COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

The Electronic Application of Duke Energy Kentucky,
Inc., for: 1) An Adjustment of the Electric Rates; 2)
Approval of an Environmental Compliance Plan and
Surcharge Mechanism; 3) Approval of New Tariffs; 4)
Approval of Accounting Practices to Establish Regulatory
Assets and Liabilities; and 5) All Other Required
Approvals and Relief.

Case No. 2017-00321

RESPONSES OF THE KROGER CO. TO DUKE ENERGY KENTUCKY, INC.’S
FIRST SET OF INTERROGATORIES AND REQUESTS FOR
PRODUCTION OF DOCUMENTS

1. Other than Mr. Bieber, please identify any persons, including experts whom Kroger has

consulted, retained, or consulted with regard to evaluating the Company’s Application in this
proceeding.

ANSWER: Kevin Higgins, who is director of the regulatory practice area at Energy Strategies,
where Mr. Bieber is employed.

2. For each person identified in (prior) response to Interrogatory No. 1 above, please state
(1) the subject matter of the discussions/consultations/evaluations; (2) the written opinions of such
persons regarding the Company’s Application; (3) the facts to which each person relied upon; and (4) a
summary of the person’s qualifications to render such discussions/consultations/evaluations.

ANSWER: Mr. Bieber and Mr. Higgins discussed Kentucky Power’s Application generally. Mr.
Higgins’ CV as of December 31, 2017 is attached.

3. For each person identified in response to Interrogatory No. 1 above, please identify all
proceedings in all jurisdictions in which the witness/persons has offered evidence, including but not

limited to, pre-filed testimony, sworn statements, and live testimony. For each response, please provide
the following:

(a) the jurisdiction in which the testimony or statement was pre-filed, offered, given,
or admitted into the record;

(b) the administrative agency and/or court in which the testimony or statement was
pre-filed, offered, admitted, or given;

(c) the date(s) the testimony or statement was pre-filed, offered, admitted, or given;

(d) the identifying number for the case or proceeding in which the testimony or
statement was pre-filed, offered, admitted, or given; and

(e) whether the person was cross-examined.

ANSWER: A list of proceedings in which Mr. Higgins’ has submitted testimony is attached.



4. Identify and provide all documents or other evidence that Kroger may seek to introduce
as exhibits or for purposes of witness examination in the above-captioned matter.

ANSWER: Kroger has not yet identified its cross-examination exhibits for this proceeding.

5. Please identify all proceedings in all jurisdictions in the last three years in which Mr.
Bieber has offered evidence, including but not limited to, pre-filed testimony, sworn statements, and live
testimony and analysis. For each response, please provide the following:

(a) the jurisdiction in which the testimony, statement or analysis was pre-filed,
offered, given, or admitted into the record;

(b) the administrative agency and/or court in which the testimony, statement or
analysis was pre-filed, offered, admitted, or given;

© the date(s) the testimony, statement or analysis was pre-filed, offered, admitted, or
given;

(d) the identifying number for the case or proceeding in which the testimony,
statement or analysis was pre-filed, offered, admitted, or given;

(e) whether the witness was cross-examined;

43 the custodian of the transcripts and pre-filed testimony, statements or analysis for
each proceeding; and

(g) copies of all such testimony, statements or analysis.

ANSWER: Mr. Bieber’s CV as of December 31, 2017 is attached. Mr. Bieber has not been cross-
examined on his testimony.

Mr. Bieber does not maintain records concerning the identity of the custodian of transcripts and
pre-filed testimony, statements or analysis for each proceeding. Copies of testimony filed in state
commission proceedings can generally be found on the websites maintained by those commissions.

6. Please provide copies of any and all documents, analysis, summaries, white papers, work
papers, spreadsheets (electronic versions with cells intact), including drafts thereof, as well as any
underlying supporting materials created by Mr. Bieber as part of his evaluation of the Company’s
Application or used in the creation of Mr. Bieber’s testimony.

ANSWER: Mr. Bieber’s workpapers are attached.

e JDB FIT Rev WP - revisions to the Company’s cost of service workpaper to account

for the impacts from the change in the Federal Income Tax (FIT) rate from 35% to
21%.

e JDB Rev Alloc WP - adjustments to the Company’s revenue allocation based on the
reduction in cost of service as a result of the change in the FIT.

7. Please provide copies of any and all documents not created by Mr. Bieber, including but
not limited to, analysis, summaries, cases, reports, evaluations, efc., that Mr. Bieber relied upon, referred
to, or used in the development of his testimony.

ANSWER: Mr. Bieber relied upon the Company’s filing and his own work papers in this case.



8. Please provide any and all studies, analysis, and presentations that Mr. Bieber has created
or publicly made within the last three years that involve utility regulation, rate-making, cost of service,
use of riders, taxes, or the recently passed Jobs and Tax Act that is discussed in Mr. Bieber’s testimony.

ANSWER: See response to 5.

9, Please confirm that Mr. Bieber is not a Certified Public Accountant.

ANSWER: Mr. Bieber is not a Certified Public Accountant.

10. Referring to Mr. Bieber’s testimony on Pages 3 — 9 that the Company’s revenue
requirement should be adjusted due to the “Tax Reform Act,” does Mr. Bieber agree that all provisions
of the Tax Reform Act impacting the company’s test year revenue requirement should be factored into
the Company’s revenue requirement in this case?

(a) To the extent Mr. Bieber does not agree that all impacts of the Tax Reform Act
that impact the Company’s test year revenue requirement should be factored into
the Company’s revenue requirement, please list and explain which provisions of
the Tax Reform should be ignored or disallowed by the Commission?

ANSWER: Yes. Mr. Bieber agrees that all provisions of the Tax Reform Act impacting the

company’s test year revenue requirement should be factored into the Company’s revenue
requirement in this case.

(a) N/A

11.  Please confirm that with respect to his recommendation on Page 3 that the Company
prepare an amortization schedule to address the excessive accumulated deferred income tax (ADIT)
balance, Mr. Bieber is not recommending a particular amortization period in this case.

ANSWER: See response to 12. Mr. Bieber is not recommending a particular amortization
period.

12.  Referring to Mr. Bieber’s testimony on Page 6 recommending that excess ADITs be
returned to customers “as quickly as possible,” does Mr. Bieber agree that under the Tax Reform Act,
any such amortization of the excessive ADIT balance must be done by using the Average Rate
Assumption Method based upon the vintage account data of the utility.

(a) If Mr. Bieber disagrees, what is his understanding of the amortization required under the
Tax Reform Act?

(b) Has Mr. Bieber performed any calculations regarding the amount of the excess ADITs of
Duke Energy Kentucky that must be amortized?

i.  If the answer is in the affirmative, provide all such calculations in electronic format

with cells intact, including supporting work papers and information relied upon to
perform such calculations.

(c) Has Mr. Bieber performed any calculations regarding the amortization period of the
excess ADITs?



i.  If the response is in the affirmative, provide all such calculations in electronic format

with cells intact, including supporting work papers and information relied upon to
perform such calculations.

ANSWER: As stated on page 6 of Mr. Bieber’s Direct Testimony, Mr. Bieber recommends that
the excess ADIT be returned to customers as quickly as possible, consistent with the requirements
of the Tax Reform Act. In other words, the Company should not delay return of the excess ADIT,
nor should it be returned on a schedule that would cause a normalization or other violation.
However, as stated in response to 11, Mr. Bieber is not recommending a particular amortization
period, nor, does he take a position regarding the Average Rate Assumption Method.

(a) See response to 12 above. Mr. Bieber does not take a specific position regarding the
Average Rate Assumption Method

(b) No
) N/A
(©) No
) N/A
13.  Please provide all calculations and analysis performed, including work papers, in

electronic format with formulas intact that support Mr. Bieber’s position that the reduction in the

corporate tax rate under the Tax Reform Act results in $10.6 million reduction in the company’s cost of
service.

ANSWER: See response to 6.

14.  Provide all summaries, analysis, of the Tax Reform Act performed or relied upon by Mr.
Bieber in formulating his opinions and recommendations in this case.

ANSWER: Mr. Bieber’s recommendations in this case are based upon Public Law no. 115-97, an
Act to provide for reconciliation pursuant to titles IT and V of the concurrent resolution on the
budget for fiscal year 2018, commonly known as the Tax Cuts and Jobs Act.

15.  Are there other aspects of the Tax Act that could have an impact on Duke Energy
Kentucky’s rates?

ANSWER: As described in Mr. Bieber’s testimony, in addition to the reduction to the federal
income tax rate, and the excess accumulated deferred income tax, changes to bonus tax
depreciation rules could have an impact on DEK’s rates.

Mr. Bieber acknowledges that there may be other aspects of the Tax Reform Act that could affect
DEK’s rates. Additionally, Mr. Bieber is aware of the provision that repeals the Domestic
Production Activities Deduction which also could have a potential impact to DEK’s rates. As
described in 10, Mr. Bieber agrees that all provisions of the Tax Reform Act impacting the
company’s test year revenue requirement should be factored into the Company’s revenue
requirement in this case. However, Mr. Bieber does not take a position regarding the specific
impacts of those provisions.



16.  What other aspects of the Tax Act did the witness review and take into account in
preparing and submitting his testimony?

ANSWER: See response to 15.

17.  What aspects of the Tax Reform Act did Mr. Bieber reject as inapplicable to formulating
his opinions and preparing and submitting his testimony?

ANSWER: See response to 15.

18.  Regarding Mr. Bieber’s proposal that 50 percent of the corporate tax rate revenue
requirement reduction should be used to offset interclass subsidies, does Mr. Bieber agree that the
Kentucky Public Service Commission has authority to allow the allocations of such impacts to be used
to offset other rate increases to customers and customer classes?

(a) If the answer is in the affirmative, please provide any and all cases, opinions, or
commission orders that Mr. Bieber relies upon in reaching such conclusion.

ANSWER: The proper recognition of the reduction in the corporate income tax rate will impact
the revenue requirement in this proceeding. Implementing this reduction will require that it be
allocated among the customer classes. Mr. Bieber agrees that the Commission has authority to
address revenue requirement, revenue allocation and rate design when setting new rates in a rate
case, including whether to allocate any revenue requirement reduction associated with the
reduction in corporate tax rate revenue in a manner that reduces interclass subsidies.

(a) It is Mr. Bieber’s understanding that that the Commission always has authority to address
revenue requirement, rate allocation and rate design when setting new rates in a rate case.

19. Refer to Mr. Bieber’s statement on Page 12, regarding single issue rate making, is it Mr.

Bieber’s position that the Commission does not have regulatory authority to consider single issue
ratemaking?

(a) If the answer is in the affirmative, please provide any and all statutes, case law,
Kentucky Public Service Commission decisions, or staff opinions, relied upon by
Mr. Bieber to support such a conclusion.
N/A.

(b If the answer is in the negative, does Mr. Bieber believe that the Commission
should not engage in single issue rate making as a general policy?

ANSWER: Mr. Bieber does not take the position that the Commission does not have regulatory
authority to consider single issue ratemaking. As stated in Mr. Bieber’s testimony on page 13,

single issue ratemaking, absent a compelling public interest, is generally not sound regulatory
policy.

(@) NA

(b) See response to 19 above.



20. Referring to Mr. Bieber’s testimony on Page 13 where he provides “generally accepted
criteria that can be used to determine the appropriateness of cost and rider mechanisms”, provide any
and all case law, orders, or commission opinions that support Mr. Bieber’s position.

ANSWER: Mr. Bieber offers the following to support his position.
Indiana Utility Regulatory Commission 2014 Annual Report, pp. 39:

https://www.in.gov/iurc/files/Indiana_Utility Regulatory Commission_2014 Annual Report_FIN
AL(3).pdf

“An expense tracker allows retail rates to be adjusted outside the context of a base rate
case to reflect changes in operating expenses. These adjustments do not include the recovery of
any financing cost, but merely allow the utility to recover what it has spent on a dollar-for-dollar
basis. The pass-through of unpredictable revenues and expenses to ratepayers reduces volatility in
the utility’s earnings which serves to strengthen the utility’s credit rating. Recovery of expenses
that are characterized as largely outside the utility’s control, volatile in nature, and materially
significant is the intended goal of such trackers.”” (emphasis added).

MOPSC Report and Order, Case No. ER-2007-0002, May 22, 2007

https://www.efis.psc.mo.gov/mpsc/commoncomponents/view itemno details.asp?caseno=ER-
2007-0002&attach id=2007027214

In the Commission’s findings of fact, it describes the following criteria put forth by State Witness
Michael L. Brosch to consider in the evaluation of the need for AmerenUE’s request for a fuel
adjustment clause tracker (pages 20-21).

e Substantial enough to have a material impact upon revenue requirements and the financial
performance of the business between rate cases;

e beyond the control of management, where utility management has little influence over
experienced revenue or cost levels; and

¢ volatile in amount, causing significant swings in income and cash flows if not tracked.

According to the Commission, ““(t)he criteria proposed by Brosch appear to be well accepted in the
regulatory community,” and ‘“(t)he Commission will apply those criteria in its evaluation of
AmerenUE’s request for a fuel adjustment clause.” (page 21).

Public Service Commission of Utah (PSCU) Corrected Report and Order in PSCU Docket No. 09-
035-15, March 3, 2011.

https://pscdocs.utah.gov/electric/09docs/0903515/71339 %200903515¢RO.pdf

PacifiCorp (d/b/a/ Rocky Mountain Power) justified the need for its proposed Energy Cost
Adjustment Mechanism (ECAM) based on its assertion that “its net power costs are large, volatile
and largely outside the Company’s control and therefore meet the necessary criteria for an
ECAM.” (page 15). The PSCU recognized that ‘“the increasing magnitude of the difference
between system forecast and actual net power cost and the underlying variability of these costs
raise a concern regarding the Company’s financial health and fair rates to customers going
forward which we now have an opportunity to address.” (page 66). This PSCU order approved an
ECAM pilot program for four years that included a 70/30 sharing of the costs of the program
between ratepayers and shareholders respectively. PacifiCorp’s sharing mechanism in Utah was
later changed to assign 100% of the ECAM costs to customers.

6



21. Is Mr. Bieber aware of any other situations where the Kentucky Public Service
Commission has approved rider mechanisms that do not meet those three conditions?

(a) If the response is in the affirmative, please provide such case citations or
Commission orders.

ANSWER: No.
(a) N/A

22.  Referring to Page 14 of his testimony, is Mr. Bieber opposed to the Company
implementing the targeted underground program itself?

ANSWER: Mr. Bieber does not take a position on whether the targeted underground program is

reasonable. His testimony only addresses the appropriateness of recovering its costs through a
rider mechanism.

23. Assuming Mr. Bieber is not testifying against the targeted underground program itself, is
it Mr. Bieber’s position that because Duke Energy Kentucky did not include its targeted underground
program in its base rate case test year, that it should not implement the program?

ANSWER: Mr. Bieber does not take a position on whether the targeted underground program
should be implemented.

24, If the Company adjusted its test year revenue requirement to include the estimated costs
of the targeted underground program, would this alleviate Mr. Bieber’s concern?

ANSWER: If the Company adjusted its test year revenue requirement to include the estimated
costs of the targeted underground program and withdrew its DCI rider proposal it would alleviate

Mr. Bieber’s concerns regarding a DCI rider. The costs themselves would still have to be found to
be prudent.

Respectfully submitted,

(Bul-

Kurt J. Boehm, Esq.

BOEHM, KURTZ & LOWRY

36 E. Seventh Street, Suite 1510
Cincinnati, Ohio 45202

Ph: (513) 421-2255, Fax: (513) 421-2765
E-Mail: kboehm@BKLIawfirm.com

COUNSEL FOR THE KROGER CO.

Dated: January 31, 2018
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KEVIN C. HIGGINS

Principal, Energy Strategies, L.L.C.
215 South State St., Suite 200, Salt Lake City, UT 84111

Vitae

PROFESSIONAL EXPERIENCE

Principal, Energy Strategies, L.L.C., Salt Lake City, Utah, January 2000 to present. Responsible
for energy-related economic and policy analysis, regulatory intervention, and strategic
negotiation on behalf of industrial, commercial, and public sector interests. Previously Senior
Associate, February 1995 to December 1999.

Adjunct Instructor in Economics, Westminster College, Salt Lake City, Utah, September 1981 to
May 1982; September 1987 to May 1995. Taught in the economics and M.B.A. programs.
Awarded Adjunct Professor of the Year, Gore School of Business, 1990-91.

Chief of Staff to the Chairman, Salt Lake County Board of Commissioners, Salt Lake City, Utah,
January 1991 to January 1995. Senior executive responsibility for all matters of county
government, including formulation and execution of public policy, delivery of approximately 140
government services, budget adoption and fiscal management (over $300 million), strategic
planning, coordination with elected officials, and communication with consulitants and media.

Assistant Director, Utah Energy Office, Utah Department of Natural Resources, Salt Lake City,
Utah, August 1985 to January 1991. Directed the agency’s resource development section, which
provided energy policy analysis to the Governor, implemented state energy development policy,
coordinated state energy data collection and dissemination, and managed energy technology
demonstration programs. Position responsibilities included policy formulation and
implementation, design and administration of energy technology demonstration programs,
strategic management of the agency’s interventions before the Utah Public Service Commission,
budget preparation, and staff development. Supervised a staff of economists, engineers, and
policy analysts, and served as lead economist on selected projects.

Utility Economist, Utah Energy Office, January 1985 to August 1985. Provided policy and
economic analysis pertaining to energy conservation and resource development, with an
emphasis on utility issues. Testified before the state Public Service Commission as an expert
witness in cases related to the above.

Acting Assistant Director, Utah Energy Office, June 1984 to January 1985. Same responsibilities
as Assistant Director identified above.
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Research Economist, Utah Energy Office, October 1983 to June 1984. Provided economic

analysis pertaining to renewable energy resource development and utility issues. Experience

includes preparation of testimony, development of strategy, and appearance as an expert witness
for the Energy Office before the Utah PSC.

Operations Research Assistant, Corporate Modeling and Operations Research Department, Utah
Power and Light Company, Salt Lake City, Utah, May 1983 to September 1983. Primary area of
responsibility: designing and conducting energy load forecasts.

Instructor in Economics, University of Utah, Salt Lake City, Utah, January 1982 to April 1983.

Taught intermediate microeconomics, principles of macroeconomics, and economics as a social
science.

Teacher, Vernon-Verona-Sherrill School District, Verona, New York, September 1976 to June
1978.

EDUCATION

Ph.D. Candidate, Economics, University of Utah (coursework and field exams completed, 1981).

Fields of Specialization: Public Finance, Urban and Regional Economics, Economic
Development, International Economics, History of Economic Doctrines.

Bachelor of Science, Education, State University of New York at Plattsburgh, 1976 (cum laude).

Danish International Studies Program, University of Copenhagen, 1975.

SCHOLARSHIPS AND FELLOWSHIPS

University Research Fellow, University of Utah, Salt Lake City, Utah 1982 to 1983.

Research Fellow, Institute of Human Resources Management, University of Utah, 1980 to 1982.
Teaching Fellow, Economics Department, University of Utah, 1978 to 1980.

New York State Regents Scholar, 1972 to 1976.
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EXPERT TESTIMONY

“In the Matter of the Application of Public Service Company of Colorado for Approval of a
Number of Strategic Issues Relating to Its Electric and Gas Demand Side Management Plan,”
Colorado Public Utilities Commission, Proceeding No. 17A-0462EG. Answer testimony
submitted December 5, 2017.

“In the Matter of the Application of Rocky Mountain Power for Certificates of Public
Convenience and Necessity and Nontraditional Ratemaking for Wind and Transmission
Facilities,” Wyoming Public Service Commission, Docket No. 20000-520-EA-17. Direct
testimony submitted November 20, 2017.

“In the Matter of Advice Letter No. 742 Filed by Black Hills/Colorado Electric Utility LP to
Update Base Rates as Required by Commission Decision No. C16-1140 to Become Effective
August 11, 2017,” Colorado Public Utilities Commission, Proceeding No. 17AL-0477E. Answer
testimony submitted October 23, 2017. Cross answer testimony submitted November 15, 2017.
Cross examined November 29, 2017.

“In the Matter of the Voluntary Request of Rocky Mountain Power for Approval of Resource
Decision to Repower Wind Facilities,” Wyoming Public Service Commission, Docket No.
20000-519-EA-17. Confidenti