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1 Q. PlEASE STATE YOUR NAME. 

2 A. Bernard J. Beaudoin. 

3 Q. ARE YOU THE SAME BERNARD J. BEAUDOIN WHO HAS PREVIOUSLY FILED DIRECT 

4 TESTIMONY IN THIS CASE? 

5 A. Yes. 

6 Q. MR. BEAUDOIN, WHAT IS THE PURPOSE OF YOUR REBUTTAL TESTIMONY? 

7 A. The purpose of my rebuttal testimony is: 

8 1. To suggest modifications to KCPL's Plan for Commission 

9 

10 

consideration in view of Staff's position on promotional 

practices, and 

11 2. to respond to Staff's conclusions regarding· rejection of KCPL's 

12 Plan. 

13 Q. WHAT MODIFICATIONS TO KCPL'S PLAN DOES KCPl SUGGEST IN ORDER TO MEET 

14 THE STAFF'S CONTENTION THAT KCPL' S PLAN IS A VIOLATION OF THE 

15 COMMISSION'S PROMOTIONAL PRACTICE RULES? 

16 A. Let liSe first briefly state why 1\CPL belie"s its offer of electric 

17 boilers and altematift electric space heath~~ equi~nt 'is 

18 appropriate and ~ld t. a~thM-1ted. Mr. feathersU. at ,.,_ 42 of 

lt hh t~tsU~ a,_s t._t *•-mt of a 

• ~l ~ .. "raditt .. l 
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trt~Mnt of ijftusual circUIIIstanct applies equally u well to the 

appropriate ~Hthod of compenut i ng KCPL' s steam customers for the 

unusual inconvenience of switching from one form of heating supply to 

another. 

Because of this unusual circumstance, KCPL believes that the 

Staff's traditional interpretation of promotional practices rules 

should be rejected in order to alleviate the financial burden on 

KCPL 1 s existing steam customers due to the cost of conversion to 

another steam supply source. KCPL's Plan, as described at pages 9 and 

10 of my direct testimony, is a fair approach to compensation for 

existing steam customers, s i nee it gives the customers the precise 

electrical equipment needed to supply their needs. 

Staff has rejected KCPL 1 s plan in part because KCPL has not given 

steam customers a choice of gas boilers as well. It is true that 

KCPL 1 s Plan does not offer a gas boiler alternative. KCPL has not 

kept secret its desire to have these steam customers become off-peak 

electric customers. It should be noted, however, that KCPL has no 

objection to KPL Gas Service offering free gas boilers to KCPL 1 s 

existing steam heat customers. In that event, KCPL would modify its 

plan and propose to charge the applicable electric heat rate to those 

customers accepting KCPL's electric boiler plan. KCPl would then 

suggest that the applicable gas rates would be charged by KPL Gas 

Service to those customers choosi~J to install gas boilers. S1nce it 

1s the interest of the cust.c~aer that is ruHy at issue here, the 

stea. customer wouhl be free to choose that system (electric or gas) 

which ._ fHh wulci best se"" hh ..- nv U. loq nm depeacUag 

" his vtw of fv:t_.. ..._ ~. 
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th~t event, KCPL is willing to for~go a steam rate increase of $3.2 

111HHon per year at this time, provided that the Commission allows 

KCPl to terminate steam service to a11 customers prior to 1991. KCPL 

believes that the savings ($3.2 mi] 1 ion per year) from the frozen 

9 steam rate is a very real compensatio~ to steam customers for the cost 

10 incurred in switching to another fonn of heating service. KCPl and 

11 Staff have stipulated to this $3.2 IITlillion revenue deficiency on a 

12 dollar basis only. 

13 Q. AT PP. 32 AND 39 OF HIS TESTIMONY, MR. FEATHERSTONE HAS STATED SEVERAL 

14 BASES FOR THE CONCLUSIONS REGARDING STAFF'S RECOMMENDATION TO REJECT 

15 KCPL 1 S PROPOSAL TO PHASE-OUT AND D!SCONTINUE THE CENTRAL DISTRICT 

16 HEATING SYSTEM. DO YOU AGREE WITH THOS£ CONCLUSIONS? 

17 A. No. The fundamental disagreement between KCPL and Staff concerns the 

18 viability of central station stea~ distribution service. KCPL's 

19 analysis in its Conversion Study indicated that a fully rehabilitated 

20 system would result in a steam cost of $26.80/Mlb. Mr. Dahlen's 

21 original long term rehabilitation analysis indicates that in 1987, the 

22 price of steam should be $9.97/Mlb. However, Mr. Levesque's revisions 

23 to Mr. Dahlen's analysis shows that a more reasonable 1987 price is 

24 $17 .26/Mlb, or over 70S more tha!i'i KCPL is prese!i'itly chargi~. It is 

25 tM priu of stea~~ that drives tM c~&st~rsl dechi~s to stay with 

26 ce!i'itral staU~ st~ dhtri~ti~ wrvice er c~vert to ~$it~ gu 

21 or i~staHatiO!i'is. I *' ~ •H~ tlwlt 



l i\atton steam prices of less than $10/Mlb, KCPL has lost many 

I cust_.r~ over the put yurs to gu and electric options. It h 

3 tnc:onc:e1vable that, as Staff's rehabilitation economic analyses 

4 auume, no more customers will leave the system if steam prices 

S increase further. We do not know of any customer or potential 

6 customer that has chosen to go with electric or gas installations for 

1 anything other than economic reasons. The unavoidable rising costs of 

8 central station steam distribution service, and a continually eroding 

9 customer base, will not result in a viable steam heating system for 

10 downtown Kansas City for any operator, especially one who is required 

11 to meet the traditional utility service obligation to all customers in 

12 its service territory. 

13 Q. WHY HASN'T KCPL PURSUED THE SALE OF THE STEAM SYSTEM TO ANOTHER 

14 OPERATOR? 

15 A. KCPL has not pursued sale of its steam system because KCPL believes 

16 that such a sale is not in the best interests of its customers. Both 

17 Staff and KCPL analyses show that regardless of who operates the 

18 system (be it KCPL or a hypothetical operator), steam prices must 

19 increase significantly above present levels. The cu~tomer base will 

20 unavoidably decrease. And that leads to continually increasing prices 

21 as fixed costs must be distributed among fewer and fewer customers. 

22 Further, Staff's testimony appears to indicate that a purchaser 

23 must be unregulated to some extent in order for it to have a chance of 

24 making the system viable. Irtdted. Staff uvhions that a purchaser 

25 may only whh to serve some of ltft.'s uhU-s customers; ~.rntly 

-· 
n (U). ~le 1. whi~ ~iM Sta.ff~s aaaa ~ certat~ KPL 

a i1lter~teries). 
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l cu~t~rs would be bett~r with s Plan 

$Ut1on $trvh:e undtr a ntw owntr. Mr. 

shows ttuat on-sitt tltctric: boilers or 

4 ~ltunatht thctric space huting equipment have an overall cost 

S ovtr g.u boilers in many instances, dtpending on the site 

6 characteristics. Data from KCPL's test boiler program, described in 

1 Mr. Mandacina•s direct testimony, for the past heating season 

8 indicates that the test boiler customers would have paid slightly less 

9 for steam service under KCPL's applicable electric rate than what they 

10 actually paid under existing steam rates. KCPL's Plan focuses capital 

11 investment only where it is required -- for only those customers who 

12 choose to accept KCPL 1 s equipment offer. Under its Plan, KCPL wi 11 

13 have the opportunity to recover this capital investment through its 

14 electric heat sales. The difference between KCPL's electric space 

15 heating rate and the incremental cost of fuel for electric generation 

16 during the winter heating season can yield a considerable contribution 

17 to the carrying costs of the electric boiler instal_lations. 

18 Q. WHY DIDN'T KCPL'S STUDY CONSIDER GAS HEAT AS AN ALTERNATIVE TO ON-SITE 

19 ELECTRIC EQUIPMENT? 

20 A. As we have said, KCPL wishes to retain its stea111 heat customers as 

21 electric customers. Moreover, KCPl is aware that its steam customers 

22 have been approached by representatives of KPl &u Service, and its 

23 predecessor presenting tl\e gas boiler opt i oo. KtPl 1 s ttnergy audits 

24 have provided an tl\e energy relllel'lt infonMti~ necenary for it$ 

25 ste• c~st~rs to s ~~ esUatas fl"a EPl .. , 

M or ~tr~to~s. ~ the c~s.t hllsto H~Uen 1M ~f 

~' syn~, 1 beHew t-" ~ ldl$ ~ h ~ ~ 

fh::atien fer ltk t~ ~s, ~t ,er a. 1h tna fer the 



l st~ ~ust~~ ~~lly c~' dOWft to one of which energy company (gas 

l or tltetrtc) can offer the best dttl to the steaM cust~r regarding 

! the hlstt~Hat1on and operating costs of the new installation. KCPL 

4 stands by 1ts original offer, but would not object at all if KPL Gas 

5 Service were to Match the saMe terMs and conditions. 

6 Q. WHY DOES KCPL BELIEVE ITS PLAN SHOULD NOT BE REJECTED BECAUSE OF 

7 STAFF 1S INTERPRETATION OF THE PROMOTIONAL PRACTICES RULES? 

8 A. KCPL believes that its plan is fair compensation to its existing steam 

9 customers for the unusual circumstance when a utility is discontinuing 

10 an uneconomic form of energy service. Even Mr. Featherstone at page 

11 39 of his testimony acknowledges the need for compensation should the 

12 Commission approve the dfscontinuance of steam service. KCPL 1 s plan 

13 is the most comprehensive compensation package because it is precisely 

14 tailored to each customer•s individual energy needs. It provides the 

15 equivalent steam service already received by each customer or in the 

16 alternative provides an improved electric heating system at no more 

17 cost than the electric boiler system. KCPL 1 s plan is generous, fair 

18 and non-discriminating among its existing steam customers. In this 

19 unique case, the traditional prohibitions against furnishing free 

20 electric boilers or equipMent should not apply. 

21 Q. MR. KETTER IN HIS TESTIMONY RECOMMENDS THAT ElECTRIC BOILER CUSTOMERS 

22 BE CHARGED THE APPLICABlE ElECTRIC RATE. HAVE 'tOO ANY OBJECTION TO 

23 THAT PROPOSAl? 

No. As "'"· lnes.-'s cost esUutu for elKtric boners aftd the 

res~lts of 04P' test boner '~rea t.ttcet.e • ._. of ICPL's sua 

a.t~ c.'N '- '-tter off te.-tcen7 &$ elutrk a$~. 
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of its custom~rs. In the interim, KCPL will continue to operate its 

syst1m, which requires that the $3.2 million revenue deficiency 

stipulated to by Staff and KCPL be reflected in increased rates. 

Since under Staff 1 s long-term rehabilitation scenario, as corrected by 

Mr. Levesque, rates must be increased by a hypothetical purchaser to 

about this level anyway, there is no basis to deny this increase to 

KCPL. 
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STATE OP ~lSSOURl 

COUNTY OF JACKSON 

) 
) ~s. 
) 

Bernard J. Beaudoin, being first duly sworn, on his oath 

states: that he has participated in the preparation of the 

foregoing written testimony, in question and answer form, 

consisting of _]__ pages, to be presented to the Public Service 

Commission of the State of Missouri in Case No. H0-86-139; that 

the answers therein contained were given by him; that he has 

knowledge of the matters set forth in said answers; and that such 

answers are true to the best of his knowledge and belief. 

~:Sub~cribed and 
fd.t)A.J f , 1987. 

sworn to before me this .;< V 

17 . {J < 
c_ a*' ~-.v· 

No tarypb).-fc 

day of 
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Derick 0. Dahlen, of lawful age, on his oath states: That the following answers to 
Interrogatories of Kansas City Power & Light Company were given by him; and that such 
answers are true to the b~:st of his knowledge and belief. 

Question 1. Assuming that KCPL's steam system is purchased by a third party, what 
method or methods could that third party employ to recover the purchase price for the 
system? 

Answer: The purchase price of the system, like all costs, could be recovered through 
rates paid by customers. To the extent that rates cover costs and to the extent that the pur­
chase price is included in the costs which are used in setting rates, the purchaser of the sys­
tem would have the opportunity to recover the purchase price of the system. 

Question 2. Mr. Dahlen recommends (on page 47 of his testimony) that district heating 
suppliers and customers be allowed to enter into service contracts. Is it necessary, or 
helpful, to the viability .of such suppliers' businesses to have a specific required term of 
service in these contracts? If so, please explain why and give any opinion held as to the 
length of term needed or desirable, along with all assumptions and considerations underly­
ing that opinion. 

Answer: Recommendations on page 47 of my testimony are based on the assumption 
that the KCPL steam system in Ka.rtsas City is abandoned. The viability of suppliers' 
businesses may be either harmed or aided by establishing a specific required term for 
contracts. The viability of suppliers' businesses would be harmed if the contract term 
sought by a customer was not the same as the term offered by the supplier. A specific con­
tract term could, therefore, be a barrier to achieving a contrmct between the supplier and a 
customer. Alternatively, the viability of a suppliers' business could be aided to the extent 
that assurance of customer load would provide revenue stability. 

Under the limited conditions specified in my prefiicd testimimy, tbe muketp!ace for fuels 
and for district heating as weU as the sP«ific circ\imstances of sdkn and buyers 
of district he:atinl should detennine the term of conuacts. I, tMm~~. have ao opinion 
relardina the term of COfttracts whid~ be ~dcd ~ dnirabk. 

QM$UM J, OM ek~nt of Mr. Dlthkn's ~ r~ f~ i!lmllipai~b ~ -·· ... ~~~ 
KCPL 's s~m 2l of h~ ~ ~t ~ ~~ mi~ 
Qte wh~h ~ ~ •r~"' bit ~Y • _.1M~ a of 

st~m s)'l-m. • new •v~ ~ •~ t• ~ Rl- ~ ~ 
N:mii~-~~ad./fllf~HW~~~~rn:? --~~ ~ _. 



Au111~n The II'Uldrc"es two different supplier situations···• purchaser of 
KCPL 'I stt~m system ud a rew district heatina system. I will address each separately. 

Some poac::ndai purchueu of KCPL's scoam system may be unwillina to purchase the KCPL 
Kauas City dbtrict lu:uuina system if they. would have the obliaation to serve all customers 
within a spec:ified service territory. Other purchasers may be willing to serve all customers 
withhl the scn·ice territory based on specific rules for interconnection. As I indir.atcd in 
my prefiled testimon)', proposals for the purchase of the KCPL steam system should indi· 
cate which customers arc to be served. 

In the circumstances in this case, I believe that potential purchasers' perceptions of the 
market opportunity for district heating in Kansas City should frame their proposals rather 
than requiring that all proposers commit to serving all customers within the service 
territory. A requirement to serve for potential purchasers goes beyond the service obliga­
tions implied by KCPL's moratorium on adding customers. I do not recommend imposing 
additional requirements on a potential purchaser of the system which might result in that 
potential purchaser declining to propose to purchase the system. 

My recommendations on page 47 of my prefiled testimony refer to a situation that would 
exist after abandonment of the Kansas City district heating system if authorized by the 
Commission. Those recommendations are based on market conditions determining if and 
whether a boiler owner will provide service to a nearby building. If the Kansas City dis­
trict heating system is abandoned, I believe that new suppliers should not have the obliga­
tion to serve any customers. Imposing the obligation to serve on a new supplier would have 
the effect of creating a barrier to entry of new suppliers which would not be in customers' 
best interests. 

Question 4. Is the listing of elements for Mr. Dahlen's recommended request for proposals 
to purchase KCPL's steam system complete? If not, please state all other elements, or terms 
and conditions, which should be contained in the request for proposal. 

Answer: The listing of proposal requirements on page 22 of my direct testimony is not 
complete and is not intended to be complete. The request for proposal requirements on 
page 22 arc essential elements of the request. Additional elements could include: regulatory 
requirements, proposed marketing efforts, and financins of purchase. Preparation of a 
comprehensive request for proposals for the purchase of the KCPL Kansas City steam sys­
tem is beyond the scope of the work we have performed in this case. I am, therefore, un­
able to provide a complete answer to the second part of the interrosatory regarding "all 
other clements, or terms and conditions. whi h should be con ·acd ia the request for 
proposal." 

.MMUD.UMCN ........... ,, ... 
, •••• CQUN'n ..... 




