we did agree to that
because what we wanted to do was to, Ckay, let's
have the tine to really look at this in a bit
nore detail as we go forward. Because when you
| ook at the entirety of the rate increases that
are bei ng proposed here, they are scheduled to
cone in over about a four-year period and they
cone in in roughly equal increnents on a yearly
basi s.

So the idea was, Okay, we're all people
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of good faith. W're noving forward | ooki ng at
this in an intelligent manner. Let's get
started on the process. W always have these --
t hese periods to address, you know, for the
Board actually in the end to address whet her
we're right or wong as we go forward but we
need to take this first step together. So that
Is part of what we've done here.

We realize we haven't conpleted the
wor k but what we think we need to do is take a
first step to -- to then get that behind us and
to look at the rate design, to | ook at the
revenues needed in the future years on a nore
t horough basis and a -- a nore -- in nmy opinion
alittle nore business-like basis. W've
basi cally been working together pretty nuch
every day for the last two nonths trying to
figure these itens out. So that's the idea of
the first initial rate increase, the 7 percent
Ms. Peters spoke to.

Then the next piece and what we had
tal ked about is getting these items, concluding
them bringing themto the Board no later than
the end of Septenber | believe. And the reason

that that was done in that fashion was that we
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were trying to be on a budget, schedul e that
fits -- excuse ne -- we were trying to be on a
presentation schedule that fitted the way you
budget here at the utility.

So the idea was that we woul d conti nue
our work with the perm ssion of the Board and
that we would either agree to a -- a resol ution
to present to the Board on a several year basis
t hat goes out as schedul ed t hrough t hat
2012- 2013 period, or we have a day where we can
talk directly to the Board and present the case
to the Board at | east on a couple of points for
the Board to hear directly from our people.

Now, if I can talk a little bit if you
don't mind if |I could step over to the water
side. W do have an agreenent on the water side
for 2010 and 2011. So those -- those itens al so
have -- have a good start a little further al ong

in that regard. The water is actually alittle

easier to deal wwth. There aren't -- there
aren't as many expense itens. The -- the
schedul i ng of those expense itens is -- has nore

visibility to it.

So that is -- that I1s where we are. e

start fromthe point that certainly the -- it is






© 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

the responsibility of -- of this Board to
operate the utility in a manner that it can
operate and provide safe and reliable service.
Everyone agrees with that and you have a history
of being able to do that which runs decades and,
frankly, nore than probably a hundred year years
at this point in tine.

The -- but what we're trying to do is
hit that bal ance and really the balance in -- in
speaking to the Board nenbers question is, okay,
I f you can reasonably and with reliability | ook
at sone of those itens and schedule themin a
manner that may be a little easier for people to
handl e a year fromnow or two years from now as
hopefully the econony cones back and that
there's a bit nore cash avail able to address on
t hese i ssues than had been in the past, we're
hoping that tine will be on our side as we nove
forward and address sone of those itens.

Wiat we have tried to do as well as --
as that is to address the issues on an i Mmedi ate
basis, the two years on the water as | said, the
initial year on the electric service with the
commtnent to cone back to the Board no | ater

than the end of Septenber for the Board to nake
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a -- adetermnation -- | believe their neeting
I's schedul ed for October 6th as | recall -- to
-- to speak to those out years at -- at that
point in tinme.

As far as the environnental rider and
as far as the energy cost adjustnment that Bl ack
& Veatch spoke to, | would say that, yes, we're
-- | would second what the gentlenen said in
that regard. W're very close and | -- | don't
t hi nk we have any particular nmateri al
differences to those -- those issues and they --
are inportant issues.

Nunmber one, the environnental issue
needs to have a stream of i nconme because you're
maki ng a -- an investnent, a dedi cated
i nvestnent to the I ow NOx burners | believe that
you're tal king about. That's not particul ar
just to this utility. That's helping all over.
So l'mfamliar with that issue and that issue
has been handl ed in that fashion.

The -- the energy cost adjustnent also
is inportant and | think we're pretty close on
that, too, what's that's to do is we've tried to
put -- put a fence post around those areas where

we understand the predictabl e expenses and t hen
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you know what, we all know being in this

busi ness that there's sone unpredictable
expenses that occur and those are typically in
the -- in the fuel, either the purchase power
cost or -- or sonething of that nature. Maybe
you' re doing sone work at one of the facilities
and you're buying nore or | ess purchase power on
the grid.

There's going to be sone variation with
that and -- and basically the econom c cost
adjustnent is a matter in which those vari ati ons
t hat cone up which are unpredictable can be
handl ed. Again, that particul ar nechani sm for
recovering those costs are common in the utility
busi ness both in the Mdwest and all over the
United States.

So in summary, | would say to you that
whil e we may not have worked as quickly as the
Board would li ke us to work or hope that we
work, we are working diligently. Wat | would
say to you is, we are not outside the timefranme
for this kind of decision that you woul d
normal Iy see throughout the M dwest, that eight
nmont hs to 13-nonth bracket that we tal ked about

when we | ooked at that. And then | think I
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woul d ask the Board to give us sone

consi deration because this is one of the nost
conpl ex cases that |I've been involved with and
the conplexity of it relates to the fact that
we're trying to forecast the future as to what
the needs of the utility are; what the -- what
the interest rates in the bond nmarket are; how
much energy you'll likely be selling in the
future.

Al'l of those things are not easy things
to do but we have a | ot of good peopl e | ooking
at that and we are conmtted to working diligent
and to bring the Board back a resolution to the
remai ni ng years either by agreenent, which the
Board woul d t houghtfully consider at that tinme
or sinply a presentation of evidence and the
Board woul d therein decide -- discharge their
responsi bility by making a deci sion.

Sol -- I"'msorry | droned on too |ong.
| appreciate the courtesy of being here. Again,
I thank M. Gray and his staff for the work
t hey' ve done and Bl ack & Veatch for the work
t hat they've done. | think we have nmuch work to
do and | think with the Board' s perm ssion we'll

be back with greater visibility in just a short
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period of tinme. Thank you.

DAVI D ALVEY: M. Zakoura, you --
you woul d anti ci pate when you would ask for a
presentation to the Board?

JAMVES ZAKOURA: When | spoke with
the professional staff at the utility, they --
they informed ne of the budgeting process that
you do and it has to be and I think to neet your
criteria no later than say m d- Septenber. Am|
right, Mss Peters, that that's kind of --

ROBERT M LAN, SR.: That's about

the tinmefrane.

LORETTA COLOVBEL.: I thought
August was the tinmefrane we were | ooking at I|ike
the mddle -- mddle of August.

KATHRYN PETERS: I think what,

M. Zakoura, one of the things the Board asked
us for, what kinds of tinefranmes do they have to
give to you and to us to have the case fully
together so that all of the evidence will be in
front of them by m d- Septenber so that when we
cone to them by the end of Septenber they'll
have a chance to review things before they have
the presentation. And we've given them sone

ti me suggestions on filing of evidence by the
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I ndustrial group and by the BPU to neet the goal
of being done by the end of Septenber.
JAMES ZAKOURA: Thank you. |

m sunder stood t he question. |If what you and
M. Alvey are saying is should -- should we have
a -- should we have a docunentation or have

evi dence presented to you in August, the answer
s, yes, we can certainly do that with -- with
preparing for the Board to nake a decision in
Sept enmber .

LORETTA COLOVBEL: Thank you.

JAMES ZAKOURA: Ckay. O
what ever reasonabl e schedul e but --

JOHN PETTEY: We were | ooking at
August the 16th, which would be two nonths from
now, and then and they cone back by Septenber
t he 30t h.

JAMES ZAKOURA: | -- subject to
checking with clients, | would say that August
16 woul d be a schedul e we can neet, sir.

KATHRYN PETERS: And,

M. Zakoura, the staff then thought that if they
had an additi onal three weeks to respond or
Septenber 7th, the day after Labor Day, they

woul d have all of the evidence in front of the
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Board by m d- Sept enber.

JAMES ZAKOURA: That -- that
seens to ne certainly to be very a reasonable --
seens to be a very reasonabl e schedul e which we
can certainly neet. Thank you. And | think
scheduling it out that way is a good way of
approaching it.

MARY GONZALES: Well, | nean,

Il -- 1 would just |ike to have some assurance
that we are going to neet those deadlines
because | -- | feel, and no disrespect intended,
that, you know, we shoul d have maybe engaged a
little bit earlier. | know we're not KCP and |
know that's -- you know but | -- |I've sort of
been waiting on hearings, sone sort of witten
testi nony which | thought | understood on the

May 4th neeting that we were going to have from

the I ntervenors. Sol -- sol wuld like to
have assurance that we wll neet those
deadl i nes.

JAMVES ZAKOURA: Certainly | wll
provi de that assurance to you at this tine.
Thank you.

LORETTA COLOMBEL: Thank you.

JAMES ZAKOURA:  And -- and the
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criticisml| accept as being just. Thank you.

ROBERT M LAN, SR : Thank you.

PH LLI P CARSON: Any ot her
questions for M. Zakoura? Thank you.

M. Yarnell, do you have a statenment

you would li ke to nake?

RI CK YARNELL: Rick Yarnell.
Good evening, |ladies and gentlenen. | do have
sone things | would |like to address to the
specifics for the recommendati ons of the

pr of essi onal staff and Bl ack & Veatch have nade.

One thing, concerning the industrial -- I'm
sorry -- the energy rate conponent rider. The
agreenent to keep the $2.6 nmllion cost a firm

capacity in the base rates rather than noving it
to the ERC is sonething that is wise. Also the
I mpl ement ati on of the environnmental surcharge is
also very wwse. As you all know, we are going
to have many, many costs of environnental
concerns going to be facing us in the future and
| do believe this needs to be inpl enented.

There are two things that I'mreally
concerned about. One, is that | would like to
rem nd the Board that when the conbustion

turbine No. 4 was put into place in 2004, the
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bonded cost for that was 34 and a half mllion
dollars. The CT5 as presented in the cost of
service study that is expected to be put in,
that cost is projected to be well north of

$70 mlIlion, which is doubling in quite a few --
in very few years.

Del ay of putting that in nakes ne very

concerned that the cost wll continue to
skyrocket. [|If the econony does inprove, true
the BPU will get nore revenues, but the cost of

commodi ties as you well know are going to
skyrocket with it. W have seen $140 barrel
oil. As you well know the cost of copper, the
cost of steel, the cost of all comodities that
go into building these things are going to
skyrocket if the econony i nproves.

And | really do believe that del ayi ng
the cost or delaying this inplenmentation of the
CT5 wll probably put the cost well north of
$80 mllion and that is just unw se to del ay
this. So | would urge the staff to pl ease
consider putting this in as soon as possi bl e.
It is needed and a delay will only raise the
cost to the custoners.

The last item| would |ike to point out
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Is that the cost of service studies, a very good
one | mght say, pointed out that the small and
medi um si ze busi nesses have been payi ng nore
than their cost of service for quite a few
years. The residential and the | arge power
sources of which M. Zakoura is representing a
few of those custonmers toni ght have not been
payi ng their cost of service.

And when you are going to consider a
7 percent across the board rate increase to all
cl asses, then you are putting a 7 percent rate
I ncrease to those classes, the snall and nedi um
si ze businesses that are struggling, to those
t hat have al ready been paying nore than their
cost of service. And as you go forward and
t hi nk about this, you m ght consider whether or
not that would be a wi se choice. And thank you
for your tinme.

PH LLI P CARSON: At this point

are there any Board nenbers that would like to

make a st atenent ?

LORETTA COLOVBEL.: I would |ike
to say sonething to M. Yarnell and -- and | do
appreci ate your observations. And -- and |
think we -- we have | ooked at that and that's
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what we're waiting on the intervenors for the
rate design so that we can adjust and nake sure
t hat everyone is paying what it cost us to
provide to themand so | do want to thank you
for those statenents.

RI CK YARNELL: Thank you.

ROBERT M LAN, SR : I would Iike
to thank you for your comments and first tine |
had an opportunity to hear your position. It is
wel | taken in consideration and thank you for
your val uabl e i nput.

PH LLI P CARSON: Ladi es and
gentl enen that -- whatever --

JOHN PETTEY: Il -- I would --
woul d suggest as a Board we would vote for the
7 percent across the board for power, the

8 percent for electric to go into effect on July

t he 1st.

DON GRAY: Eight percent for
wat er .

JOHN PETTEY: Ei ght percent for
water -- I'msorry -- on July the 1st, 2010 but

with the understandi ng these di scussions w ||
continue as you di scussed tonight and there w |

be no changes in the cost of service study and
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it wll stay as it stands until your discussions
are -- are conpleted and we'll see what the
recomendati ons then cone back for 2011, '12 and
"13. And | see where we're tal king August -- by
August the 16th to get us this which would give
us tine for a final Septenber 30th to hear it
all and then we would vote on Cctober the 6th to
see what we woul d decide fromhearing all the
final argunents for both sides.

ROBERT M LAN, SR : WII you put
it in a formal notion?

JOHN PETTEY: That's a
suggestion. |f sonebody wants to nake a noti on,

t hat woul d be fi ne.

ROBERT M LAN, SR : | will nake a
nmotion to -- for the suggestion -- the
suggestions -- any nore comment before |I make a

nmot i on?

JOHN PETTEY: You know what ,
bef ore we nmake this notion there are several
ways we could do it. Wien we -- we woul d nake
the notion to accept July 1st for this and then
would -- would we then want to approve an
interimelectric increase of 7 percent for 2011,

12 and '13, and then the water increase would
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be 8 percent for 2011, 7.5 for 2012, and ' 13
effective January 1st of each year which
would -- this would all be spread across the
board. Just --

LORETTA COLOVBEL: Wbul d that
nmotion be an interimnotion --

KATHRYN PETERS: My | -- may

LORETTA COLOMBEL: -- before the
testi nony we woul d recei ve i n August?

KATHRYN PETERS: May | correct
one thing. On the water, we do not recommend
spreadi ng that across the board. There's rate
design built into the water increase and at this
poi nt we've received no indication that there's
any concerns about that. So we woul d have the
2011 water increase be as set forth in the cost
of service study. Any changes from'12 -- '11,
12 and ' 13 woul d be upon further
reconmendat i ons, pl ease.

ROBERT M LAN, SR : Separate
i ssue then. Ckay. Thank you.

KATHRYN PETERS: And | apol ogi ze,
we did not nake that clear to you in our

presentation that the cost of service were
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related to electric.

LORETTA COLOVBEL: So, John, vyour
notion is to accept 7 percent electric,
8 percent water July -- effective July 1.

JOHN PETTEY: July 1.

LORETTA COLOMBEL: That --

JOHN PETTEY: And then --

LORETTA COLOVBEL: Not nore than
7 percent for '11, '12 and ' 13 depending on the
testinmony from M. Zakoura that that is subject
t o change?

JOHN PETTEY: Ri ght.

LORETTA COLOMBEL: AmM -- am -- am
| understanding that -- that's a correct notion?

ROBERT M LAN, SR : Subject to
what ?

MARY GONZALES: Subject to
testinony fromthe --

TERRY EI DSON: Subject to
testinony fromthe intervenors.

LORETTA COLOVBEL: Right, yes.
It's subject to change. |In other words, it's
there but we -- we are allow ng them and we need
to hear their testinony but this allows us to go

ahead and proceed forward.
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JOHN PETTEY: Correct, it
would -- right.

ROBERT M LAN, SR : Ckay. Are we
clear now? Make sure we're clear.

DON GRAY: Just so | understand
now what about the water, | know we had
di scussed 2011, but we al so were | ooking at
future years for water as well. So do we want
to also insert water in that?

MARY GONZALES: M. Zakoura said
t hey were agreed on 2010 and 2011 in water, is

that correct?

JOHN PETTEY: Well, is that two
not i ons?

KATHRYN PETERS: Yes.

ROBERT M LAN, SR : Yeah, that's
two -- two separate issues here.

JOHN PETTEY: Ch, okay.

ROBERT M LAN, SR : Be carefu
NOW.

JOHN PETTEY: So we -- we need a
noti on to approve.

KATHRYN PETERS: May | suggest
noti ons to you?

MARY GONZALES: Yes, please.
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ROBERT M LAN, SR : WII you
summari ze that because we have two different
t hings. Thank -- thank you.

KATHRYN PETERS: 1'mgoing to
first suggest an electric notion and that is
that you npbve that you approve a rate increase
effective July 1, 2010 for 7 percent on an
across the board basis.

DAVI D ALVEY: So noved.

ROBERT M LAN, SR : | second the
not i on.

TERRY EI DSON: Wt hout any
di scussion or nothing that relates to what
M. Zakoura and the other intervenors are going
to --

KATHRYN PETERS: | think that you
shoul d give those directions as well. | just
was giving you a separate notion. But | think
these all have to be contingent on presentation
to you by no later than the end Septenber, the
final reconmmendati ons.

TERRY EI DSON: "1 -- 1"l go
along with that.

ROBERT M LAN, SR : Put those

dates in every -- because it would be one-step
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deal ; the date, the tine, et cetera, please.

KATHRYN PETERS: Ckay. Let --
let's start with the -- the notion then that you
direct the --

LORETTA COLOVMBEL: W -- we had a
notion on the floor. Bob, did you hear --

ROBERT M LAN, SR : I thought it
was on a notion because | seconded it. Wthdraw
nmy second. Make it over.

KATHRYN PETERS: | suggest that
you direct that the foll owi ng schedul e be
approved for the conpletion of this rate
hearing, that the -- all -- all intervenors be
directed to pre-file any testinony by no | ater
t han August 16th two nonths from toni ght, that
t he BPU staff and engineers be directed to file
any rebuttal testinony by no later than
Septenber 7th and that the -- any presentation
-- and that any recommendati ons to the Board be
provided to you by the end of Septenber.

LORETTA COLOVBEL: Davi d?

DAVI D ALVEY: So noved.

ROBERT M LAN, SR : | second this
time. Thank you.

JOHN PETTEY: Roll call, please.
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DAVI D ALVEY: Do we need a
separate notion for the --

LORETTA COLOVBEL: Do the roll
call first.

DAVI D ALVEY: Ckay. Very good.

TERRY EI DSON: Wul d soneone read
t he noti on agai n, pl ease.

(Wher eupon, page 46, line 12,
t hrough page 46, line 18 was read by the
reporter.)

LORETTA COLOVBEL: Whuld it be
suggested we do anot her notion?

KATHRYN PETERS: Sure, 1'Il just
go ahead and --

LORETTA COLOVBEL: We woul d have
to wit hdraw agai n the second.

KATHRYN PETERS: [l -- maybe
"Il just say what | think the notion was and
that is that the intervenors -- all intervenors
be directed to file their pre-file testinony by
no | ater than August 16th two nonths from today.
That the BPU staff and its engi neers be directed
to file any rebuttal testinony by no |ater than
Septenber 7th so that this matter may be

presented to the Board by no |l ater than the end
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of Sept enber.
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DAVI D ALVEY. 2010.

KATHRYN PETERS: 2010.

TERRY EIDSON: And the rate?
KATHRYN PETERS: | think that you

-- we're suggesting that you take these notions

up separately.

So that was just that notion on

-- on the timng and then I would give you

noti ons on the rates after this.

DAVI D ALVEY: So noved.

TERRY EI DSON: Second.

ROBERT M LAN, SR : Second.

JOHN PETTEY: Roll call, please.
JODY BCEDING Roll call on the

not i on. M ss Col onbel ?

LORETTA COLOVBEL: Aye.

JODY BCEDI NG M ss Gonzal es?
MARY GONZALES: Aye.

JODY BOEDI NG M. Ei dson?
TERRY EI DSON:  Aye.

JODY BCEDING M. Alvey?
DAVI D ALVEY: Aye.

JODY BOEDI NG M. MIan?
ROBERT M LAN, SR : Aye.

JODY BOEDI NG M. Pettey?
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JOHN PETTEY: Aye.

JODY BCEDI NG  Mbdtion carri es.

KATHRYN PETERS: My -- ny
under st andi ng was that you wanted that as a
separate notion because all of your other
noti ons woul d be predicated on that. The
reconmmendati on then of -- of the staff would be
that you approve a rate increase -- a -- a
i ncrease in revenues from base rates for
electric of 7 percent effective July 1, 2010,
such rates to be spread across the board.

LORETTA COLOVBEL.: Motion --

JOHN PETTEY: Have the water on
t here al so?

LORETTA COLOVBEL: No we're going
to have separate. Mdtion would be effective
July 1st and 7 percent across the board rates
for electric.

DAVI D ALVEY: Second.

JOHN PETTEY: Roll call, please.

JODY BCEDING Roll call on the
nmoti on. M ss Col onbel ?

LORETTA COLOVBEL: Aye.

JODY BCEDI NG M ss CGonzal es?

MARY GONZALES: Aye.
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JODY BOCEDI NG M. Ei dson?

TERRY EI DSON:  Aye.

JODY BCEDING M. Alvey?

DAVI D ALVEY: Aye.

JODY BOEDI NG M. MIan?

ROBERT M LAN, SR : Aye.

JODY BOEDI NG M. Pettey?

JOHN PETTEY: Aye.

JODY BCEDI NG  Mbdtion carri es.

KATHRYN PETERS: And then a
noti on, again, as recommended by the -- the
staff and also the -- the industrial intervening
group that you approve a water increase of
8 percent over revenues fromthe existing base
rates to be effective July 1st, 2010 with costs
to be allocated as set forth in the water cost
of service study.

DAVI D ALVEY: So noved.

TERRY EI DSON: Second.

JOHN PETTEY: Roll call, please.

JODY BCEDING Roll on the
nmoti on. M ss Col onbel ?

LORETTA COLOVBEL: Aye.

JODY BCEDI NG M ss CGonzal es?

MARY GONZALES: Aye.
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JODY BOCEDI NG M. Ei dson?

TERRY EI DSON:  Aye.

JODY BCEDING M. Alvey?

DAVI D ALVEY: Aye.

JODY BOEDI NG M. MIan?

ROBERT M LAN, SR : Aye.

JODY BOEDI NG M. Pettey?

JOHN PETTEY: Aye.

JODY BCEDI NG  Mbdtion carri es.

KATHRYN PETERS: And | woul d ask
is it the Board's pleasure that you approve
interimrate increases for 2011, '12 and '13?

LORETTA COLOVBEL: Yes.

KATHRYN PETERS: Pendi ng --
pendi ng final decision follow ng the conpl eti on
of the filing of all testinobny on revenue
requi rements, cost allocation, and rate design
matters? And if you tell us what percentage you
want to increase in those years, |'l|l go ahead
and give you the formof that notion.

JOHN PETTEY: Well, we're | ooking
at 7 percent 2011, '12 and '13 effective January
t he 1st of each year for power. Water woul d
be --

LORETTA COLOVBEL: Separate
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nmot i on, John.

JOHN PETTEY: Pardon?

LORETTA COLOVBEL: Separate
not i on.

JOHN PETTEY: Water woul d be
8 percent for 2011, 7.5 -- 7.5 for 2012 and ' 13
effective January the 1st.

TERRY EI DSON: Excuse ne, |
t hought we had al ready approved the water.

KATHRYN PETERS: These woul d be
for the interimincreases for 11, '12 and ' 13
and | ask --

TERRY EIDSON: W're -- we're not
voting on the -- on the water as such the way it
was present ed?

KATHRYN PETERS:. You've approved
t he water increase for 2010.

TERRY EI DSON:  Only 2010.

KATHRYN PETERS: Only 2010. So
the -- the question then is if it's your
pl easure to have interimincreases | just ask
what direction fromthe Board of the percentages
to give you in the formof the notion.

ROBERT M LAN, SR : That i ncl udes

havi ng an additional rate hearing, is that
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correct, in the interin®
KATHRYN PETERS: Yes, that --
t hat neans that you will receive evidence on --
ROBERT M LAN, SR : Yes --
KATHRYN PETERS: -- these
matters.
ROBERT M LAN, SR : -- thank you.
TERRY EI DSON: Were there any
i ntervenors on the water?
KATHRYN PETERS: Yes.
ROBERT M LAN, SR : | nake the
notion to accept the interimincrease on the

wat er side as reconmended by counsel .

JOHN PETTEY: Well -- okay, we'll
go water first. That'd be -- would take two
not i ons.

MARY GONZALES: 1'll second

M. MIlan's notion.
JOHN PETTEY: Roll call please.
JODY BCEDING Roll call on the
nmoti on. M ss Col onbel ?
LORETTA COLOVBEL: Aye.
JODY BCEDI NG M ss Gonzal es?
MARY GONZALES: Aye.
JODY BOEDI NG M. Ei dson?
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TERRY EI DSON:  Aye.

JODY BOEDING M. Alvey?

DAVI D ALVEY: Aye.

JODY BOEDI NG M. MIan?

ROBERT M LAN, SR : Aye.

JODY BOEDI NG M. Pettey?

JOHN PETTEY: Aye.

JODY BCEDI NG  Mbdtion carri es.

JOHN PETTEY: Now we need a
notion for electric interim approve electric
for 7 percent for 2011, '12, and '13 effective
January the 1st.

LORETTA COLOVBEL.: I'1'l make a
notion at the -- January the 1st of each year
for 2011, '12, and '13, 7 percent electric.
Interim correct?

ROBERT M LAN, SR : I s that
across the board?

KATHRYN PETERS: No, no, no.

LORETTA COLOVBEL: It's interim
' msorry.

KATHRYN PETERS: That's an

interimincrease.

LORETTA COLOVBEL: That's interim

because we're waiting on testinony.
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KATHRYN PETERS: Correct. And,
in fact, it would be our expectation that you
woul d have recommendati ons on rate design and
cost all ocati ons.

MARY GONZALES: 1'Il second that
not i on.

JOHN PETTEY: Roll call please.

JODY BCEDING Roll call on the
nmotion. M ss Col onbel .

LORETTA COLOVBEL: Aye.

JODY BCEDI NG M ss Gonzal es?

MARY GONZALES: Aye.

JODY BOEDI NG M. Ei dson?

TERRY EI DSON:  Aye.

JODY BCEDING M. Alvey?

DAVI D ALVEY: Aye.

JODY BOEDI NG M. MIan?

ROBERT M LAN, SR : Aye.

JODY BOEDI NG M. Pettey?

JOHN PETTEY: Aye.

JODY BCEDI NG Mbdtion carri es.

KATHRYN PETERS: M. Zakoura or
M. Yarnell, if you have anything el se to put
before the Board this evening, |et nme know.

O herwise, | think we'll ask the hearing officer
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to continue the hearing to a date to be
det er m ned.

JAMES ZAKOURA: Thank you. |
have not hing further.

RI CK YARNELL: | do have one
question. It's ny understandi ng toni ght that
you have approved as you called it interimrate
I ncreases for the years 2011, '12 and '13 to
el ectric base revenues and that's 7 percent or
so for those years of base revenues subject to
t he design of cost of service?

LORETTA COLOMBEL: Correct.

RI CK YARNELL: That does not nean
across the board?

LORETTA COLOVBEL: Correct.

ROBERT M LAN, SR : No, no.
That's cl ear.

TERRY EI DSON:  Thank you.

PH LLI P CARSON: Ladi es and
gentlenmen, that -- the rate hearing is continued
subject to call to be rescheduled. | think
that's it. Thank you.

DON GRAY: Thank you, M. Carson.

PH LLI P CARSON: You bet.

DON GRAY: |tem 18 is board
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comrent s.
JOHN PETTEY: M ss CGonzal es?
MARY GONZALES: | have no
comrent s.
JOHN PETTEY: M ss Col onbel ?
LORETTA COLOVBEL: | just want to

thank the staff and the i ntervenors, M. Zakoura

and M. Yarnell, Black & Veatch. | know
everybody has -- has worked and wor ked and
worked and | -- and | have to conplinent the
Board. | think we have worked just as hard. So

t hank you all and thank you Board | think we're
-- I am-- 1 am pl eased that we've had a ful
affirmati ve vote fromthe Board to nove our
utility forward.

JOHN PETTEY: M. MIan?

ROBERT M LAN, SR : | just want
to thank the Board for their concern and
consideration of the job that's before us. It's
a tough decision to nake. Sonetinmes not
properly, but that's what we are here to do the
best we can do under the circunstances, and I
appreciate listening to the testinony so we can
be clear in the direction we're supposed to be

goi ng here. Thank you.
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JOHN PETTEY: M. Alvey?

DAVI D ALVEY: Again, | think that
t he work that everyone has done we're -- what
we're trying to do and what we will acconplish
is we wll rebuild the infrastructure of the
BPU. We will provide reliable power and water.
W will secure the utility into the future.

JOHN PETTEY: M. Eidson?

TERRY EI DSON: | have no
coment s.

JOHN PETTEY: | would only say |
agree with what the rest of the board nenbers
have said and thanks for their tinme spent and
t hank you for -- intervenors for their tine and
our -- our staff. M. Gay?

DON GRAY: Al so representing
staff | certainly want to thank the Board for
their consideration and also allow ng us to nove
forward. | know these are difficult decisions
for a Board to make in raising rates and we
can't thank you enough for your due diligence.
Al so want to thank Ji m Zakoura, his coments
this evening, R ck Yarnell, his coments, and
al so Black & Veatch for being in attendance. Ed

Overcast, we had to ask himto cone in from out
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of town on an energency to get here and he was
happy to do that for us and | can't thank Ed
enough for that. Also want to thank Kathy
Peters again for representing us. | appreciate
it.

Just staff for all the hard work. |
know a |l ot of hours with all the -- the data

requests and all the information that was

requested. It takes a lot of tine and effort to
put all that together and | just want to thank
staff for being able to -- to neet the deadlines

and to get the information out. Again thanks
for all your hard work and that's all | have.

JOHN PETTEY: The next item we
have an executive session to discuss a | egal
matter not to exceed a half an hour. Entertain
a notion to go into --

LORETTA COLOVBEL: WIIl there be

anything --

JOHN PETTEY: No, there will be
no vote after the -- after the session and 20
after.

MARY GONZALES: | nove we go into
executi ve session not to exceed 30 m nutes.

JOHN PETTEY: It's twenty-five
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after. That wll work?
LORETTA COLOVBEL: Second.
DAVI D ALVEY: Second.
JOHN PETTEY: All in favor?
(Board responds aye.)
JOHN PETTEY: Opposed?
(No response.
JOHN PETTEY: Mbtion carried.
(Proceedi ngs concl uded at 7:19 PM)
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CERTI FI CATE

I, Kinberly R Geiner, a Certified
Short hand Reporter of the State of Kansas, do
hereby certify:

That prior to being exam ned the
W tness was by me duly sworn;

That sai d proceedi ng was taken down by
me in shorthand at the tine and pl ace
her ei nbefore stated and was thereafter reduced
to witing under ny direction;

That | amnot a relative or enpl oyee
or attorney or counsel of any of the parties, or
a relative or enpl oyee of such attorney or
counsel, or financially interested in the
acti on.

W TNESS ny hand and seal this 16th day
of June, 2010.

Kinberly R Geiner, RV CRR
KS CSR # 1140
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           1             (Proceedings commenced at 6:08 PM.)



           2                     DON GRAY:  Item 7 of the agenda



           3      continuing of the rate hearing.  I would call



           4      Judge Carson.



           5                     KATHRYN PETERS:  With your



           6      permission I would like Judge Carson to step



           7      over to the table so that he can preside over



           8      the rate hearing.



           9                     PHILLIP CARSON:  My name is



          10      Phillip Carson.  I'm the hearing officer for



          11      purposes of the Kansas City Board of Public



          12      Utilities 2010 rate hearing.  We last had a -- a



          13      hearing on the proposed rate increase on May



          14      4th, 2010.  It was left open or continued from



          15      that time.  I'm going to reopen the -- the rate



          16      hearing as far as parties and appearances, are



          17      there any intervenors or their counsel present?



          18      If so, please stand and state your appearance or



          19      name.



          20                     JAMES ZAKOURA:  Good evening,



          21      Judge, James P. Zakoura of the law firm of



          22      Smithyman and Zakoura and I am counsel for the



          23      intervenors; Owens Corning, Griffin Wheel,



          24      Certain-Teed Products, Water One, General



          25      Motors, and KU Medical Center.
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           1                     PHILLIP CARSON:  Thank you, sir.



           2      Any other intervenors or their attorneys



           3      present?  Sir?



           4                     RICK YARNELL:  Rick Yarnell, 2424



           5      Nebraska Court.



           6                     PHILLIP CARSON:  All right.



           7      Thank you, Mr. Yarnell.



           8               And, Miss Peters, you're here on behalf



           9      of the Board of Public Utilities and I



          10      understand that you have a presentation or a



          11      statement you'd like to make.



          12                     KATHRYN PETERS:  That -- that's



          13      correct, Mr. Carson, and I would like to



          14      identify a few people in the audience, take this



          15      opportunity.  We have three of our engineering



          16      consulting firm experts with us this evening.



          17      Craig Brown is here and Ed Overcast is here.



          18      I'm not sure if Bob -- and Bob Grady is here and



          19      I believe that they have been previously sworn



          20      and may make statements this evening as well.



          21                     PHILLIP CARSON:  That will be



          22      fine.  Please consider yourselves as still under



          23      oath.



          24                     KATHRYN PETERS:  Ladies and



          25      gentlemen of the Board, members of the audience,
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           1      and, Mr. Carson, I would like to summarize what



           2      has happened since the rate hearing was



           3      continued on May 4th.  The BPU has received a



           4      number of data requests on behalf of the



           5      industrial group, which it has responded to.  It



           6      has provided evidence to the -- to the



           7      industrial group about its revenue requirements.



           8      It -- the staff has also taken a look at the



           9      underlying assumptions in the cost of service



          10      studies, both the water and the electric cost of



          11      service studies, and has basically agreed with



          12      all of those assumptions.



          13               The BPU staff has asked its engineering



          14      consultants to examine a few facts in the -- in



          15      the assumptions and the cost of service studies



          16      as to the timing of certain expenditures and the



          17      amount of certain expenditures, and some of



          18      those expenditures have moved from a current



          19      timeframe to either a few months or in some



          20      cases to a year later.



          21               Examples of these include that some of



          22      the assumptions on the number of filled



          23      vacancies at this point in time have not been



          24      completely satisfied.  There are a fewer



          25      employees in 2010 than the cost of service study
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           1      assumed.  There have been assumptions as to



           2      certain O&M expenses and some of those current



           3      expenses are slightly lower than the assumptions



           4      set forth in the cost of service study.  There



           5      has been a major capital project, which in the



           6      electric supply area has -- by the manager of



           7      the electric supply has -- has moved one year



           8      later and that's the CT5.  So some of the major



           9      cost drivers in the early years have moved



          10      slightly and or been reduced slightly into later



          11      years.



          12               We have spent most of our time talking



          13      with the -- with the industrial customer group



          14      about these revenue requirements and have, I



          15      believe, been satisfied with the -- with the



          16      material that we've provided them.  We've also



          17      discussed the two major riders which were



          18      noticed up, and one of them has some slight



          19      modifications to the ERC.  We've discussed the



          20      BPU's position on some of the ERC recovery



          21      matters and have fully explored pending trends



          22      that may affect the ERC.



          23               And, finally, we've talked about the



          24      environmental surcharge or ESC Rider, which was



          25      one of the riders which we have recommended for
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           1      your consideration.  And I believe that we have



           2      -- have basically reached agreement on the



           3      structuring of the ESC and substantial agreement



           4      on the ERC.  There are some matters which we



           5      will continue to tweak, but basically the



           6      approach as to both riders I think have been



           7      agreed to.



           8               The cost of service study and the rate



           9      design and cost allocation have not yet been



          10      fully flushed out.  We, as I said, have spent a



          11      great deal of time talking about revenue



          12      requirements, the ERC and the ESC, and have not



          13      yet begun serious consideration of rate design



          14      and cost allocation.  There's been one rate



          15      design matter that has been discussed and that



          16      has to do with the AMR, AMI project.  As you



          17      know, a substantial amount of that project



          18      includes the installation of smart metering and



          19      the engineering consultants have indicated that



          20      it would be appropriate to take the meter costs



          21      and assign those directly to the customer



          22      classes.



          23               In other words, that instead of



          24      spreading a meter cost across the board, the



          25      cost of residential meters would be assigned to
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           1      the residential class, weighted cost of



           2      industrial meters would be assigned to the



           3      industrial class and the like.  And that's



           4      the -- that is a slight modification in the cost



           5      allocation methods set forth in the cost of



           6      service study.



           7               At this point, as others will tell you,



           8      we are -- we believe that we are in agreement



           9      concerning the July 1, 2010 rate increase that



          10      that should be a 7 percent increase.  We are not



          11      in agreement concerning the amount of an



          12      increased to commence January 1, 2011.  The



          13      industrial group believes that a smaller



          14      increase than set forth in the cost of service



          15      setting would be warranted.



          16               The staff had looked at some of these



          17      shifting of costs out of the 2011 time period to



          18      see whether or not staff could reasonably



          19      recommend a lower increase than 7 percent in



          20      2011, and staff had examined this with its



          21      engineering consultants and felt that if -- if



          22      appropriate, the staff could recommend an



          23      increase of up to -- of 5 percent in 2011 on the



          24      electric side.



          25               The 2012 and '13 revenue expenses have
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           1      not yet been fully flushed out, but the reason



           2      that the staff felt it could recommend no less



           3      than a 5 percent increase in 2011 was that if



           4      you look at project -- now projected



           5      expenditures in 2012 and '13, we would not have



           6      lower than the days cash on hand at the end of



           7      the study period and lower than the target debt



           8      service coverage ratio at the end of the study



           9      period.



          10               As far as the water side goes, the



          11      staff and the -- and the industrial customers



          12      were in basic agreement that the 2010 revenue



          13      increase of 8 percent January 1 was appropriate.



          14      The industrial group had asked the staff whether



          15      they could recommend for settlement purposes a



          16      7 percent increase in 2011 on the water side and



          17      the staff looked at some -- again, some of the



          18      costs that shifted out of 2011 and these



          19      matrices and determined that the staff could for



          20      settlement purposes recommend a 7 percent



          21      increase.  We have not, as I said, reached



          22      agreement with the industrial group for -- for



          23      electric in -- in 2011.  We also discussed, as I



          24      mentioned, the billing of the meters, that that



          25      would be done -- that could be done, as our
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           1      engineering consultants have advised us, could



           2      be done on the basis of a direct cost



           3      assignment.



           4               We had discussed several matters



           5      relating to the ERC, and after review would



           6      agree that the existing $2.6 million, a known



           7      capacity cost based on our firm long-term supply



           8      contracts, could remain in the ERC as it



           9      presently is instead of -- sorry -- could remain



          10      in base rates as it presently is instead of



          11      removing to the ERC.  I think that, as I say,



          12      there are some additional discussions about



          13      future ERC firm capacity matters but we are



          14      continuing those discussions and we feel that



          15      those are going well.



          16               On the environmental surcharge, the



          17      staff had always felt that this should be



          18      limited to major capital projects, major capital



          19      environmental projects that were not otherwise



          20      recovered through the base rates.  And the



          21      staff's original thought on the ESC was that



          22      that should be projects that were bond financed.



          23      We had included in the ESC language that would



          24      allow certain cash financed projects.  After



          25      discussing this with the environmental group,
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           1      we're comfortable that any cash expenditures



           2      would have to be tied to major projects that had



           3      been substantially funded with -- with bonds.



           4               Using the low NOx burner as an example,



           5      we have $40 million allocated for the low NOx



           6      burner project.  Expected to recovered it all



           7      through bonds.  But suppose that you had change



           8      orders toward the end of that that might have



           9      another million or two.  We think it's



          10      appropriate that, you know, that million or two



          11      would be recovered the same way through the ESC.



          12      And we also agreed with the industrial group



          13      that this is such a substantial imposition of a



          14      rider that we would be hap -- we would be



          15      comfortable evaluating that the way that we've



          16      done the rate stabilization rider.  That is that



          17      we have to give advance notice of any



          18      application of the ESC and have a group have the



          19      opportunity to take a look at that before it's



          20      imposed.



          21               But certainly what we're doing now



          22      through this rate process on the low NOx burner



          23      project, taking that to the Board, and we said,



          24      well, that's what we're doing with the rate



          25      stabilization rider.  And imposing a rider for a

�

                                                                 12







           1      major environmental project seems like having



           2      that kind of transparency would be consistent



           3      with what the Board has done in the past.  The



           4      environmental group -- the environmental



           5      projects that we now know of of course are just



           6      the low NOx burner, but this will give plenty of



           7      time for everyone's planning purposes for the



           8      implementation of this rider.



           9               One of the things that the -- that the



          10      industrial group requested is the opportunity to



          11      address the Board to make a presentation on a



          12      couple of things.  One of those is revenue



          13      requirements.  As I said, the industrial group



          14      feels that the revenue requirement for 2011 is



          15      not as great as the BPU staff does.  And the



          16      second one is that the industrial group, as I



          17      indicated, wants to address the Board on cost



          18      allocation and rate design matters and they



          19      indicate that they have a strong opinion on



          20      that.



          21               And Mr. Zakoura is here this evening



          22      and I'm sure that he will want to take the



          23      opportunity to talk to the Board about this.



          24      What I would suggest at this time though is that



          25      we ask Ed Overcast with Black & Veatch to
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           1      address you further on some of these matters,



           2      and then ask Lori Austin to address you further



           3      on some of these matters.  Then we'd like to



           4      give Mr. Zakoura the chance to address you and



           5      Mr. Yarnell, if he wishes to, the chance to



           6      address you as well.



           7               If you have any questions for me, I'd



           8      answer them now or perhaps let Mr. Overcast and



           9      Miss Austin kind of flush out this summary that



          10      I've given you.  So I'd ask Ed Overcast to



          11      address the Board and.



          12               Again, Mr. Carson, he was previously



          13      under oath.



          14                     PHILLIP CARSON:  That's correct.



          15                     ED OVERCAST:  Good evening.  I'm



          16      Ed Overcast.  I'm a director with Black &



          17      Veatch.



          18                     KATHRYN PETERS:  I apologize.



          19      I'm going to say one other thing.  I -- I do



          20      apologize.  When I was doing my introductions I



          21      looked at the phone and forgot to mention that



          22      Mike Gorman with Brubaker and Associates is



          23      attending the board meeting by phone.



          24               Mike, are you there?



          25                     MIKE GORMAN:  Yes, I am.  Good
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           1      evening.



           2                     KATHRYN PETERS:  Thank you.



           3                     ED OVERCAST:  As I said, I'm a



           4      director with Enterprise Management Solutions,



           5      the consulting division of Black & Veatch, and I



           6      have filed testimony in support of the cost of



           7      service studies and rate design proposals that



           8      we have made to the Board on behalf of the BPU



           9      staff.  And what I want to do tonight is talk



          10      just a little bit about the rate planning



          11      process and to give you some -- some things that



          12      we think are important as part of the overall



          13      process.



          14               And it's important to understand that



          15      this BPU rate plan is not driven by the cost and



          16      revenues in any single year.  In fact, this rate



          17      plan is based on a five-year forecast and that



          18      five-year forecast is a series of four 7 percent



          19      increases designed to meet the financial targets



          20      of 60 days of operating cash and a debt service



          21      coverage of 1.6 times.  Now these goals



          22      represent what's really the minimum financial



          23      requirements for maintaining your current



          24      favorable bond rating and they also represent



          25      your Board financial policy requirements.
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           1               So we are set a goal and we're not --



           2      we're not just looking at today.  We're looking



           3      today and at the end of this five-year period we



           4      want to reach those goals.  So we're moving a



           5      little bit each year and we said, What kind of



           6      rate increase do you need each year over this



           7      period for four periods to get to those goals at



           8      the end of fifth year?



           9               As -- as part of our discussion with



          10      the industrial customer group, we have taken



          11      additional information -- let -- let me back up



          12      and tell you that this plan is predicated on



          13      information provided to us by the BPU staff that



          14      runs through November of 2009.  So that's the



          15      data that the forecast is based on, okay.



          16               We have used additional information and



          17      this is -- this is common in rate cases where



          18      you update your information for things that you



          19      know have happened, and we've looked at



          20      additional data that goes from December of 2009



          21      up through about the end of May 6 of this year.



          22      So -- so we have a picture of some things that



          23      have changed over that time period.  And as a



          24      result of those changes, and we -- we have



          25      updated our forecast and we've said that we
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           1      could meet the goal in 2011 that we had set as



           2      part of getting to the end goal in 2014 with a



           3      5 percent rate increase, at -- at least that, at



           4      least 5 percent.



           5               And it's very important that we -- that



           6      we agree on 2012 and '13 as well so that we



           7      actually reach that goal.  Because anything we



           8      take out in the early years, we can't get more



           9      than 7 percent in the later years.  So if we



          10      take out too much we wouldn't reach the goal.



          11      But we were unable to reach an agreement on this



          12      5 percent amount.  The industrial customers felt



          13      that a lower number was possible.



          14               In addition to this detailed discussion



          15      and -- and we -- we've spent a lot of time



          16      discussing these issues and -- and exchanging



          17      information with the industrial customers



          18      related to the revenue requirements, we've



          19      discussed changes related to the ERC Rider and



          20      the new ESC Rider.



          21               And I think Kathy described it pretty



          22      well.  We're -- we're hopeful of being able to



          23      reach agreement on both of these riders.  We're



          24      further along on the ESC than we are on the ERC



          25      in my view and -- but, nevertheless, we are --
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           1      we are reasonably certain that we can reach a



           2      conclusion that's acceptable to everybody on



           3      those two riders and those two riders are



           4      important.



           5               The ESC Rider is important because



           6      that's where the money's going to come from to



           7      pay for the bond issues associated with



           8      environmental costs.  And if you can show that



           9      you've got a source of revenue, it makes it



          10      easier to get -- to get the bond issue.  And the



          11      ERC Rider is important because the cost of fuel



          12      and purchase power is the largest single O&M



          13      item in your -- in your budget.



          14               Now, during this time discussions



          15      related to cost of service and rate design have



          16      been deferred.  We -- we have really not talked



          17      about those at all.  There's been no substantive



          18      discussion on rate design and cost of service at



          19      this point.  In addition, there's been no



          20      substantive discussion related to the revenue



          21      requirements for 2012 and '13.  But we continue



          22      to believe that 7 percent per year is required



          23      in those late -- later years to meet the



          24      financial goal of having 60 days of cash



          25      reserves and meeting the 1.6 times bond coverage
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           1      rate.



           2               Now, if you have any questions for me,



           3      I'd be happy to answer them.



           4                     DAVID ALVEY:  I do have a couple



           5      questions.  Some -- when Kathy was giving her



           6      summary, she mentioned that part of the



           7      objection from the intervenors was based upon



           8      the fact that we have not filled vacant



           9      positions that had been allocated for the



          10      current period.  Is that correct?



          11                     ED OVERCAST:  That's correct.



          12                     DAVID ALVEY:  Okay.  Secondly,



          13      that when the intervenors look at the



          14      financials, the BPU financials, they find lower



          15      operation -- operations and maintenance



          16      expenditures than had been projected.



          17                     ED OVERCAST:  That's correct as



          18      well.



          19                     DAVID ALVEY:  And then third they



          20      had -- and we had said that we could delay



          21      installation of CT5 for perhaps a year.  Was



          22      that correct?



          23                     ED OVERCAST:  That's -- that's



          24      one of the assumptions in the -- in the process,



          25      yes.
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           1                     DAVID ALVEY:  Okay.  And yet when



           2      I -- and when I listen to those things, what I



           3      understand is that vacant positions have not



           4      been filled because of a serious cash flow



           5      problem, cash reserves on hand.



           6               Secondly, lower operations and



           7      maintenance budget is not because the -- the



           8      base cost had been reduced but because we simply



           9      are not making expenditures, again, because of



          10      the lack of revenues to fund these projects and



          11      carry these projects to completion.



          12               And that third the assumption that we



          13      do not need CT5 for another year could be --



          14      could be accurate; could not be accurate based



          15      upon the weather and based upon if we delay



          16      necessary improvements to the coal plants, the



          17      -- the coal generators and other maintenance



          18      issues at the plants that, in fact, if we delay



          19      CT5 an additional year, we might, in fact, put



          20      ourselves in a worse financial position and not



          21      if -- if we went with a 5 percent, not have the



          22      revenues in emergency funds to handle those



          23      problems and would have to go out on an



          24      emergency basis to get a bond issued which is



          25      apparently pretty hard to do.
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           1                     ED OVERCAST:  I think it's fair



           2      to say that, you know, there's -- there's a lot



           3      of uncertainty in any forecast.  From my



           4      perspective this was the minimum forecast that



           5      we could possibly live with.



           6                     DAVID ALVEY:  And so --



           7                     ED OVERCAST:  And you're



           8      absolutely right if --



           9                     DAVID ALVEY:  So we're arguing



          10      about what the minimum is?



          11                     ED OVERCAST:  At -- at this point



          12      I think this is the minimum that we -- that we



          13      could find acceptable, the 5 percent.



          14                     DAVID ALVEY:  And -- and I'm



          15      going to push that a little bit further.  That's



          16      the minimum and when we target for the minimum,



          17      sometimes we'll hit the minimum; sometimes we



          18      won't hit the minimum.  We'll be below the



          19      minimum.  Sometimes we'll go over it.  Whereas



          20      if you go for the -- the safety and the



          21      reliability, you shoot for the reliability and



          22      if we were to accept the 5 percent, we would not



          23      be -- would even below -- be below our minimum.



          24      Perhaps --



          25                     ED OVERCAST:  I think what you're
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           1      asking is, is the forecast really the mean of



           2      what you would expect in the future.  And I



           3      think my answer to that would be there's --



           4      there's probably more risk that you would be



           5      under what we forecast than there is risk that



           6      we would be over.  That would be my opinion.



           7                     DAVID ALVEY:  Okay.  And so what



           8      I understand then is the intervenors will be



           9      trying to prove to us that our minimum is not



          10      accurate?



          11                     ED OVERCAST:  That's correct.



          12                     DAVID ALVEY:  Okay.



          13                     MARY GONZALES:  Could I ask a



          14      question on that number, the attrition number,



          15      was that a significant number?



          16                     PHILLIP CARSON:  What's your



          17      name, please?



          18                     CRAIG BROWN:  Craig Brown with



          19      Black & Veatch.  I was previously sworn in.



          20                     PHILLIP CARSON:  All right.



          21      Thank you.



          22                     KATHRYN PETERS:  He was also



          23      under oath.



          24                     PHILLIP CARSON:  I remember.



          25                     CRAIG BROWN:  I believe the --
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           1      the labor attrition amounted to because in the



           2      forecast we'd actually projected to slowly



           3      increase it about 25 percent per year back to



           4      the 2009 budgeted numbers of about 680



           5      employees.  I think the baseline we're working



           6      from at that point was about 610 to 620.  I



           7      believe the current -- to-date currently there's



           8      about 599 employees.  So I think the dollar



           9      impact by accepting the 2010 was about



          10      1.7 million we were able to reduce, and I think



          11      our projection for 2011 was 620 employees and I



          12      think that reduced what we had projected by



          13      about $909,000.



          14                     DAVID ALVEY:  Okay.  That -- and



          15      I'm going to go back to this point and -- and



          16      kind of see where this comes from where it seems



          17      to be going.  It -- it seems to me that the --



          18      some of the objections, some of the major



          19      objections of the intervenors, the industrial



          20      group, are that, well, this is what you've been



          21      operating with under these circumstances but



          22      these circumstances that we've been operating



          23      at -- under for the last two years have



          24      certainly not been optimal in terms of revenues,



          25      delayed capital projects, delayed maintenance,
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           1      delayed hiring, and that what we're really



           2      trying to do is restore to the utility to its



           3      optimal functioning and their argument is that



           4      we don't need to do that?  Is that your sense?



           5      Am I --



           6                     ROBERT MILAN, SR.:  Mr. Alvey,



           7      with all due respect, please let the intervenors



           8      explain to this Board what their positions are.



           9      At this point you're -- you're giving me



          10      information that I'm not familiar with.  And



          11      until I understand what their positions are,



          12      then I am going to listen to their point.



          13                     DAVID ALVEY:  Fair enough.



          14                     PHILLIP CARSON:  Any other



          15      questions for Mr. Overcast?  Thank you.



          16                     LORI AUSTIN:  From the BPU staff



          17      side we have put together a four-year plan --



          18                     PHILLIP CARSON:  Would you state



          19      your name?



          20                     LORI AUSTIN:  I'm sorry.  Lori



          21      Austin.



          22                     PHILLIP CARSON:  Thank you,



          23      Miss Austin.



          24                     LORI AUSTIN:  We have put



          25      together a four-year plan in order to meet the
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           1      financial goals of the utility.  We feel that



           2      it's important that this plan and -- and even



           3      this interim agreement of the first two years



           4      demonstrates that we have a plan and to look out



           5      in the years for future planning.  We need to



           6      demonstrate -- and if we're to issue bonds, we



           7      need to demonstrate to the credit rating



           8      agencies that there is commitment to our



           9      financial stability and to meet our goals over



          10      the -- the study period of the 1.6 and the



          11      60 days of cash.



          12               So we have worked with the customer



          13      group.  We've reviewed multiple proposals from



          14      them in order to reach a reasonable compromise,



          15      one that in which we can still meet our



          16      financial goals.  We've offered to continue our



          17      discussions with them on the revenue



          18      requirements, the cost of service, and the --



          19      and the rate design and -- and bring this back



          20      before the Board in the Fall, 2010.



          21               So we will continue to work with them.



          22      We have received multiple data requests from



          23      them.  We've had completed those data requests.



          24      So we have provided a lot of information based



          25      on their questions and we'll continue to work it
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           1      to address their issues.  Thank you.



           2                     PHILLIP CARSON:  Thank you.



           3      Mr. Zakoura.



           4                     JAMES ZAKOURA:  Thank you.  I'd



           5      first like to state that I want to thank the



           6      BPU, their counsel, their staff.  They've been



           7      very responsive to the requests that we've --



           8      we've put forward.  I would thank Mr. Gray



           9      personally that he has made the staff available.



          10      The Black & Veatch people have been very



          11      responsible.  So we're in the process of



          12      gathering information, but what I would like to



          13      take a little bit of time with if I could for



          14      the Board is kind of tell you where we are, how



          15      we got here, how this is maybe a little bit of



          16      an unusual situation.



          17               And the first thing I would like to say



          18      to the Board is, you have a really difficult job



          19      and I recognize that's the case.  You're



          20      balancing a situation where you're balancing



          21      reliability and safety and planning for the



          22      future in a situation where many in the



          23      community are having difficult economic times,



          24      that would go for individual residences, people



          25      who have retired, people in small businesses,

�

                                                                 26







           1      people in large businesses.  For the most part



           2      the current economic recession has not missed



           3      many people.  So a lot of people are in the



           4      same -- same place.  So I am certainly



           5      appreciative of your work and attention in those



           6      balancing items that you have to at all times



           7      take a look at.  And in response -- in response



           8      to -- how do you say your last name, sir?



           9                     DAVID ALVEY:  Alvey.



          10                     JAMES ZAKOURA:  Mr. Alvey.



          11      Pardon me, I didn't know how to say your last



          12      name.  In response to the questions that you



          13      asked, which I thought were all excellent



          14      questions, that is in fact what -- what we're



          15      trying to do as well, all of us together.  What



          16      we started out to do was to say, How can we



          17      approach these cases where there is a rate



          18      increase and provide for necessary revenues to



          19      the utility, at the same time look out for the



          20      customers that -- that we hit that proper



          21      balance that is enough but not too much?  And I



          22      think that's what the Black & Veatch people were



          23      speaking to and Miss Austin and -- and also



          24      Miss Peters, that's -- that's the kind of



          25      balance that we're all looking at.
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           1               So as a starting point I would say that



           2      we have not raised any issue with salaries,



           3      amount of salaries, amount of employees.  We



           4      did, as I believe Mr. Overcast said, we -- we



           5      looked at that.  We looked at a history really



           6      of where the employee count was of the utility



           7      from, oh, an extended period of time really,



           8      from several years past to -- to looking out to



           9      the future as to what it would be.



          10               The other thing that I would say to you



          11      is, it's a difficult time for employees in



          12      capital, but it's also a difficult time to try



          13      to forecast how much power you're going to sell.



          14      I mean, you know, how many units you're going to



          15      spread whatever cost is that you ultimately



          16      approve across what number of units.  You've got



          17      a lot of things going on at once.  Last year we



          18      had a historically cool summer.  Twenty-



          19      seven percent lower degree days than the typical



          20      year.  Add to that the fact that we have an



          21      economic recession, it was also ongoing and deep



          22      seated and that affected the amount of -- of



          23      units that utility sold.  So not only are you



          24      trying to calculate the amount of revenue



          25      needed, but how many units that's going to be
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           1      spread across.



           2               But before we get to -- before we get



           3      to the individual points, let me talk a little



           4      bit about the process and I -- I'm acquainted



           5      with most of the people here.  I've been in this



           6      business across Kansas and Missouri and Oklahoma



           7      for more than 25 years and the typical way you



           8      look at these situations is you try to look at a



           9      test year, which is a 12-year period immediately



          10      preceding when the rate case is going to be and



          11      you look at those set of costs and then you



          12      adjust those forward for anything that you might



          13      call would be known and measurable changes.



          14      What you're -- what you're going to do in the



          15      future that might cost money.



          16               And the typical case in Kansas and



          17      Missouri -- let me give you kind of a way that



          18      this has been looked at by the legislatures in



          19      Kansas and Missouri.  For those utilities that



          20      are regulated by the Kansas Corporation



          21      Commission, they usually give us 240 days to do



          22      that, that study, which is eight months



          23      basically.  In Missouri it's a little longer



          24      than that.  In Missouri they usually take about



          25      -- I looked at the last couple of cases, Aquila
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           1      and Kansas City Power and Light, and they



           2      typically run from one year one month to one



           3      year three months.  So we're looking at a block



           4      of time for consideration by really boards like



           5      you to look at these issues of about eight



           6      months to let's call it 14 months.  That's the



           7      normal way you look at that.



           8               This case is a little bit different in



           9      that, as correctly summarized by Mr. Overcast,



          10      the -- what we're looking at is a block of time



          11      moving forward as well as a block of time in the



          12      past, the so-called test year.  He's trying to



          13      estimate what the next four or five years look



          14      like for the utility in terms of what their



          15      employee needs are, what their capital needs



          16      are, what their bonded indebtedness that Kathy



          17      -- excuse me -- Miss Peters spoke to, and so



          18      it's a moving target going forward as well.



          19               The other things that I wanted to speak



          20      to you a little bit about and this was also



          21      discussed somewhat by Miss Peters is the class



          22      cost of service and rate design studies.  And



          23      let me give you just the very simple



          24      understanding of -- or as I understand it to be



          25      very simple statement of that.  Class cost of
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           1      service and rate design basically try to do cost



           2      assignment to the people who cause the expense.



           3      It's matching expense and cause -- cause of that



           4      expense together.



           5               That is not an exact science.  In this



           6      case Black & Veatch has presented one to the



           7      Board.  In the case that I'm currently handling



           8      for a group of industrial customers involving



           9      Kansas City Power and Light on the Kansas side,



          10      there are four cost of service studies found in



          11      that case.  There's one by the staff of the



          12      Kansas Corporation Commission, one sponsored by



          13      the utility, one sponsored by the Citizens



          14      Utility Ratepayer Board, and a fourth sponsored



          15      by the industrialists.  So there are multiple



          16      ways of looking at that issue by intelligent



          17      people who work in the field.



          18               So therein comes somewhat of the



          19      difference between what we have had and when we



          20      looked at that cost assignment and cost in



          21      incurrence and were to place those, and we have



          22      agreed though to go forward and look at that



          23      carefully.  We've talked about everything from



          24      getting another independent study to us



          25      presenting our own study, letting the Board
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           1      decide which they think is -- is best suited to



           2      this particular utility and -- but we're



           3      approaching that matter hopefully on a



           4      thoughtful basis.



           5               Now, let me speak to, if we could, a



           6      little bit of what Miss Peters and Miss Austin



           7      spoke to and that's initial rate revenue



           8      increases and rate increases.  Basically the --



           9      the staff of the BPU has made the case that



          10      there needs to be an immediate rate increase of



          11      -- of as they said 7 percent on the electric



          12      side.



          13               And although we may not necessarily



          14      agree when the timing of that will come into



          15      place, whether it be 2010 or whether it be some



          16      later period of time, we did agree to that



          17      because what we wanted to do was to, Okay, let's



          18      have the time to really look at this in a bit



          19      more detail as we go forward.  Because when you



          20      look at the entirety of the rate increases that



          21      are being proposed here, they are scheduled to



          22      come in over about a four-year period and they



          23      come in in roughly equal increments on a yearly



          24      basis.



          25               So the idea was, Okay, we're all people
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           1      of good faith.  We're moving forward looking at



           2      this in an intelligent manner.  Let's get



           3      started on the process.  We always have these --



           4      these periods to address, you know, for the



           5      Board actually in the end to address whether



           6      we're right or wrong as we go forward but we



           7      need to take this first step together.  So that



           8      is part of what we've done here.



           9               We realize we haven't completed the



          10      work but what we think we need to do is take a



          11      first step to -- to then get that behind us and



          12      to look at the rate design, to look at the



          13      revenues needed in the future years on a more



          14      thorough basis and a -- a more -- in my opinion



          15      a little more business-like basis.  We've



          16      basically been working together pretty much



          17      every day for the last two months trying to



          18      figure these items out.  So that's the idea of



          19      the first initial rate increase, the 7 percent



          20      Ms. Peters spoke to.



          21               Then the next piece and what we had



          22      talked about is getting these items, concluding



          23      them, bringing them to the Board no later than



          24      the end of September I believe.  And the reason



          25      that that was done in that fashion was that we
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           1      were trying to be on a budget, schedule that



           2      fits -- excuse me -- we were trying to be on a



           3      presentation schedule that fitted the way you



           4      budget here at the utility.



           5               So the idea was that we would continue



           6      our work with the permission of the Board and



           7      that we would either agree to a -- a resolution



           8      to present to the Board on a several year basis



           9      that goes out as scheduled through that



          10      2012-2013 period, or we have a day where we can



          11      talk directly to the Board and present the case



          12      to the Board at least on a couple of points for



          13      the Board to hear directly from our people.



          14               Now, if I can talk a little bit if you



          15      don't mind if I could step over to the water



          16      side.  We do have an agreement on the water side



          17      for 2010 and 2011.  So those -- those items also



          18      have -- have a good start a little further along



          19      in that regard.  The water is actually a little



          20      easier to deal with.  There aren't -- there



          21      aren't as many expense items.  The -- the



          22      scheduling of those expense items is -- has more



          23      visibility to it.



          24               So that is -- that is where we are.  We



          25      start from the point that certainly the -- it is
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           1      the responsibility of -- of this Board to



           2      operate the utility in a manner that it can



           3      operate and provide safe and reliable service.



           4      Everyone agrees with that and you have a history



           5      of being able to do that which runs decades and,



           6      frankly, more than probably a hundred year years



           7      at this point in time.



           8               The -- but what we're trying to do is



           9      hit that balance and really the balance in -- in



          10      speaking to the Board members question is, okay,



          11      if you can reasonably and with reliability look



          12      at some of those items and schedule them in a



          13      manner that may be a little easier for people to



          14      handle a year from now or two years from now as



          15      hopefully the economy comes back and that



          16      there's a bit more cash available to address on



          17      these issues than had been in the past, we're



          18      hoping that time will be on our side as we move



          19      forward and address some of those items.



          20               What we have tried to do as well as --



          21      as that is to address the issues on an immediate



          22      basis, the two years on the water as I said, the



          23      initial year on the electric service with the



          24      commitment to come back to the Board no later



          25      than the end of September for the Board to make
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           1      a -- a determination -- I believe their meeting



           2      is scheduled for October 6th as I recall -- to



           3      -- to speak to those out years at -- at that



           4      point in time.



           5               As far as the environmental rider and



           6      as far as the energy cost adjustment that Black



           7      & Veatch spoke to, I would say that, yes, we're



           8      -- I would second what the gentlemen said in



           9      that regard.  We're very close and I -- I don't



          10      think we have any particular material



          11      differences to those -- those issues and they --



          12      are important issues.



          13               Number one, the environmental issue



          14      needs to have a stream of income because you're



          15      making a -- an investment, a dedicated



          16      investment to the low NOx burners I believe that



          17      you're talking about.  That's not particular



          18      just to this utility.  That's helping all over.



          19      So I'm familiar with that issue and that issue



          20      has been handled in that fashion.



          21               The -- the energy cost adjustment also



          22      is important and I think we're pretty close on



          23      that, too, what's that's to do is we've tried to



          24      put -- put a fence post around those areas where



          25      we understand the predictable expenses and then

�

                                                                 36







           1      you know what, we all know being in this



           2      business that there's some unpredictable



           3      expenses that occur and those are typically in



           4      the -- in the fuel, either the purchase power



           5      cost or -- or something of that nature.  Maybe



           6      you're doing some work at one of the facilities



           7      and you're buying more or less purchase power on



           8      the grid.



           9               There's going to be some variation with



          10      that and -- and basically the economic cost



          11      adjustment is a matter in which those variations



          12      that come up which are unpredictable can be



          13      handled.  Again, that particular mechanism for



          14      recovering those costs are common in the utility



          15      business both in the Midwest and all over the



          16      United States.



          17               So in summary, I would say to you that



          18      while we may not have worked as quickly as the



          19      Board would like us to work or hope that we



          20      work, we are working diligently.  What I would



          21      say to you is, we are not outside the timeframe



          22      for this kind of decision that you would



          23      normally see throughout the Midwest, that eight



          24      months to 13-month bracket that we talked about



          25      when we looked at that.  And then I think I
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           1      would ask the Board to give us some



           2      consideration because this is one of the most



           3      complex cases that I've been involved with and



           4      the complexity of it relates to the fact that



           5      we're trying to forecast the future as to what



           6      the needs of the utility are; what the -- what



           7      the interest rates in the bond market are; how



           8      much energy you'll likely be selling in the



           9      future.



          10               All of those things are not easy things



          11      to do but we have a lot of good people looking



          12      at that and we are committed to working diligent



          13      and to bring the Board back a resolution to the



          14      remaining years either by agreement, which the



          15      Board would thoughtfully consider at that time



          16      or simply a presentation of evidence and the



          17      Board would therein decide -- discharge their



          18      responsibility by making a decision.



          19               So I -- I'm sorry I droned on too long.



          20      I appreciate the courtesy of being here.  Again,



          21      I thank Mr. Gray and his staff for the work



          22      they've done and Black & Veatch for the work



          23      that they've done.  I think we have much work to



          24      do and I think with the Board's permission we'll



          25      be back with greater visibility in just a short
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           1      period of time.  Thank you.



           2                     DAVID ALVEY:  Mr. Zakoura, you --



           3      you would anticipate when you would ask for a



           4      presentation to the Board?



           5                     JAMES ZAKOURA:  When I spoke with



           6      the professional staff at the utility, they --



           7      they informed me of the budgeting process that



           8      you do and it has to be and I think to meet your



           9      criteria no later than say mid-September.  Am I



          10      right, Miss Peters, that that's kind of --



          11                     ROBERT MILAN, SR.:  That's about



          12      the timeframe.



          13                     LORETTA COLOMBEL:  I thought



          14      August was the timeframe we were looking at like



          15      the middle -- middle of August.



          16                     KATHRYN PETERS:  I think what,



          17      Mr. Zakoura, one of the things the Board asked



          18      us for, what kinds of timeframes do they have to



          19      give to you and to us to have the case fully



          20      together so that all of the evidence will be in



          21      front of them by mid-September so that when we



          22      come to them by the end of September they'll



          23      have a chance to review things before they have



          24      the presentation.  And we've given them some



          25      time suggestions on filing of evidence by the
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           1      industrial group and by the BPU to meet the goal



           2      of being done by the end of September.



           3                     JAMES ZAKOURA:  Thank you.  I



           4      misunderstood the question.  If what you and



           5      Mr. Alvey are saying is should -- should we have



           6      a -- should we have a documentation or have



           7      evidence presented to you in August, the answer



           8      is, yes, we can certainly do that with -- with



           9      preparing for the Board to make a decision in



          10      September.



          11                     LORETTA COLOMBEL:  Thank you.



          12                     JAMES ZAKOURA:  Okay.  Or



          13      whatever reasonable schedule but --



          14                     JOHN PETTEY:  We were looking at



          15      August the 16th, which would be two months from



          16      now, and then and they come back by September



          17      the 30th.



          18                     JAMES ZAKOURA:  I -- subject to



          19      checking with clients, I would say that August



          20      16 would be a schedule we can meet, sir.



          21                     KATHRYN PETERS:  And,



          22      Mr. Zakoura, the staff then thought that if they



          23      had an additional three weeks to respond or



          24      September 7th, the day after Labor Day, they



          25      would have all of the evidence in front of the
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           1      Board by mid-September.



           2                     JAMES ZAKOURA:  That -- that



           3      seems to me certainly to be very a reasonable --



           4      seems to be a very reasonable schedule which we



           5      can certainly meet.  Thank you.  And I think



           6      scheduling it out that way is a good way of



           7      approaching it.



           8                     MARY GONZALES:  Well, I mean,



           9      I -- I would just like to have some assurance



          10      that we are going to meet those deadlines



          11      because I -- I feel, and no disrespect intended,



          12      that, you know, we should have maybe engaged a



          13      little bit earlier.  I know we're not KCP and I



          14      know that's -- you know but I -- I've sort of



          15      been waiting on hearings, some sort of written



          16      testimony which I thought I understood on the



          17      May 4th meeting that we were going to have from



          18      the intervenors.  So I -- so I would like to



          19      have assurance that we will meet those



          20      deadlines.



          21                     JAMES ZAKOURA:  Certainly I will



          22      provide that assurance to you at this time.



          23      Thank you.



          24                     LORETTA COLOMBEL:  Thank you.



          25                     JAMES ZAKOURA:  And -- and the
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           1      criticism I accept as being just.  Thank you.



           2                     ROBERT MILAN, SR.:  Thank you.



           3                     PHILLIP CARSON:  Any other



           4      questions for Mr. Zakoura?  Thank you.



           5               Mr. Yarnell, do you have a statement



           6      you would like to make?



           7                     RICK YARNELL:  Rick Yarnell.



           8      Good evening, ladies and gentlemen.  I do have



           9      some things I would like to address to the



          10      specifics for the recommendations of the



          11      professional staff and Black & Veatch have made.



          12      One thing, concerning the industrial -- I'm



          13      sorry -- the energy rate component rider.  The



          14      agreement to keep the $2.6 million cost a firm



          15      capacity in the base rates rather than moving it



          16      to the ERC is something that is wise.  Also the



          17      implementation of the environmental surcharge is



          18      also very wise.  As you all know, we are going



          19      to have many, many costs of environmental



          20      concerns going to be facing us in the future and



          21      I do believe this needs to be implemented.



          22               There are two things that I'm really



          23      concerned about.  One, is that I would like to



          24      remind the Board that when the combustion



          25      turbine No. 4 was put into place in 2004, the
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           1      bonded cost for that was 34 and a half million



           2      dollars.  The CT5 as presented in the cost of



           3      service study that is expected to be put in,



           4      that cost is projected to be well north of



           5      $70 million, which is doubling in quite a few --



           6      in very few years.



           7               Delay of putting that in makes me very



           8      concerned that the cost will continue to



           9      skyrocket.  If the economy does improve, true



          10      the BPU will get more revenues, but the cost of



          11      commodities as you well know are going to



          12      skyrocket with it.  We have seen $140 barrel



          13      oil.  As you well know the cost of copper, the



          14      cost of steel, the cost of all commodities that



          15      go into building these things are going to



          16      skyrocket if the economy improves.



          17               And I really do believe that delaying



          18      the cost or delaying this implementation of the



          19      CT5 will probably put the cost well north of



          20      $80 million and that is just unwise to delay



          21      this.  So I would urge the staff to please



          22      consider putting this in as soon as possible.



          23      It is needed and a delay will only raise the



          24      cost to the customers.



          25               The last item I would like to point out
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           1      is that the cost of service studies, a very good



           2      one I might say, pointed out that the small and



           3      medium-size businesses have been paying more



           4      than their cost of service for quite a few



           5      years.  The residential and the large power



           6      sources of which Mr. Zakoura is representing a



           7      few of those customers tonight have not been



           8      paying their cost of service.



           9               And when you are going to consider a



          10      7 percent across the board rate increase to all



          11      classes, then you are putting a 7 percent rate



          12      increase to those classes, the small and medium-



          13      size businesses that are struggling, to those



          14      that have already been paying more than their



          15      cost of service.  And as you go forward and



          16      think about this, you might consider whether or



          17      not that would be a wise choice.  And thank you



          18      for your time.



          19                     PHILLIP CARSON:  At this point



          20      are there any Board members that would like to



          21      make a statement?



          22                     LORETTA COLOMBEL:  I would like



          23      to say something to Mr. Yarnell and -- and I do



          24      appreciate your observations.  And -- and I



          25      think we -- we have looked at that and that's
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           1      what we're waiting on the intervenors for the



           2      rate design so that we can adjust and make sure



           3      that everyone is paying what it cost us to



           4      provide to them and so I do want to thank you



           5      for those statements.



           6                     RICK YARNELL:  Thank you.



           7                     ROBERT MILAN, SR.:  I would like



           8      to thank you for your comments and first time I



           9      had an opportunity to hear your position.  It is



          10      well taken in consideration and thank you for



          11      your valuable input.



          12                     PHILLIP CARSON:  Ladies and



          13      gentlemen that -- whatever --



          14                     JOHN PETTEY:  I -- I would -- I



          15      would suggest as a Board we would vote for the



          16      7 percent across the board for power, the



          17      8 percent for electric to go into effect on July



          18      the 1st.



          19                     DON GRAY:  Eight percent for



          20      water.



          21                     JOHN PETTEY:  Eight percent for



          22      water -- I'm sorry -- on July the 1st, 2010 but



          23      with the understanding these discussions will



          24      continue as you discussed tonight and there will



          25      be no changes in the cost of service study and
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           1      it will stay as it stands until your discussions



           2      are -- are completed and we'll see what the



           3      recommendations then come back for 2011, '12 and



           4      '13.  And I see where we're talking August -- by



           5      August the 16th to get us this which would give



           6      us time for a final September 30th to hear it



           7      all and then we would vote on October the 6th to



           8      see what we would decide from hearing all the



           9      final arguments for both sides.



          10                     ROBERT MILAN, SR.:  Will you put



          11      it in a formal motion?



          12                     JOHN PETTEY:  That's a



          13      suggestion.  If somebody wants to make a motion,



          14      that would be fine.



          15                     ROBERT MILAN, SR.:  I will make a



          16      motion to -- for the suggestion -- the



          17      suggestions -- any more comment before I make a



          18      motion?



          19                     JOHN PETTEY:  You know what,



          20      before we make this motion there are several



          21      ways we could do it.  When we -- we would make



          22      the motion to accept July 1st for this and then



          23      would -- would we then want to approve an



          24      interim electric increase of 7 percent for 2011,



          25      '12 and '13, and then the water increase would
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           1      be 8 percent for 2011, 7.5 for 2012, and '13



           2      effective January 1st of each year which



           3      would -- this would all be spread across the



           4      board.  Just --



           5                     LORETTA COLOMBEL:  Would that



           6      motion be an interim motion --



           7                     KATHRYN PETERS:  May I -- may



           8      I --



           9                     LORETTA COLOMBEL:  -- before the



          10      testimony we would receive in August?



          11                     KATHRYN PETERS:  May I correct



          12      one thing.  On the water, we do not recommend



          13      spreading that across the board.  There's rate



          14      design built into the water increase and at this



          15      point we've received no indication that there's



          16      any concerns about that.  So we would have the



          17      2011 water increase be as set forth in the cost



          18      of service study.  Any changes from '12 -- '11,



          19      '12 and '13 would be upon further



          20      recommendations, please.



          21                     ROBERT MILAN, SR.:  Separate



          22      issue then.  Okay.  Thank you.



          23                     KATHRYN PETERS:  And I apologize,



          24      we did not make that clear to you in our



          25      presentation that the cost of service were
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           1      related to electric.



           2                     LORETTA COLOMBEL:  So, John, your



           3      motion is to accept 7 percent electric,



           4      8 percent water July -- effective July 1.



           5                     JOHN PETTEY:  July 1.



           6                     LORETTA COLOMBEL:  That --



           7                     JOHN PETTEY:  And then --



           8                     LORETTA COLOMBEL:  Not more than



           9      7 percent for '11, '12 and '13 depending on the



          10      testimony from Mr. Zakoura that that is subject



          11      to change?



          12                     JOHN PETTEY:  Right.



          13                     LORETTA COLOMBEL:  Am -- am -- am



          14      I understanding that -- that's a correct motion?



          15                     ROBERT MILAN, SR.:  Subject to



          16      what?



          17                     MARY GONZALES:  Subject to



          18      testimony from the --



          19                     TERRY EIDSON:  Subject to



          20      testimony from the intervenors.



          21                     LORETTA COLOMBEL:  Right, yes.



          22      It's subject to change.  In other words, it's



          23      there but we -- we are allowing them and we need



          24      to hear their testimony but this allows us to go



          25      ahead and proceed forward.
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           1                     JOHN PETTEY:  Correct, it



           2      would -- right.



           3                     ROBERT MILAN, SR.:  Okay.  Are we



           4      clear now?  Make sure we're clear.



           5                     DON GRAY:  Just so I understand



           6      now what about the water, I know we had



           7      discussed 2011, but we also were looking at



           8      future years for water as well.  So do we want



           9      to also insert water in that?



          10                     MARY GONZALES:  Mr. Zakoura said



          11      they were agreed on 2010 and 2011 in water, is



          12      that correct?



          13                     JOHN PETTEY:  Well, is that two



          14      motions?



          15                     KATHRYN PETERS:  Yes.



          16                     ROBERT MILAN, SR.:  Yeah, that's



          17      two -- two separate issues here.



          18                     JOHN PETTEY:  Oh, okay.



          19                     ROBERT MILAN, SR.:  Be careful



          20      now.



          21                     JOHN PETTEY:  So we -- we need a



          22      motion to approve.



          23                     KATHRYN PETERS:  May I suggest



          24      motions to you?



          25                     MARY GONZALES:  Yes, please.
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           1                     ROBERT MILAN, SR.:  Will you



           2      summarize that because we have two different



           3      things.  Thank -- thank you.



           4                     KATHRYN PETERS:  I'm going to



           5      first suggest an electric motion and that is



           6      that you move that you approve a rate increase



           7      effective July 1, 2010 for 7 percent on an



           8      across the board basis.



           9                     DAVID ALVEY:  So moved.



          10                     ROBERT MILAN, SR.:  I second the



          11      motion.



          12                     TERRY EIDSON:  Without any



          13      discussion or nothing that relates to what



          14      Mr. Zakoura and the other intervenors are going



          15      to --



          16                     KATHRYN PETERS:  I think that you



          17      should give those directions as well.  I just



          18      was giving you a separate motion.  But I think



          19      these all have to be contingent on presentation



          20      to you by no later than the end September, the



          21      final recommendations.



          22                     TERRY EIDSON:  I'll -- I'll go



          23      along with that.



          24                     ROBERT MILAN, SR.:  Put those



          25      dates in every -- because it would be one-step
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           1      deal; the date, the time, et cetera, please.



           2                     KATHRYN PETERS:  Okay.  Let --



           3      let's start with the -- the motion then that you



           4      direct the --



           5                     LORETTA COLOMBEL:  We -- we had a



           6      motion on the floor.  Bob, did you hear --



           7                     ROBERT MILAN, SR.:  I thought it



           8      was on a motion because I seconded it.  Withdraw



           9      my second.  Make it over.



          10                     KATHRYN PETERS:  I suggest that



          11      you direct that the following schedule be



          12      approved for the completion of this rate



          13      hearing, that the -- all -- all intervenors be



          14      directed to pre-file any testimony by no later



          15      than August 16th two months from tonight, that



          16      the BPU staff and engineers be directed to file



          17      any rebuttal testimony by no later than



          18      September 7th and that the -- any presentation



          19      -- and that any recommendations to the Board be



          20      provided to you by the end of September.



          21                     LORETTA COLOMBEL:  David?



          22                     DAVID ALVEY:  So moved.



          23                     ROBERT MILAN, SR.:  I second this



          24      time.  Thank you.



          25                     JOHN PETTEY:  Roll call, please.
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           1                     DAVID ALVEY:  Do we need a



           2      separate motion for the --



           3                     LORETTA COLOMBEL:  Do the roll



           4      call first.



           5                     DAVID ALVEY:  Okay.  Very good.



           6                     TERRY EIDSON:  Would someone read



           7      the motion again, please.



           8                     (Whereupon, page 46, line 12,



           9      through page 46, line 18 was read by the



          10      reporter.)



          11                     LORETTA COLOMBEL:  Would it be



          12      suggested we do another motion?



          13                     KATHRYN PETERS:  Sure, I'll just



          14      go ahead and --



          15                     LORETTA COLOMBEL:  We would have



          16      to withdraw again the second.



          17                     KATHRYN PETERS:  I'll -- maybe



          18      I'll just say what I think the motion was and



          19      that is that the intervenors -- all intervenors



          20      be directed to file their pre-file testimony by



          21      no later than August 16th two months from today.



          22      That the BPU staff and its engineers be directed



          23      to file any rebuttal testimony by no later than



          24      September 7th so that this matter may be



          25      presented to the Board by no later than the end
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           1      of September.



           2                     DAVID ALVEY.  2010.



           3                     KATHRYN PETERS:  2010.



           4                     TERRY EIDSON:  And the rate?



           5                     KATHRYN PETERS:  I think that you



           6      -- we're suggesting that you take these motions



           7      up separately.  So that was just that motion on



           8      -- on the timing and then I would give you



           9      motions on the rates after this.



          10                     DAVID ALVEY:  So moved.



          11                     TERRY EIDSON:  Second.



          12                     ROBERT MILAN, SR.:  Second.



          13                     JOHN PETTEY:  Roll call, please.



          14                     JODY BOEDING:  Roll call on the



          15      motion.  Miss Colombel?



          16                     LORETTA COLOMBEL:  Aye.



          17                     JODY BOEDING:  Miss Gonzales?



          18                     MARY GONZALES:  Aye.



          19                     JODY BOEDING:  Mr. Eidson?



          20                     TERRY EIDSON:  Aye.



          21                     JODY BOEDING:  Mr. Alvey?



          22                     DAVID ALVEY:  Aye.



          23                     JODY BOEDING:  Mr. Milan?



          24                     ROBERT MILAN, SR.:  Aye.



          25                     JODY BOEDING:  Mr. Pettey?
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           1                     JOHN PETTEY:  Aye.



           2                     JODY BOEDING:  Motion carries.



           3                     KATHRYN PETERS:  My -- my



           4      understanding was that you wanted that as a



           5      separate motion because all of your other



           6      motions would be predicated on that.  The



           7      recommendation then of -- of the staff would be



           8      that you approve a rate increase -- a -- a



           9      increase in revenues from base rates for



          10      electric of 7 percent effective July 1, 2010,



          11      such rates to be spread across the board.



          12                     LORETTA COLOMBEL:  Motion --



          13                     JOHN PETTEY:  Have the water on



          14      there also?



          15                     LORETTA COLOMBEL:  No we're going



          16      to have separate.  Motion would be effective



          17      July 1st and 7 percent across the board rates



          18      for electric.



          19                     DAVID ALVEY:  Second.



          20                     JOHN PETTEY:  Roll call, please.



          21                     JODY BOEDING:  Roll call on the



          22      motion.  Miss Colombel?



          23                     LORETTA COLOMBEL:  Aye.



          24                     JODY BOEDING:  Miss Gonzales?



          25                     MARY GONZALES:  Aye.

�

                                                                 54







           1                     JODY BOEDING:  Mr. Eidson?



           2                     TERRY EIDSON:  Aye.



           3                     JODY BOEDING:  Mr. Alvey?



           4                     DAVID ALVEY:  Aye.



           5                     JODY BOEDING:  Mr. Milan?



           6                     ROBERT MILAN, SR.:  Aye.



           7                     JODY BOEDING:  Mr. Pettey?



           8                     JOHN PETTEY:  Aye.



           9                     JODY BOEDING:  Motion carries.



          10                     KATHRYN PETERS:  And then a



          11      motion, again, as recommended by the -- the



          12      staff and also the -- the industrial intervening



          13      group that you approve a water increase of



          14      8 percent over revenues from the existing base



          15      rates to be effective July 1st, 2010 with costs



          16      to be allocated as set forth in the water cost



          17      of service study.



          18                     DAVID ALVEY:  So moved.



          19                     TERRY EIDSON:  Second.



          20                     JOHN PETTEY:  Roll call, please.



          21                     JODY BOEDING:  Roll on the



          22      motion.  Miss Colombel?



          23                     LORETTA COLOMBEL:  Aye.



          24                     JODY BOEDING:  Miss Gonzales?



          25                     MARY GONZALES:  Aye.

�

                                                                 55







           1                     JODY BOEDING:  Mr. Eidson?



           2                     TERRY EIDSON:  Aye.



           3                     JODY BOEDING:  Mr. Alvey?



           4                     DAVID ALVEY:  Aye.



           5                     JODY BOEDING:  Mr. Milan?



           6                     ROBERT MILAN, SR.:  Aye.



           7                     JODY BOEDING:  Mr. Pettey?



           8                     JOHN PETTEY:  Aye.



           9                     JODY BOEDING:  Motion carries.



          10                     KATHRYN PETERS:  And I would ask



          11      is it the Board's pleasure that you approve



          12      interim rate increases for 2011, '12 and '13?



          13                     LORETTA COLOMBEL:  Yes.



          14                     KATHRYN PETERS:  Pending --



          15      pending final decision following the completion



          16      of the filing of all testimony on revenue



          17      requirements, cost allocation, and rate design



          18      matters?  And if you tell us what percentage you



          19      want to increase in those years, I'll go ahead



          20      and give you the form of that motion.



          21                     JOHN PETTEY:  Well, we're looking



          22      at 7 percent 2011, '12 and '13 effective January



          23      the 1st of each year for power.  Water would



          24      be --



          25                     LORETTA COLOMBEL:  Separate

�

                                                                 56







           1      motion, John.



           2                     JOHN PETTEY:  Pardon?



           3                     LORETTA COLOMBEL:  Separate



           4      motion.



           5                     JOHN PETTEY:  Water would be



           6      8 percent for 2011, 7.5 -- 7.5 for 2012 and '13



           7      effective January the 1st.



           8                     TERRY EIDSON:  Excuse me, I



           9      thought we had already approved the water.



          10                     KATHRYN PETERS:  These would be



          11      for the interim increases for 11, '12 and '13



          12      and I ask --



          13                     TERRY EIDSON:  We're -- we're not



          14      voting on the -- on the water as such the way it



          15      was presented?



          16                     KATHRYN PETERS:  You've approved



          17      the water increase for 2010.



          18                     TERRY EIDSON:  Only 2010.



          19                     KATHRYN PETERS:  Only 2010.  So



          20      the -- the question then is if it's your



          21      pleasure to have interim increases I just ask



          22      what direction from the Board of the percentages



          23      to give you in the form of the motion.



          24                     ROBERT MILAN, SR.:  That includes



          25      having an additional rate hearing, is that
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           1      correct, in the interim?



           2                     KATHRYN PETERS:  Yes, that --



           3      that means that you will receive evidence on --



           4                     ROBERT MILAN, SR.:  Yes --



           5                     KATHRYN PETERS:  -- these



           6      matters.



           7                     ROBERT MILAN, SR.:  -- thank you.



           8                     TERRY EIDSON:  Were there any



           9      intervenors on the water?



          10                     KATHRYN PETERS:  Yes.



          11                     ROBERT MILAN, SR.:  I make the



          12      motion to accept the interim increase on the



          13      water side as recommended by counsel.



          14                     JOHN PETTEY:  Well -- okay, we'll



          15      go water first.  That'd be -- would take two



          16      motions.



          17                     MARY GONZALES:  I'll second



          18      Mr. Milan's motion.



          19                     JOHN PETTEY:  Roll call please.



          20                     JODY BOEDING:  Roll call on the



          21      motion.  Miss Colombel?



          22                     LORETTA COLOMBEL:  Aye.



          23                     JODY BOEDING:  Miss Gonzales?



          24                     MARY GONZALES:  Aye.



          25                     JODY BOEDING:  Mr. Eidson?
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           1                     TERRY EIDSON:  Aye.



           2                     JODY BOEDING:  Mr. Alvey?



           3                     DAVID ALVEY:  Aye.



           4                     JODY BOEDING:  Mr. Milan?



           5                     ROBERT MILAN, SR.:  Aye.



           6                     JODY BOEDING:  Mr. Pettey?



           7                     JOHN PETTEY:  Aye.



           8                     JODY BOEDING:  Motion carries.



           9                     JOHN PETTEY:  Now we need a



          10      motion for electric interim, approve electric



          11      for 7 percent for 2011, '12, and '13 effective



          12      January the 1st.



          13                     LORETTA COLOMBEL:  I'll make a



          14      motion at the -- January the 1st of each year



          15      for 2011, '12, and '13, 7 percent electric.



          16      Interim, correct?



          17                     ROBERT MILAN, SR.:  Is that



          18      across the board?



          19                     KATHRYN PETERS:  No, no, no.



          20                     LORETTA COLOMBEL:  It's interim.



          21      I'm sorry.



          22                     KATHRYN PETERS:  That's an



          23      interim increase.



          24                     LORETTA COLOMBEL:  That's interim



          25      because we're waiting on testimony.
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           1                     KATHRYN PETERS:  Correct.  And,



           2      in fact, it would be our expectation that you



           3      would have recommendations on rate design and



           4      cost allocations.



           5                     MARY GONZALES:  I'll second that



           6      motion.



           7                     JOHN PETTEY:  Roll call please.



           8                     JODY BOEDING:  Roll call on the



           9      motion.  Miss Colombel.



          10                     LORETTA COLOMBEL:  Aye.



          11                     JODY BOEDING:  Miss Gonzales?



          12                     MARY GONZALES:  Aye.



          13                     JODY BOEDING:  Mr. Eidson?



          14                     TERRY EIDSON:  Aye.



          15                     JODY BOEDING:  Mr. Alvey?



          16                     DAVID ALVEY:  Aye.



          17                     JODY BOEDING:  Mr. Milan?



          18                     ROBERT MILAN, SR.:  Aye.



          19                     JODY BOEDING:  Mr. Pettey?



          20                     JOHN PETTEY:  Aye.



          21                     JODY BOEDING:  Motion carries.



          22                     KATHRYN PETERS:  Mr. Zakoura or



          23      Mr. Yarnell, if you have anything else to put



          24      before the Board this evening, let me know.



          25      Otherwise, I think we'll ask the hearing officer

�

                                                                 60







           1      to continue the hearing to a date to be



           2      determined.



           3                     JAMES ZAKOURA:  Thank you.  I



           4      have nothing further.



           5                     RICK YARNELL:  I do have one



           6      question.  It's my understanding tonight that



           7      you have approved as you called it interim rate



           8      increases for the years 2011, '12 and '13 to



           9      electric base revenues and that's 7 percent or



          10      so for those years of base revenues subject to



          11      the design of cost of service?



          12                     LORETTA COLOMBEL:  Correct.



          13                     RICK YARNELL:  That does not mean



          14      across the board?



          15                     LORETTA COLOMBEL:  Correct.



          16                     ROBERT MILAN, SR.:  No, no.



          17      That's clear.



          18                     TERRY EIDSON:  Thank you.



          19                     PHILLIP CARSON:  Ladies and



          20      gentlemen, that -- the rate hearing is continued



          21      subject to call to be rescheduled.  I think



          22      that's it.  Thank you.



          23                     DON GRAY:  Thank you, Mr. Carson.



          24                     PHILLIP CARSON:  You bet.



          25                     DON GRAY:  Item 18 is board
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           1      comments.



           2                     JOHN PETTEY:  Miss Gonzales?



           3                     MARY GONZALES:  I have no



           4      comments.



           5                     JOHN PETTEY:  Miss Colombel?



           6                     LORETTA COLOMBEL:  I just want to



           7      thank the staff and the intervenors, Mr. Zakoura



           8      and Mr. Yarnell, Black & Veatch.  I know



           9      everybody has -- has worked and worked and



          10      worked and I -- and I have to compliment the



          11      Board.  I think we have worked just as hard.  So



          12      thank you all and thank you Board I think we're



          13      -- I am -- I am pleased that we've had a full



          14      affirmative vote from the Board to move our



          15      utility forward.



          16                     JOHN PETTEY:  Mr. Milan?



          17                     ROBERT MILAN, SR.:  I just want



          18      to thank the Board for their concern and



          19      consideration of the job that's before us.  It's



          20      a tough decision to make.  Sometimes not



          21      properly, but that's what we are here to do the



          22      best we can do under the circumstances, and I



          23      appreciate listening to the testimony so we can



          24      be clear in the direction we're supposed to be



          25      going here.  Thank you.
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           1                     JOHN PETTEY:  Mr. Alvey?



           2                     DAVID ALVEY:  Again, I think that



           3      the work that everyone has done we're -- what



           4      we're trying to do and what we will accomplish



           5      is we will rebuild the infrastructure of the



           6      BPU.  We will provide reliable power and water.



           7      We will secure the utility into the future.



           8                     JOHN PETTEY:  Mr. Eidson?



           9                     TERRY EIDSON:  I have no



          10      comments.



          11                     JOHN PETTEY:  I would only say I



          12      agree with what the rest of the board members



          13      have said and thanks for their time spent and



          14      thank you for -- intervenors for their time and



          15      our -- our staff.  Mr. Gray?



          16                     DON GRAY:  Also representing



          17      staff I certainly want to thank the Board for



          18      their consideration and also allowing us to move



          19      forward.  I know these are difficult decisions



          20      for a Board to make in raising rates and we



          21      can't thank you enough for your due diligence.



          22      Also want to thank Jim Zakoura, his comments



          23      this evening, Rick Yarnell, his comments, and



          24      also Black & Veatch for being in attendance.  Ed



          25      Overcast, we had to ask him to come in from out
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           1      of town on an emergency to get here and he was



           2      happy to do that for us and I can't thank Ed



           3      enough for that.  Also want to thank Kathy



           4      Peters again for representing us.  I appreciate



           5      it.



           6               Just staff for all the hard work.  I



           7      know a lot of hours with all the -- the data



           8      requests and all the information that was



           9      requested.  It takes a lot of time and effort to



          10      put all that together and I just want to thank



          11      staff for being able to -- to meet the deadlines



          12      and to get the information out.  Again thanks



          13      for all your hard work and that's all I have.



          14                     JOHN PETTEY:  The next item we



          15      have an executive session to discuss a legal



          16      matter not to exceed a half an hour.  Entertain



          17      a motion to go into --



          18                     LORETTA COLOMBEL:  Will there be



          19      anything --



          20                     JOHN PETTEY:  No, there will be



          21      no vote after the -- after the session and 20



          22      after.



          23                     MARY GONZALES:  I move we go into



          24      executive session not to exceed 30 minutes.



          25                     JOHN PETTEY:  It's twenty-five
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           1      after.  That will work?



           2                     LORETTA COLOMBEL:  Second.



           3                     DAVID ALVEY:  Second.



           4                     JOHN PETTEY:  All in favor?



           5                     (Board responds aye.)



           6                     JOHN PETTEY:  Opposed?



           7                     (No response.



           8                     JOHN PETTEY:  Motion carried.



           9               (Proceedings concluded at 7:19 PM.)



          10



          11



          12



          13



          14



          15



          16



          17



          18



          19



          20



          21



          22



          23



          24



          25

�

                                                                 65







           1                    C E R T I F I C A T E



           2



           3                I, Kimberly R. Greiner, a Certified



           4      Shorthand Reporter of the State of Kansas, do



           5      hereby certify:



           6                That prior to being examined the



           7      witness was by me duly sworn;



           8                That said proceeding was taken down by



           9      me in shorthand at the time and place



          10      hereinbefore stated and was thereafter reduced



          11      to writing under my direction;



          12                That I am not a relative or employee



          13      or attorney or counsel of any of the parties, or



          14      a relative or employee of such attorney or



          15      counsel, or financially interested in the



          16      action.



          17                WITNESS my hand and seal this 16th day



          18      of June, 2010.



          19



          20



          21                        ______________________________



          22                        Kimberly R. Greiner, RMR, CRR

                                    KS CSR # 1140



