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(Proceedi ngs commenced at 6:12 p.m)
HEARI NG OFFI CER  Ladi es and
gentlemen, I'mPhillip Carson, the hearing
of ficer for purposes of the 2010 rate heari ng.
And we were | ast here | ast Thursday on
Septenber 30th. Wuld any attorneys
representing intervenors please announce their
appearances and that of the intervenors.
MR ZAKOURA: Good eveni ng.
Janes P. Zakoura on behal f of the | arge vol une
col l ector and water users.
HEARI NG OFFI CER. Thank you, sir.
MR. FLAHERTY: James G Fl aherty,
O tawa, Kansas, appearing on behalf of the
i ntervenor Suburban Water Conpany.
HEARI NG OFFI CER.  Thank you.
MR. YARNELL: Rick Yarnell.
HEARI NG OFFI CER.  Thank you,
M. Yarnell. M. Peters
MS. PETERS: Thank you, Your
Honor. And ny name is Kathy Peters representing
the BPU in this matter. And I'd like to al so
et the record reflect that two of the
consul ting engineers -- three of the consulting
engi neers from Bl ack & Veatch are present in
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the -- in the audi ence, Arnold Wiite, Bob Brady
and Craig Brown and that Ed Overcast is present
on the tel ephone and that M ke Gorman is also
present in the audience representing the |arge
power group. And | think that's everyone in the
roomwho's representing an intervenor, correct?

Thank you very nuch. Ladies and
gentlemen, I'd like to go over a fewthings with
you, and then we will turn this matter over to
you. The hearing to date summary |'ve given you
afewtinmes, 1'd like to give it to you again in
brief one tine so it wll catch us up with where
we are at this point.

As you know, under the Unified
Governnent charter ordi nance and the procedures
governing the rate process, the BPU has to
publish notice of a public hearing for a utility
rate increase at |east 90 days before the
heari ng commences. Notice was published in
February. The public hearing conmmenced on May
3rd. There were public hearing sessions on My
3rd and 4th. And at that tine, the BPU staff
and consultants presented staff's
recomrendati ons for adjustments to the rates.
There were then opportunities for public
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coments at each of those public hearing
sessions. And the hearing officer then closed
the public portion of the hearing and opened the
technical portion of the hearing, which is still
presently underway.

During the technical portion, there's
t echni cal evidence fromthe BPU staff and
consultants and fromthe intervenors if any
parties filed a petition to intervene before the
deadl i ne has passed. You had three tinely
petitions to intervene. One from an individual,
one from a whol esal e water custoner, and one
froma group of |arge power custoners. And as
you know, all of those intervenors are
represented before you this evening.

On May 4th, the BPU staff presented its
prefiled technical testinmony. Individual
intervenor filed its testinmony. The group of
| arge power customers asked for additional tine
to file their testinony, and this was granted

for this -- for this custonmer and the whol esal e
wat er cust oner.
You had -- you resuned the technical

portion on June 16th and you had a presentation
by the BPU staff and by Ji m Zakoura on behal f of
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the | arge power custoner group and by the

i ndi vidual intervenors. And this followed a
peri od where these people had tal ked to each

ot her about recommendations that could be agreed
upon to give you for 2010 rate increases. And
the results of the discussions to date were then
presented to the board.

And on June 16th, you approved the
i npl ementation of rate increases in 2010 that
were effective July 1, 2010, as reconmmended by
this group with a 7 percent increase in revenues
fromelectric base rates and an 8 percent
increase in revenues fromwater base rates. As
we told you at that tinme, adjustnments had been
made in the energy rate conmponent to back out
t he known contractual fixed power costs, to take
t hose out of the base rate increase so that you
had just the 7 percent in revenues fromelectric
base rates and that those additional ERC costs
woul d not be recovered through the ERC.

At that tine, you directed that the
electric rate increase be inplenented on an
across the board basis and that the water rate
increase be inplenmented as set out in the water
cost of service study which had been the
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recommendati on. You al so approved provisional
increases for 2011, '12 and '13 in the
percentages indicated in the cost of service
studies. And those were 7 percent for electric
each year and for water 8 percent in 2011, 7 1/2
percent for 2012 and 7 1/2 percent for 2013.

You set deadlines for the filing of
technical testinmony. You directed that the
intervenors should file their technical
testimony by August 16th and that the BPU staff
file rebuttal testinony by Septenber 7th. And
you indicated that you expected to make a final
decision in late Septenber or early Cctober.

And you said you wanted all of the evidence in
by the end of Septenber. That was done.

Prior to those filings, you heard from
a group of the large power custoners. They
asked for the opportunity to address you. And
t he hearing was reopened on August 4th, at which
time you heard fromthose | arge pow custoners.
And you also | believe had a few peopl e nake
coments during the public portion of that
neeting. But the coments fromthe |arge power
custoners were part of the rate hearing.

Rate hearing was then continued. And,
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as | said, the intervenors filed their testinony
by Septenber 7th to the extent that they had
technical testinony -- sorry, by August 16th.
They filed their testinony by August 16th. BPU
staff filed its testinony on August 7th except
for a small anmount of testinony -- additional
studies that they requested a few additional
days to file, and that was filed on

Sept enber 10t h.

You subsequently received witten
coment s from Suburban Water Conpany, the
whol esal e intervenor. And on Septenber 30th,
| ast Thursday, you held again another public
heari ng where you received a presentation for
each of the |large power group, fromthe Suburban
Wat er Conpany, the whol esal e custonmer, and from
the BPU staff and its consulting engineers. And
you had the opportunity at that time to ask
guestions of everyone.

And you have al so received hard copies
of all of the rate proceedings. You' ve received
hard copies of all of the trial -- sorry, of al
of the hearing transcripts. You've got copies
of all of the exhibits that have been fil ed.

You' ve had the opportunity to review the things

Metropolitan Court Reporters, Inc. 913-317-8800





0O ~NOOTLh WN R

Page 8

that were said when you weren't here such as
public comrents received on the 3rd and 4th and
ot her matters.

| thought it would be a good idea
before we go through what your decisions are
t hough to say sonething that we haven't yet said
in these proceedings, and that is to refresh
everyone's nenory about what the charter
ordi nance says you are to do in the way of
setting rates. And | have given you and have
given to each of the intervenors a copy of page
1 and page 11 of the charter ordinance which was
adopted by the Unified Governnment relating to
BPU. And this basically lifts fromthe statutes
whi ch have governed BPU the rate setting
proceedi ngs and requirenents and put themin the
formof a single utility rather than a separate
electric division and a water division.

So if you look at page 11, section 20,
itemAtells you what your responsibilities are.
And I'"Il just read that into the record.

The board shall fix reasonable rates
for utility services and products furnished to
its consuners which, 1, wll secure an incone
sufficient to pay all salaries and wages of al
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officers and enpl oyees of any utility. 2, wll
cover the cost of all materials and supplies
used in the operation of any utility. 3, wll
cover the cost of all repairs of any utility.

4, wll cover all m scellaneous
expenses of any utility. 5, will pay
contractual and other financial obligations of
the board or the Unified Governnent incurred for
t he purpose of purchasing, inproving or
extending any utility, including multi-year
obligations directly or indirectly related to
t he payment of the principal of and interest
upon revenue bonds, and will provide a sinking
fund sufficient to pay the principal of and the
i nterest on such indebtedness at maturity. And,
6, will cover the cost of all repairs and
renewal s of any utility and all material used,
together with a reasonabl e all owance for
emer gency and unforeseen expenses.

Sonme of the evidence that was presented
to you on Septenber 30th related solely to KCC
regul ated utilities. You are not regul ated by
the KCC, and those statutes do not govern you.
It is section 20 that governs your rate setting
requirenments.
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Now, you heard froma | ot of people
about issues that were before you. And I'd |ike
to just summarize what | believe to be the
decisions that are before you. | have given you
a handout which item zes what | believe to be
t hese issues. And, of course, these are al
policy matters for your consideration.

And I'lIl go through these and then we
will leave it to you to discuss and nmake
what ever decisions you wish to this evening, or
if you wish to delay any decisions to do that as
well. And you can certainly feel free to ask
questions of me, of any of the other
i ntervenors' counsel and of any of the
intervenors' engineering consultants who are
present today by phone or in person.

It appears to us that the matters
requiring decisions are, first, whether you want
to approve a nulti-year plan, approving rate
increases for 2012 and '13 as well as 2011 or to
approve a rate increase for 2011 and to defer
deci sion on 2012 and ' 13 increases.

Second, whether to approve the cost of
service and cost allocation methodol ogi es
recomended by Black & Veatch in its electric
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and water cost service studies and of course --
or to consider sonme of the other methodol ogi es
that were presented to you during testinony.

3, a determ nation of the percentage of
electric base rate increases as of the follow ng
dates, and '12 and '13 would be if the board
approves going forward with a nmulti year plan.
And, of course, you've been presented a nunber
of options for your consideration during the
testinmony that was presented to you.

4, approval of the electric base rate
i ncreases for the customer cl asses, based on the
overal | increase percentages approved by the
board. Now, the BPU staff does have tables for
you for the different options the BPU staff
presented based on the Black & Veatch

nmet hodol ogy. If you wish to choose a different
option or a different nethodol ogy, we'd have to
conme back to you with conparable -- conparable
t abl es.

But the overall recommendation is that
since you did a 7 percent across the board
i ncrease for 2010, as Black & Veatch said,
t hey' ve recommended nodifying and | evel i ng out
t he ambunt of the increase over the system
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average. Rather than front loading it in 2010,
you did a system average in 2010. And Black &
Veatch's current recommendation to you is that
no custoner be increased over 120 percent over
t he system aver age.

And that -- that snooths out that
i ncrease over the four year period rather than
front loading it. And that was -- that was

presented to you during testinony and on the
30th. But the schedules that the staff has for
the different options have that approach of
recogni zing that you had an across the board
increase and that you are not front |oading the
i ncreases for the custoner classes but snoothing
t hem out over the four year period for electric.
The fifth decision would be a
determ nation of the percentage of water base
rate increases as of the follow ng dates. And,
again, 2012 and '13 would be if the Board
approves going forward with a multi year plan.
The sixth i ssue would be the approval
of water rates for custoner classes, based on

the overall increases percentages approved by
the Board. And, again, in the testinony, there
were -- there were custoner class and size of
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neter tables for the different options presented
by the BPU. And those will be available for
your review dependi ng on the decision that you
make on the revenue increase anount. |f you

wi sh sonme ot her approach, we would have to cone
back to you with other tables. And the staff
woul d be prepared to give you those tables once
you nmeke a deci sion on your revenue increase.
No point in giving you a table until you decide
what you want to do with the percentage of the
overal | revenue increase.

Sevent h woul d be approval of an energy
rate conponent rider, either as recommended by
BPU staff or nodified to reflect the intervenor
comments. And the BPU staff has provided the
formof the ERC rider that's recomended by
staff. That's been also provided to the
intervenors in the audience.

Ei ght is approval of the environnental
surcharge rider, either as reconmended by BPU
staff or nodified to reflect intervenor
comments. And, again, you' ve been provided the
formof the ESC rider recomended by staff as a
handout. | will point out that the production
capacity allocation fornul a percentages
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contained in the ESC rider are based on the

Bl ack & Veatch cost of service study and cost

al l ocati on nethodol ogy. |If you wish to change
fromthe Black & Veatch cost of service

al l ocati on net hodol ogy, we woul d change those

production capacity allocation fornmulas.

Ninth is something that is a joint
recomendation fromall. A is that you approve
that joint recommendati on that no change be made
at this time to the on-peak period for the
billing demand neasurenent time and that such
on- peak period continue its current time frane,
10: 00 a.m to 8:00 p.m, until additional study
of this issue can be undertaken.

Now, we can't tell you that any
recomrendati on for change would conme back to you
after that additional study, but it's going to
be a year or so. W don't want to reopen a rate
hearing just to nake a change in that. So we're
secondly recomrendi ng that you hold open in this
rate proceeding the issue of that on peak period
for the billing determ nant measurenent tine.
And that woul d be subject to further action by
you after that further study's received. So
that's the one issue that there's a joint
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recomrendati on that you hol d open.

Tenth is a decision on the rachet to be
used for winter demand building. And the BPU
staff recommends that a 70 percent rachet
continue to be used for winter demand billing.

And, finally, a discussion of the
future review of financial performance and
progress of the BPU toward neeting the financial
goal s and a determ nation of whether you now
wi sh to give a direction to staff, as a part of
t hat ongoi ng revi ew and eval uati on of collection
revenues under whatever rates you approve, and
of the operating and capital expenditures that
the staff would provide you an anal ysis of
whet her the financial nmetrics in the rate plan
have been nmet or exceeded to give you a basis to
consi der whether you m ght have a downward
adjustnment to rates in a future year.

| m ght point out, that m ght also tel
you that you needed to consider a further rate
i ncrease, which would have required a rate
hearing. But at any rate, the question before
you is do you want staff to come back to you
with this analysis on an ongoi ng basis as
performance cones in.

Metropolitan Court Reporters, Inc. 913-317-8800





0O ~NOOTLh WN R

Page 16

And, finally, two housekeeping matters.
And that is on the |ast page, 12, you should
give a direction to Black & Veatch after you've
made your decisions that they prepare a final
rate manual based on the rate increase decisions
that are nmade by the Board and the decisions on
t he Bl ack & Veatch proposed rate design. And,
finally, that you give a direction to nme once
you' ve made your decisions to prepare a witten
order for the Board that you can then sign that
woul d set out your decisions, the basis for the
deci sions as you've indicated during your
proceedi ngs tonight and the directions that are
made by the board. So that's -- that's a
sunmary of where we are. And with that, we'll
turn it over to you.

MR. M LAN. Based on the review
fromcounsel on matters to be required in
decision, | nake a notion to approve the Black &
Veat ch cost of service study and cost allocation
as presented fromBlack & Veatch. That's the
first option | have before ne.

M5. COLUMBG |'Ill second that
not i on.

MR PETTEY: Any di scussion?
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MR ALVEY: | just want to
clarify. So we're working with matter 1

M5. COLOMBEL: Actually, matter
2, the notion to approve the cost of service and
t he cost allocation nethodol ogi es recomended by
Bl ack & Veatch in its electric and water cost of
service studies. | imagine we have to have a
second notion on the nulti year --

M5. PETERS: Yes.

M5. COLOMBEL: -- so | think --
is that correct, Bob, that your notion is for
the Bl ack & Veatch study?

MR MLAN  Right.

M5. COLOMBEL: And that's what |
second.

MR ALVEY: (Xay.

MR. M LAN. Before we take a rol
call vote on that, let nme have a little few
noment s.

MR. EIDSON: | can barely hear
you, Sir.

MR MLAN | said |et nme have a
few monents please. This is a difficult
deci si on when we're tal ki ng about the
responsibility of a financial obligation that
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t his Board has under consideration of custoners
big and small. The decision was not an easy one
because what the Board was presented with were
many pi eces of docunmentation.

| have before ne the report fromthe
intervenors |'ve studied quite well. | have
recommendation fromthe staff presented quite
well. | have charts and diagrans to conpare
each of the ratings with other comunity areas
around Kansas City and surrounding territories.
| have before nme the testinony taken by the
court reporter here, very costly, very tine
consum ng.

And, finally, | have the fina
concl usi on reconmmended from Bl ack & Veatch based
on ny notion to consider the (inaubidle) that
we've had with the staff, going over all the
options that we have, we have a reasonabl e
i ncrease, so to speak, that best serves the
communi ty, our customers, Kansas City, Kansas
and Wandotte County.

Thi s docunment was the final docunent |
received fromthe consulting engineers, Black &
Veat ch, which clearly states the risks, the
rational e, the purpose of the rate increase that
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we're proposing tonight. | would like to say to
ny board nenbers -- this is ny independent
statenent, ny independent judgnment, |'mj ust

sharing with you some of what 19 years have
t aught ne.
| think the Board has been very, very

reasonable in the last 19 years in terns of rate
increase. | think were too small. 1've
expressed that many tinmes. And we needed to
probably have small rate increases from 2006 and
before in order to not reach this sanme point.
But under the circunstances, under the
circunstances, based on cost allocation, cost of
service study and all the other conponents that
go with that rate increase design, this is why |
make nmy comments. Thank you very nuch

MR PETTEY: Do you at this tinme
just want to vote on the electric or do you want
to add the cost of service for water also?

M5. COLOMBEL: Well, | think in
this recommendation, it says that it's electric
and wat er.

MR PETTEY: Ckay. | just wanted
to make -- | nean, that's what it was, but the
way we tal ked -- make that understood. Any
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ot her di scussi on?
| guess we give a roll call, please, to
see what happens there.
M5. BOEDING Yes. Roll call
Loretta Col onbel .

unani nous. Aye
BOEDI NG  Mdtion carries.
PETTEY: Thank you. Rob.

M LAN:  And we have anot her
item here that probably should be up front, nake
sure that (inaudible) information. The issue is
maki ng sure that our plan it can be deferred
from'12, '13 based on what the recommendati ons

M5. COLOMBEL: Aye.

M5. BOEDING Mary Gonzal es.

M5. GONZALES: Aye.

M5. BOEDING Terry Eidson

MR. EI DSON:  Aye.

M5. BOEDI NG  David Al vey.

MR ALVEY: Aye.

MS. BOEDI NG Robert M an,
Seni or .

MR M LAN.  Aye.

M5. BOEDI NG John Pettey.

MR PETTEY: "Il make it

VB.

MR

MR
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made of counsel here. Do you get that?

M5. COLOMBEL: Are you making a
notion to approve the nulti year plan?

MR MLAN Right, right.

M5. COLOMBEL: For the rate
i ncreases for 2012 and 2013?

MR MLAN  Right.

M5. COLOMBEL: As well as this
one -- the present year that we're in?

MR M LAN.  Absol utely.
Absol ut el y.

M5. COLOMBEL: |'Il second your
not i on.

MR M LAN.  Make sure it's clear.

MR ALVEY: | think we say we
wi sh to approve a multi year plan to approve
rate increases for 2011, 2012, 2013.

MR M LAN  Precisely.

M5. GONZALEZ: And we're talking
water and electric. |Is that your intent,
M. MIlan?

MR. M LAN. That's correct.

MR EIDSON: And that is based on
the Black & Veatch study that was presented to
us.
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M LAN: Yes. Absolutely.
ALVEY: Second.
PETTEY: Loretta already

ALVEY: Sorry.
COLOMBEL: That's okay.
PETTEY: Any ot her

call, please.

BOEDI NG Rol |l call. Loretta

COLOMVBEL: Aye.

BOEDI NG  Mary Conzal es.
GONZALES:  Aye.

BOEDI NG  Terry Eidson
El DSON:  Aye.

BOEDI NG  David Al vey.
ALVEY: Aye.

BOEDI NG  Robert M an,

M LAN:  Aye.

BOEDI NG  John Pettey.
PETTEY: Aye.

BOEDI NG Mdtion carries.
COLOMBEL: Do we --

do we al so need an approval on the
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custoner classes or do we go now to the energy
rate conmponent and the energy surcharge?

MR MLAN That's inportant.

MS. PETERS: Ms. Col unbel,

t hi nk you shoul d take up a decision on each of
these itenms in order.

MR PETTEY: So we were | ooking
at No. 7. Now --

MS. PETERS: Actually, | think
we're | ooking at No. 3.

MR. PETTEY: kay.

M5. COLOMBEL: And the notion
woul d be that the percentage of the electric
base rate increase as the follow ng dates in
accordance with the Black & Veatch study?

MR M LAN  You nake a notion?

M5. COLOMBEL: No. |'m asking
Kathy if that's the proper --

M5. PETERS:. Excuse ne just a
second. | would suggest to you that you just
include in your notion the percentages that you
wi sh to increase. Now, the Black & Veatch study
called for on the electric side 7 percent
January 1, 2011, 7 percent January 1, 2012,

7 percent January 1, 2013. And | would ask you
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is that the inport of your notion?

M5. COLOMBEL: Yes.

MR MLAN Right.

MR. EIDSON: On what cl ass of
service?

MR ALVEY: W're not talking
about - -

M5. COLOMBEL: We're just on No.
3.

MR, EIDSON: | understand that.

MR ALVEY: |It's the electric
base rate.

M5. COLOMBEL: R ght. So that ny

notion was that it would be the 7 percent in
January 1, 2011, 7 percent January 1, 2012, and
7 percent as of January 1, 2013, and that woul d
be the electric only.

MR ALVEY: Base rate, not
according to cl ass.

M5. COLOMBEL: Yes. And that is
in the formof a notion, please.

MR. M LAN.  Second the notion.

MR PETTEY: Any ot her
di scussion? Roll call, please.

M5. BOEDING Roll call
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Col unbel .

M5. COLOMBEL: Aye.

M5. BOEDI NG  Gonzal es.

M5. GONZALES: Aye.

M5. BOEDI NG  Ei dson

MR. EI DSON:  Aye.

MS. BOEDI NG Al vey.

MR ALVEY: Aye.

M5. BOEDING M an

MR M LAN.  Aye.

M5. BOEDI NG  Pettey.

MR. PETTEY: Aye.

M5. BOEDING  Mdtion carries.

MR ALVEY: | think on No. 4 --

MS. PETERS: No. 4, we have --

MR ALVEY: An adjustnent to the
ori gi nal .

M5. PETERS:. As | indicated, we

had handouts based on what option you chose or
if you chose sone other one. And Lori has the
Bl ack & Veatch reconmendations for the rate
i ncreases for the custoner classes based on the
7 percent overall base rate increase.

MR. ALVEY: This is -- and so,
Kathy, if | may ask, to be clear, this is with
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there not being an adjustment greater than
120 percent of the average systenf

M5. PETERS: | would ask Craig to
answer that question. Craig Brown.

MR. BROAN: That is correct.
believe it's actually -- | think it was
8.5 percent actually in 2011, but it's like
121 percent, approximately 120 percent of the
system aver age.

MR. EIDSON:. Craig, | have a
questi on.

MR. BROAN:  Sure.

MR. EIDSON: Wiy woul d we not
have a rate increase for USD 500 schools? W're
at 0 percent in "11, O percent in '"12. |
nean --

MR BROWN: The initial reasoning
was for -- in our original reconmendations, it
was recommended they should have O percent in
the first year and | believe the second year and
then increase to 3 percent in '12 and 5 percent
| believe in '13, approximately. Wen they got
a 7 percent across the board in July 2010, it
was determ ned, in collaboration with the staff
as well, that they should have 0 percent because
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they weren't going to get up to 7 percent until
about the third year.

M5. COLOMBEL: Yes. | renenber
t hat di scussi on.

MR EIDSON: |'mnot so sure |'m
in agreenent with that, but at this point, |
don't know what we woul d do about it.

MS. COLOMBEL: | think --

MR PETTEY: Well, they had a 7,
but it was going to be O.

M5. COLOMBEL: It was going to be
a 5 and 3.

MR. EIDSON. Everybody got a 7.

MR PETTEY: Yeah, but | nean,
they were really going to --

MR BROWN: | can clarify that.
They were 0, 3 in 2011 and 5 in 2012 and 7 in
2013 was the original plan.

MR PETTEY: Yeah.

MR. EIDSON:. That's what |'m
| ooki ng at.

MR BROWN: And approxi mately 7
in 2010 by the tinme you get a 0 and 3 and a 5,
be about the sanme spot by the end.

MR PETTEY: Ckay.
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MR. ALVEY: | nake a notion to
approve the electric base rate increases for the
custoner cl asses based on the table presented by
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staff.

M5. COLOMBEL: 1'Il second the
not i on.

MR PETTEY: Roll call pending
any other discussion. Roll call, please.

M5. BOEDING Roll call
Col unbel .

M5. COLOMBEL: Aye.

MS. BOEDI NG  Gonzal es.

M5. GONZALES: Aye.

MS. BOEDI NG  Ei dson

MR. EI DSON:  Aye.

MS. BOEDI NG Al vey.

MR ALVEY: Aye.

M5. BOEDING M an

MR M LAN.  Aye.

M5. BOEDI NG  Pettey.

MR PETTEY: Aye.

M5. BOEDING Motion carries.

MR PETTEY: Ckay. No. 5.

M5. COLOMBEL: Do we have a

determ nation for the water percentage? Just
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anot her clarification.

MS. PETERS: The cost of service
study indicated that water would be 8 percent in
2011, 7 1/2 percent in 2012 and 7 1/2 percent in
2013.

MR EIDSON: Say that one nore
time, Kathy, |'msorry.

MS. PETERS: The cost of service
study indicated for water an 8 percent increase
in 2011, 7 1/2 percent in 2012, and 7 1/2
percent in 2013.

MR EIDSON: Thank you.

MR. M LAN. Those percent ages
were included in the itemNo. 2. She's just
verifying what those are.

M5. PETERS: No. W want a
separate notion on those.

M5. COLOMBEL: But we do need a
separate notion. Are you nmeking a notion?

MR MLAN Yes. | make a notion
to accept item4 --

MR EIDSON:. 5.

MR MLAN Item5 as presented.

MR EIDSON: Second.

MR PETTEY: Any ot her
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di scussi on?

MS. PETERS: Again, | would like
toclarify that notion. You are noving that the
wat er increase be 8 1/2 percent in 2011 --

MS. GONZALEZ: 8.

MR EIDSON: 8.

M5. COLOMBEL: 8 percent 2011

MS. PETERS: Sorry. Good thing |
clarified that. 8 percent in 2011, 7 1/2
percent in 2012 and 7 1/2 percent in 2013.

MR MLAN. That's correct.

MR. PETTEY: Ckay. Roll call,
pl ease.

M5. BOEDING Roll call
Col onbel .

M5. COLOMBEL: Aye.

M5. BOEDI NG  Gonzal es.

M5. GONZALES: Aye.

M5. BOEDI NG  Eidson

MR. EI DSON:  Aye.

MS. BOEDI NG Al vey.

MR ALVEY: Aye.

M5. BCEDING M an

MR M LAN.  Aye.

VB.

BOEDI NG Pettey.
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MR PETTEY: Aye.

M5. BOEDING Motion carries.

M5. PETERS: And we have asked
Loretta to hand out a schedule of the water
rates for the custoner classes based on that
overall increase. Again, we had the different
options that have been presented to the Board.
This is the one contained in the original cost
of service report.

M5. COLOMBEL: 1'Il nake a notion
to approve the water rates for custoner classes
based on the average increase percentage that
has been present ed.

M5. GONZALEZ: | second.

MR PETTEY: Ckay. Any
di scussion on that? Mtion by Ms. Col unbel,
second by Ms. Conzal es to approve as presented
to us. Roll call, please.

M5. BOEDING Roll call
Col onbel .

COLOMVBEL: Aye.
BOEDI NG  Gonzal es.
GONZALES:  Aye.
BOEDI NG  Ei dson

El DSON:  Aye.

25555

Metropolitan Court Reporters, Inc. 913-317-8800





0O ~NOOTLh WN R

Page 32

MS. BOEDI NG Al vey.

MR ALVEY: Aye.

M5. BCEDING M an

MR M LAN.  Aye.

M5. BOEDI NG  Pettey.

MR. PETTEY: Aye.

M5. BOEDING Mbtion carries.
MR ALVEY: 1'd like to nake a

notion for approval of the energy rate conponent
rider as recommended by BPU staff.

M5. GONZALEZ: Second.

MR PETTEY: Got a notion by
M. Alvey and second by Ms. Gonzal es to approve
the rate. Any discussion on that? Let's rol
call, please.

M5. BOEDING Roll call
Col onbel .

M5. COLOMBEL: Aye.

MS. BOEDI NG  Gonzal es.
M5. GONZALES: Aye.

MS. BOEDI NG  Ei dson
MR. EI DSON:  Aye.

MS. BOEDI NG Al vey.
MR ALVEY: Aye.

IVS.

BOEDI NG M I an
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MR M LAN.  Aye.

M5. BOEDI NG  Pettey.

MR PETTEY: Aye.

M5. BOEDING  Mdtion carries.

MR. PETTEY: Next is the ERC --

MS. PETERS: ESC.

M5. COLOMBEL: Environnent al
surcharge rider

MR. PETTEY: Yeah, |'msorry.

M5. COLOMBEL: Motion to approve
t he environmental surcharge rider recomended by
staff.

M5. GONZALEZ: Second.

MR PETTEY: Mbtion by
Ms. Col unmbel, second by Ms. Gonzal es to approve
t he environnental surcharge rider. Any
di scussion? Roll call, please.

M5. BOEDING Roll call
Col onbel .

M5. COLOMBEL: Aye.

M5. BOEDI NG  Gonzal es.

M5. GONZALES: Aye.

M5. BOEDI NG  Ei dson

MR. EI DSON:  Aye.

MS. BOEDI NG Al vey.
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ALVEY: Aye.
BOEDING M an
M LAN:  Aye.
BOEDI NG  Pettey.
PETTEY: Aye.
BOEDI NG Mdtion carries.
COLOMBEL: | guess | have a
question on No. 9. |Is the recommended --
recomrendation by staff and intervenors, is this
the one that Lori presented to us |ast week that
we woul d hold where we are; is that correct?

M5. PETERS: Yes, ma'am

M5. COLOMBEL: Ckay. Mdtion to

OHIDDDD

approve.
MR. EIDSON. Second.
MR PETTEY: Mbtion by
Ms. Conzal es, second by M. Eidson to approve
staff recommendati ons on the on-peak peri od.
Rol | call, please.
M5. BOEDING Roll call
Col onbel .
M5. COLOMBEL: Aye.
M5. BOEDI NG  Gonzal es.
M5. GONZALES: Aye.
M5. BOEDI NG  Ei dson
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El DSON:  Aye.

BOEDI NG Al vey.

ALVEY: Aye.

BOEDING M an

M LAN:  Aye.

BOEDI NG Pettey.

PETTEY: Aye.

BOEDI NG  Mdtion carries.

PETTEY: No. 10 is the BPU

staff recommendation that a 7 percent ratchet

continue to be used for winter demand billing.
M5. GONZALEZ: | nove to approve

t hat we use the 7 percent rachet continuing for

w nter denmand.

253535303

M5. COLOMBEL: Second.

MR, PETTEY: Motion by
Ms. Conzal es, second by Ms. Col onbel to approve
the 7 percent rachet for winter demand billing.
Any ot her discussion? Roll call, please.

M5. BOEDING Roll call
Col onbel .

M5. COLOMBEL: Aye.

MS. BOEDI NG  Gonzal es.

M5. GONZALES: Aye.

MS. BOEDI NG  Ei dson
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MR. EI DSON:  Aye.

MS. BOEDI NG Al vey.

MR ALVEY: Aye.

M5. BOEDING M an

MR M LAN.  Aye.

M5. BOEDI NG  Pettey.

MR. PETTEY: Aye.

M5. BOEDING Motion carries.
MR PETTEY: No. 11 is a

di scussi on of further review of the financial
per f ormance and progress of the BPU toward
nmeeting our financial goals.

MS. COLOMBEL: And | think this
is very key, M. Pettey.

MR MLAN This is very
inmportant. This should be explained really
clearly.

MS. COLOMBEL: And | think
Ms. Gonzal es has stated this all along that as
we go through this process and we do have these
i ncreases that we are watched very cl osely what
we're doing with our expenditures and with
capital inprovenents.

MR M LAN.  Absol utely.

M5. COLOMBEL: So do we need this
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inaformof a notion as to an exact time frame
we want ?

MR MLAN I'll request the
whol e paragraph be read clearly to make sure
it's understood between us and the public so we
under stand what we really nean.

M5. PETERS: W woul d suggest
that you consider this at a mninumat the tine
that you're putting your budget together for the
follow ng fiscal year that you get an anal ysis
of where you are for neeting your financial
metrics to date.

M5. COLOMBEL: | think I would
like nmore than one a year. | think I'd at |east
like a six nonth interval

MR ALVEY: M only -- | think

that this is sonething that we do, you know, the
nonthly financial reports, the quarterly

reports. | believe this is a function that
we're already accomplishing. I'mreally not --
| can see why we would vote for this, but we do
it as a rule anyway. So | wouldn't want -- if
we pass it, | don't want to give people the idea
that we don't do this on a regul ar basis.

M5. COLOMBEL: | agree, David.
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just -- 1 think in the interest of public

di scussion and -- that it is a separate item
that -- | would say twice a year, you know,
during budget time and then late -- maybe again
in July that it is a single discussion on the
out cones and what we have been able to -- to
meet in our financial goals the best

determ nation. | know we have a nonthly, but |
woul d still like to see what this process has

br ought us to.

MR MLAN Well, | take a
di f ferent approach.

MS. COLOMBEL: Ckay.

MR MLAN What I'mtrying to
say -- unless you want to read it --

MR PETTEY: Go ahead.

MR MLAN Item 11, Di scussion
of further review of financial performance and
progress of the Board towards neeting the
financi al goal and determ nation of whether to
give a direction to staff, as a part of the
ongoi ng revi ew and eval uati on of collection of
revenues under the approved rates and operation
and capital expenditures, to provide an anal ysis
of whether the financial netrics in the rate
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pl an have been net or exceeded to provide a
basis for the Board to consider whether a
downwar d adj ustnent to rates may be made in the
future.
We're saying that if it |ooks better in

'11 and '12, then the staff should take and
adjust -- | want to nmake it clear that although
we agree to these figures tonight, these
per cent ages, we have the option, the staff has
the option to | ook at the analysis and review as
we prom sed the intervenors and the public, we
will look at these rates. W may go down to 6
next year, okay. 5. Hope we go down to 0. But
anyway, that's hypothetical, but my point is,
that's the purpose of 11

M5. COLOMBEL: | agree.

MR MLAN It should be clear.
Do you understand that?

M5. COLOMBEL: | totally agree.

MR- MLAN. Ckay. Thank you.

MR. PETTEY: Well, the pilot
should go down. W know it's going to go down.

MR EIDSON: | agree with this.
W do | ook at that nonthly, the finance
commttee does | ook at the -- where the Board or
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where the utility is on a nonthly basis. And |
don't think there's anybody up here at this
tabl e that had the opportunity to | ower the
rates would not hesitate to do that if
everything was sound and stable here at the BPU

MR MLAN Well, based on what
we approved in the rate increase, this reflects
this particular set of circunstances, okay.

M5. COLOMBEL: So would the
di scussion be that this is handled yearly in the
budget review for the foll ow ng year so we woul d
know i f there was a possibility of a reduction
in the rates?

MR PETTEY: Well, ask for a
timely report so we can decide in advance what
we can do, if we can or cannot with --

MR MLAN It gives direction to
the staff saying, tell the Board where we are,
do we stay status quo, do we have an opportunity
based on analysis to reduce or stay where we
are. It's telling the staff what to do here.

MR ALVEY: |If the direction to
the staff is that they have to present proposal
to us specifically addressing that rates ought
to remain at the |evel, which has been
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establ i shed by the decision tonight, or whether
an adj ustnent downward, if they are directed
specifically to offer a recormendation, that's
different than just -- | think this doesn't
quite say what we're trying to say. | think
what it needs to say is staff should be directed
to recormend any rate increase or decrease --

MR PETTEY: Can't increase.

MR ALVEY: I|'msorry. Any rate
decrease from what was established by deci sions
tonight. |If that's what we're trying to do,

then I'mfine with that.

M5. COLOMBEL: Yes. That's the
whol e basi s.

MR MLAN. That's what it's
trying to say.

MR. ALVEY: Yeah. | don't think
it says that in the |anguage.

MR. EIDSON. It could be done
when we're working on the budget, yearly budget.

M5. COLOMBEL: Mary.

MR MLAN. W have tinme to agree
upon the staff later on. Mve on fromthat.

M5. COLOMBEL: Would you like to
make that in the formof a notion, David?
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MR ALVEY: Sure. [I'Ill just
change -- the only | anguage | woul d change there
is to direct the staff to provide an analysis
and a recommend- -- an analysis of whether the
financial netrics in the rate plan have been net
or exceeded and to recommend or not recommend a
downward adjustnment to rates to be made in the
future year.

MR EIDSON: Do you want to tie
that to the Board?

MR, ALVEY: Actually, a
recomrendati on.

MR MLAN It nmeans the sane.
Fine with nme.

EIDSON: Tied to a budget

pr oceedi ng.
COLOMBEL:  Second.
PETTEY: Any ot her

call.
BOEDING Roll call.

25 2

di scussion? Ro

Col onbel .
COLOMVBEL: Aye.
BCEDI NG  CGonzal es.
GONZALES:  Aye.
BCEDI NG  Ei dson

DHHD B
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El DSON:  Aye.
BOEDI NG Al vey.
ALVEY: Aye.
BOEDING M an
M LAN:  Aye.
BOEDI NG Pettey.
PETTEY: Aye.

BOEDI NG Mbtion carries.

PETTEY: No. 12, we're

asking -- we're directing Black & Veatch to
manual based on the rate
i ncreases decisions we've just nmade on the

prepare a fina

proposed rate.

MR.
MR.
MR.
Roll call, please.
VS.
Col onbel .
VS.
VS.
VS.
VS.
MR.
VS.

ALVEY: So noved.
M LAN:  Second.
PETTEY: Any di scussion?

BOEDI NG Rol |l call.

COLOMVBEL: Aye.
BOEDI NG  Gonzal es.
GONZALES:  Aye.
BOEDI NG  Ei dson

El DSON:  Aye.
BOEDI NG Al vey.
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MR ALVEY: Aye.

M5. BOEDING M an

MR M LAN.  Aye.

M5. BOEDI NG  Pettey.

MR PETTEY: Aye.

M5. BOEDING Motion carries.
MR PETTEY: 13, give direction

to the rate counsel to prepare a witten order
for the Board, setting out the decisions,
evidentiary basis on the decisions and
directions nade by the Board.

EI DSON:  So noved.

ALVEY: Second.

CCOLOVBEL: Second.

PETTEY: Roll call, please.
BOEDI NG Who's the second?
COLOVBEL: | said it.

EI DSON: Loretta Col unbel.
BOEDING Roll call.

Col onbel .
COLOMVBEL: Aye.
BOEDI NG  Gonzal es.
GONZALES:  Aye.
BOEDI NG  Ei dson

El DSON:  Aye.

25500 9IPPIPDD
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MS. BOEDI NG Al vey.

MR ALVEY: Aye.

M5. BCEDING M an

MR M LAN.  Aye.

M5. BOEDI NG  Pettey.

MR. PETTEY: Aye.

M5. BOEDING Mbtion carries.
MR. PETTEY: You know, | would

say thank you for everyone for all of the effort
that went into the final decision on this. It's
been a trying several nonths trying to decide
what's the best way for the BPU and our
custonmers big and snmall, and | feel that we have
done that this evening.

But |ike we have nentioned earlier, we
want to make it very clear if there's any way
that these rates can cone down in the future
years, we definitely want that to happen
They're not witten in stone. Anyone el se?

MR- M LAN.  Thank you. That's a
good conmment .

MR PETTEY: Any other board
comments on this?

M5. COLOMBEL: | also want to
t hank staff, the intervenors, the consultants.
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| know that every one of you have worked | ong
and hard to bring us testinony, statenments,
proof, facts, all of the papers that M. Ml an

spoke of. It's not an easy decision. It's
never an easy decision to increase soneone's
bill. But it's the best decision for our

utility. And I'mproud to be a part of this
board that nade a unani nous deci sion to keep our
comunity whole and to keep our utility
functioning properly.

MR MLAN |'d like to use an
Optim st Cub kind of theory which says, Forget
the m stakes of the past and press on to greater
achievenent in the future. And that's what the
Board needs to do. (Ilnaudible) tonorrow and
nove on to serve this comunity in the best
fashion we can. Thank you.

M5. GONZALEZ: 1'd also like to
say thank you to the intervenors for everybody's
time and effort on this project. The hardest
thing to do for our board nmenbers is to strike a
bal ance to preserve the integrity of our utility
and to keep our comunity noving forward. And
it's a difficult decision and one that | know
all of us have deliberated | ong and hard on.
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And we're trying to do the best for the utility
and for our comunity.

MR. ALVEY: Also, |I'd like to say
t hanks to everyone who's involved in this,
i ncluding our attorneys, our consultants,
M. Carson, our consultants from Bl ack & Veatch,
the intervenors, the industrial class custoners
and all of the custoners of the Board of Public
Uilities. | would like to rem nd fol ks that
when we started this process, we commtted
oursel ves to conducting a fair and transparent
process. And | am proud of the way that the
managenent and staff and nenbers of the Board
have done that.

And, you know, it's -- | believe we're
at a critical juncture at the BPU. | think the
evidence is clear. And what we decide to do
fromthis point on will determne the fate of
the Board of Public Uilities. W have to
restore our cash reserves. W have to restore
our debt coverage ratio. W have to restore our
capital operations. W have to do the necessary
i mprovenments, our maintenance. W have to do
these things or there won't be a BPU to talk
about. [|'mconvinced of that.
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At the sanme tinme, |I'mpainfully aware
of howthis affects the bottomline of all of
our residents and all of our industrial
custoners. You know, there's going to be an
inmpact. | understand the total BPU bill with
the pilot included does have an effect on the
conpetitiveness of every business in this city.
And |'m concerned with the inpact that this is
going to have on our -- our residential
custoners, especially those on fixed incone or
t hose unenpl oyed.

And | woul d suggest that this rate
i ncrease cannot function as the only tool that
we use to restore the BPU to its full financial
and operational health. |If there's one nessage
t hat came across loud and clear in this rate
hearing process, it's this. And that's that the
BPU nust continue to find ways to provide pure
power and pure water and at the | owest possible
cost .

In other words, | think we have been
challenged to review every line itemto
determ ne what we can do to reduce our costs and
t herefore reduce the upper pressure on rates.

W have an obligation so | believe this board is
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wlling to take a good | ook at our budget each
year to see what we can do to limt proposed
rate increases.

In short, | just think that increased
revenues that we will realize fromthese rate
i ncreases cannot be | ooked upon as a pot of gold
that we get to spend freely. On the contrary,
t hese increased revenues are an opportunity to
sustain the utility while we work to find ways
to reduce costs. OQherwise, it's been
pointless. And, again, | thank all of those who
wor ked so hard on this process.

MR PETTEY: You put it very
well, M. Alvey.

MR EIDSON: It is just -- I'mso
proud to be a part of this board and to have sat
here and know t hat we have done our diligence,
and | -- there's not nmuch else | can say.
Everyone has pretty nuch sumred up all of our
feelings. And, again, thanks to everybody, to
the staff, to intervenors, to attorneys and
again to you, Your Honor. That's all | have to
say.

MR PETTEY: Kat hy.

M5. PETERS:. Bl ack & Veatch and |
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will follow your directives. | reconmend to you
t hat you not close the hearing tonight. 1'd
like to have you have the final approval of the
rate manual and of the order and perhaps take
that up at your next neeting Cctober 20th.

MR PETTEY: Uh- huh.

M5. PETERS: And also that wll
give Black & Veatch the chance to fill out those
rate schedul es based on the decisions that
you've made and share those with M. Gorman so
t hey can nmake sure that they' re in agreenent
about all of the nunbers based on the approach
t hat you have directed us to follow

MR MLAN. WII that be the
final business?

M5. PETERS: And that will be the
final business except for holding open the
deci sion on the on peak demand period, which, as
| said, is subject to study for next year or so.

M5. COLOMBEL: So basically,
you're asking us to wait for the witten
docunent ati on?

M5. PETERS: | am [|'m
suggesting that given that you are to nmake a
final decision within five days of conpleting a
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hearing and given that you're going to approve
the final rate manual in the order, it's ny
suggestion to you that you continue this until
your next neeting so that you can approve the
order and approve the rate nmanual and then
conpl ete the hearing.

MR MLAN. | want to get sone
sleep. | just want to know when | can get it,
okay?

MS. PETERS: You can get it
tonight. You' ve made your decision. This is
housekeepi ng. Your final decision is
housekeepi ng, but just so that it's clear that
you will make -- you'll approve the order on the
20th. That's our suggestion.

MR MLAN Al right. Thank
you.

M5. COLOMBEL: Would you like a
notion, Ms. Peters?

MS. PETERS: No. | think
M. Carson can sinply --

HEARI NG OFFI CER:  Yeah. W'l
just based -- upon the Board's apparent assent,
we Wil continue this rate hearing to
October 20th at 6:00 p. m

Metropolitan Court Reporters, Inc. 913-317-8800
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MR PETTEY: \Very good.
HEARI NG OFFI CER. That's the
conclusion of this hearing for today.
(Proceedi ngs concluded at 7:05 p.m)
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CERTI FI CATE

|, Jean M Crawford, a Certified
Short hand Reporter, do hereby certify that |
appeared at the tine and place first
herei nbefore set forth, that I took down in
shorthand the entire proceedings had at said
time and place, and that the foregoing
constitutes a true, correct, and conplete
transcript of ny said shorthand notes.

JEAN M CRAWFCRD
CSR #1120, CCR #954, RPR
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the -- in the audience, Arnold White, Bob Brady
and Craig Brown and that Ed Overcast is present
on the telephone and that Mike Gorman is also
present in the audience representing the large
power group. And | think that's everyonein the
room who's representing an intervenor, correct?
Thank you very much. Ladies and
gentlemen, I'd like to go over afew things with
you, and then we will turn this matter over to
you. The hearing to date summary I've given you
afew times, I'd like to giveit to you again in
brief one time so it will catch us up with where
we are at this point.
Asyou know, under the Unified
Government charter ordinance and the procedures
governing the rate process, the BPU has to
publish notice of apublic hearing for a utility
rate increase at least 90 days before the
hearing commences. Notice was published in
February. The public hearing commenced on May
3rd. There were public hearing sessions on May
3rd and 4th. And at that time, the BPU staff
and consultants presented staff's
recommendations for adjustments to the rates.
There were then opportunities for public

Page 2

(17:49:55-18:13:16)

1

©O© 00N OB~ WNDN

NNNNNNRERRRRR R B B
O RWNRPROOO®NO®UMWNLEO

(Proceedings commenced at 6:12 p.m.)

HEARING OFFICER: Ladies and
gentlemen, I'm Phillip Carson, the hearing
officer for purposes of the 2010 rate hearing.
And we were last here last Thursday on
September 30th. Would any attorneys
representing intervenors please announce their
appearances and that of the intervenors.

MR. ZAKOURA: Good evening.

James P. Zakoura on behalf of the large volume
collector and water users.

HEARING OFFICER: Thank you, sir.

MR. FLAHERTY : James G. Flaherty,
Ottawa, Kansas, appearing on behalf of the
intervenor Suburban Water Company.

HEARING OFFICER: Thank you.

MR. YARNELL: Rick Yarnell.

HEARING OFFICER: Thank you,

Mr. Yarnell. Ms. Peters.

MS. PETERS: Thank you, Y our
Honor. And my nameis Kathy Peters representing
the BPU in thismatter. And I'd liketo also
let the record reflect that two of the
consulting engineers -- three of the consulting
engineers from Black & Veatch are present in
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comments at each of those public hearing
sessions. And the hearing officer then closed
the public portion of the hearing and opened the
technical portion of the hearing, which is still
presently underway.

During the technical portion, there's
technical evidence from the BPU staff and
consultants and from the intervenorsiif any
partiesfiled a petition to intervene before the
deadline has passed. Y ou had three timely
petitionsto intervene. One from an individual,
one from awholesale water customer, and one
from a group of large power customers. And as
you know, all of those intervenors are
represented before you this evening.

On May 4th, the BPU staff presented its
prefiled technical testimony. Individual
intervenor filed its testimony. The group of
large power customers asked for additional time
to file their testimony, and this was granted
for this -- for this customer and the wholesale
water customer.

Y ou had -- you resumed the technical
portion on June 16th and you had a presentation
by the BPU staff and by Jim Zakoura on behalf of
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(18:15:30-18:16:39) Pages (18:17:56-18:19:06) Page
1 thelarge power customer group and by the 1 asl said, theintervenors filed their testimony
2 individual intervenors. And thisfollowed a 2 by September 7th to the extent that they had
3 period where these people had talked to each 3 technical testimony -- sorry, by August 16th.
4 other about recommendations that could be agreed 4 They filed their testimony by August 16th. BPU
5 upon to give you for 2010 rate increases. And 5 staff filed its testimony on August 7th except
6 theresults of the discussions to date were then 6 for asmall amount of testimony -- additional
7 presented to the board. 7 studiesthat they requested a few additional
8  And on June 16th, you approved the 8 daystofile, and that wasfiled on
9 implementation of rate increasesin 2010 that 9 September 10th.
10 were effective July 1, 2010, as recommended by 10  You subsequently received written
11 thisgroup with a7 percent increase in revenues 11 comments from Suburban Water Company, the
12 from electric base rates and an 8 percent 12 wholesaleintervenor. And on September 30th,
13 increase in revenues from water base rates. As 13 last Thursday, you held again another public
14 wetold you at that time, adjustments had been 14 hearing where you received a presentation for
15 made in the energy rate component to back out 15 each of the large power group, from the Suburban
16 the known contractual fixed power costs, to take 16 Water Company, the wholesale customer, and from
17 those out of the base rate increase so that you 17 the BPU staff and its consulting engineers. And
18 had just the 7 percent in revenues from electric 18 you had the opportunity at that time to ask
19 base rates and that those additional ERC costs 19 questions of everyone.
20 would not be recovered through the ERC. 20  Andyou have also received hard copies
21 At that time, you directed that the 21 of al of the rate proceedings. You've received
22 electric rate increase be implemented on an 22 hard copies of all of thetrial -- sorry, of al
23 acrossthe board basis and that the water rate 23 of the hearing transcripts. Y ou've got copies
24 increase be implemented as set out in the water 24 of al of the exhibits that have been filed.
25 cost of service study which had been the 25 You've had the opportunity to review the things
Page 6 Page 8
(18:16:41-18:17:53) (18:19:08-18:20:17)
1 recommendation. Y ou also approved provisional 1 that were said when you weren't here such as
2 increasesfor 2011, '12 and '13 in the 2 public comments received on the 3rd and 4th and
3 percentagesindicated in the cost of service 3 other matters.
4 studies. And those were 7 percent for electric 4 | thought it would be agood idea
5 each year and for water 8 percent in 2011, 7 1/2 5 before we go through what your decisions are
6 percent for 2012 and 7 1/2 percent for 2013. 6 though to say something that we haven't yet said
7 You set deadlines for the filing of 7 in these proceedings, and that isto refresh
8 technical testimony. You directed that the 8 everyone's memory about what the charter
9 intervenors should file their technical 9 ordinance saysyou are to do in the way of
10 testimony by August 16th and that the BPU staff 10 setting rates. And | have given you and have
11 file rebuttal testimony by September 7th. And 11 given to each of the intervenors a copy of page
12 you indicated that you expected to make afinal 12 1 and page 11 of the charter ordinance which was
13 decision in late September or early October. 13 adopted by the Unified Government relating to
14 And you said you wanted all of the evidencein 14 BPU. And thisbasically lifts from the statutes
15 by the end of September. That was done. 15 which have governed BPU the rate setting
16  Prior to those filings, you heard from 16 proceedings and requirements and put them in the
17 agroup of the large power customers. They 17 form of asingle utility rather than a separate
18 asked for the opportunity to addressyou. And 18 electric division and awater division.
19 the hearing was reopened on August 4th, at which 19  Soif youlook at page 11, section 20,
20 time you heard from those large pow customers. 20 item A tellsyou what your responsibilities are.
21 Andyou aso | believe had afew people make 21 And I'll just read that into the record.
22 comments during the public portion of that 22 Theboard shall fix reasonable rates
23 meeting. But the comments from the large power 23 for utility services and products furnished to
24 customers were part of the rate hearing. 24 its consumers which, 1, will secure an income
25  Rate hearing was then continued. And, 25 sufficient to pay all salaries and wages of all
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Page 9

(18:20:19-18:21:27)
1 officers and employees of any utility. 2, will
cover the cost of al materials and supplies
used in the operation of any utility. 3, will
cover the cost of al repairs of any utility.
4, will cover all miscellaneous
expenses of any utility. 5, will pay
contractual and other financial obligations of
the board or the Unified Government incurred for
the purpose of purchasing, improving or
extending any utility, including multi-year
obligations directly or indirectly related to
the payment of the principal of and interest
upon revenue bonds, and will provide a sinking
fund sufficient to pay the principa of and the
interest on such indebtedness at maturity. And,
6, will cover the cost of all repairs and
renewals of any utility and all material used,
together with a reasonable allowance for
emergency and unforeseen expenses.
Some of the evidence that was presented

to you on September 30th related solely to KCC
regulated utilities. Y ou are not regulated by
the KCC, and those statutes do not govern you.
It is section 20 that governs your rate setting
requirements.
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(18:22:37-18:23:44)
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and water cost service studies and of course --
or to consider some of the other methodol ogies
that were presented to you during testimony.

3, adetermination of the percentage of
electric base rate increases as of the following
dates, and '12 and '13 would be if the board
approves going forward with a multi year plan.
And, of course, you've been presented a number
of options for your consideration during the
testimony that was presented to you.

4, approval of the electric base rate
increases for the customer classes, based on the
overal increase percentages approved by the
board. Now, the BPU staff does have tables for
you for the different options the BPU staff
presented based on the Black & Veatch
methodology. If you wish to choose a different
option or a different methodology, we'd have to
come back to you with comparable -- comparable
tables.

But the overall recommendation is that
since you did a 7 percent across the board
increase for 2010, as Black & Veatch said,
they've recommended modifying and leveling out
the amount of the increase over the system

Page 10

(18:21:30-18:22:35)
1 Now, you heard from alot of people
about issues that were beforeyou. And I'd like
to just summarize what | believe to be the
decisions that are before you. | have given you
ahandout which itemizes what | believe to be
theseissues. And, of course, these are all
policy matters for your consideration.

And I'll go through these and then we
will leave it to you to discuss and make
whatever decisions you wish to this evening, or
if you wish to delay any decisionsto do that as
well. And you can certainly feel free to ask
guestions of me, of any of the other
intervenors' counsel and of any of the
intervenors' engineering consultants who are
present today by phone or in person.

It appears to us that the matters
requiring decisions are, first, whether you want
to approve a multi-year plan, approving rate
increases for 2012 and '13 as well as 2011 or to
approve arate increase for 2011 and to defer
decision on 2012 and '13 increases.

Second, whether to approve the cost of
service and cost allocation methodol ogies
recommended by Black & Veatch in its electric
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(18:23:47-18:24:51)
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average. Rather than front loading it in 2010,
you did a system average in 2010. And Black &
Veatch's current recommendation to you is that
no customer be increased over 120 percent over
the system average.

And that -- that smooths out that
increase over the four year period rather than
front loading it. And that was -- that was
presented to you during testimony and on the
30th. But the schedules that the staff has for
the different options have that approach of
recognizing that you had an across the board
increase and that you are not front loading the
increases for the customer classes but smoothing
them out over the four year period for electric.

The fifth decision would be a
determination of the percentage of water base
rate increases as of the following dates. And,
again, 2012 and '13 would be if the Board
approves going forward with a multi year plan.

The sixth issue would be the approval
of water rates for customer classes, based on
the overall increases percentages approved by
the Board. And, again, in the testimony, there
were -- there were customer class and size of
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(18:24:54-18:25:56)
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meter tables for the different options presented
by the BPU. And those will be available for
your review depending on the decision that you
make on the revenue increase amount. If you
wish some other approach, we would have to come
back to you with other tables. And the staff
would be prepared to give you those tables once
you make a decision on your revenue increase.
No point in giving you a table until you decide
what you want to do with the percentage of the
overall revenue increase.

Seventh would be approval of an energy
rate component rider, either as recommended by
BPU staff or modified to reflect the intervenor
comments. And the BPU staff has provided the
form of the ERC rider that's recommended by
staff. That's been also provided to the
intervenors in the audience.

Eight is approval of the environmental
surcharge rider, either as recommended by BPU
staff or modified to reflect intervenor
comments. And, again, you've been provided the
form of the ESC rider recommended by staff asa
handout. | will point out that the production
capacity allocation formula percentages

Page 15

(18:27:03-18:28:04)
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recommendation that you hold open.

Tenth is adecision on the rachet to be
used for winter demand building. And the BPU
staff recommends that a 70 percent rachet
continue to be used for winter demand billing.

And, finally, adiscussion of the
future review of financial performance and
progress of the BPU toward meeting the financial
goals and a determination of whether you now
wish to give adirection to staff, as a part of
that ongoing review and evaluation of collection
revenues under whatever rates you approve, and
of the operating and capital expenditures that
the staff would provide you an analysis of
whether the financial metricsin the rate plan
have been met or exceeded to give you a basisto
consider whether you might have a downward
adjustment to ratesin afuture year.

I might point out, that might also tell
you that you needed to consider a further rate
increase, which would have required arate
hearing. But at any rate, the question before
you is do you want staff to come back to you
with this analysis on an ongoing basis as
performance comesin.

Page 14

(18:25:59-18:27:01)
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contained in the ESC rider are based on the
Black & Veatch cost of service study and cost
alocation methodology. If you wish to change
from the Black & Veatch cost of service
alocation methodol ogy, we would change those
production capacity allocation formulas.

Ninth is something that is ajoint
recommendation from all. A isthat you approve
that joint recommendation that no change be made
at this time to the on-peak period for the
billing demand measurement time and that such
on-peak period continue its current time frame,

10:00 am. to 8:00 p.m., until additional study
of thisissue can be undertaken.

Now, we can't tell you that any
recommendation for change would come back to you
after that additional study, but it's going to
be ayear or so. We don't want to reopen arate
hearing just to make achangein that. So we're
secondly recommending that you hold openin this
rate proceeding the issue of that on peak period
for the billing determinant measurement time.
And that would be subject to further action by
you after that further study's received. So
that's the one issue that there's ajoint

Page 16
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And, finally, two housekeeping matters.
And that ison the last page, 12, you should
give adirection to Black & Veatch after you've
made your decisions that they prepare afinal
rate manual based on the rate increase decisions
that are made by the Board and the decisions on
the Black & Veatch proposed rate design. And,
finally, that you give adirection to me once
you've made your decisions to prepare awritten
order for the Board that you can then sign that
would set out your decisions, the basis for the
decisions as you've indicated during your
proceedings tonight and the directions that are
made by the board. So that's -- that's a
summary of where we are. And with that, welll
turn it over to you.

MR. MILAN: Based on the review
from counsel on mattersto berequiredin
decision, | make a motion to approve the Black &
Veatch cost of service study and cost alocation
as presented from Black & Veatch. That'sthe
first option | have before me.

MS. COLUMBO: I'll second that
motion.

MR. PETTEY: Any discussion?
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MR. ALVEY: | just want to
clarify. So we're working with matter 1.

MS. COLOMBEL: Actually, matter
2, the motion to approve the cost of service and
the cost allocation methodol ogies recommended by
Black & Veatch in its electric and water cost of
service studies. | imagine we have to have a
second motion on the multi year --

MS. PETERS: Yes.

MS. COLOMBEL: -- so | think --
isthat correct, Bob, that your motion is for
the Black & Veatch study?

MR. MILAN: Right.

MS. COLOMBEL: And that'swhat |
second.

MR. ALVEY: Okay.

MR. MILAN: Before we take aroll
call vote on that, let me have alittle few
moments.

MR. EIDSON: | can barely hear
you, Sir.

MR. MILAN: | said let me have a
few moments please. Thisisadifficult
decision when we're talking about the
responsibility of afinancial obligation that

Page 19
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we're proposing tonight. | would like to say to
my board members -- thisis my independent
statement, my independent judgment, I'm just
sharing with you some of what 19 years have
taught me.

| think the Board has been very, very
reasonable in the last 19 yearsin terms of rate
increase. | think were too small. I've
expressed that many times. And we needed to
probably have small rate increases from 2006 and
before in order to not reach this same point.
But under the circumstances, under the
circumstances, based on cost alocation, cost of
service study and all the other components that
go with that rate increase design, thisiswhy |
make my comments. Thank you very much.

MR. PETTEY: Do you at thistime
just want to vote on the electric or do you want
to add the cost of service for water also?

MS. COLOMBEL: Wéll, | think in
this recommendation, it saysthat it's electric
and water.

MR. PETTEY: Okay. | just wanted
to make -- | mean, that's what it was, but the
way we talked -- make that understood. Any

Page 18
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this Board has under consideration of customers

big and small. The decision was not an easy one
because what the Board was presented with were
many pieces of documentation.

| have before me the report from the
intervenors I've studied quite well. | have
recommendation from the staff presented quite
well. | have charts and diagramsto compare
each of the ratings with other community areas
around Kansas City and surrounding territories.

I have before me the testimony taken by the
court reporter here, very costly, very time
consuming.

And, finally, | have the fina
conclusion recommended from Black & Veatch based
on my motion to consider the (inaubidle) that
we've had with the staff, going over all the
optionsthat we have, we have a reasonable
increase, so to speak, that best serves the
community, our customers, Kansas City, Kansas
and Wyandotte County.

This document was the final document |
received from the consulting engineers, Black &
Veatch, which clearly states the risks, the
rationale, the purpose of the rate increase that

Page 20
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other discussion?

| guesswe give aroall call, please, to
see what happens there.

MS. BOEDING: Yes. Roll call.
Loretta Colombel.

MS. COLOMBEL: Aye.

MS. BOEDING: Mary Gonzales.

MS. GONZALES: Aye.

MS. BOEDING: Terry Eidson.

MR. EIDSON: Aye.

MS. BOEDING: David Alvey.

MR. ALVEY: Aye.

MS. BOEDING: Robert Milan,
Senior.

MR. MILAN: Aye.

MS. BOEDING: John Pettey.

MR. PETTEY: I'll makeit
unanimous. Aye.

MS. BOEDING: Mation carries.

MR. PETTEY: Thank you. Rob.

MR. MILAN: And we have another
item here that probably should be up front, make
sure that (inaudible) information. Theissueis
making sure that our plan it can be deferred
from '12, 13 based on what the recommendations
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(18:34:23-18:35:07)

1 made of counsel here. Do you get that?
2 MS. COLOMBEL: Areyou making a
3 motion to approve the multi year plan?
4  MR.MILAN: Right, right.

5 MS. COLOMBEL: For therate

6 increasesfor 2012 and 2013?

7 MR.MILAN: Right.

8 MS.COLOMBEL: Aswell asthis

9 one -- the present year that we'rein?

Page 23
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customer classes or do we go now to the energy
rate component and the energy surcharge?

MR. MILAN: That's important.

MS. PETERS: Mrs. Columbel, |
think you should take up a decision on each of
these itemsin order.

MR. PETTEY: So we were looking
at No. 7. Now --

MS. PETERS: Actually, | think
we're looking at No. 3.

MR. PETTEY: Okay.

MS. COLOMBEL: And the motion
would be that the percentage of the electric
base rate increase as the following dates in
accordance with the Black & Veatch study?

MR. MILAN: Y ou make a motion?

MS. COLOMBEL: No. I'masking
Kathy if that's the proper --

MS. PETERS: Excuse mejust a
second. | would suggest to you that you just
include in your motion the percentages that you
wishto increase. Now, the Black & Veatch study
called for on the electric side 7 percent
January 1, 2011, 7 percent January 1, 2012,
7 percent January 1, 2013. And | would ask you,

10  MR. MILAN: Absolutely.
11 Absolutely.
12 MS.COLOMBEL: I'll second your
13 motion.
14  MR. MILAN: Make sureit's clear.
15 MR.ALVEY: | think we say we
16 wish to approve amulti year plan to approve
17 rateincreasesfor 2011, 2012, 2013.
18  MR. MILAN: Precisely.
19 MS. GONZALEZ: And weretalking
20 water and electric. Isthat your intent,
21 Mr. Milan?
22 MR. MILAN: That's correct.
23 MR. EIDSON: And that is based on
24 the Black & Veatch study that was presented to
25 Us.
Page 22

(18:35:08-18:35:38)

1 MR. MILAN: Yes. Absolutely.

2  MR.ALVEY: Second.

3 MR.PETTEY: Lorettaaready

4 seconded.

5 MR. ALVEY: Sorry.

6 MS. COLOMBEL: That's okay.

7  MR.PETTEY: Any other

8 discussion? Roll call, please.

9 MS. BOEDING: Rall call. Loretta
10 Columbel.
11  MS COLOMBEL: Aye.
12 MS. BOEDING: Mary Gonzales.
13 MS. GONZALES: Aye.
14 MS. BOEDING: Terry Eidson.
15 MR. EIDSON: Aye.
16 MS. BOEDING: David Alvey.
17 MR.ALVEY: Aye.
18 MS. BOEDING: Robert Milan,
19 Senior.
20 MR.MILAN: Aye.
21 MS. BOEDING: John Pettey.
22  MR.PETTEY: Aye.
23 MS. BOEDING: Motion carries.
24 MS. COLOMBEL: Do we --

25 Mr. Pettey, do we aso need an approval on the
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isthat the import of your motion?

MS. COLOMBEL: Yes.

MR. MILAN: Right.

MR. EIDSON: On what class of
service?

MR. ALVEY: We're not talking
about --

MS. COLOMBEL: We'rejust on No.

3.

MR. EIDSON: | understand that.

MR. ALVEY: It'sthe electric
base rate.

MS. COLOMBEL: Right. So that my
motion was that it would be the 7 percent in
January 1, 2011, 7 percent January 1, 2012, and
7 percent as of January 1, 2013, and that would
be the electric only.

MR. ALVEY: Baserate, not
according to class.

MS. COLOMBEL: Yes. Andthatis
in the form of amotion, please.

MR. MILAN: Second the motion.

MR. PETTEY: Any other
discussion? Roll call, please.

MS. BOEDING: Rall call.
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Page 25 Page 27
(18:37:34-18:38:48) (18:40:14-18:41:17)
1 Columbsel. 1 they weren't going to get up to 7 percent until
2 MS COLOMBEL: Aye. 2 about the third year.
3 MS. BOEDING: Gonzales. 3 MS.COLOMBEL: Yes. | remember
4 MS. GONZALES: Aye. 4 that discussion.
5 MS. BOEDING: Eidson. 5 MR. EIDSON: I'm not so sure I'm
6 MR. EIDSON: Aye. 6 in agreement with that, but at this point, |
7  MS. BOEDING: Alvey. 7 don't know what we would do about it.
8 MR.ALVEY:Aye 8 MS. COLOMBEL: I think --
9 MS.BOEDING: Milan. 9 MR.PETTEY: Well, they had a7,
10 MR.MILAN: Aye. 10 but it was going to be 0.
11 MS. BOEDING: Pettey. 11 MS. COLOMBEL: It was going to be
12 MR.PETTEY: Aye. 12 a5and 3.
13  MS. BOEDING: Mation carries. 13  MR. EIDSON: Everybody got a 7.
14 MR.ALVEY: I think on No. 4 -- 14 MR.PETTEY: Yeah, but | mean,
15 MS. PETERS: No. 4, we have -- 15 they werereally going to --
16 MR.ALVEY: An adjustment to the 16 MR.BROWN: | can clarify that.
17 original. 17 They were0, 3in2011and5in 2012 and 7 in
18 MS. PETERS: Asl indicated, we 18 2013 wasthe original plan.
19 had handouts based on what option you chose or 19 MR.PETTEY: Yeah.
20 if you chose some other one. And Lori hasthe 20 MR. EIDSON: That's what I'm
21 Black & Veatch recommendations for the rate 21 looking at.
22 increases for the customer classes based on the 22 MR. BROWN: And approximately 7
23 7 percent overall base rate increase. 23 in 2010 by thetimeyou get a0 and 3 and a 5,
24  MR.ALVEY: Thisis-- and so, 24 be about the same spot by the end.
25 Kathy, if | may ask, to be clear, thisiswith 25 MR.PETTEY: Okay.
Page 26 Page 28

(18:38:56-18:40:12)

1

©O© 00N OB~ WNDN

NNNNNNRERRRRR R B B
O RWNRPROOO®NO®UMWNLEO

there not being an adjustment greater than
120 percent of the average system?

MS. PETERS: | would ask Craig to
answer that question. Craig Brown.

MR. BROWN: That is correct. |
believeit'sactually -- | think it was
8.5 percent actually in 2011, but it's like
121 percent, approximately 120 percent of the
system average.

MR. EIDSON: Craig, | have a
question.

MR. BROWN: Sure.

MR. EIDSON: Why would we not
have arate increase for USD 500 schools? We're
at O percentin'11, O percent in '12. |
mean --

MR. BROWN: Theinitial reasoning
was for -- in our original recommendations, it
was recommended they should have O percent in
thefirst year and | believe the second year and
then increase to 3 percent in '12 and 5 percent
| believein '13, approximately. When they got
a7 percent across the board in July 2010, it
was determined, in collaboration with the staff
aswell, that they should have 0 percent because

(18:41:18-18:42:01)
1 MR.ALVEY: | make amotion to

2 approve the electric base rate increases for the
3 customer classes based on the table presented by
4 gtaff.
5 MS. COLOMBEL: I'll second the
6 motion.
7 MR.PETTEY: Rall call pending
8 any other discussion. Roll call, please.
9 MS.BOEDING: Roll call.

10 Columbel.

11 MS COLOMBEL: Aye.

12 MS. BOEDING: Gonzales.

13 MS GONZALES: Aye.

14  MS. BOEDING: Eidson.

15 MR. EIDSON: Aye.

16  MS. BOEDING: Alvey.

17 MR.ALVEY: Aye

18  MS. BOEDING: Milan.

19  MR.MILAN: Aye.

20 MS. BOEDING: Pettey.

21 MR.PETTEY: Aye.

22 MS. BOEDING: Mation carries.

23 MR.PETTEY: Okay. No. 5.

24 MS. COLOMBEL: Do we have a

25 determination for the water percentage? Just
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(18:42:04-18:43:00)
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another clarification.

Page 31

(18:43:41-18:43:37)

1

MR. PETTEY: Aye.

2 MS. PETERS: The cost of service 2 MS. BOEDING: Mation carries.
3 study indicated that water would be 8 percent in 3 MS. PETERS: And we have asked
4 2011, 7 1/2 percent in 2012 and 7 1/2 percent in 4 Lorettato hand out a schedule of the water
5 2013. 5 rates for the customer classes based on that
6 MR. EIDSON: Say that one more 6 overall increase. Again, we had the different
7 time, Kathy, I'm sorry. 7 optionsthat have been presented to the Board.
8 MS. PETERS: The cost of service 8 Thisisthe one contained in the original cost
9 study indicated for water an 8 percent increase 9 of service report.
10 in 2011, 7 /2 percent in 2012, and 7 1/2 10 MS. COLOMBEL: I'll make amotion
11 percent in 2013. 11 to approve the water rates for customer classes
12 MR. EIDSON: Thank you. 12 based on the average increase percentage that
13 MR. MILAN: Those percentages 13 has been presented.
14 wereincluded in theitem No. 2. She'sjust 14  MS. GONZALEZ: | second.
15 verifying what those are. 15 MR.PETTEY: Okay. Any
16 MS. PETERS: No. Wewant a 16 discussion on that? Motion by Ms. Columbel,
17 separate motion on those. 17 second by Ms. Gonzales to approve as presented
18 MS. COLOMBEL: But we do need a 18 tous. Roll call, please.
19 separate motion. Areyou making a motion? 19 MS. BOEDING: Rall call.
20 MR.MILAN: Yes. | makeamation 20 Colombel.
21 to acceptitem 4 -- 21 MS. COLOMBEL: Aye.
22 MR. EIDSON: 5. 22 MS. BOEDING: Gonzales.
23 MR. MILAN: Item 5 as presented. 23  MS. GONZALES: Aye.
24  MR. EIDSON: Second. 24  MS. BOEDING: Eidson.
25 MR.PETTEY: Any other 25 MR. EIDSON: Aye.
Page 30 Page 32
(18:43:00-18:43:40) (18:43:38)
1 discussion? 1 MS. BOEDING: Alvey.
2 MS. PETERS: Again, | would like 2  MR.ALVEY:Aye.
3 to clarify that motion. Y ou are moving that the 3 MS. BOEDING: Milan.
4 water increase be 8 1/2 percent in 2011 -- 4  MR.MILAN: Aye.
5 MS.GONZALEZ: 8. 5 MS. BOEDING: Pettey.
6 MR. EIDSON: 8. 6 MR.PETTEY: Aye.
7 MS. COLOMBEL: 8 percent 2011. 7  MS. BOEDING: Motion carries.
8 MS. PETERS: Sorry. Good thing | 8 MR.ALVEY:I'dliketo makea
9 clarified that. 8 percentin 2011, 7 1/2 9 motion for approval of the energy rate component
10 percentin 2012 and 7 1/2 percent in 2013. 10 rider as recommended by BPU staff.
11 MR. MILAN: That's correct. 11 MS. GONZALEZ: Second.
12 MR.PETTEY: Okay. Roall call, 12 MR.PETTEY: Got amotion by
13 please. 13 Mr. Alvey and second by Ms. Gonzales to approve
14 MS.BOEDING: Rall call. 14 therate. Any discussion onthat? Let'sroll
15 Colombel. 15 call, please.
16 MS.COLOMBEL: Aye. 16  MS. BOEDING: Roll call.
17  MS. BOEDING: Gonzales. 17 Colombel.
18 MS. GONZALES: Aye. 18 MS. COLOMBEL: Aye.
19 MS. BOEDING: Eidson. 19 MS. BOEDING: Gonzales.
20 MR. EIDSON: Aye. 20 MS. GONZALES: Aye.
21 MS. BOEDING: Alvey. 21 MS. BOEDING: Eidson.
22 MR.ALVEY: Aye. 22 MR. EIDSON: Aye.
23 MS. BOEDING: Milan. 23 MS. BOEDING: Alvey.
24  MR.MILAN: Aye. 24  MR.ALVEY: Aye.
25 MS. BOEDING: Pettey. 25 MS. BOEDING: Milan.
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(18:43:39-18:43:37)
1 MR. MILAN: Aye.

2  MS.BOEDING: Pettey.
3 MR.PETTEY: Aye.
4  MS. BOEDING: Mation carries.
5 MR.PETTEY: Next isthe ERC --
6 MS. PETERS: ESC.
7 MS. COLOMBEL: Environmental
8 surchargerider.
9 MR.PETTEY: Yeah, I'm sorry.
10 MS.COLOMBEL: Motion to approve
11 the environmental surcharge rider recommended by
12 staff.
13 MS. GONZALEZ: Second.
14 MR.PETTEY: Motion by
15 Ms. Columbel, second by Ms. Gonzales to approve
16 the environmental surchargerider. Any
17 discussion? Roll call, please.
18 MS. BOEDING: Rall call.
19 Colombel.
20 MS.COLOMBEL: Aye.
21 MS. BOEDING: Gonzales.
22 MS. GONZALES: Aye.
23 MS. BOEDING: Eidson.
24  MR. EIDSON: Aye.
25 MS. BOEDING: Alvey.
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MR. EIDSON: Aye.

MS. BOEDING: Alvey.

MR. ALVEY: Aye.

MS. BOEDING: Milan.

MR. MILAN: Aye.

MS. BOEDING: Pettey.

MR. PETTEY: Aye.

MS. BOEDING: Mation carries.

MR. PETTEY: No. 10 isthe BPU
staff recommendation that a 7 percent ratchet
continue to be used for winter demand billing.

MS. GONZALEZ: | moveto approve
that we use the 7 percent rachet continuing for
winter demand.

MS. COLOMBEL: Second.

MR. PETTEY: Motion by
Ms. Gonzales, second by Ms. Colombel to approve
the 7 percent rachet for winter demand billing.
Any other discussion? Roll call, please.

MS. BOEDING: Rall call.
Colombsel.

MS. COLOMBEL: Aye.

MS. BOEDING: Gonzales.

MS. GONZALES: Aye.

MS. BOEDING: Eidson.

Page 34

(18:43:38-18:43:36)
1 MR. ALVEY: Aye.

2 MS.BOEDING: Milan.

3  MR.MILAN: Aye.

4  MS. BOEDING: Pettey.

5 MR.PETTEY: Aye.

6 MS. BOEDING: Motion carries.

7 MS. COLOMBEL: | guess| havea

8 question on No. 9. Isthe recommended --

9 recommendation by staff and intervenors, isthis
10 theonethat Lori presented to uslast week that
11 wewould hold where we are; is that correct?
12 MS. PETERS: Yes, maam.

13 MS. COLOMBEL: Okay. Motion to

14 approve.

15  MR. EIDSON: Second.

16 MR.PETTEY: Motion by

17 Ms. Gonzales, second by Mr. Eidson to approve
18 staff recommendations on the on-peak period.
19 Roall call, please.

20 MS. BOEDING: Rall call.

21 Colombel.

22 MS.COLOMBEL: Aye.

23 MS. BOEDING: Gonzales.

24 MS. GONZALES: Aye.

25 MS. BOEDING: Eidson.
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MR. EIDSON: Aye.

MS. BOEDING: Alvey.

MR. ALVEY: Aye.

MS. BOEDING: Milan.

MR. MILAN: Aye.

MS. BOEDING: Pettey.

MR. PETTEY: Aye.

MS. BOEDING: Mation carries.

MR. PETTEY: No. 1lisa
discussion of further review of the financial
performance and progress of the BPU toward
meeting our financial goals.

MS. COLOMBEL: And | think this
isvery key, Mr. Pettey.

MR. MILAN: Thisisvery
important. This should be explained really
clearly.

MS. COLOMBEL: And | think
Ms. Gonzales has stated this all along that as
we go through this process and we do have these
increases that we are watched very closely what
we're doing with our expenditures and with
capital improvements.

MR. MILAN: Absolutely.

MS. COLOMBEL: So do we need this
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(18:49:23-18:50:28) (18:51:42-18:52:40)
1 inaform of amotion asto an exact time frame 1 plan have been met or exceeded to provide a
2 wewant? 2 basisfor the Board to consider whether a
3 MR.MILAN: I'll request the 3 downward adjustment to rates may be made in the
4 whole paragraph be read clearly to make sure 4 future.
5 it's understood between us and the public so we 5 We'resaying that if it looks better in
6 understand what we really mean. 6 '11 and '12, then the staff should take and
7  MS. PETERS: We would suggest 7 adjust -- | want to make it clear that although
8 that you consider this at aminimum at the time 8 we agree to these figures tonight, these
9 that you're putting your budget together for the 9 percentages, we have the option, the staff has
10 following fiscal year that you get an analysis 10 the option to look at the analysis and review as
11 of where you are for meeting your financial 11 we promised the intervenors and the public, we
12 metricsto date. 12 will look at these rates. We may go down to 6
13 MS. COLOMBEL.: I think | would 13 next year, okay. 5. Hopewe go downto 0. But
14 like morethan oneayear. | think I'd at least 14 anyway, that's hypothetical, but my point is,
15 likeasix month interval. 15 that'sthe purpose of 11.
16 MR.ALVEY: My only -- | think 16 MS. COLOMBEL: | agree.
17 that thisis something that we do, you know, the 17 MR. MILAN: It should be clear.
18 monthly financial reports, the quarterly 18 Do you understand that?
19 reports. | believe thisisafunction that 19 MS. COLOMBEL.: | totally agree.
20 we're already accomplishing. I'mreally not -- 20 MR.MILAN: Okay. Thank you.
21 | can see why we would vote for this, but we do 21 MR.PETTEY: Wédll, the pilot
22 itasaruleanyway. Sol wouldn't want -- if 22 should go down. We know it's going to go down.
23 wepassit, | don't want to give people the idea 23 MR. EIDSON: | agree with this.
24 that we don't do thison aregular basis. 24 Wedo look at that monthly, the finance
25 MS. COLOMBEL: | agree, David. | 25 committee does look at the -- where the Board or
Page 38 Page 40

(18:50:30-18:51:39)

(18:52:43-18:53:55)

1 just -- | think in the interest of public 1 wherethe utility is on amonthly basis. And |
2 discussion and -- that it is a separate item 2 don't think there's anybody up here at this
3 that -- | would say twice ayear, you know, 3 tablethat had the opportunity to lower the
4 during budget time and then late -- maybe again 4 rateswould not hesitate to do that if
5 inJuly that it isasingle discussion on the 5 everything was sound and stable here at the BPU.
6 outcomes and what we have been ableto -- to 6 MR. MILAN: Well, based on what
7 meet in our financial goals the best 7 we approved in the rate increase, this reflects
8 determination. | know we have a monthly, but | 8 this particular set of circumstances, okay.
9 would still like to see what this process has 9 MS. COLOMBEL: Sowould the
10 brought usto. 10 discussion bethat thisis handled yearly in the
11 MR.MILAN: Wdll, | takea 11 budget review for the following year so we would
12 different approach. 12 know if there was a possibility of areduction
13 MS. COLOMBEL: Okay. 13 intherates?
14  MR.MILAN: What I'm trying to 14 MR.PETTEY: Wéll, ask for a
15 say -- unless you want to read it -- 15 timely report so we can decide in advance what
16 MR.PETTEY: Go ahead. 16 we can do, if we can or cannot with --
17 MR. MILAN: Item 11, Discussion 17 MR. MILAN: It givesdirection to
18 of further review of financial performance and 18 the staff saying, tell the Board where we are,
19 progress of the Board towards meeting the 19 do we stay status quo, do we have an opportunity
20 financial goa and determination of whether to 20 based on analysis to reduce or stay where we
21 give adirection to staff, as a part of the 21 are. It'stelling the staff what to do here.
22 ongoing review and evaluation of collection of 22 MR.ALVEY: If thedirection to
23 revenues under the approved rates and operation 23 the staff isthat they have to present proposal
24 and capital expenditures, to provide an analysis 24 to us specifically addressing that rates ought
25 of whether the financial metricsin the rate 25 toremain at the level, which has been
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(18:53:58-18:54:55) (18:43:37)

1 established by the decision tonight, or whether 1 MR. EIDSON: Aye.

2 an adjustment downward, if they are directed 2 MS.BOEDING: Alvey.

3 gpecifically to offer arecommendation, that's 3  MR.ALVEY:Aye

4 different than just -- | think this doesn't 4  MS. BOEDING: Milan.

5 quite say what we'retrying to say. | think 5 MR.MILAN: Aye.

6 what it needs to say is staff should be directed 6 MS. BOEDING: Pettey.

7 torecommend any rate increase or decrease -- 7 MR.PETTEY: Aye.

8 MR.PETTEY: Can't increase. 8 MS. BOEDING: Mation carries.

9 MR.ALVEY:I'msorry. Any rate 9 MR.PETTEY: No. 12, we're
10 decrease from what was established by decisions 10 asking -- we're directing Black & Veatch to
11 tonight. If that's what we're trying to do, 11 prepare afinal manual based on the rate
12 then I'm fine with that. 12 increases decisions we've just made on the
13 MS.COLOMBEL: Yes. That'sthe 13 proposed rate.
14 whole basis. 14 MR.ALVEY: So moved.
15  MR. MILAN: That'swhat it's 15 MR. MILAN: Second.
16 trying to say. 16 MR.PETTEY: Any discussion?
17  MR.ALVEY: Yeah. | don't think 17 Roall call, please.
18 it saysthat in the language. 18 MS. BOEDING: Roll call.
19  MR. EIDSON: It could be done 19 Colombel.
20 when we're working on the budget, yearly budget. 20 MS.COLOMBEL: Aye.
21 MS. COLOMBEL: Mary. 21 MS. BOEDING: Gonzales.
22 MR. MILAN: We havetime to agree 22 MS. GONZALES: Aye.
23 upon the staff later on. Move on from that. 23 MS. BOEDING: Eidson.
24 MS. COLOMBEL: Would you liketo 24  MR. EIDSON: Aye.
25 make that in the form of a motion, David? 25 MS. BOEDING: Alvey.
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MR. ALVEY: Sure. I'll just
change -- the only language | would change there
isto direct the staff to provide an analysis
and arecommend- -- an analysis of whether the
financial metricsin the rate plan have been met
or exceeded and to recommend or not recommend a
downward adjustment to rates to be made in the
future year.

MR. EIDSON: Do you want to tie
that to the Board?

MR. ALVEY: Actudly, a
recommendation.

MR. MILAN: It means the same.
Fine with me.

MR. EIDSON: Tied to a budget
proceeding.

MS. COLOMBEL : Second.

MR. PETTEY: Any other
discussion? Roll call.

MS. BOEDING: Rall call.
Colombel.

MS. COLOMBEL: Aye.

MS. BOEDING: Gonzales.

MS. GONZALES: Aye.

MS. BOEDING: Eidson.

(18:43:38-18:43:37)

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

MR. ALVEY: Aye.

MS. BOEDING: Milan.

MR. MILAN: Aye.

MS. BOEDING: Pettey.

MR. PETTEY: Aye.

MS. BOEDING: Mation carries.

MR. PETTEY:: 13, give direction
to the rate counsel to prepare awritten order
for the Board, setting out the decisions,
evidentiary basis on the decisions and
directions made by the Board.

MR. EIDSON: So moved.

MR. ALVEY: Second.

MS. COLOMBEL: Second.

MR. PETTEY: Rall call, please.

MS. BOEDING: Who's the second?

MS. COLOMBEL: | saidit.

MR. EIDSON: Loretta Columbel.

MS. BOEDING: Rall call.
Colombel.

MS. COLOMBEL: Aye.

MS. BOEDING: Gonzales.

MS. GONZALES: Aye.

MS. BOEDING: Eidson.

MR. EIDSON: Aye.
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MS. BOEDING: Alvey.

MR. ALVEY: Aye.

MS. BOEDING: Milan.

MR. MILAN: Aye.

MS. BOEDING: Pettey.

MR. PETTEY: Aye.

MS. BOEDING: Mation carries.

MR. PETTEY: Y ou know, | would
say thank you for everyone for all of the effort
that went into the final decision on this. It's
been atrying several months trying to decide
what's the best way for the BPU and our
customers big and small, and | feel that we have
done that this evening.

But like we have mentioned earlier, we
want to make it very clear if there's any way
that these rates can come down in the future
years, we definitely want that to happen.
They're not written in stone. Anyone else?

MR. MILAN: Thank you. That'sa
good comment.

MR. PETTEY: Any other board
comments on this?

MS. COLOMBEL: | aso want to
thank staff, the intervenors, the consultants.
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And we're trying to do the best for the utility
and for our community.

MR. ALVEY: Also, I'd like to say
thanks to everyone who's involved in this,
including our attorneys, our consultants,
Mr. Carson, our consultants from Black & Veatch,
the intervenors, the industrial class customers
and all of the customers of the Board of Public
Utilities. | would like to remind folks that
when we started this process, we committed
ourselves to conducting afair and transparent
process. And | am proud of the way that the
management and staff and members of the Board
have done that.

And, you know, it's-- | believe we're
at acritical juncture at the BPU. | think the
evidenceisclear. And what we decide to do
from this point on will determine the fate of
the Board of Public Utilities. We haveto
restore our cash reserves. We have to restore
our debt coverage ratio. We have to restore our
capital operations. We have to do the necessary
improvements, our maintenance. We have to do
these things or there won't be a BPU to talk
about. I'm convinced of that.
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I know that every one of you have worked long
and hard to bring us testimony, statements,
proof, facts, all of the papers that Mr. Milan
spoke of. It's not an easy decision. It's
never an easy decision to increase someone's
bill. But it's the best decision for our
utility. And I'm proud to be a part of this
board that made a unanimous decision to keep our
community whole and to keep our utility
functioning properly.

MR. MILAN: I'd liketo use an
Optimist Club kind of theory which says, Forget
the mistakes of the past and press on to greater
achievement in the future. And that's what the
Board needs to do. (Inaudible) tomorrow and
move on to serve this community in the best
fashion we can. Thank you.

MS. GONZALEZ: I'daso liketo
say thank you to the intervenors for everybody's
time and effort on this project. The hardest
thing to do for our board membersisto strike a
balance to preserve the integrity of our utility
and to keep our community moving forward. And
it'sadifficult decision and one that | know
al of us have deliberated long and hard on.
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At the same time, I'm painfully aware
of how this affects the bottom line of all of
our residents and all of our industrial
customers. You know, there's going to be an
impact. | understand the total BPU bill with
the pilot included does have an effect on the
competitiveness of every businessin thiscity.
And I'm concerned with the impact that thisis
going to have on our -- our residential
customers, especially those on fixed income or
those unemployed.

And | would suggest that thisrate
increase cannot function as the only tool that
we use to restore the BPU to its full financia
and operational health. If there's one message
that came across loud and clear in thisrate
hearing process, it'sthis. And that's that the
BPU must continue to find ways to provide pure
power and pure water and at the lowest possible
cost.

In other words, | think we have been
challenged to review every lineitemto
determine what we can do to reduce our costs and
therefore reduce the upper pressure on rates.
We have an obligation so | believe thisboard is
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willing to take a good look at our budget each
year to see what we can do to limit proposed
rate increases.

In short, | just think that increased
revenues that we will realize from these rate
increases cannot be looked upon as a pot of gold
that we get to spend freely. On the contrary,
these increased revenues are an opportunity to
sustain the utility while we work to find ways
to reduce costs. Otherwise, it's been
pointless. And, again, | thank al of those who
worked so hard on this process.

MR. PETTEY: You put it very
well, Mr. Alvey.

MR. EIDSON: Itisjust -- I'm so
proud to be a part of this board and to have sat
here and know that we have done our diligence,
and | -- there's not much else | can say.
Everyone has pretty much summed up al of our
feelings. And, again, thanks to everybody, to
the staff, to intervenors, to attorneys and
againtoyou, Your Honor. That'sall | haveto

MR. PETTEY: Kathy.
MS. PETERS: Black & Veatch and |
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hearing and given that you're going to approve
the final rate manual in the order, it's my
suggestion to you that you continue this until
your next meeting so that you can approve the
order and approve the rate manual and then
complete the hearing.

MR. MILAN: | want to get some
dleep. | just want to know when | can get it,
okay?

MS. PETERS: You can get it
tonight. You've made your decision. Thisis
housekeeping. Your final decisionis
housekeeping, but just so that it's clear that
you will make -- you'll approve the order on the
20th. That's our suggestion.

MR. MILAN: All right. Thank
you.

MS. COLOMBEL: Would you like a
motion, Ms. Peters?

MS. PETERS: No. | think
Mr. Carson can simply --

HEARING OFFICER: Yeah. Well
just based -- upon the Board's apparent assent,
we will continue this rate hearing to
October 20th at 6:00 p.m.

Page 50

(19:02:57-19:03:58)

1

©O© 00N OB~ WNDN

NNNNNNRERRRRR R B B
O RWNRPROOO®NO®UMWNLEO

will follow your directives. | recommend to you
that you not close the hearing tonight. 1'd
like to have you have the final approval of the
rate manual and of the order and perhaps take
that up at your next meeting October 20th.

MR. PETTEY: Uh-huh.

MS. PETERS: And also that will
give Black & Veatch the chanceto fill out those
rate schedules based on the decisions that
you've made and share those with Mr. Gorman so
they can make sure that they're in agreement
about all of the numbers based on the approach
that you have directed us to follow.

MR. MILAN: Will that be the
final business?

MS. PETERS: And that will be the
final business except for holding open the
decision on the on peak demand period, which, as
| said, is subject to study for next year or so.

MS. COLOMBEL: So basicaly,
you're asking us to wait for the written
documentation?

MS. PETERS: | am. I'm
suggesting that given that you are to make a
final decision within five days of completing a
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MR. PETTEY: Very good.

HEARING OFFICER: That'sthe
conclusion of this hearing for today.
(Proceedings concluded at 7:05 p.m.)
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(Proceedi ngs commenced at 6:12 p.m)

HEARI NG OFFI CER: Ladi es and

gentlenen, I'"'mPhillip Carson, the hearing

of ficer for purposes of the 2010 rate heari ng.

And we were | ast here | ast Thursday on

Sept enber 30th. Wuld any attorneys

representing intervenors please announce their
appearances and that of the intervenors.

MR ZAKOURA: Good eveni ng.
James P. Zakoura on behalf of the |arge vol une

col l ector and water users.

HEARI NG OFFI CER: Thank you, sir.

MR. FLAHERTY: Janes G Fl aherty,

O tawa, Kansas, appearing on behalf of the

i nt ervenor Suburban Water Conpany.

HEARI NG OFFI CER:  Thank you.

MR. YARNELL: Ri ck Yarnell.

HEARI NG OFF| CER: Thank you,
M. Yarnell. Ms. Peters.

MS. PETERS:. Thank you, Your

Honor. And ny nane is Kathy Peters representing
the BPU in this matter. And I'd like to al so
let the record reflect that two of the

consulting engineers -- three of the consulting

engi neers from Bl ack & Veatch are present in
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the -- in the audi ence, Arnold Wite, Bob Brady

and Craig Brown and that Ed Overcast is present

on the tel ephone and that M ke Gorman is al so

present in the audi ence representing the | arge

power And | think that's everyone in the

gr oup.

room who's representing an intervenor, correct?

Thank you very nuch. Ladies and

gentlenmen, I'd like to go over a few things with

you, and then we will turn this matter over to

you. The hearing to date summary |'ve given you
afewtines, I'd like to give it to you again in
brief one tine so it wll catch us up wth where
we are at this point.

As you know, under the Unified
Governnent charter ordi nance and the procedures
governing the rate process, the BPU has to
publish notice of a public hearing for a utility
rate i ncrease at | east 90 days before the
heari ng commences. Notice was published in
February. The public hearing conmenced on My
3rd. There were public hearing sessions on May

3rd and 4t h. And at that tine, the BPU staff

and consultants presented staff's
reconmendati ons for adjustnents to the rates.

There were then opportunities for public
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comments at each of those public hearing
sessions. And the hearing officer then cl osed

t he public portion of the hearing and opened the

techni cal portion of the hearing, which is still
presently underway.
During the technical portion, there's

techni cal evidence fromthe BPU staff and

consultants and fromthe intervenors if any
parties filed a petition to intervene before the

deadl i ne has passed. You had three tinely

petitions to intervene. One from an individual

one from a whol esal e water custoner, and one

froma group of |arge power custoners. And as

you know, all of those intervenors are

represented before you this evening.

On May 4th, the BPU staff presented its

prefiled technical testinony. |Individua

intervenor filed its testinony. The group of

| arge power custoners asked for additional tine

to file their testinony, and this was granted

for this -- for this customer and the whol esal e
wat er cust oner.
You had -- you resuned the technical

portion on June 16th and you had a presentation

by the BPU staff and by Ji m Zakoura on behal f of
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the | arge power custoner group and by the

i ndi vi dual intervenors. And this followed a
peri od where these people had tal ked to each
about

ot her recomrendati ons that could be agreed

upon to give you for 2010 rate increases. And
the results of the discussions to date were then
presented to the board.

And on June 16t h, you approved the
i npl emrentation of rate increases in 2010 that

were effective July 1, 2010, as recommended by

this group with a 7 percent increase in revenues
fromelectric base rates and an 8 percent

I ncrease in revenues fromwater base rates. As
we told you at that tine, adjustnments had been
made in the energy rate conponent to back out
t he known contract ual to take

fixed power costs,

t hose out of the base rate increase so that you
had just the 7 percent in revenues fromelectric
base rates and that those additional ERC costs
woul d not be recovered through the ERC

At that tinme, you directed that the
electric rate increase be i nplenented on an
across the board basis and that the water rate
i ncrease be inplenented as set out in the water

cost of service study which had been the
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reconmendati on. You al so approved provi sional

i ncreases for 2011, '12 and '13 in the

percentages indicated in the cost of service

studies. And those were 7 percent for electric
each year and for water 8 percent in 2011, 7 1/2
percent for 2012 and 7 1/2 percent for 2013.

You set deadlines for the filing of

technical testinony. You directed that the

i ntervenors should file their technical

testi nony by August 16th and that the BPU staff

file rebuttal testinony by Septenmber 7th. And

you i ndicated that you expected to nmake a final
decision in | ate Septenber or early COctober.
And you said you wanted all of the evidence in
by the end of Septenber. That was done.

Prior to those filings, you heard from

a group of the |arge power custoners. They

asked for the opportunity to address you. And
t he hearing was reopened on August 4th, at which
time you heard fromthose | arge pow custoners.
And you also | believe had a few peopl e nake
comments during the public portion of that
neeting. But the comments fromthe | arge power
custoners were part of the rate hearing.

Rat e hearing was then conti nued. And,
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as | said, the intervenors filed their testinony

by Septenmber 7th to the extent that they had

technical testinony -- sorry, by August 16t h.

They filed their testinmony by August 16th. BPU
staff filed its testi nobny on August 7th except

for a small anobunt of testinony -- additional
studies that they requested a few additi onal
days to file, and that was filed on
Sept enber 10t h.

You subsequently received witten

comment s from Suburban Water Conpany, the
whol esal e intervenor. And on Septenber 30th,
| ast Thursday, you held again anot her public

heari ng where you received a presentation for

each of the | arge power fromthe Suburban

gr oup,

Wat er Conpany, the whol esal e custoner, and from

the BPU staff and its consulting engi neers. And
you had the opportunity at that tine to ask
questions of everyone.

And you have al so received hard copi es
You' ve received

of all of the rate proceedi ngs.

hard copies of all of the trial -- sorry, of all

of the hearing transcripts. You' ve got copies
of all of the exhibits that have been fil ed.

You' ve had the opportunity to review the things
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that were said when you weren't here such as
public comments received on the 3rd and 4th and
other matters.

| thought it would be a good idea
before we go through what your decisions are
t hough to say sonmething that we haven't yet said
in these proceedings, and that is to refresh
everyone's nenory about what the charter
ordi nance says you are to do in the way of
setting rates. And | have given you and have
given to each of the intervenors a copy of page
1 and page 11 of the charter ordi nance whi ch was
adopted by the Unified Governnent relating to
BPU. And this basically lifts fromthe statutes
whi ch have governed BPU the rate setting
proceedi ngs and requirenents and put themin the
formof a single utility rather than a separate
el ectric division and a water division.
So if you | ook at page 11, section 20,
itemA tells you what your responsibilities are.

And 1'Il just read that into the record.

The board shall fix reasonable rates
for utility services and products furnished to
secure an i ncone

its consuners which, 1, wll

sufficient to pay all salaries and wages of all
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officers and enpl oyees of any utility. 2, wll

cover the cost of all naterials and supplies

used in the operation of any utility. 3, wll

cover the cost of all repairs of any utility.

4, will cover all m scell aneous

expenses of any utility. 5, wll pay

contractual and other financial obligations of

the board or the Unified Governnent incurred for

t he purpose of purchasing, inproving or

extending any utility, including nmulti-year

obligations directly or indirectly related to

t he paynent of the principal of and interest

upon revenue bonds, and w il provide a sinking

fund sufficient to pay the principal of and the

i nterest on such i ndebtedness at maturity. And,
6, wll cover the cost of all repairs and
renewal s of any utility and all material used,

together with a reasonabl e all owance for
ener gency and unforeseen expenses.

Sone of the evidence that was presented
to you on Septenber 30th related solely to KCC

regulated utilities. You are not regul ated by
the KCC, and those statutes do not govern you.
It is section 20 that governs your rate setting

requi rements.
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10

Now, you heard froma | ot of people

about issues that were before you. And I'd |ike

to just sumrari ze what | believe to be the

deci sions that are before you. | have given you

a handout which item zes what | believe to be

t hese | ssues. And, of course, these are all

policy matters for your consideration.

And |I'll go through these and then we

wll leave it to you to discuss and make

what ever deci sions you wish to this evening, or
if you wish to delay any decisions to do that as
free to ask

well. And you can certainly fee

questions of me, of any of the other

i ntervenors' counsel and of any of the

i ntervenors' engineering consultants who are

present today by phone or in person.
It appears to us that the matters
first,

requi ri ng decisions are, whet her you want

to approve a nulti-year plan, approving rate

i ncreases for 2012 and '13 as well as 2011 or to

approve a rate increase for 2011 and to defer
deci si on on 2012 and ' 13 i ncreases.

Second, whether to approve the cost of
service and cost allocation nethodol ogi es

reconmmended by Black & Veatch in its electric
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11

and wat er cost service studi es and of course --

or to consider sone of the other nmethodol ogi es
that were presented to you during testinony.

3, a determ nation of the percentage of
el ectric base rate increases as of the foll ow ng
dates, and '12 and '13 would be if the board

approves going forward wwth a nmulti year plan.

And, of course, you' ve been presented a nunber

of options for your consideration during the
testi nobny that was presented to you.
4, approval of the electric base rate

i ncreases for the custoner cl asses, based on the

overall increase percentages approved by the
board. Now, the BPU staff does have tables for
you for the different options the BPU staff

present ed based on the Bl ack & Veatch
nmet hodol ogy. |If you wish to choose a different

option or a different nethodol ogy, we'd have to

cone back to you with conparable -- conparable
t abl es.

But the overall recommendation is that
since you did a 7 percent across the board
i ncrease for 2010, as Bl ack & Veatch said,
t hey' ve recommended nodi fying and | evel i ng out

t he anount of the increase over the system
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average. Rather than front loading it in 2010,

you did a system average in 2010. And Black &

Veatch's current recommendati on to you is that

no custoner be increased over 120 percent over

t he system aver age.

And that -- that snopoths out that

i ncrease over the four year period rather than

front loading it. And that was -- that was

presented to you during testinony and on the

30t h. But the schedul es that the staff has for

the different options have that approach of
recogni zi ng that you had an across the board

i ncrease and that you are not front |oading the

i ncreases for the custoner classes but snoothing

t hem out over the four year period for electric.

The fifth deci sion would be a

determ nati on of the percentage of water base

rate i ncreases as of the follow ng dates. And,

again, 2012 and '13 would be if the Board

approves going forward wwth a nmulti year plan.

The sixth issue would be the approval

of water rates for custoner classes, based on

the overall increases percentages approved by

the Board. And, again, in the testinony, there

were -- there were custoner class and size of

12
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nmeter tables for the different options presented

by the BPU. And those w il be avail able for

your revi ew dependi ng on the decision that you
make on the revenue increase anount. |If you
w sh sone ot her approach, we would have to cone

back to you with other tables. And the staff

woul d be prepared to give you those tables once
you nmake a deci sion on your revenue increase.

No point in giving you a table until you deci de

what you want to do with the percentage of the
overal | revenue increase.
Sevent h woul d be approval of an energy

rate conponent rider, either as reconmended by

BPU staff or nodified to reflect the intervenor
comments. And the BPU staff has provided the
formof the ERC rider that's recommended by
staff. That's been al so provided to the

i ntervenors in the audi ence.

Ei ght is approval of the environnental
surcharge rider, either as recomended by BPU
staff or nodified to reflect intervenor
comrents. And, again, you ve been provided the

formof the ESC rider recomrended by staff as a

handout. | will point out that the production

capacity allocation fornul a percentages

13





18:25:59

18:26:03

18:26:05

18:26:08

18:26:10

18:26:13

18:26:16

18:26:19

© 00 ~N oo o b~ w N P

18:26:24
18:26:27 10
18:26:29 11
18:26:31 12
18:26:35 13
18:26:36 14
18:26:39 15
18:26:40 16
18:26:42 17
18:26:44 18
18:26:47 19
18:26:49 20
18:26:51 21
18:26:53 22
18:26:56 23
18:26:58 24

18:27:01 25

14
contained in the ESC rider are based on the
Bl ack & Veatch cost of service study and cost
al l ocation nethodology. |If you wish to change
fromthe Bl ack & Veatch cost of service
al | ocati on net hodol ogy, we woul d change those
production capacity allocation formnul as.

Ninth is sonething that is a joint
recommendation fromall. A is that you approve

that joint recommendation that no change be made

at this tine to the on-peak period for the
billing demand neasurenent tinme and that such
on- peak period continue its current tine frane,
10:00 a.m to 8:00 p.m, until additional study
of this issue can be undertaken.

Now, we can't tell you that any
recomrendati on for change woul d cone back to you

after that additional study, but it's going to

be a year or so. W don't want to reopen a rate
hearing just to nake a change in that. So we're
secondly recommendi ng that you hold open in this
rate proceedi ng the i ssue of that on peak period
for the billing determ nant nmeasurenent tine.
And that woul d be subject to further action by
you after that further study's received. So

that's the one issue that there's a joint
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reconmendati on that you hol d open.
Tenth is a decision on the rachet to be
And t he BPU

used for wi nter demand buil di ng.

staff recommends that a 70 percent rachet

continue to be used for winter demand billing.

And, finally, a discussion of the

future review of financial perfornance and
progress of the BPU toward neeting the financi al
goal s and a determ nation of whether you now
W sh to give a direction to staff, as a part of
t hat ongoi ng revi ew and eval uation of collection
and

revenues under whatever rates you approve,

of the operating and capital expenditures that
the staff would provide you an anal ysis of
whet her

the financial netrics in the rate plan

have been nmet or exceeded to give you a basis to
consi der whet her you m ght have a downward
adjustnment to rates in a future year.

I m ght

poi nt out, that m ght also tell

you that you needed to consider a further rate

i ncrease, which would have required a rate

hearing. But at any rate, the question before
you is do you want staff to cone back to you
wth this analysis on an ongoi ng basis as

perf ormance cones in.

15
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And, finally, two housekeeping matters.

And that is on the |ast page, 12, you should

give a direction to Black & Veatch after you' ve
made your decisions that they prepare a final

rate manual based on the rate i ncrease deci sions

that are made by the Board and the deci sions on

the Bl ack & Veatch proposed rate design. And,

finally, that you give a direction to nme once

you' ve made your decisions to prepare a witten

order for the Board that you can then sign that

woul d set out your decisions, the basis for the

deci sions as you've indicated during your

proceedi ngs tonight and the directions that are

made by the board. So that's -- that's a
summary of where we are. And with that, we'll
turn it over to you.

MR M LAN: Based on the review

fromcounsel on matters to be required in

decision, | make a notion to approve the Black &
Veat ch cost of service study and cost all ocation
as presented fromBlack & Veatch. That's the
first option | have before ne.

M5. COLUMBO |I'Ill second that

not i on.

MR. PETTEY: Any di scussi on?

16
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MR ALVEY: | just want to

clarify. So we're working with matter 1.

MS. COLOMBEL: Actually, matter

2, the notion to approve the cost of service and
the cost all ocation nethodol ogi es recommended by

Bl ack & Veatch in its electric and water cost of

service studies. | inmagine we have to have a

second notion on the nmulti year --

MS. PETERS: Yes.

M5, COLOVBEL: -- so |l think --

is that correct, Bob, that your notion is for

the Bl ack & Veatch study?
MR MLAN R ght.

MS. COLOMBEL: And that's what |

second.

MR ALVEY: Okay.

MR M LAN:. Before we take a rol
call vote on that, let ne have a little few
noment s.

MR EIDSON. | can barely hear
you, Sir.

MR MLAN: | said let ne have a

few nonents please. This is a difficult
deci si on when we're tal king about the

responsibility of a financial obligation that
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this Board has under consideration of custoners
big and snmall. The deci sion was not an easy one
because what the Board was presented with were
many pi eces of docunentation.

| have before nme the report fromthe
intervenors |'ve studied quite well. | have
reconmmendation fromthe staff presented quite
well. | have charts and di agrans to conpare
each of the ratings with other community areas
around Kansas City and surrounding territories.
| have before ne the testinony taken by the
court reporter here, very costly, very tine
consum ng.

And, finally, | have the fina
concl usi on recommended from Bl ack & Veatch based
on nmy notion to consider the (inaubidle) that

we've had with the staff, going over all the

options that we have, we have a reasonabl e

I ncrease, so to speak, that best serves the
conmuni ty, our custonmers, Kansas City, Kansas
and Wandotte County.

Thi s docunent was the final docunent I
received fromthe consulting engi neers, Black &
Veatch, which clearly states the risks, the

rati onal e, the purpose of the rate increase that
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we're proposing tonight. | would like to say to

nmy board nenbers -- this is ny independent

statenment, ny independent judgnent, |'m just

sharing with you sone of what 19 years have
t aught ne.

| think the Board has been very, very

reasonable in the last 19 years in terns of rate

i Nncr ease. I think were too smal | . ' ve

expressed that many tines. And we needed to

probably have small rate increases from 2006 and

before in order to not reach this sane point.

But under the circunstances, under the

ci rcunst ances, based on cost allocation, cost of

service study and all the other conponents that

go with that rate increase design, this is why I

make ny comments. Thank you very nuch.

MR PETTEY: Do you at this tine

just want to vote on the electric or do you want

to add the cost of service for water al so?

MS. COLOMBEL: Well, | think in

this recommendation, it says that it's electric

and wat er.

MR PETTEY: Ckay. | just wanted
to make -- | nean, that's what it was, but the
way we tal ked -- make that understood. Any

19
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ot her

see what

di scussi on?

| guess we give a rol

call, please,

happens t here.

IVS.

Loretta Col onbel .

Seni or.

unani nous.

item here that
sure that
maki ng sure that our

from' 12,

525305 D 0

2 5 3

Aye.

MR
MR

probably should be up front,
(i naudi bl e)

BOEDI NG Yes. Rol |l call.

COLOVBEL: Aye.

BOEDI NG Mary Gonzal es.

GONZALES: Aye.
BOEDI NG Terry Ei dson
El DSON:  Aye.

BOEDI NG  Davi d Al vey.
ALVEY: Aye.

BOEDI NG Robert M I an,

M LAN:  Aye.

BOEDI NG  John Pettey.

PETTEY: "Il nake it
BOEDI NG Motion carri es.

PETTEY: Thank you. Rob.

M LAN:

i nformati on.

plan it can be deferred

And we have anot her

to

make

The issue is

'13 based on what the recommendati ons

20
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made of counsel here. Do you get that?

M5. COLOMBEL: Are you making a

noti on to approve the multi year plan?
MR MLAN Right, right.
MS. COLOMBEL: For the rate
i ncreases for 2012 and 20137
MR MLAN R ght.
MS. COLOMBEL: As well as this

one -- the present year that we're in?

MR M LAN:. Absol utely.
Absol ut el y.

M5. COLOMBEL: 1'll second your
not i on.

MR M LAN:. Make sure it's clear

MR ALVEY: | think we say we
wi sh to approve a nulti year plan to approve
rate increases for 2011, 2012, 2013.

MR. M LAN. Precisely.

M5. GONZALEZ: And we're tal king

wat er and electric. |Is that your intent,

M. MIan?

MR M LAN:. That's correct.
MR EIDSON: And that is based on
the Black & Veatch study that was presented to

us.
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seconded.

di scussi on?

Col unbel .

Seni or.

M. Pettey,

MR
VB.
MR
Rol |
VS.

5> 25 305 D0

5 5 3 5 D

do we al so need an approva

cal |,

22
M LAN:.  Yes. Absolutely.
ALVEY: Second.
PETTEY: Loretta already
ALVEY: Sorry.
COLOMBEL: That's okay.
PETTEY: Any ot her
pl ease.
BOEDING Roll call. Loretta
COLOMBEL: Aye.
BOEDI NG Mary Gonzal es.
GONZALES: Aye.
BOEDI NG Terry Ei dson.
El DSON:  Aye.
BCEDI NG David Al vey.
ALVEY: Aye.
BOEDI NG  Robert M an,
M LAN:  Aye.
BCEDI NG John Pettey.
PETTEY: Aye.
BOEDI NG Modtion carries.
COLOVBEL.: Do we --

on t he
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custoner classes or do we go now to the energy

rate conponent and the energy surcharge?
MR MLAN That's inportant.

MS. PETERS: Ms. Col unbel, |
t hi nk you shoul d take up a deci sion on each of

these itens in order.

MR PETTEY: So we were | ooking
at No. 7. Now - -

MS. PETERS: Actually, | think
we're | ooking at No. 3.

MR PETTEY: Ckay.

MS. COLOVBEL: And t he noti on

woul d be that the percentage of the electric
base rate increase as the follow ng dates in
accordance with the Bl ack & Veatch study?

MR M LAN: You nake a noti on?

MS. COLOMBEL: No. [|I'm asking

Kathy if that's the proper --

MS. PETERS:. Excuse ne just a

second. | would suggest to you that you just

i nclude in your notion the percentages that you

wi sh to increase. MNow, the Black & Veatch study

called for on the electric side 7 percent

January 1, 2011, 7 percent January 1, 2012,

7 percent January 1, 2013. And | would ask you,
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is that the inport of your notion?
M5. COLOVBEL: Yes.
MR MLAN Right.

MR El DSON: On what cl ass of

service?

MR ALVEY: We're not talking
about --

M5. COLOVBEL: We're just on No.
3.

MR EIDSON: | understand that.

MR ALVEY: It's the electric
base rate.

M5. COLOVBEL: Right. So that ny

notion was that it would be the 7 percent in

January 1, 2011, 7 percent January 1, 2012, and

7 percent as of January 1, 2013, and that would

be the electric only.

MR ALVEY: Base rate, not
according to cl ass.

MS. COLOMBEL: Yes. And that is

in the formof a notion, please.

MR, M LAN: Second the notion.
MR PETTEY: Any ot her

di scussion? Roll call, please.
MS. BOEDING Roll call
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Col unbel .
M5. COLOVBEL: Aye.
MS. BOEDI NG  Gonzal es.
M5. GONZALES: Aye.
MS. BOEDI NG  Ei dson.
MR EI DSON: Aye.
MS. BCEDI NG Al vey.
MR ALVEY: Aye.
M5. BOEDI NG M | an.
MR. M LAN: Aye.
M5. BCEDI NG  Pettey.
MR PETTEY: Aye.
MS. BOEDING Mbtion carries.
MR ALVEY: I think on No. 4 --
M5. PETERS: No. 4, we have --
MR ALVEY: An adjustnent to the
ori gi nal .

MS. PETERS: As | indicated, we

had handouts based on what option you chose or

if you chose sone other one. And Lori has the

Bl ack & Veatch reconmmendati ons for the rate
cl asses based on the

i ncreases for the custoner

7 percent overall base rate increase.
MR ALVEY: This is -- and so,
Kathy, if | may ask, to be clear, this is with
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there not being an adjustnent greater than

120 percent of the average systenf

MS. PETERS: | would ask Craig to
answer that question. Craig Brown.
MR. BROMWN: That is correct. |

believe it's actually -- | think it was

8.5 percent actually in 2011, but it's like
121 percent, approximately 120 percent of the
syst em aver age.

MR EIDSON. Craig, | have a
questi on.

MR BROWN:  Sure.
MR EIDSON. Why woul d we not
USD 500 school s?

have a rate i ncrease for W' re

at 0 percent in '11, O percent in '12. |
mean - -

MR BROWN: The initial reasoning
was for -- in our original recomendations, it

was reconmmended they should have 0 percent in

the first year and | believe the second year and

then increase to 3 percent in '12 and 5 percent

| believe in '13, approximtely. Wen they got

a 7 percent across the board in July 2010, it
was deternined, in collaboration with the staff

as well, that they should have 0 percent because
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they weren't going to get up to 7 percent until
about the third year.
MS. COLOMBEL: Yes. | renenber

t hat di scussi on.

MR. El DSON: l'"mnot so sure |I'm

in agreenment with that, but at this point, I

don't know what we woul d do about it.

MS. COLOMBEL: | think --

MR PETTEY: Wll, they had a 7,
but it was going to be O.

MS. COLOMBEL: It was going to be
a 5 and 3.

MR. EI DSON. Everybody got a 7.

MR PETTEY: Yeah, but | nean,

they were really going to --
MR BROMN: | can clarify that.

They were 0, 3 in 2011 and 5 in 2012 and 7 in

2013 was the original plan.
MR, PETTEY: Yeah.
MR EIDSON:. That's what |'m

| ooki ng at .

MR BROMWN: And approxi mately 7
in 2010 by the tinme you get a 0 and 3 and a 5,
be about the same spot by the end.

MR PETTEY: Ckay.
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MR ALVEY: | nake a nbption to

approve the electric base rate increases for the

custoner cl asses based on the table presented by
staff.

MS. COLOMBEL: 1'Il second the
not i on.

MR. PETTEY: Roll call pending
any ot her discussion. Roll call, please.

MS. BOEDING Roll call.
Col unbel .

M5. COLOMBEL: Aye.

MS. BOEDI NG  Gonzal es.

M5. GONZALES: Aye.

MS. BOEDI NG  Ei dson.

MR ElI DSON:  Aye.

MS. BOEDI NG Al vey.

MR ALVEY: Aye.

MS. BOEDING M an.

MR M LAN  Aye.

M5. BOEDI NG  Pettey.

MR PETTEY: Aye.

MS. BOEDING Mbtion carries.

MR PETTEY: Ckay. No. 5.

MS. COLOMBEL: Do we have a
determ nation for the water percentage? Just
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anot her clarification.
MS. PETERS: The cost of service

study indicated that water would be 8 percent in

2011, 7 1/2 percent in 2012 and 7 1/2 percent in
2013.

MR, EIDSON. Say that one nore
time, Kathy, I'msorry.

MS. PETERS: The cost of service
study indicated for water an 8 percent increase
in 2011, 7 1/2 percent in 2012, and 7 1/2
percent in 2013.

MR, EI DSON: Thank you.

MR. M LAN. Those percent ages

were included in the item No. 2. She's just
veri fying what those are.
M5. PETERS: No. We want a
separate noti on on those.
MS. COLOMBEL: But we do need a
separate notion. Are you naking a notion?
MR MLAN Yes. | nake a notion
to accept item4 --

MR EIDSON: 5.

MR MLAN Itemb5 as presented.
MR. EI DSON: Second.
MR PETTEY: Any ot her
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di scussi on?

MS. PETERS: Again, | would |ike

to clarify that notion. You are noving that the

wat er increase be 8 1/2 percent in 2011 --
MS. GONZALEZ: 8.
El DSON: 8.

COLOVBEL: 8 percent 2011.

5 B 3

PETERS: Sorry. Good thing |

clarified that. 8 percent in 2011, 7 1/2

percent in 2012 and 7 1/2 percent in 2013.

MR, M LAN: That's correct.

MR, PETTEY: GCkay. Roll call,

pl ease.

o

BOEDI NG Rol |l call.

Col onbel .

COLOMBEL: Aye.
BOEDI NG  Gonzal es.
GONZALES: Aye.
BOEDI NG Ei dson.
El DSON:  Aye.
BOEDI NG Al vey.
ALVEY: Aye.
BOEDING M | an.

M LAN:  Aye.

52 53D 23005 D

BOEDI NG  Pettey.





18:43:41

18:43:41

18:43:42

18:43:45

18:43:48

18:43:50

18:43:52

18:43:55

© 00 ~N oo o b~ w N P

18:43:57
18:44:40 10
18:44:41 11
18:44:45 12
18:44:54 13
18:44:57 14
18:45:00 15
18:45:02 16
18:45:17 17
18:45:19 18
18:45:23 19
18:45:24 20
18:43:33 21
18:43:34 22
18:43:36 23

24

18:43:37 25

31

MR PETTEY: Aye.

MS. BOEDING Mbtion carries.
MS. PETERS: And we have asked
Loretta to hand out a schedul e of the water
cl asses based on that

rates for the custoner

overall increase. Again, we had the different

options that have been presented to the Board.
This is the one contained in the original cost
of service report.

[0

M5, COLOVBEL: make a noti on

to approve the water rates for custoner classes
based on the average increase percentage that
has been present ed.

MS. GONZALEZ: |
Ckay.

Moti on by Ms. Col umbel,

second.
VMR. PETTEY: Any
di scussi on on that?

second by Ms. CGonzal es to approve as presented

to us. Roll call, please.
MS. BOEDING Roll call
Col onbel .
Ms5. COLOMBEL: Aye.
MS. BOEDI NG  Gonzal es.
M5. GONZALES: Aye.
MS. BOEDI NG  Ei dson.
MR EI DSON: Aye.
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MS. BCEDI NG Al vey.

MR ALVEY: Aye.

M5. BOEDI NG M | an.

MR. M LAN: Aye.

M5. BCEDI NG  Pettey.

MR PETTEY: Aye.

MS. BOEDING Mbtion carries.

MR ALVEY: |'d like to nmake a
notion for approval of the energy rate conponent

ri der as recomended by BPU staff.

MS5. GONZALEZ: Second.
MR, PETTEY: Got a notion by

M. Alvey and second by Ms. Gonzal es to approve

the rate. Any discussion on that? Let's roll
call, please.

MS. BOEDING Roll call.
Col onbel .

M5. COLOVBEL: Aye.

MS. BOEDI NG  Gonzal es.

M5. GONZALES: Aye.

MS. BOEDI NG  Ei dson.

MR EI DSON: Aye.

MS. BOEDI NG Al vey.

MR ALVEY: Aye.

MS. BOEDING M an.
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MR M LAN  Aye.
M5. BOEDI NG  Pettey.
MR PETTEY: Aye.
MS. BOEDING Mbtion carries.
MR PETTEY: Next is the ERC --
MS. PETERS: ESC.
MS. COLOMBEL: Environnent al
surcharge rider.
MR PETTEY: Yeah, |'m sorry.

MS. COLOMVBEL:

Motion to approve

t he environnental surcharge rider recommended by
staff.

MS. GONZALEZ: Second.

MR PETTEY: Mot i on by
Ms. Col unbel, second by Ms. Gonzal es to approve
t he environnental surcharge rider. Any
di scussion? Roll call, please.

MS. BOEDING Roll call.
Col onbel .

M5. COLOVBEL: Aye.

MS. BOEDI NG  Gonzal es.

M5. GONZALES: Aye.

MS. BOEDI NG  Ei dson.

MR EI DSON: Aye.

MS. BCEDI NG Al vey.
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MR ALVEY: Aye.

MS. BOEDING M an.

MR. M LAN: Aye.

M5. BCEDI NG  Pettey.

MR PETTEY: Aye.

MS. BOEDING Mbtion carries.

M5. COLOMBEL: | guess | have a
question on No. 9. |Is the recommended --
recomrendati on by staff and intervenors, is this

the one that Lori presented to us |last week that

we woul d hold where we are; is that correct?

MS. PETERS: Yes, ma' am

M5. COLOMBEL: Ckay. Modtion to
approve.

MR ElI DSON: Second.

MR PETTEY: Mot i on by

Ms. Gonzal es, second by M. Eidson to approve

staff recommendati ons on the on-peak period.
Roll call, please.

MS. BOEDING Roll call
Col onbel .

M5. COLOMBEL: Aye.

MS. BOEDI NG  Gonzal es.

M5. GONZALES: Aye.

MS. BOEDI NG  Ei dson.
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BOEDI NG Motion carries.

MR EI DSON: Aye.

MS. BCEDI NG Al vey.
MR ALVEY: Aye.

M5. BOEDI NG M | an.
MR. M LAN: Aye.

M5. BOEDI NG  Pettey.
MR PETTEY: Aye.

IVS.

MR

PETTEY: No. 10 is the BPU

staff recomendati on that a 7 percent ratchet

continue to be used for winter demand billing.

M5, GONZALEZ: | nove to approve

that we use the 7 percent rachet continuing for

w nt er denand.

MS. COLOVBEL: Second.

MR PETTEY: Mbdtion by

Ms. Gonzal es, second by Ms. Col onbel to approve

the 7 percent rachet for winter demand billing.
Any ot her discussion? Roll call, please.

MS. BOEDING Roll call.
Col onbel .

M5. COLOMBEL: Aye.

MS. BOEDI NG  Gonzal es.

M5. GONZALES: Aye.

MS. BOEDI NG  Ei dson.

35
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El DSON:  Aye.

BCEDI NG Al vey.

ALVEY: Aye.

BOEDING M I an.

M LAN:  Aye.

BOEDI NG  Pettey.

PETTEY: Aye.

BOEDI NG  Modtion carries.

25 302530 D

PETTEY: No. 11 is a

di scussion of further review of the financi al
per f ormance and progress of the BPU toward
meeti ng our financial goals.

MS. COLOMBEL: And | think this
is very key, M. Pettey.

MR MLAN This is very
important. This should be explained really
clearly.

MS. COLOMBEL: And | think
Ms. Conzal es has stated this all along that as
we go through this process and we do have these
i ncreases that we are watched very cl osely what
we're doing with our expenditures and with
capi tal inprovenents.

MR. M LAN. Absolutely.

MS. COLOMBEL: So do we need this

36
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in aformof a notion as to an exact tine frane
we want ?

MR MLAN 1'll request the
whol e par agraph be read clearly to nmake sure
it's understood between us and the public so we
under stand what we really nean.

MS. PETERS: W woul d suggest
that you consider this at a mninmnumat the tinme

that you're putting your budget together for the

followi ng fiscal year that you get an anal ysis
of where you are for neeting your financi al
nmetrics to date.

M5, COLOMBEL: | think I would
like nore than one a year. | think |I'd at |east
li ke a six nmonth interval.

MR ALVEY: M/ only -- | think
that this is sonething that we do, you know, the
nmont hly financial reports, the quarterly
reports. | believe this is a function that
we're already acconplishing. I'mreally not --
| can see why we would vote for this, but we do
it as a rule anyway. So | wouldn't want -- if

we pass it, | don't want to give people the idea

that we don't do this on a regul ar basis.

M5. COLOMVBEL: | agree, David. |
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just -- | think in the interest of public

di scussion and -- that it is a separate item

that -- | would say twice a year, you know,

during budget tine and then late -- naybe again
in July that it is a single discussion on the
out cones and what we have been able to -- to
I n our financial

meet goal s the best

determ nation. | know we have a nonthly, but I

would still like to see what this process has

brought us to.

MR MLAN:. Well, | take a
di ff erent approach.

M5. COLOVBEL: Ckay.

MR MLAN. Wiat I'mtrying to
say -- unless you want to read it --

MR. PETTEY: Go ahead.

MR MLAN: Item 11, D scussion

of further review of financial performnce and

progress of the Board towards neeting the
and determ nati on of whether to

financi al goal

give a direction to staff, as a part of the
ongoi ng revi ew and eval uati on of coll ection of
revenues under the approved rates and operation

and capital expenditures, to provide an anal ysis

of whether the financial netrics in the rate

38
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pl an have been nmet or exceeded to provide a
basis for the Board to consider whet her a

downward adjustnent to rates may be nade in the

future.

We're saying that if it | ooks better in
"11 and '12, then the staff should take and
adjust -- | want to make it clear that although

we agree to these figures tonight, these

per cent ages, we have the option, the staff has
the option to | ook at the analysis and review as

we prom sed the intervenors and the public, we

wll look at these rates. W may go down to 6
next year, okay. 5. Hope we go down to 0. But
anyway, that's hypothetical, but ny point is,

that's the purpose of 11.

M5, COLOVBEL: | agree.

MR M LAN: It should be clear.

Do you understand that?

M5. COLOVBEL: | totally agree.

MR M LAN. Okay. Thank you.

MR PETTEY: Well, the pilot

should go down. We know it's going to go down.

MR EIDSON: | agree with this.

We do | ook at that nonthly, the finance

commttee does | ook at the -- where the Board or





18:52:43

18:52:47

18:52:49

18:52:51

18:52:54

18:52:58

18:52:59

18:53:02

© 00 ~N oo o b~ w N P

18:53:08
18:53:09 10
18:53:13 11
18:53:15 12
18:53:19 13
18:53:22 14
18:53:24 15
18:53:27 16
18:53:32 17
18:53:33 18
18:53:38 19
18:53:40 20
18:53:44 21
18:53:47 22
18:53:48 23
18:53:51 24

18:53:55 25

40

where the utility is on a nonthly basis. And I

don't think there's anybody up here at this

tabl e that had the opportunity to | ower the

rates would not hesitate to do that if

everything was sound and stable here at the BPU.

MR M LAN: Wel |, based on what

we approved in the rate increase, this reflects

this particular set of circunstances, okay.

MS. COLOVBEL: So woul d t he

di scussion be that this is handled yearly in the

budget review for the follow ng year so we woul d

know if there was a possibility of a reduction
in the rates?
ask for a

MR PETTEY: Well,

tinmely report so we can decide in advance what

we can do, if we can or cannot with --

MR MLAN It gives direction to

the staff saying, tell the Board where we are,

do we stay status quo, do we have an opportunity

based on analysis to reduce or stay where we

are. It's telling the staff what to do here.
MR, ALVEY: If the direction to
the staff is that they have to present proposal

to us specifically addressing that rates ought

to remain at the | evel, which has been
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establi shed by the decision tonight, or whether

an adj ustnent downward, if they are directed

specifically to offer a recommendation, that's

different than just -- | think this doesn't

quite say what we're trying to say. | think

what it needs to say is staff should be directed
to recommend any rate increase or decrease --

MR PETTEY: Can't increase.

MR ALVEY: l'"'msorry. Any rate

decrease from what was established by decisions
tonight. |If that's what we're trying to do,

then I'"'mfine with that.

MS. COLOMBEL: Yes. That's the
whol e basi s.

MR MLAN That's what it's
trying to say.

MR ALVEY: Yeah. | don't think

it says that in the | anguage.

MR El DSON: It could be done

when we're wor ki ng on the budget, yearly budget.

M5. COLOMBEL: Mary.

MR MLAN. W have tine to agree

upon the staff later on. Mve on fromthat.

M5. COLOVBEL: Wuld you like to

nmake that in the formof a notion, David?
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MR ALVEY: Sure. [I'IIl just

change -- the only | anguage | woul d change there
is to direct the staff to provide an anal ysis
t he

and a recommend- -- an anal ysis of whet her

financial netrics in the rate plan have been net

or exceeded and to recommend or not recommend a
downward adjustnent to rates to be nade in the
future year.

MR. EIDSON: Do you want to tie

that to the Board?

MR ALVEY: Actually, a
reconmendati on.

MR MLAN |t neans the sane.
Fine with ne.

MR EIDSON:. Tied to a budget

pr oceedi ng.

MS. COLOMBEL: Second.

MR. PETTEY: Any ot her
di scussion? Roll call.

MS. BOEDING Roll call
Col onbel .

M5. COLOMBEL: Aye.

MS. BOEDI NG  Gonzal es.

M5. GONZALES: Aye.

MS. BOEDI NG  Ei dson.

42
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MR EI DSON: Aye.

MS. BCEDI NG Al vey.

MR ALVEY: Aye.

M5. BOEDI NG M | an.

MR. M LAN: Aye.

M5. BOEDI NG  Pettey.

MR PETTEY: Aye.

MS. BOEDING Mbtion carries.

MR PETTEY: No. 12, we're
asking -- we're directing Black & Veatch to

prepare a final

manual based on the rate

I ncreases deci sions we've just nade on the

proposed rate.
MR
MR
MR

Roll call, please.

o

Col onbel .

530 0 5

ALVEY: So noved.
M LAN: Second.
PETTEY: Any di scussi on?

BOEDI NG Rol |l call.

COLOVBEL: Aye.
BOEDI NG  Gonzal es.
GONZALES: Aye.
BOEDI NG Ei dson.
El DSON:  Aye.

BCEDI NG Al vey.
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to the rate counsel

for the Board,

25 30 35 3

ALVEY: Aye.
BOEDI NG M | an.
M LAN:  Aye.
BOEDI NG  Pettey.

PETTEY: Aye.

BOEDI NG  Modtion carries.
PETTEY: 13, give direction

to prepare a witten order

setting out the decisions,

evidentiary basis on the decisions and

directi ons made by the Board.

Col onbel .

5> 2 5 5 DD D3

20 0 5 D

El DSON: So noved.
ALVEY: Second.
COLOMBEL: Second.

PETTEY: Roll call, please.
BOEDI NG Wio's the second?
COLOVMBEL: | said it.

El DSON: Loretta Col unbel .

BOEDI NG Rol|l call.

COLOMBEL: Aye.
BOEDI NG  Gonzal es.
GONZALES: Aye.
BOEDI NG Ei dson.

El DSON:  Aye.
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BOEDI NG Motion carri es.

MS. BCEDI NG Al vey.
MR ALVEY: Aye.

MS. BOEDING M an.
MR. M LAN: Aye.

M5. BCEDI NG  Pettey.
MR. PETTEY: Aye.

IVS.

MR.

PETTEY: You know, | woul d

say thank you for everyone for all of the effort

that went into the final decision on this. It's

been a trying several nonths trying to decide

what's the best way for the BPU and our

custoners big and small, and | feel that we have

done that this evening.

But |Ii ke we have nentioned earlier, we

want to nmake it very clear if there' s any way

that these rates can cone down in the future

years, we definitely want that to happen.

They're not witten in stone. Anyone el se?

MR. M LAN. Thank you. That's a

good conment.

MR PETTEY: Any other board

comments on this?
MS. COLOVBEL: | also want to

thank staff, the intervenors, the consultants.
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| know that every one of you have worked | ong

and hard to bring us testinony, statenents,

proof, facts, all of the papers that M. M1l an

spoke of. It's not an easy decision. It's

never an easy decision to increase sonmeone's

bill. But it's the best decision for our

utility. And I'"'mproud to be a part of this

board that nmade a unani nous deci sion to keep our

community whole and to keep our utility

functioni ng properly.

MR M LAN: I'"d like to use an

Optimst Cub kind of theory which says, Forget

the m stakes of the past and press on to greater

achi evenent in the future. And that's what the

Board needs to do. (Inaudible) tonorrow and

nove on to serve this conmmunity in the best

fashi on we can. Thank you.

MS. GONZALEZ: I'"d also like to

say thank you to the intervenors for everybody's

time and effort on this project. The hardest

thing to do for our board nenbers is to strike a
bal ance to preserve the integrity of our utility

and to keep our community noving forward. And

it's a difficult decision and one that | know

all of us have deliberated | ong and hard on.
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And we're trying to do the best for the utility
and for our comunity.

MR ALVEY: Also, I'd like to say

t hanks to everyone who's involved in this,
consul tants,

i ncl udi ng our attorneys, our

M. Carson, our consultants from Bl ack & Veatch

the intervenors, the industrial class custoners

and all of the custoners of the Board of Public
Uilities. | would like to remi nd fol ks that
when we started this process, we commtted
oursel ves to conducting a fair and transparent

process. And | am proud of the way that the
managenent and staff and nenbers of the Board
have done that.

believe we're

t hi nk t he

And, you know, it's --

at a critical juncture at the BPU. |

evi dence i s clear. And what we decide to do

fromthis point on wll determ ne the fate of

the Board of Public Uilities. W have to

restore our cash reserves. W have to restore

our debt coverage ratio. W have to restore our

capital operations. W have to do the necessary

i mprovenents, our maintenance. W have to do

these things or there won't be a BPU to tal k

about . "' mconvi nced of that.
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19:00:28 of how this affects the bottomI|ine of all of

19:00:31 our residents and all of our industri al

19:00:34 custoners. You know, there's going to be an

19:00:38 impact. | understand the total BPU bill wth
19:00:42 the pilot included does have an effect on the
19:00:45 conpetitiveness of every business in this city.

19:00:48 And |I'm concerned with the inpact that this is
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19:00:51 goi ng to have on our -- our residential

19:.0054 10  customers, especially those on fixed incone or
190057 11t hose unenpl oyed.

19:00:59 12 And | woul d suggest that this rate

19001 13 i ncrease cannot function as the only tool that
19:01:05 14 we use to restore the BPUto its full financial
190009 15 and operational health. |If there's one nessage
190113 16 that came across loud and clear in this rate
190115 17 hearing process, it's this. And that's that the
19.01:18 18 BPU nust continue to find ways to provi de pure
190123 19 power and pure water and at the | owest possible
19:01:26 20 cost .

19:01:28 21 I n other words, | think we have been
190130 22 chal lenged to review every line itemto

19:01:33 23 determ ne what we can do to reduce our costs and

19.01:36 24 therefore reduce the upper pressure on rates.

19.01:39 25 We have an obligation so | believe this board is
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wlling to take a good | ook at our budget each

year to see what we can do to limt proposed
rate increases.

In short, | just think that increased

revenues that we wll realize fromthese rate

I ncreases cannot be | ooked upon as a pot of gold

that we get to spend freely. On the contrary,

these i ncreased revenues are an opportunity to
sustain the utility while we work to find ways

to reduce costs. G herwise, it's been

poi ntl ess. And, again, | thank all of those who

wor ked so hard on this process.

MR, PETTEY: You put it very

well, M. Alvey.

MR EIDSON: It is just -- I'"mso

proud to be a part of this board and to have sat

here and know t hat we have done our diligence,

and | -- there's not nuch else | can say.

Everyone has pretty nmuch sumed up all of our

feelings. And, again, thanks to everybody, to
the staff, to intervenors, to attorneys and
again to you, Your Honor. That's all | have to
say.

MR PETTEY: Kat hy.

MS. PETERS: Bl ack & Veatch and |
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will follow your directives. | recomend to you
that you not close the hearing tonight. 1[|'d
li ke to have you have the final approval of the

rate manual and of the order and perhaps take

that up at your next neeting Cctober 20t h.
MR PETTEY: Uh- huh.
MS. PETERS: And also that wl|

give Black & Veatch the chance to fill out those
rate schedul es based on the decisions that

you' ve nmade and share those with M. Gornan so

t hey can nake sure that they're in agreenent
about all of the nunbers based on the approach

that you have directed us to foll ow.

MR MLAN:. WII that be the
final business?

MS. PETERS: And that will be the
final business except for hol ding open the

deci sion on the on peak demand period, which, as

| said, is subject to study for next year or so.

M5. COLOMBEL: So basically,
you're asking us to wait for the witten
docunent ati on?

M5. PETERS: |

am ' m

suggesting that given that you are to nake a

final decision within five days of conpleting a

50
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hearing and given that you're going to approve

the final rate manual in the order

it's ny
suggestion to you that you continue this unti
next

your meeti ng so that you can approve the

order and approve the rate nmanual and then

conpl ete the heari ng.

MR M LAN: | want to get sone
sleep. | just want to know when | can get it,
okay?

MS. PETERS: You can get it
tonight. You've nmade your decision. This is

housekeepi ng. Your final decision is

housekeepi ng, but just so that it's clear that

you wll make -- you'll approve the order on the
20th. That's our suggesti on.

MR MLAN: Al right. Thank
you.

M5. COLOMBEL: Wuld you like a
noti on, Ms. Peters?

MS. PETERS: No. I think
M. Carson can sinmply --

HEARI NG OFFI CER:  Yeah. W'l

just based -- upon the Board's apparent assent,

we wll continue this rate hearing to

Cct ober 20th at 6:00 p.m

51
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MR. PETTEY: Very good.
HEARI NG OFFI CER  That's the
conclusion of this hearing for today.

(Proceedi ngs concluded at 7:05 p.m)
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 17:49:55  1           (Proceedings commenced at 6:12 p.m.)



 18:12:16  2                     HEARING OFFICER:  Ladies and



 18:12:17  3      gentlemen, I'm Phillip Carson, the hearing



 18:12:21  4      officer for purposes of the 2010 rate hearing.



 18:12:29  5      And we were last here last Thursday on



 18:12:32  6      September 30th.  Would any attorneys



 18:12:36  7      representing intervenors please announce their



 18:12:40  8      appearances and that of the intervenors.



 18:12:45  9                     MR. ZAKOURA:  Good evening.



 18:12:46 10      James P. Zakoura on behalf of the large volume



 18:12:49 11      collector and water users.



          12                     HEARING OFFICER:  Thank you, sir.



 18:12:51 13                     MR. FLAHERTY:  James G. Flaherty,



 18:12:53 14      Ottawa, Kansas, appearing on behalf of the



          15      intervenor Suburban Water Company.



          16                     HEARING OFFICER:  Thank you.



 18:13:00 17                     MR. YARNELL:  Rick Yarnell.



 18:13:00 18                     HEARING OFFICER:  Thank you,



 18:13:01 19      Mr. Yarnell.  Ms. Peters.



 18:13:03 20                     MS. PETERS:  Thank you, Your



 18:13:04 21      Honor.  And my name is Kathy Peters representing



 18:13:07 22      the BPU in this matter.  And I'd like to also



 18:13:11 23      let the record reflect that two of the



 18:13:12 24      consulting engineers -- three of the consulting



 18:13:16 25      engineers from Black & Veatch are present in
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 18:13:18  1      the -- in the audience, Arnold White, Bob Brady



 18:13:22  2      and Craig Brown and that Ed Overcast is present



 18:13:27  3      on the telephone and that Mike Gorman is also



 18:13:29  4      present in the audience representing the large



 18:13:31  5      power group.  And I think that's everyone in the



 18:13:33  6      room who's representing an intervenor, correct?



 18:13:38  7               Thank you very much.  Ladies and



 18:13:39  8      gentlemen, I'd like to go over a few things with



 18:13:42  9      you, and then we will turn this matter over to



 18:13:45 10      you.  The hearing to date summary I've given you



 18:13:50 11      a few times, I'd like to give it to you again in



 18:13:54 12      brief one time so it will catch us up with where



 18:13:57 13      we are at this point.



 18:13:58 14               As you know, under the Unified



 18:14:00 15      Government charter ordinance and the procedures



 18:14:02 16      governing the rate process, the BPU has to



 18:14:05 17      publish notice of a public hearing for a utility



 18:14:07 18      rate increase at least 90 days before the



 18:14:09 19      hearing commences.  Notice was published in



 18:14:11 20      February.  The public hearing commenced on May



 18:14:13 21      3rd.  There were public hearing sessions on May



 18:14:16 22      3rd and 4th.  And at that time, the BPU staff



 18:14:19 23      and consultants presented staff's



 18:14:21 24      recommendations for adjustments to the rates.



 18:14:24 25      There were then opportunities for public
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 18:14:26  1      comments at each of those public hearing



 18:14:28  2      sessions.  And the hearing officer then closed



 18:14:29  3      the public portion of the hearing and opened the



 18:14:32  4      technical portion of the hearing, which is still



 18:14:34  5      presently underway.



 18:14:35  6               During the technical portion, there's



 18:14:37  7      technical evidence from the BPU staff and



 18:14:39  8      consultants and from the intervenors if any



 18:14:43  9      parties filed a petition to intervene before the



 18:14:46 10      deadline has passed.  You had three timely



 18:14:50 11      petitions to intervene.  One from an individual,



 18:14:52 12      one from a wholesale water customer, and one



 18:14:54 13      from a group of large power customers.  And as



 18:14:58 14      you know, all of those intervenors are



 18:14:59 15      represented before you this evening.



 18:15:01 16               On May 4th, the BPU staff presented its



 18:15:04 17      prefiled technical testimony.  Individual



 18:15:06 18      intervenor filed its testimony.  The group of



 18:15:08 19      large power customers asked for additional time



 18:15:10 20      to file their testimony, and this was granted



 18:15:13 21      for this -- for this customer and the wholesale



 18:15:16 22      water customer.



 18:15:17 23               You had -- you resumed the technical



 18:15:21 24      portion on June 16th and you had a presentation



 18:15:26 25      by the BPU staff and by Jim Zakoura on behalf of
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 18:15:30  1      the large power customer group and by the



 18:15:33  2      individual intervenors.  And this followed a



 18:15:36  3      period where these people had talked to each



 18:15:37  4      other about recommendations that could be agreed



 18:15:40  5      upon to give you for 2010 rate increases.  And



 18:15:45  6      the results of the discussions to date were then



 18:15:48  7      presented to the board.



 18:15:49  8               And on June 16th, you approved the



 18:15:51  9      implementation of rate increases in 2010 that



 18:15:55 10      were effective July 1, 2010, as recommended by



 18:15:58 11      this group with a 7 percent increase in revenues



 18:16:00 12      from electric base rates and an 8 percent



 18:16:03 13      increase in revenues from water base rates.  As



 18:16:06 14      we told you at that time, adjustments had been



 18:16:09 15      made in the energy rate component to back out



 18:16:12 16      the known contractual fixed power costs, to take



 18:16:16 17      those out of the base rate increase so that you



 18:16:18 18      had just the 7 percent in revenues from electric



 18:16:21 19      base rates and that those additional ERC costs



 18:16:25 20      would not be recovered through the ERC.



 18:16:28 21               At that time, you directed that the



 18:16:30 22      electric rate increase be implemented on an



 18:16:33 23      across the board basis and that the water rate



 18:16:36 24      increase be implemented as set out in the water



 18:16:39 25      cost of service study which had been the
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 18:16:41  1      recommendation.  You also approved provisional



 18:16:43  2      increases for 2011, '12 and '13 in the



 18:16:47  3      percentages indicated in the cost of service



 18:16:50  4      studies.  And those were 7 percent for electric



 18:16:53  5      each year and for water 8 percent in 2011, 7 1/2



 18:16:58  6      percent for 2012 and 7 1/2 percent for 2013.



 18:17:02  7               You set deadlines for the filing of



 18:17:05  8      technical testimony.  You directed that the



 18:17:07  9      intervenors should file their technical



 18:17:10 10      testimony by August 16th and that the BPU staff



 18:17:14 11      file rebuttal testimony by September 7th.  And



 18:17:16 12      you indicated that you expected to make a final



 18:17:19 13      decision in late September or early October.



 18:17:21 14      And you said you wanted all of the evidence in



 18:17:23 15      by the end of September.  That was done.



 18:17:27 16               Prior to those filings, you heard from



 18:17:29 17      a group of the large power customers.  They



 18:17:32 18      asked for the opportunity to address you.  And



 18:17:35 19      the hearing was reopened on August 4th, at which



 18:17:38 20      time you heard from those large pow customers.



 18:17:43 21      And you also I believe had a few people make



 18:17:46 22      comments during the public portion of that



 18:17:49 23      meeting.  But the comments from the large power



 18:17:51 24      customers were part of the rate hearing.



 18:17:53 25               Rate hearing was then continued.  And,
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 18:17:56  1      as I said, the intervenors filed their testimony



 18:17:59  2      by September 7th to the extent that they had



 18:18:03  3      technical testimony -- sorry, by August 16th.



 18:18:07  4      They filed their testimony by August 16th.  BPU



 18:18:10  5      staff filed its testimony on August 7th except



 18:18:13  6      for a small amount of testimony -- additional



 18:18:15  7      studies that they requested a few additional



 18:18:18  8      days to file, and that was filed on



 18:18:20  9      September 10th.



 18:18:21 10               You subsequently received written



 18:18:23 11      comments from Suburban Water Company, the



 18:18:27 12      wholesale intervenor.  And on September 30th,



 18:18:31 13      last Thursday, you held again another public



 18:18:34 14      hearing where you received a presentation for



 18:18:39 15      each of the large power group, from the Suburban



 18:18:44 16      Water Company, the wholesale customer, and from



 18:18:46 17      the BPU staff and its consulting engineers.  And



 18:18:48 18      you had the opportunity at that time to ask



 18:18:51 19      questions of everyone.



 18:18:54 20               And you have also received hard copies



 18:18:56 21      of all of the rate proceedings.  You've received



 18:18:58 22      hard copies of all of the trial -- sorry, of all



 18:19:01 23      of the hearing transcripts.  You've got copies



 18:19:03 24      of all of the exhibits that have been filed.



 18:19:06 25      You've had the opportunity to review the things
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 18:19:08  1      that were said when you weren't here such as



 18:19:10  2      public comments received on the 3rd and 4th and



 18:19:14  3      other matters.



 18:19:15  4               I thought it would be a good idea



 18:19:17  5      before we go through what your decisions are



 18:19:19  6      though to say something that we haven't yet said



 18:19:22  7      in these proceedings, and that is to refresh



 18:19:25  8      everyone's memory about what the charter



 18:19:27  9      ordinance says you are to do in the way of



 18:19:29 10      setting rates.  And I have given you and have



 18:19:31 11      given to each of the intervenors a copy of page



 18:19:37 12      1 and page 11 of the charter ordinance which was



 18:19:39 13      adopted by the Unified Government relating to



 18:19:41 14      BPU.  And this basically lifts from the statutes



 18:19:47 15      which have governed BPU the rate setting



 18:19:49 16      proceedings and requirements and put them in the



 18:19:53 17      form of a single utility rather than a separate



 18:19:56 18      electric division and a water division.



 18:19:58 19               So if you look at page 11, section 20,



 18:20:01 20      item A tells you what your responsibilities are.



 18:20:03 21      And I'll just read that into the record.



 18:20:08 22               The board shall fix reasonable rates



 18:20:11 23      for utility services and products furnished to



 18:20:13 24      its consumers which, 1, will secure an income



 18:20:17 25      sufficient to pay all salaries and wages of all
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 18:20:19  1      officers and employees of any utility.  2, will



 18:20:22  2      cover the cost of all materials and supplies



 18:20:24  3      used in the operation of any utility.  3, will



 18:20:27  4      cover the cost of all repairs of any utility.



 18:20:31  5               4, will cover all miscellaneous



 18:20:33  6      expenses of any utility.  5, will pay



 18:20:36  7      contractual and other financial obligations of



 18:20:38  8      the board or the Unified Government incurred for



 18:20:40  9      the purpose of purchasing, improving or



 18:20:43 10      extending any utility, including multi-year



 18:20:47 11      obligations directly or indirectly related to



 18:20:49 12      the payment of the principal of and interest



 18:20:51 13      upon revenue bonds, and will provide a sinking



 18:20:54 14      fund sufficient to pay the principal of and the



 18:20:57 15      interest on such indebtedness at maturity.  And,



 18:21:00 16      6, will cover the cost of all repairs and



 18:21:02 17      renewals of any utility and all material used,



 18:21:05 18      together with a reasonable allowance for



 18:21:08 19      emergency and unforeseen expenses.



 18:21:10 20               Some of the evidence that was presented



 18:21:13 21      to you on September 30th related solely to KCC



 18:21:17 22      regulated utilities.  You are not regulated by



 18:21:21 23      the KCC, and those statutes do not govern you.



 18:21:23 24      It is section 20 that governs your rate setting



 18:21:27 25      requirements.
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 18:21:30  1               Now, you heard from a lot of people



 18:21:32  2      about issues that were before you.  And I'd like



 18:21:35  3      to just summarize what I believe to be the



 18:21:38  4      decisions that are before you.  I have given you



 18:21:44  5      a handout which itemizes what I believe to be



 18:21:47  6      these issues.  And, of course, these are all



 18:21:49  7      policy matters for your consideration.



 18:21:51  8               And I'll go through these and then we



 18:21:54  9      will leave it to you to discuss and make



 18:21:56 10      whatever decisions you wish to this evening, or



 18:21:59 11      if you wish to delay any decisions to do that as



 18:22:02 12      well.  And you can certainly feel free to ask



 18:22:04 13      questions of me, of any of the other



 18:22:07 14      intervenors' counsel and of any of the



 18:22:08 15      intervenors' engineering consultants who are



 18:22:11 16      present today by phone or in person.



 18:22:12 17               It appears to us that the matters



 18:22:15 18      requiring decisions are, first, whether you want



 18:22:17 19      to approve a multi-year plan, approving rate



 18:22:20 20      increases for 2012 and '13 as well as 2011 or to



 18:22:24 21      approve a rate increase for 2011 and to defer



 18:22:26 22      decision on 2012 and '13 increases.



 18:22:30 23               Second, whether to approve the cost of



 18:22:32 24      service and cost allocation methodologies



 18:22:35 25      recommended by Black & Veatch in its electric
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 18:22:37  1      and water cost service studies and of course --



 18:22:41  2      or to consider some of the other methodologies



 18:22:42  3      that were presented to you during testimony.



 18:22:45  4               3, a determination of the percentage of



 18:22:47  5      electric base rate increases as of the following



 18:22:50  6      dates, and '12 and '13 would be if the board



 18:22:54  7      approves going forward with a multi year plan.



 18:22:57  8      And, of course, you've been presented a number



 18:22:59  9      of options for your consideration during the



 18:23:01 10      testimony that was presented to you.



 18:23:05 11               4, approval of the electric base rate



 18:23:08 12      increases for the customer classes, based on the



 18:23:10 13      overall increase percentages approved by the



 18:23:13 14      board.  Now, the BPU staff does have tables for



 18:23:16 15      you for the different options the BPU staff



 18:23:20 16      presented based on the Black & Veatch



 18:23:23 17      methodology.  If you wish to choose a different



 18:23:25 18      option or a different methodology, we'd have to



 18:23:27 19      come back to you with comparable -- comparable



 18:23:30 20      tables.



 18:23:30 21               But the overall recommendation is that



 18:23:33 22      since you did a 7 percent across the board



 18:23:36 23      increase for 2010, as Black & Veatch said,



 18:23:40 24      they've recommended modifying and leveling out



 18:23:44 25      the amount of the increase over the system
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 18:23:47  1      average.  Rather than front loading it in 2010,



 18:23:50  2      you did a system average in 2010.  And Black &



 18:23:54  3      Veatch's current recommendation to you is that



 18:23:55  4      no customer be increased over 120 percent over



 18:24:00  5      the system average.



 18:24:01  6               And that -- that smooths out that



 18:24:03  7      increase over the four year period rather than



 18:24:05  8      front loading it.  And that was -- that was



 18:24:08  9      presented to you during testimony and on the



 18:24:10 10      30th.  But the schedules that the staff has for



 18:24:13 11      the different options have that approach of



 18:24:16 12      recognizing that you had an across the board



 18:24:18 13      increase and that you are not front loading the



 18:24:21 14      increases for the customer classes but smoothing



 18:24:22 15      them out over the four year period for electric.



 18:24:26 16               The fifth decision would be a



 18:24:27 17      determination of the percentage of water base



 18:24:30 18      rate increases as of the following dates.  And,



 18:24:32 19      again, 2012 and '13 would be if the Board



 18:24:35 20      approves going forward with a multi year plan.



 18:24:38 21               The sixth issue would be the approval



 18:24:40 22      of water rates for customer classes, based on



 18:24:43 23      the overall increases percentages approved by



 18:24:46 24      the Board.  And, again, in the testimony, there



 18:24:51 25      were -- there were customer class and size of
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 18:24:54  1      meter tables for the different options presented



 18:24:57  2      by the BPU.  And those will be available for



 18:25:00  3      your review depending on the decision that you



 18:25:03  4      make on the revenue increase amount.  If you



 18:25:06  5      wish some other approach, we would have to come



 18:25:08  6      back to you with other tables.  And the staff



 18:25:11  7      would be prepared to give you those tables once



 18:25:13  8      you make a decision on your revenue increase.



 18:25:15  9      No point in giving you a table until you decide



 18:25:17 10      what you want to do with the percentage of the



 18:25:19 11      overall revenue increase.



 18:25:21 12               Seventh would be approval of an energy



 18:25:24 13      rate component rider, either as recommended by



 18:25:27 14      BPU staff or modified to reflect the intervenor



 18:25:30 15      comments.  And the BPU staff has provided the



 18:25:33 16      form of the ERC rider that's recommended by



 18:25:36 17      staff.  That's been also provided to the



 18:25:39 18      intervenors in the audience.



 18:25:41 19               Eight is approval of the environmental



 18:25:43 20      surcharge rider, either as recommended by BPU



 18:25:46 21      staff or modified to reflect intervenor



 18:25:48 22      comments.  And, again, you've been provided the



 18:25:50 23      form of the ESC rider recommended by staff as a



 18:25:54 24      handout.  I will point out that the production



 18:25:56 25      capacity allocation formula percentages
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 18:25:59  1      contained in the ESC rider are based on the



 18:26:03  2      Black & Veatch cost of service study and cost



 18:26:05  3      allocation methodology.  If you wish to change



 18:26:08  4      from the Black & Veatch cost of service



 18:26:10  5      allocation methodology, we would change those



 18:26:13  6      production capacity allocation formulas.



 18:26:16  7               Ninth is something that is a joint



 18:26:19  8      recommendation from all.  A is that you approve



 18:26:24  9      that joint recommendation that no change be made



 18:26:27 10      at this time to the on-peak period for the



 18:26:29 11      billing demand measurement time and that such



 18:26:31 12      on-peak period continue its current time frame,



 18:26:35 13      10:00 a.m. to 8:00 p.m., until additional study



 18:26:36 14      of this issue can be undertaken.



 18:26:39 15               Now, we can't tell you that any



 18:26:40 16      recommendation for change would come back to you



 18:26:42 17      after that additional study, but it's going to



 18:26:44 18      be a year or so.  We don't want to reopen a rate



 18:26:47 19      hearing just to make a change in that.  So we're



 18:26:49 20      secondly recommending that you hold open in this



 18:26:51 21      rate proceeding the issue of that on peak period



 18:26:53 22      for the billing determinant measurement time.



 18:26:56 23      And that would be subject to further action by



 18:26:58 24      you after that further study's received.  So



 18:27:01 25      that's the one issue that there's a joint
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 18:27:03  1      recommendation that you hold open.



 18:27:06  2               Tenth is a decision on the rachet to be



 18:27:07  3      used for winter demand building.  And the BPU



 18:27:10  4      staff recommends that a 70 percent rachet



 18:27:12  5      continue to be used for winter demand billing.



 18:27:15  6               And, finally, a discussion of the



 18:27:18  7      future review of financial performance and



 18:27:20  8      progress of the BPU toward meeting the financial



 18:27:22  9      goals and a determination of whether you now



 18:27:27 10      wish to give a direction to staff, as a part of



 18:27:29 11      that ongoing review and evaluation of collection



 18:27:32 12      revenues under whatever rates you approve, and



 18:27:34 13      of the operating and capital expenditures that



 18:27:37 14      the staff would provide you an analysis of



 18:27:39 15      whether the financial metrics in the rate plan



 18:27:41 16      have been met or exceeded to give you a basis to



 18:27:45 17      consider whether you might have a downward



 18:27:48 18      adjustment to rates in a future year.



 18:27:49 19               I might point out, that might also tell



 18:27:51 20      you that you needed to consider a further rate



 18:27:54 21      increase, which would have required a rate



 18:27:55 22      hearing.  But at any rate, the question before



 18:27:57 23      you is do you want staff to come back to you



 18:28:00 24      with this analysis on an ongoing basis as



 18:28:04 25      performance comes in.
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 18:28:06  1               And, finally, two housekeeping matters.



 18:28:11  2      And that is on the last page, 12, you should



 18:28:13  3      give a direction to Black & Veatch after you've



 18:28:15  4      made your decisions that they prepare a final



 18:28:17  5      rate manual based on the rate increase decisions



 18:28:20  6      that are made by the Board and the decisions on



 18:28:22  7      the Black & Veatch proposed rate design.  And,



 18:28:25  8      finally, that you give a direction to me once



 18:28:29  9      you've made your decisions to prepare a written



 18:28:30 10      order for the Board that you can then sign that



 18:28:33 11      would set out your decisions, the basis for the



 18:28:35 12      decisions as you've indicated during your



 18:28:38 13      proceedings tonight and the directions that are



 18:28:41 14      made by the board.  So that's -- that's a



 18:28:43 15      summary of where we are.  And with that, we'll



 18:28:45 16      turn it over to you.



 18:28:56 17                     MR. MILAN:  Based on the review



 18:29:01 18      from counsel on matters to be required in



 18:29:07 19      decision, I make a motion to approve the Black &



 18:29:14 20      Veatch cost of service study and cost allocation



 18:29:17 21      as presented from Black & Veatch.  That's the



 18:29:22 22      first option I have before me.



 18:29:25 23                     MS. COLUMBO:  I'll second that



 18:29:27 24      motion.



 18:29:29 25                     MR. PETTEY:  Any discussion?

�

                                                                 17







 18:29:30  1                     MR. ALVEY:  I just want to



 18:29:31  2      clarify.  So we're working with matter 1.



 18:29:35  3                     MS. COLOMBEL:  Actually, matter



 18:29:36  4      2, the motion to approve the cost of service and



 18:29:38  5      the cost allocation methodologies recommended by



 18:29:41  6      Black & Veatch in its electric and water cost of



 18:29:43  7      service studies.  I imagine we have to have a



 18:29:46  8      second motion on the multi year --



 18:29:47  9                     MS. PETERS:  Yes.



 18:29:48 10                     MS. COLOMBEL:  -- so I think --



 18:29:49 11      is that correct, Bob, that your motion is for



 18:29:51 12      the Black & Veatch study?



 18:29:52 13                     MR. MILAN:  Right.



 18:29:54 14                     MS. COLOMBEL:  And that's what I



 18:29:55 15      second.



 18:29:55 16                     MR. ALVEY:  Okay.



 18:30:01 17                     MR. MILAN:  Before we take a roll



 18:30:04 18      call vote on that, let me have a little few



 18:30:09 19      moments.



 18:30:10 20                     MR. EIDSON:  I can barely hear



 18:30:11 21      you, sir.



 18:30:12 22                     MR. MILAN:  I said let me have a



 18:30:14 23      few moments please.  This is a difficult



 18:30:17 24      decision when we're talking about the



 18:30:23 25      responsibility of a financial obligation that
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 18:30:25  1      this Board has under consideration of customers



 18:30:31  2      big and small.  The decision was not an easy one



 18:30:37  3      because what the Board was presented with were



 18:30:41  4      many pieces of documentation.



 18:30:45  5               I have before me the report from the



 18:30:51  6      intervenors I've studied quite well.  I have



 18:30:54  7      recommendation from the staff presented quite



 18:30:59  8      well.  I have charts and diagrams to compare



 18:31:04  9      each of the ratings with other community areas



 18:31:07 10      around Kansas City and surrounding territories.



 18:31:11 11      I have before me the testimony taken by the



 18:31:16 12      court reporter here, very costly, very time



 18:31:20 13      consuming.



 18:31:22 14               And, finally, I have the final



 18:31:26 15      conclusion recommended from Black & Veatch based



 18:31:31 16      on my motion to consider the (inaubidle) that



 18:31:36 17      we've had with the staff, going over all the



 18:31:39 18      options that we have, we have a reasonable



 18:31:43 19      increase, so to speak, that best serves the



 18:31:47 20      community, our customers, Kansas City, Kansas



 18:31:50 21      and Wyandotte County.



 18:31:53 22               This document was the final document I



 18:31:56 23      received from the consulting engineers, Black &



 18:32:00 24      Veatch, which clearly states the risks, the



 18:32:05 25      rationale, the purpose of the rate increase that
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 18:32:09  1      we're proposing tonight.  I would like to say to



 18:32:13  2      my board members -- this is my independent



 18:32:16  3      statement, my independent judgment, I'm just



 18:32:20  4      sharing with you some of what 19 years have



 18:32:23  5      taught me.



 18:32:24  6               I think the Board has been very, very



 18:32:27  7      reasonable in the last 19 years in terms of rate



 18:32:32  8      increase.  I think were too small.  I've



 18:32:35  9      expressed that many times.  And we needed to



 18:32:39 10      probably have small rate increases from 2006 and



 18:32:46 11      before in order to not reach this same point.



 18:32:49 12      But under the circumstances, under the



 18:32:51 13      circumstances, based on cost allocation, cost of



 18:32:55 14      service study and all the other components that



 18:32:57 15      go with that rate increase design, this is why I



 18:33:02 16      make my comments.  Thank you very much.



 18:33:05 17                     MR. PETTEY:  Do you at this time



 18:33:06 18      just want to vote on the electric or do you want



 18:33:09 19      to add the cost of service for water also?



 18:33:12 20                     MS. COLOMBEL:  Well, I think in



 18:33:13 21      this recommendation, it says that it's electric



 18:33:16 22      and water.



 18:33:17 23                     MR. PETTEY:  Okay.  I just wanted



 18:33:18 24      to make -- I mean, that's what it was, but the



 18:33:21 25      way we talked -- make that understood.  Any
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 18:33:25  1      other discussion?



 18:33:30  2               I guess we give a roll call, please, to



 18:33:33  3      see what happens there.



 18:33:34  4                     MS. BOEDING:  Yes.  Roll call.



 18:33:35  5      Loretta Colombel.



 18:33:37  6                     MS. COLOMBEL:  Aye.



 18:33:37  7                     MS. BOEDING:  Mary Gonzales.



 18:33:39  8                     MS. GONZALES:  Aye.



 18:33:39  9                     MS. BOEDING:  Terry Eidson.



 18:33:40 10                     MR. EIDSON:  Aye.



 18:33:41 11                     MS. BOEDING:  David Alvey.



 18:33:43 12                     MR. ALVEY:  Aye.



 18:33:43 13                     MS. BOEDING:  Robert Milan,



 18:33:45 14      Senior.



 18:33:45 15                     MR. MILAN:  Aye.



 18:33:46 16                     MS. BOEDING:  John Pettey.



 18:33:47 17                     MR. PETTEY:  I'll make it



 18:33:48 18      unanimous.  Aye.



 18:33:53 19                     MS. BOEDING:  Motion carries.



 18:34:01 20                     MR. PETTEY:  Thank you.  Rob.



 18:34:02 21                     MR. MILAN:  And we have another



 18:34:04 22      item here that probably should be up front, make



 18:34:07 23      sure that (inaudible) information.  The issue is



 18:34:14 24      making sure that our plan it can be deferred



 18:34:18 25      from '12, '13 based on what the recommendations
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 18:34:23  1      made of counsel here.  Do you get that?



 18:34:26  2                     MS. COLOMBEL:  Are you making a



 18:34:27  3      motion to approve the multi year plan?



 18:34:29  4                     MR. MILAN:  Right, right.



 18:34:32  5                     MS. COLOMBEL:  For the rate



 18:34:32  6      increases for 2012 and 2013?



 18:34:35  7                     MR. MILAN:  Right.



 18:34:36  8                     MS. COLOMBEL:  As well as this



 18:34:37  9      one -- the present year that we're in?



 18:34:39 10                     MR. MILAN:  Absolutely.



 18:34:40 11      Absolutely.



 18:34:40 12                     MS. COLOMBEL:  I'll second your



 18:34:42 13      motion.



 18:34:42 14                     MR. MILAN:  Make sure it's clear.



 18:34:44 15                     MR. ALVEY:  I think we say we



 18:34:47 16      wish to approve a multi year plan to approve



 18:34:49 17      rate increases for 2011, 2012, 2013.



 18:34:54 18                     MR. MILAN:  Precisely.



 18:34:56 19                     MS. GONZALEZ:  And we're talking



 18:34:58 20      water and electric.  Is that your intent,



 18:35:00 21      Mr. Milan?



 18:35:01 22                     MR. MILAN:  That's correct.



 18:35:04 23                     MR. EIDSON:  And that is based on



 18:35:06 24      the Black & Veatch study that was presented to



 18:35:07 25      us.
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 18:35:08  1                     MR. MILAN:  Yes.  Absolutely.



 18:35:09  2                     MR. ALVEY:  Second.



 18:35:12  3                     MR. PETTEY:  Loretta already



 18:35:14  4      seconded.



 18:35:16  5                     MR. ALVEY:  Sorry.



 18:35:17  6                     MS. COLOMBEL:  That's okay.



 18:35:18  7                     MR. PETTEY:  Any other



 18:35:19  8      discussion?  Roll call, please.



 18:35:21  9                     MS. BOEDING:  Roll call.  Loretta



 18:35:23 10      Columbel.



 18:35:23 11                     MS. COLOMBEL:  Aye.



 18:35:24 12                     MS. BOEDING:  Mary Gonzales.



 18:35:25 13                     MS. GONZALES:  Aye.



 18:35:25 14                     MS. BOEDING:  Terry Eidson.



 18:35:27 15                     MR. EIDSON:  Aye.



 18:35:27 16                     MS. BOEDING:  David Alvey.



 18:35:28 17                     MR. ALVEY:  Aye.



 18:35:28 18                     MS. BOEDING:  Robert Milan,



          19      Senior.



 18:35:30 20                     MR. MILAN:  Aye.



 18:35:30 21                     MS. BOEDING:  John Pettey.



 18:35:31 22                     MR. PETTEY:  Aye.



 18:35:31 23                     MS. BOEDING:  Motion carries.



 18:35:36 24                     MS. COLOMBEL:  Do we --



 18:35:38 25      Mr. Pettey, do we also need an approval on the
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 18:35:40  1      customer classes or do we go now to the energy



 18:35:43  2      rate component and the energy surcharge?



 18:35:47  3                     MR. MILAN:  That's important.



 18:35:49  4                     MS. PETERS:  Mrs. Columbel, I



 18:35:50  5      think you should take up a decision on each of



 18:35:53  6      these items in order.



 18:35:55  7                     MR. PETTEY:  So we were looking



 18:35:56  8      at No. 7.  Now --



 18:35:57  9                     MS. PETERS:  Actually, I think



 18:35:58 10      we're looking at No. 3.



 18:36:01 11                     MR. PETTEY:  Okay.



 18:36:04 12                     MS. COLOMBEL:  And the motion



 18:36:05 13      would be that the percentage of the electric



 18:36:08 14      base rate increase as the following dates in



 18:36:13 15      accordance with the Black & Veatch study?



 18:36:17 16                     MR. MILAN:  You make a motion?



 18:36:19 17                     MS. COLOMBEL:  No.  I'm asking



 18:36:20 18      Kathy if that's the proper --



 18:36:24 19                     MS. PETERS:  Excuse me just a



 18:36:26 20      second.  I would suggest to you that you just



 18:36:31 21      include in your motion the percentages that you



 18:36:33 22      wish to increase.  Now, the Black & Veatch study



 18:36:37 23      called for on the electric side 7 percent



 18:36:41 24      January 1, 2011, 7 percent January 1, 2012,



 18:36:45 25      7 percent January 1, 2013.  And I would ask you,

�

                                                                 24







 18:36:48  1      is that the import of your motion?



 18:36:50  2                     MS. COLOMBEL:  Yes.



 18:36:52  3                     MR. MILAN:  Right.



 18:36:55  4                     MR. EIDSON:  On what class of



 18:36:56  5      service?



 18:36:56  6                     MR. ALVEY:  We're not talking



 18:36:58  7      about --



 18:36:58  8                     MS. COLOMBEL:  We're just on No.



 18:37:00  9      3.



 18:37:00 10                     MR. EIDSON:  I understand that.



 18:37:00 11                     MR. ALVEY:  It's the electric



 18:37:02 12      base rate.



 18:37:02 13                     MS. COLOMBEL:  Right.  So that my



 18:37:04 14      motion was that it would be the 7 percent in



 18:37:07 15      January 1, 2011, 7 percent January 1, 2012, and



 18:37:11 16      7 percent as of January 1, 2013, and that would



 18:37:15 17      be the electric only.



 18:37:18 18                     MR. ALVEY:  Base rate, not



 18:37:19 19      according to class.



 18:37:20 20                     MS. COLOMBEL:  Yes.  And that is



 18:37:24 21      in the form of a motion, please.



 18:37:25 22                     MR. MILAN:  Second the motion.



 18:37:29 23                     MR. PETTEY:  Any other



 18:37:30 24      discussion?  Roll call, please.



 18:37:33 25                     MS. BOEDING:  Roll call.
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 18:37:34  1      Columbel.



 18:37:36  2                     MS. COLOMBEL:  Aye.



 18:37:37  3                     MS. BOEDING:  Gonzales.



 18:37:37  4                     MS. GONZALES:  Aye.



           5                     MS. BOEDING:  Eidson.



 18:37:38  6                     MR. EIDSON:  Aye.



 18:37:39  7                     MS. BOEDING:  Alvey.



 18:37:40  8                     MR. ALVEY:  Aye.



 18:37:41  9                     MS. BOEDING:  Milan.



 18:37:42 10                     MR. MILAN:  Aye.



 18:37:42 11                     MS. BOEDING:  Pettey.



 18:37:43 12                     MR. PETTEY:  Aye.



 18:37:44 13                     MS. BOEDING:  Motion carries.



 18:37:50 14                     MR. ALVEY:  I think on No. 4 --



 18:37:52 15                     MS. PETERS:  No. 4, we have --



 18:37:54 16                     MR. ALVEY:  An adjustment to the



 18:37:55 17      original.



 18:37:56 18                     MS. PETERS:  As I indicated, we



 18:37:57 19      had handouts based on what option you chose or



 18:38:01 20      if you chose some other one.  And Lori has the



 18:38:05 21      Black & Veatch recommendations for the rate



 18:38:08 22      increases for the customer classes based on the



 18:38:12 23      7 percent overall base rate increase.



 18:38:40 24                     MR. ALVEY:  This is -- and so,



 18:38:48 25      Kathy, if I may ask, to be clear, this is with
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 18:38:56  1      there not being an adjustment greater than



 18:38:58  2      120 percent of the average system?



 18:39:01  3                     MS. PETERS:  I would ask Craig to



 18:39:03  4      answer that question.  Craig Brown.



 18:39:15  5                     MR. BROWN:  That is correct.  I



 18:39:17  6      believe it's actually -- I think it was



 18:39:22  7      8.5 percent actually in 2011, but it's like



 18:39:26  8      121 percent, approximately 120 percent of the



 18:39:29  9      system average.



 18:39:33 10                     MR. EIDSON:  Craig, I have a



          11      question.



 18:39:36 12                     MR. BROWN:  Sure.



 18:39:36 13                     MR. EIDSON:  Why would we not



 18:39:38 14      have a rate increase for USD 500 schools?  We're



 18:39:41 15      at 0 percent in '11, 0 percent in '12.  I



 18:39:46 16      mean --



 18:39:46 17                     MR. BROWN:  The initial reasoning



 18:39:48 18      was for -- in our original recommendations, it



 18:39:51 19      was recommended they should have 0 percent in



 18:39:53 20      the first year and I believe the second year and



 18:39:57 21      then increase to 3 percent in '12 and 5 percent



 18:40:01 22      I believe in '13, approximately.  When they got



 18:40:05 23      a 7 percent across the board in July 2010, it



 18:40:10 24      was determined, in collaboration with the staff



 18:40:12 25      as well, that they should have 0 percent because
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 18:40:14  1      they weren't going to get up to 7 percent until



 18:40:17  2      about the third year.



 18:40:20  3                     MS. COLOMBEL:  Yes.  I remember



 18:40:22  4      that discussion.



 18:40:25  5                     MR. EIDSON:  I'm not so sure I'm



 18:40:27  6      in agreement with that, but at this point, I



 18:40:40  7      don't know what we would do about it.



 18:40:42  8                     MS. COLOMBEL:  I think --



 18:40:43  9                     MR. PETTEY:  Well, they had a 7,



 18:40:45 10      but it was going to be 0.



 18:40:47 11                     MS. COLOMBEL:  It was going to be



 18:40:48 12      a 5 and 3.



 18:40:50 13                     MR. EIDSON:  Everybody got a 7.



 18:40:51 14                     MR. PETTEY:  Yeah, but I mean,



 18:40:52 15      they were really going to --



 18:40:53 16                     MR. BROWN:  I can clarify that.



 18:40:56 17      They were 0, 3 in 2011 and 5 in 2012 and 7 in



 18:41:00 18      2013 was the original plan.



 18:41:01 19                     MR. PETTEY:  Yeah.



 18:41:02 20                     MR. EIDSON:  That's what I'm



 18:41:03 21      looking at.



 18:41:04 22                     MR. BROWN:  And approximately 7



 18:41:05 23      in 2010 by the time you get a 0 and 3 and a 5,



 18:41:09 24      be about the same spot by the end.



 18:41:17 25                     MR. PETTEY:  Okay.
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 18:41:18  1                     MR. ALVEY:  I make a motion to



 18:41:20  2      approve the electric base rate increases for the



 18:41:22  3      customer classes based on the table presented by



 18:41:28  4      staff.



 18:41:30  5                     MS. COLOMBEL:  I'll second the



 18:41:31  6      motion.



 18:41:34  7                     MR. PETTEY:  Roll call pending



 18:41:37  8      any other discussion.  Roll call, please.



 18:41:40  9                     MS. BOEDING:  Roll call.



 18:41:42 10      Columbel.



 18:41:43 11                     MS. COLOMBEL:  Aye.



 18:41:45 12                     MS. BOEDING:  Gonzales.



          13                     MS. GONZALES:  Aye.



 18:41:45 14                     MS. BOEDING:  Eidson.



 18:41:46 15                     MR. EIDSON:  Aye.



 18:41:47 16                     MS. BOEDING:  Alvey.



 18:41:47 17                     MR. ALVEY:  Aye.



 18:41:49 18                     MS. BOEDING:  Milan.



 18:41:50 19                     MR. MILAN:  Aye.



 18:41:50 20                     MS. BOEDING:  Pettey.



 18:41:51 21                     MR. PETTEY:  Aye.



 18:41:52 22                     MS. BOEDING:  Motion carries.



 18:41:55 23                     MR. PETTEY:  Okay.  No. 5.



 18:42:00 24                     MS. COLOMBEL:  Do we have a



 18:42:01 25      determination for the water percentage?  Just
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 18:42:04  1      another clarification.



 18:42:05  2                     MS. PETERS:  The cost of service



 18:42:06  3      study indicated that water would be 8 percent in



 18:42:10  4      2011, 7 1/2 percent in 2012 and 7 1/2 percent in



 18:42:14  5      2013.



 18:42:19  6                     MR. EIDSON:  Say that one more



 18:42:20  7      time, Kathy, I'm sorry.



 18:42:21  8                     MS. PETERS:  The cost of service



 18:42:22  9      study indicated for water an 8 percent increase



 18:42:25 10      in 2011, 7 1/2 percent in 2012, and 7 1/2



 18:42:29 11      percent in 2013.



 18:42:34 12                     MR. EIDSON:  Thank you.



 18:42:37 13                     MR. MILAN:  Those percentages



 18:42:40 14      were included in the item No. 2.  She's just



 18:42:43 15      verifying what those are.



 18:42:44 16                     MS. PETERS:  No.  We want a



 18:42:46 17      separate motion on those.



 18:42:47 18                     MS. COLOMBEL:  But we do need a



 18:42:49 19      separate motion.  Are you making a motion?



 18:42:51 20                     MR. MILAN:  Yes.  I make a motion



 18:42:53 21      to accept item 4 --



 18:42:56 22                     MR. EIDSON:  5.



 18:42:56 23                     MR. MILAN:  Item 5 as presented.



 18:42:58 24                     MR. EIDSON:  Second.



 18:43:00 25                     MR. PETTEY:  Any other
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 18:43:00  1      discussion?



 18:43:01  2                     MS. PETERS:  Again, I would like



 18:43:02  3      to clarify that motion.  You are moving that the



 18:43:05  4      water increase be 8 1/2 percent in 2011 --



 18:43:08  5                     MS. GONZALEZ:  8.



 18:43:09  6                     MR. EIDSON:  8.



 18:43:10  7                     MS. COLOMBEL:  8 percent 2011.



 18:43:12  8                     MS. PETERS:  Sorry.  Good thing I



 18:43:13  9      clarified that.  8 percent in 2011, 7 1/2



 18:43:17 10      percent in 2012 and 7 1/2 percent in 2013.



 18:43:21 11                     MR. MILAN:  That's correct.



 18:43:23 12                     MR. PETTEY:  Okay.  Roll call,



 18:43:30 13      please.



 18:43:30 14                     MS. BOEDING:  Roll call.



          15      Colombel.



 18:43:33 16                     MS. COLOMBEL:  Aye.



 18:43:34 17                     MS. BOEDING:  Gonzales.



 18:43:36 18                     MS. GONZALES:  Aye.



          19                     MS. BOEDING:  Eidson.



 18:43:37 20                     MR. EIDSON:  Aye.



          21                     MS. BOEDING:  Alvey.



          22                     MR. ALVEY:  Aye.



 18:43:38 23                     MS. BOEDING:  Milan.



 18:43:39 24                     MR. MILAN:  Aye.



 18:43:40 25                     MS. BOEDING:  Pettey.
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 18:43:41  1                     MR. PETTEY:  Aye.



 18:43:41  2                     MS. BOEDING:  Motion carries.



 18:43:42  3                     MS. PETERS:  And we have asked



 18:43:45  4      Loretta to hand out a schedule of the water



 18:43:48  5      rates for the customer classes based on that



 18:43:50  6      overall increase.  Again, we had the different



 18:43:52  7      options that have been presented to the Board.



 18:43:55  8      This is the one contained in the original cost



 18:43:57  9      of service report.



 18:44:40 10                     MS. COLOMBEL:  I'll make a motion



 18:44:41 11      to approve the water rates for customer classes



 18:44:45 12      based on the average increase percentage that



 18:44:54 13      has been presented.



 18:44:57 14                     MS. GONZALEZ:  I second.



 18:45:00 15                     MR. PETTEY:  Okay.  Any



 18:45:02 16      discussion on that?  Motion by Ms. Columbel,



 18:45:17 17      second by Ms. Gonzales to approve as presented



 18:45:19 18      to us.  Roll call, please.



 18:45:23 19                     MS. BOEDING:  Roll call.



 18:45:24 20      Colombel.



 18:43:33 21                     MS. COLOMBEL:  Aye.



 18:43:34 22                     MS. BOEDING:  Gonzales.



 18:43:36 23                     MS. GONZALES:  Aye.



          24                     MS. BOEDING:  Eidson.



 18:43:37 25                     MR. EIDSON:  Aye.
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           1                     MS. BOEDING:  Alvey.



           2                     MR. ALVEY:  Aye.



 18:43:38  3                     MS. BOEDING:  Milan.



 18:43:39  4                     MR. MILAN:  Aye.



 18:43:40  5                     MS. BOEDING:  Pettey.



 18:43:41  6                     MR. PETTEY:  Aye.



 18:43:41  7                     MS. BOEDING:  Motion carries.



 18:45:40  8                     MR. ALVEY:  I'd like to make a



 18:45:41  9      motion for approval of the energy rate component



 18:45:43 10      rider as recommended by BPU staff.



 18:45:47 11                     MS. GONZALEZ:  Second.



 18:45:51 12                     MR. PETTEY:  Got a motion by



 18:45:52 13      Mr. Alvey and second by Ms. Gonzales to approve



 18:45:56 14      the rate.  Any discussion on that?  Let's roll



 18:46:09 15      call, please.



 18:46:09 16                     MS. BOEDING:  Roll call.



 18:46:10 17      Colombel.



 18:43:33 18                     MS. COLOMBEL:  Aye.



 18:43:34 19                     MS. BOEDING:  Gonzales.



 18:43:36 20                     MS. GONZALES:  Aye.



          21                     MS. BOEDING:  Eidson.



 18:43:37 22                     MR. EIDSON:  Aye.



          23                     MS. BOEDING:  Alvey.



          24                     MR. ALVEY:  Aye.



 18:43:38 25                     MS. BOEDING:  Milan.
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 18:43:39  1                     MR. MILAN:  Aye.



 18:43:40  2                     MS. BOEDING:  Pettey.



 18:43:41  3                     MR. PETTEY:  Aye.



 18:43:41  4                     MS. BOEDING:  Motion carries.



 18:46:23  5                     MR. PETTEY:  Next is the ERC --



 18:46:26  6                     MS. PETERS:  ESC.



 18:46:28  7                     MS. COLOMBEL:  Environmental



 18:46:29  8      surcharge rider.



 18:46:31  9                     MR. PETTEY:  Yeah, I'm sorry.



 18:46:34 10                     MS. COLOMBEL:  Motion to approve



 18:46:35 11      the environmental surcharge rider recommended by



 18:46:40 12      staff.



 18:46:43 13                     MS. GONZALEZ:  Second.



 18:46:45 14                     MR. PETTEY:  Motion by



 18:46:46 15      Ms. Columbel, second by Ms. Gonzales to approve



 18:46:50 16      the environmental surcharge rider.  Any



 18:46:53 17      discussion?  Roll call, please.



 18:46:59 18                     MS. BOEDING:  Roll call.



 18:47:00 19      Colombel.



 18:43:33 20                     MS. COLOMBEL:  Aye.



 18:43:34 21                     MS. BOEDING:  Gonzales.



 18:43:36 22                     MS. GONZALES:  Aye.



          23                     MS. BOEDING:  Eidson.



 18:43:37 24                     MR. EIDSON:  Aye.



          25                     MS. BOEDING:  Alvey.
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           1                     MR. ALVEY:  Aye.



 18:43:38  2                     MS. BOEDING:  Milan.



 18:43:39  3                     MR. MILAN:  Aye.



 18:43:40  4                     MS. BOEDING:  Pettey.



 18:43:41  5                     MR. PETTEY:  Aye.



 18:43:41  6                     MS. BOEDING:  Motion carries.



 18:47:13  7                     MS. COLOMBEL:  I guess I have a



 18:47:14  8      question on No. 9.  Is the recommended --



 18:47:22  9      recommendation by staff and intervenors, is this



 18:47:26 10      the one that Lori presented to us last week that



 18:47:28 11      we would hold where we are; is that correct?



 18:47:30 12                     MS. PETERS:  Yes, ma'am.



 18:47:33 13                     MS. COLOMBEL:  Okay.  Motion to



 18:47:34 14      approve.



 18:47:36 15                     MR. EIDSON:  Second.



 18:47:37 16                     MR. PETTEY:  Motion by



 18:47:41 17      Ms. Gonzales, second by Mr. Eidson to approve



 18:47:45 18      staff recommendations on the on-peak period.



 18:47:50 19      Roll call, please.



 18:47:51 20                     MS. BOEDING:  Roll call.



          21      Colombel.



 18:43:33 22                     MS. COLOMBEL:  Aye.



 18:43:34 23                     MS. BOEDING:  Gonzales.



 18:43:36 24                     MS. GONZALES:  Aye.



          25                     MS. BOEDING:  Eidson.
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 18:43:37  1                     MR. EIDSON:  Aye.



           2                     MS. BOEDING:  Alvey.



           3                     MR. ALVEY:  Aye.



 18:43:38  4                     MS. BOEDING:  Milan.



 18:43:39  5                     MR. MILAN:  Aye.



 18:43:40  6                     MS. BOEDING:  Pettey.



 18:43:41  7                     MR. PETTEY:  Aye.



 18:43:41  8                     MS. BOEDING:  Motion carries.



 18:48:06  9                     MR. PETTEY:  No. 10 is the BPU



 18:48:08 10      staff recommendation that a 7 percent ratchet



 18:48:11 11      continue to be used for winter demand billing.



 18:48:17 12                     MS. GONZALEZ:  I move to approve



 18:48:19 13      that we use the 7 percent rachet continuing for



 18:48:22 14      winter demand.



 18:48:23 15                     MS. COLOMBEL:  Second.



 18:48:24 16                     MR. PETTEY:  Motion by



 18:48:26 17      Ms. Gonzales, second by Ms. Colombel to approve



 18:48:28 18      the 7 percent rachet for winter demand billing.



 18:48:32 19      Any other discussion?  Roll call, please.



 18:48:36 20                     MS. BOEDING:  Roll call.



 18:48:37 21      Colombel.



 18:43:33 22                     MS. COLOMBEL:  Aye.



 18:43:34 23                     MS. BOEDING:  Gonzales.



 18:43:36 24                     MS. GONZALES:  Aye.



          25                     MS. BOEDING:  Eidson.
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 18:43:37  1                     MR. EIDSON:  Aye.



           2                     MS. BOEDING:  Alvey.



           3                     MR. ALVEY:  Aye.



 18:43:38  4                     MS. BOEDING:  Milan.



 18:43:39  5                     MR. MILAN:  Aye.



 18:43:40  6                     MS. BOEDING:  Pettey.



 18:43:41  7                     MR. PETTEY:  Aye.



 18:43:41  8                     MS. BOEDING:  Motion carries.



 18:48:49  9                     MR. PETTEY:  No. 11 is a



 18:48:52 10      discussion of further review of the financial



 18:48:55 11      performance and progress of the BPU toward



 18:48:58 12      meeting our financial goals.



 18:49:00 13                     MS. COLOMBEL:  And I think this



 18:49:01 14      is very key, Mr. Pettey.



 18:49:04 15                     MR. MILAN:  This is very



 18:49:05 16      important.  This should be explained really



          17      clearly.



 18:49:06 18                     MS. COLOMBEL:  And I think



 18:49:07 19      Ms. Gonzales has stated this all along that as



 18:49:09 20      we go through this process and we do have these



 18:49:12 21      increases that we are watched very closely what



 18:49:16 22      we're doing with our expenditures and with



 18:49:19 23      capital improvements.



 18:49:21 24                     MR. MILAN:  Absolutely.



 18:49:21 25                     MS. COLOMBEL:  So do we need this
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 18:49:23  1      in a form of a motion as to an exact time frame



 18:49:27  2      we want?



 18:49:28  3                     MR. MILAN:  I'll request the



 18:49:30  4      whole paragraph be read clearly to make sure



 18:49:33  5      it's understood between us and the public so we



 18:49:37  6      understand what we really mean.



 18:49:38  7                     MS. PETERS:  We would suggest



 18:49:40  8      that you consider this at a minimum at the time



 18:49:42  9      that you're putting your budget together for the



 18:49:45 10      following fiscal year that you get an analysis



 18:49:48 11      of where you are for meeting your financial



 18:49:51 12      metrics to date.



 18:49:52 13                     MS. COLOMBEL:  I think I would



 18:49:53 14      like more than one a year.  I think I'd at least



 18:49:55 15      like a six month interval.



 18:49:58 16                     MR. ALVEY:  My only -- I think



 18:50:01 17      that this is something that we do, you know, the



 18:50:04 18      monthly financial reports, the quarterly



 18:50:07 19      reports.  I believe this is a function that



 18:50:09 20      we're already accomplishing.  I'm really not --



 18:50:14 21      I can see why we would vote for this, but we do



 18:50:17 22      it as a rule anyway.  So I wouldn't want -- if



 18:50:24 23      we pass it, I don't want to give people the idea



 18:50:26 24      that we don't do this on a regular basis.



 18:50:28 25                     MS. COLOMBEL:  I agree, David.  I
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 18:50:30  1      just -- I think in the interest of public



 18:50:35  2      discussion and -- that it is a separate item



 18:50:39  3      that -- I would say twice a year, you know,



 18:50:45  4      during budget time and then late -- maybe again



 18:50:47  5      in July that it is a single discussion on the



 18:50:51  6      outcomes and what we have been able to -- to



 18:50:59  7      meet in our financial goals the best



 18:51:01  8      determination.  I know we have a monthly, but I



 18:51:04  9      would still like to see what this process has



 18:51:06 10      brought us to.



 18:51:07 11                     MR. MILAN:  Well, I take a



 18:51:09 12      different approach.



 18:51:09 13                     MS. COLOMBEL:  Okay.



 18:51:10 14                     MR. MILAN:  What I'm trying to



 18:51:13 15      say -- unless you want to read it --



          16                     MR. PETTEY:  Go ahead.



 18:51:18 17                     MR. MILAN:  Item 11, Discussion



 18:51:18 18      of further review of financial performance and



 18:51:23 19      progress of the Board towards meeting the



 18:51:23 20      financial goal and determination of whether to



 18:51:26 21      give a direction to staff, as a part of the



 18:51:30 22      ongoing review and evaluation of collection of



 18:51:32 23      revenues under the approved rates and operation



 18:51:36 24      and capital expenditures, to provide an analysis



 18:51:39 25      of whether the financial metrics in the rate
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 18:51:42  1      plan have been met or exceeded to provide a



 18:51:45  2      basis for the Board to consider whether a



 18:51:50  3      downward adjustment to rates may be made in the



 18:51:54  4      future.



 18:51:55  5               We're saying that if it looks better in



 18:51:58  6      '11 and '12, then the staff should take and



 18:52:01  7      adjust -- I want to make it clear that although



 18:52:04  8      we agree to these figures tonight, these



 18:52:06  9      percentages, we have the option, the staff has



 18:52:10 10      the option to look at the analysis and review as



 18:52:12 11      we promised the intervenors and the public, we



 18:52:15 12      will look at these rates.  We may go down to 6



 18:52:18 13      next year, okay.  5.  Hope we go down to 0.  But



 18:52:22 14      anyway, that's hypothetical, but my point is,



 18:52:24 15      that's the purpose of 11.



 18:52:26 16                     MS. COLOMBEL:  I agree.



 18:52:27 17                     MR. MILAN:  It should be clear.



 18:52:29 18      Do you understand that?



 18:52:29 19                     MS. COLOMBEL:  I totally agree.



 18:52:30 20                     MR. MILAN:  Okay.  Thank you.



 18:52:32 21                     MR. PETTEY:  Well, the pilot



 18:52:33 22      should go down.  We know it's going to go down.



 18:52:36 23                     MR. EIDSON:  I agree with this.



 18:52:37 24      We do look at that monthly, the finance



 18:52:40 25      committee does look at the -- where the Board or
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 18:52:43  1      where the utility is on a monthly basis.  And I



 18:52:47  2      don't think there's anybody up here at this



 18:52:49  3      table that had the opportunity to lower the



 18:52:51  4      rates would not hesitate to do that if



 18:52:54  5      everything was sound and stable here at the BPU.



 18:52:58  6                     MR. MILAN:  Well, based on what



 18:52:59  7      we approved in the rate increase, this reflects



 18:53:02  8      this particular set of circumstances, okay.



 18:53:08  9                     MS. COLOMBEL:  So would the



 18:53:09 10      discussion be that this is handled yearly in the



 18:53:13 11      budget review for the following year so we would



 18:53:15 12      know if there was a possibility of a reduction



 18:53:19 13      in the rates?



 18:53:22 14                     MR. PETTEY:  Well, ask for a



 18:53:24 15      timely report so we can decide in advance what



 18:53:27 16      we can do, if we can or cannot with --



 18:53:32 17                     MR. MILAN:  It gives direction to



 18:53:33 18      the staff saying, tell the Board where we are,



 18:53:38 19      do we stay status quo, do we have an opportunity



 18:53:40 20      based on analysis to reduce or stay where we



 18:53:44 21      are.  It's telling the staff what to do here.



 18:53:47 22                     MR. ALVEY:  If the direction to



 18:53:48 23      the staff is that they have to present proposal



 18:53:51 24      to us specifically addressing that rates ought



 18:53:55 25      to remain at the level, which has been
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 18:53:58  1      established by the decision tonight, or whether



 18:54:03  2      an adjustment downward, if they are directed



 18:54:06  3      specifically to offer a recommendation, that's



 18:54:09  4      different than just -- I think this doesn't



 18:54:12  5      quite say what we're trying to say.  I think



 18:54:14  6      what it needs to say is staff should be directed



 18:54:17  7      to recommend any rate increase or decrease --



 18:54:26  8                     MR. PETTEY:  Can't increase.



 18:54:26  9                     MR. ALVEY:  I'm sorry.  Any rate



 18:54:29 10      decrease from what was established by decisions



 18:54:33 11      tonight.  If that's what we're trying to do,



 18:54:34 12      then I'm fine with that.



 18:54:35 13                     MS. COLOMBEL:  Yes.  That's the



 18:54:36 14      whole basis.



 18:54:37 15                     MR. MILAN:  That's what it's



 18:54:39 16      trying to say.



 18:54:40 17                     MR. ALVEY:  Yeah.  I don't think



 18:54:41 18      it says that in the language.



 18:54:43 19                     MR. EIDSON:  It could be done



 18:54:44 20      when we're working on the budget, yearly budget.



 18:54:47 21                     MS. COLOMBEL:  Mary.



 18:54:48 22                     MR. MILAN:  We have time to agree



 18:54:51 23      upon the staff later on.  Move on from that.



 18:54:54 24                     MS. COLOMBEL:  Would you like to



 18:54:55 25      make that in the form of a motion, David?
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 18:54:57  1                     MR. ALVEY:  Sure.  I'll just



 18:54:58  2      change -- the only language I would change there



 18:54:59  3      is to direct the staff to provide an analysis



 18:55:02  4      and a recommend- -- an analysis of whether the



 18:55:06  5      financial metrics in the rate plan have been met



 18:55:08  6      or exceeded and to recommend or not recommend a



 18:55:12  7      downward adjustment to rates to be made in the



 18:55:15  8      future year.



 18:55:18  9                     MR. EIDSON:  Do you want to tie



 18:55:20 10      that to the Board?



 18:55:22 11                     MR. ALVEY:  Actually, a



 18:55:23 12      recommendation.



 18:55:26 13                     MR. MILAN:  It means the same.



 18:55:27 14      Fine with me.



 18:55:28 15                     MR. EIDSON:  Tied to a budget



 18:55:30 16      proceeding.



 18:55:30 17                     MS. COLOMBEL:  Second.



 18:55:33 18                     MR. PETTEY:  Any other



 18:55:36 19      discussion?  Roll call.



 18:55:37 20                     MS. BOEDING:  Roll call.



          21      Colombel.



 18:43:33 22                     MS. COLOMBEL:  Aye.



 18:43:34 23                     MS. BOEDING:  Gonzales.



 18:43:36 24                     MS. GONZALES:  Aye.



          25                     MS. BOEDING:  Eidson.
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 18:43:37  1                     MR. EIDSON:  Aye.



           2                     MS. BOEDING:  Alvey.



           3                     MR. ALVEY:  Aye.



 18:43:38  4                     MS. BOEDING:  Milan.



 18:43:39  5                     MR. MILAN:  Aye.



 18:43:40  6                     MS. BOEDING:  Pettey.



 18:43:41  7                     MR. PETTEY:  Aye.



 18:43:41  8                     MS. BOEDING:  Motion carries.



 18:55:51  9                     MR. PETTEY:  No. 12, we're



 18:55:52 10      asking -- we're directing Black & Veatch to



 18:55:54 11      prepare a final manual based on the rate



 18:55:57 12      increases decisions we've just made on the



 18:56:01 13      proposed rate.



 18:56:04 14                     MR. ALVEY:  So moved.



 18:56:06 15                     MR. MILAN:  Second.



 18:56:08 16                     MR. PETTEY:  Any discussion?



 18:56:12 17      Roll call, please.



 18:56:13 18                     MS. BOEDING:  Roll call.



          19      Colombel.



 18:43:33 20                     MS. COLOMBEL:  Aye.



 18:43:34 21                     MS. BOEDING:  Gonzales.



 18:43:36 22                     MS. GONZALES:  Aye.



          23                     MS. BOEDING:  Eidson.



 18:43:37 24                     MR. EIDSON:  Aye.



          25                     MS. BOEDING:  Alvey.
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           1                     MR. ALVEY:  Aye.



 18:43:38  2                     MS. BOEDING:  Milan.



 18:43:39  3                     MR. MILAN:  Aye.



 18:43:40  4                     MS. BOEDING:  Pettey.



 18:43:41  5                     MR. PETTEY:  Aye.



 18:43:41  6                     MS. BOEDING:  Motion carries.



 18:56:24  7                     MR. PETTEY:  13, give direction



 18:56:24  8      to the rate counsel to prepare a written order



 18:56:28  9      for the Board, setting out the decisions,



 18:56:33 10      evidentiary basis on the decisions and



 18:56:35 11      directions made by the Board.



 18:56:36 12                     MR. EIDSON:  So moved.



 18:56:37 13                     MR. ALVEY:  Second.



 18:56:38 14                     MS. COLOMBEL:  Second.



 18:56:40 15                     MR. PETTEY:  Roll call, please.



 18:56:41 16                     MS. BOEDING:  Who's the second?



 18:56:43 17                     MS. COLOMBEL:  I said it.



 18:56:45 18                     MR. EIDSON:  Loretta Columbel.



 18:56:47 19                     MS. BOEDING:  Roll call.



          20      Colombel.



 18:43:33 21                     MS. COLOMBEL:  Aye.



 18:43:34 22                     MS. BOEDING:  Gonzales.



 18:43:36 23                     MS. GONZALES:  Aye.



          24                     MS. BOEDING:  Eidson.



 18:43:37 25                     MR. EIDSON:  Aye.
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           1                     MS. BOEDING:  Alvey.



           2                     MR. ALVEY:  Aye.



 18:43:38  3                     MS. BOEDING:  Milan.



 18:43:39  4                     MR. MILAN:  Aye.



 18:43:40  5                     MS. BOEDING:  Pettey.



 18:43:41  6                     MR. PETTEY:  Aye.



 18:43:41  7                     MS. BOEDING:  Motion carries.



 18:57:02  8                     MR. PETTEY:  You know, I would



 18:57:02  9      say thank you for everyone for all of the effort



 18:57:07 10      that went into the final decision on this.  It's



 18:57:12 11      been a trying several months trying to decide



 18:57:15 12      what's the best way for the BPU and our



 18:57:17 13      customers big and small, and I feel that we have



 18:57:20 14      done that this evening.



 18:57:22 15               But like we have mentioned earlier, we



 18:57:24 16      want to make it very clear if there's any way



 18:57:27 17      that these rates can come down in the future



 18:57:29 18      years, we definitely want that to happen.



 18:57:32 19      They're not written in stone.  Anyone else?



 18:57:38 20                     MR. MILAN:  Thank you.  That's a



 18:57:40 21      good comment.



 18:57:43 22                     MR. PETTEY:  Any other board



 18:57:44 23      comments on this?



 18:57:46 24                     MS. COLOMBEL:  I also want to



 18:57:47 25      thank staff, the intervenors, the consultants.
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 18:57:51  1      I know that every one of you have worked long



 18:57:53  2      and hard to bring us testimony, statements,



 18:58:02  3      proof, facts, all of the papers that Mr. Milan



 18:58:05  4      spoke of.  It's not an easy decision.  It's



 18:58:08  5      never an easy decision to increase someone's



 18:58:10  6      bill.  But it's the best decision for our



 18:58:14  7      utility.  And I'm proud to be a part of this



 18:58:18  8      board that made a unanimous decision to keep our



 18:58:22  9      community whole and to keep our utility



 18:58:25 10      functioning properly.



 18:58:27 11                     MR. MILAN:  I'd like to use an



 18:58:32 12      Optimist Club kind of theory which says, Forget



 18:58:34 13      the mistakes of the past and press on to greater



 18:58:37 14      achievement in the future.  And that's what the



 18:58:41 15      Board needs to do.  (Inaudible) tomorrow and



 18:58:44 16      move on to serve this community in the best



 18:58:48 17      fashion we can.  Thank you.



 18:58:51 18                     MS. GONZALEZ:  I'd also like to



 18:58:52 19      say thank you to the intervenors for everybody's



 18:58:58 20      time and effort on this project.  The hardest



 18:59:01 21      thing to do for our board members is to strike a



 18:59:03 22      balance to preserve the integrity of our utility



 18:59:06 23      and to keep our community moving forward.  And



 18:59:08 24      it's a difficult decision and one that I know



 18:59:12 25      all of us have deliberated long and hard on.
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 18:59:15  1      And we're trying to do the best for the utility



 18:59:18  2      and for our community.



 18:59:20  3                     MR. ALVEY:  Also, I'd like to say



 18:59:23  4      thanks to everyone who's involved in this,



 18:59:25  5      including our attorneys, our consultants,



 18:59:28  6      Mr. Carson, our consultants from Black & Veatch,



 18:59:32  7      the intervenors, the industrial class customers



 18:59:36  8      and all of the customers of the Board of Public



 18:59:39  9      Utilities.  I would like to remind folks that



 18:59:41 10      when we started this process, we committed



 18:59:43 11      ourselves to conducting a fair and transparent



 18:59:47 12      process.  And I am proud of the way that the



 18:59:49 13      management and staff and members of the Board



 18:59:52 14      have done that.



 18:59:55 15               And, you know, it's -- I believe we're



 18:59:58 16      at a critical juncture at the BPU.  I think the



 19:00:01 17      evidence is clear.  And what we decide to do



 19:00:04 18      from this point on will determine the fate of



 19:00:06 19      the Board of Public Utilities.  We have to



 19:00:08 20      restore our cash reserves.  We have to restore



 19:00:12 21      our debt coverage ratio.  We have to restore our



 19:00:14 22      capital operations.  We have to do the necessary



 19:00:18 23      improvements, our maintenance.  We have to do



 19:00:21 24      these things or there won't be a BPU to talk



 19:00:23 25      about.  I'm convinced of that.
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 19:00:26  1               At the same time, I'm painfully aware



 19:00:28  2      of how this affects the bottom line of all of



 19:00:31  3      our residents and all of our industrial



 19:00:34  4      customers.  You know, there's going to be an



 19:00:38  5      impact.  I understand the total BPU bill with



 19:00:42  6      the pilot included does have an effect on the



 19:00:45  7      competitiveness of every business in this city.



 19:00:48  8      And I'm concerned with the impact that this is



 19:00:51  9      going to have on our -- our residential



 19:00:54 10      customers, especially those on fixed income or



 19:00:57 11      those unemployed.



 19:00:59 12               And I would suggest that this rate



 19:01:01 13      increase cannot function as the only tool that



 19:01:05 14      we use to restore the BPU to its full financial



 19:01:09 15      and operational health.  If there's one message



 19:01:13 16      that came across loud and clear in this rate



 19:01:15 17      hearing process, it's this.  And that's that the



 19:01:18 18      BPU must continue to find ways to provide pure



 19:01:23 19      power and pure water and at the lowest possible



 19:01:26 20      cost.



 19:01:28 21               In other words, I think we have been



 19:01:30 22      challenged to review every line item to



 19:01:33 23      determine what we can do to reduce our costs and



 19:01:36 24      therefore reduce the upper pressure on rates.



 19:01:39 25      We have an obligation so I believe this board is
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 19:01:44  1      willing to take a good look at our budget each



 19:01:46  2      year to see what we can do to limit proposed



 19:01:49  3      rate increases.



 19:01:50  4               In short, I just think that increased



 19:01:52  5      revenues that we will realize from these rate



 19:01:54  6      increases cannot be looked upon as a pot of gold



 19:01:57  7      that we get to spend freely.  On the contrary,



 19:02:01  8      these increased revenues are an opportunity to



 19:02:04  9      sustain the utility while we work to find ways



 19:02:07 10      to reduce costs.  Otherwise, it's been



 19:02:13 11      pointless.  And, again, I thank all of those who



 19:02:16 12      worked so hard on this process.



 19:02:21 13                     MR. PETTEY:  You put it very



 19:02:23 14      well, Mr. Alvey.



 19:02:24 15                     MR. EIDSON:  It is just -- I'm so



 19:02:25 16      proud to be a part of this board and to have sat



 19:02:29 17      here and know that we have done our diligence,



 19:02:33 18      and I -- there's not much else I can say.



 19:02:36 19      Everyone has pretty much summed up all of our



 19:02:39 20      feelings.  And, again, thanks to everybody, to



 19:02:41 21      the staff, to intervenors, to attorneys and



 19:02:44 22      again to you, Your Honor.  That's all I have to



 19:02:49 23      say.



 19:02:50 24                     MR. PETTEY:  Kathy.



 19:02:52 25                     MS. PETERS:  Black & Veatch and I
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 19:02:57  1      will follow your directives.  I recommend to you



 19:03:00  2      that you not close the hearing tonight.  I'd



 19:03:03  3      like to have you have the final approval of the



 19:03:04  4      rate manual and of the order and perhaps take



 19:03:07  5      that up at your next meeting October 20th.



 19:03:10  6                     MR. PETTEY:  Uh-huh.



 19:03:11  7                     MS. PETERS:  And also that will



 19:03:12  8      give Black & Veatch the chance to fill out those



 19:03:15  9      rate schedules based on the decisions that



 19:03:17 10      you've made and share those with Mr. Gorman so



 19:03:22 11      they can make sure that they're in agreement



 19:03:24 12      about all of the numbers based on the approach



 19:03:26 13      that you have directed us to follow.



 19:03:29 14                     MR. MILAN:  Will that be the



 19:03:31 15      final business?



 19:03:31 16                     MS. PETERS:  And that will be the



 19:03:33 17      final business except for holding open the



 19:03:35 18      decision on the on peak demand period, which, as



 19:03:40 19      I said, is subject to study for next year or so.



 19:03:50 20                     MS. COLOMBEL:  So basically,



 19:03:52 21      you're asking us to wait for the written



 19:03:54 22      documentation?



 19:03:55 23                     MS. PETERS:  I am.  I'm



 19:03:56 24      suggesting that given that you are to make a



 19:03:58 25      final decision within five days of completing a
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 19:04:02  1      hearing and given that you're going to approve



 19:04:05  2      the final rate manual in the order, it's my



 19:04:07  3      suggestion to you that you continue this until



 19:04:10  4      your next meeting so that you can approve the



 19:04:12  5      order and approve the rate manual and then



 19:04:14  6      complete the hearing.



 19:04:16  7                     MR. MILAN:  I want to get some



 19:04:17  8      sleep.  I just want to know when I can get it,



 19:04:20  9      okay?



 19:04:21 10                     MS. PETERS:  You can get it



 19:04:23 11      tonight.  You've made your decision.  This is



 19:04:24 12      housekeeping.  Your final decision is



 19:04:26 13      housekeeping, but just so that it's clear that



 19:04:28 14      you will make -- you'll approve the order on the



 19:04:30 15      20th.  That's our suggestion.



 19:04:32 16                     MR. MILAN:  All right.  Thank



 19:04:33 17      you.



 19:04:40 18                     MS. COLOMBEL:  Would you like a



 19:04:42 19      motion, Ms. Peters?



 19:04:43 20                     MS. PETERS:  No.  I think



 19:04:44 21      Mr. Carson can simply --



 19:04:45 22                     HEARING OFFICER:  Yeah.  We'll



 19:04:46 23      just based -- upon the Board's apparent assent,



 19:04:49 24      we will continue this rate hearing to



 19:04:52 25      October 20th at 6:00 p.m.
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 19:04:56  1                     MR. PETTEY:  Very good.



 19:05:00  2                     HEARING OFFICER:  That's the



 19:05:00  3      conclusion of this hearing for today.



           4            (Proceedings concluded at 7:05 p.m.)
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