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1 Q. PLEASE STATE YOUR NAME AND BY WHOM YOU ARE EMPLOYED? 
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2 A. Robert W. Levesque, and I am employed by Kansas City Power & Light 

3 Company. 

4 Q. PLEASE STATE YOUR TITLE AND CREDENTIALS. 

5 A. I am Manager of Budgets and Valuation Engineering. I hold the 

6 Bachelor of Engineering degree from the Polytechnic Institute of 

7 Brooklyn, and the Master of Business Administration from the Syracuse 

8 University. I am registered as a Professional Engineer in New York, 

9 Missouri, Kansas and Colorado. 

10 Q. MR. LEVESQUE, WHAT IS THE PURPOSE OF YOUR REBUTTAL TESTIMONY? 

11 A. The primary purpose of my rebuttal testimony is to show where 

12 testimony filed by Staff Consultant Derick Dahlen dealing with a 

13 proposed long Range Rehabilitation Program has seriously 

14 underestimated the cost of steam to Downtown customers. Mr. Dahlen 

15 initially estimated $9. 97/mlb. for 1987. Upon further review and 

16 after discussion with us and review of doc~tation provided to him 

11 aftd Staff Cons"ltant ~rt Miller. we understand that he will be 

18 reyht-. his titimate-s ~Nb. ,_, iaaease iii!!OftS h1• closer to a 

lS are ~~le e1<timate. ~~ beHftes \Mt a cuserv.u.he nUute 

of $l1.Ne1'-. reahs f~ 

_,r.i.te ftJC~. ~ 
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1 aft item by 1tem buh in a supplemental study, Appendix A. ~ 

! testimony aho addresses site location and installation upects of 

l comparing gas and electric boilers, some aspects of natural gas fuel 

4 prices, and the inadequacies we perceive in the proposed Short Term 

S Rehabilitation program. 
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A. 

MR. LEVESQUE HAVE YOU COME TO ANY CONCLUSIONS REGARDING STAFF 

CONSULTANT DAHLEN'S DISTRICT STEAM HEAT SCENARIOS, PARTICULARLY THE 

LONG TERM REHABILITATIONS. 

Yes, we have. When adjustments are made to Mr. Dahlen's assumptions 

to cover certain discrepancies, inconsistencies, and omissions that he 

and Staff Consultant Miller made, we find that Mr. Dahlen has done a 

remarkably good job of justifying a steam heat rate increase! In 

effect, our calculations and Mr. Dahlen's estimates both conclude the 

need for a rate increase regardless of whether KCPL or a hypothetical 

purchaser operates the system. As noted in our conversion plan and 

Mr. Beaudoin's testimony, continuing to operate the central heat 

system including renovation would require a current retail steam price 

of $26.80/mlb., and for purposes of this case, KCPL has stipulated, on 

a dollar basis only, to a $3.2 million (66%) revenue deficiency. When 

we corrected Mr. Dahlen's initial estimates, we find that a steam 

price of at least $17.26/mlb. can be justified. Gross receipt tax in 

Missour·i would increase these aMI si111ilar steam rates by 11.111. In 

this instance. the price the c•sw.r pays would be $19.18/mlb. As 

noted el~re. the cu~t averase steam price of approximately 

$10.00/lltlb. to ~uw cv!lit..en b dearly iude.-te. h~ effect. 

•· ~11111 ....-~. ~~ l ~~- ~t •· u.,Jua s &Mlysh helps 

to jaUf) ~h-t~ i8 $_. qtft~ 
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MR. LEVESQUE, WHAI DISCREPANCIES. INCONSISTENCIES, AND OMISSIONS ARE 

YOU REFERRING TO? 

These items are identified and detailed in our study attached u 

Appendix A. They are summarized here as follows: 

1. Staff Consultant Miller significantly underestimated the 

costs to operate and maintain the steam distribution system 

(O&M), whether partially replaced or not. We find that the 

15 employees we currently have maintaining the system is a 

good reference point. With the efficiencies of a 

rehabilitated distribution system, the manpower could be at 

a level of no less than 10. The 3 employees initially 

estimated by Mr. Miller would be inadequate. We have 

discussed this item with Mr. Miller and provided him with 

some operationa.l experiencE: data and estimates of labor 

requirements. Of particular note is the expected impact of 

dealing with asbestos insulation on some of the distribution 

piping. 

2. Staff Consultant Dahlen neglected to include a return of, or 

a return on, the current KCPL net p 1 ant ( $5. 5 mi 11 ion), 

although he continues to make use of Grand Avenue and the 

existing steam distribution system in both the Long Range 

and Short Range Scenarios. KCPl is unwilling to ascribe to 

a zero plant value. 

3. Mr. Dahlen's bue 1987 natural ~s price of $2.18/MMBTU is 

far bei~ the actual price betag paid for gas at Grand 

AYPW StaU•. ~pt•s fo~st for !!81. MMly $1.63, is 
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to s 1110rt rulhtic figure and btlievt he should be 

?tfltcting these DRl based gas price forecasts. 

Mr. D~hltn, apparently using estimates prepared by Mr. 

Miller, underestimated the amount of electricity required to 

run electric auxiliaries at Grand Avenue Station (GAS). We 

investigated this matter thoroughly and determine~ the 

electric consumption of selected equipment at GAS. We also 

were able to establish the auxiliary consumption at a local 

major chemical company facility with gas-fired boilers of 

comparable size to boilers proposed at GAS and have made 

adjustments that reflect their experience in our 

calculations. 

S. Mr. Dahlen initially neglected to include property taxes. 

Property taxes wi 11 be due on both any new investment and 

the original investment. We shared some property tax 

assessments and abandonment data with Mr. Dahlen to be used 

in adjusting his estimates. 

6. Mr. Miller computed di stri but ion system 1 asses based on an 

al1ocation of current losses by the amount of radiation 

losses computed for each of the 1 ow and high pressure 

distribution systems. Then he appears to have discarded the 

losses that he associated with the low pressure system. 

Apparentiy he failed to realize that the "other than 

radiation" 1csses occur ~stly on the customers• premises or 

are stea~n 1uh ~ich will conti~~ to occur even if new 

dhtribut'io~l is 1r.suH~. 

~ss~s. MH1~r ~nod l»~ler. and 

we discuss~ thh with 

act~l •~su~t 
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1 The 11ftP&C:t. on steam rates for each of these and other discrepancies 

2 has been identified in our study which 1s contained 1n Appendix A, 

3 which wu prepared under my dire.·.t supervision and control. They 

4 total $7 .29/mlb. Mr. Dahlen's model was recreated in the study 

5 contained in Appendix A and then adjusted for each of these 

6 discrepancies, inconsistencies, and omissions. Appendix A, Exhibit 1. 

7 Thus, we believe Staff should be estimating a 1987 Downtown Steam 

8 price of $17.26/mlb rather than the $9.97/mlb. orginally estimated in 

9 the Long Term Rehabilitation Scenario. In other words, were the Long 

10 Term Scenario operating today the price of steam would be about 

11 $17.26/mlb. 

12 Q. MR. LEVESQUE, HOW DOES NATIONAL STARCH AFFECT THIS SITUATION? 

13 A. With great impact. The above :.tated steam rates include National 

14 Starch as a large wholesale customer. Without National Starch, and 

15 that will be the case when its contract ends in 1990, the situation 

16 can only get worse. By worse, I mean that the price of steam to 

17 retail customers will increase dramatically. This is shown in Mr. 

18 Dahlen's second (or no National Starch) scenario where, after we make 

19 adjustments similar to those mentioned above, a steam rate of 

20 $19.61/mlb. can be shown. Appendix A, Exhibit 2. This is the most 

21 likely situation that Downtown steaa custOMrs would face after 1990. 

22 Q. MR. LEVESQUE, YOU AAVE C(HIOTED ON THE STEAM RATES TO RETAIL 

23 CUSTOMERS. AM TMEIE MY lMPL.ItH ~nONS MOOT THE IUER Of 

24 CUS~ 11 STAff ~TArn DMUI11 S MM.YSIS THAT AffECT HIS 

2S stBtM!OS. 

K A. Yes. ~ ue. R,.1~ t• u. tue ef _. .- U.t •' a5t 

-~ 5\ea spU~~D. Staff iRs~ diM. all 5\ea a!!J~ ue 
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l retained. That h a very grave, misleading, an~, we think, erroneous 

l assumption. The number of steam retail customers has been falling fn 

3 recent years, even when steam prices were below $10/mlb. The number 

4 of customers can be expected to fa 11 in the future as steam rates 

5 increase. This means that each of the remaining customers who stay on 

6 the system will be paying for an increasing percentage of the fixed 

7 plant costs. As we note in Mr. Graham's rebuttal testimony, it fs our 

8 contention that no amount of marketing or "rate stabilization" would 

9 have resulted in 100% customer retention. 

10 Q. MR. LEVESQUE, MOST OF YOUR COMMENTS HAVE BEEN ABOUT THE LONG TERM 

11 REHABILITATION PLAN THAT WAS PROPOSED BY MR. DAHLEN. DO YOU THINK 

12 THAT THE SHORT TERM PROGRAM PROPOSED IS A GOOD WAY OF LEADING INTO THE 

13 LONG TERM PROGRAM? 

14 A. No, I don't. The short term rehabilitation program makes little sense 

15 in that it addresses only a few critical items. It seems to be an 

16 attempt to suggest what a prudent operator of the Downtown system 

17 would do first in effecting rehabilitation. Nonetheless, there are 

18 some clearly deficient items. 

1 ~~ Q. WHY DO YOU SAY THAT, MR. LEVESQUE? WHAT ARE THEY? 

20 A. For the following t•ea.sons: 

21 Boilers: 
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The SI.!Mtr boiler as proposed a~rs to us to ~ 'lnadequ.te to 

its task by at ht.ut • fac"" of tw. Our Yery lowest IIOftthly 

stea ~i.._t "s "" 46.M •U~. A ~ typh::al IIOftthiy 

1..a i• lM was ••· ~ ~ t.tlttr 
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he tor) for the month. With norma 1 derating and 1 osses a much 

larger boiler would be required. 

More importantly, the short term 11 fix 11 of installing a summer 

boiler for efficiency reasons ignores the basic condition of GAS 

and the older remaining boilers. Replacing just one boiler does 

not address a myriad of other prob 1 ems. 

Distribution System: 

The so called Short Term program ignores major portions of the 

di stribut·ion system. It recommends modifications to the high 

pressure system (now serving about 23 customers) and totally 

ignores the low pressure system (now serving about 100 

customers)! In fact it appears that Mr. Dahlen or Mr. Miller 

assume that the low pressure system is to operate 15-20 years 

without any additional investment. Additional investment would 

indeed be required to maintain for another 20 years, boilers 

which are currently over 30 years old and a low pressure 

distribution system which dates back to the early 1900's. That 

is hardly short term. And thae s why I say the Short Term 

Rehabilitation Program makes little sense. 

MR. LEVESQUE, DID YOU MAKE ADJUSTMNETS TO MR. DAHlEN'S SHORT TERM 

REHABlliTATlON SCEMAR!O? 

Yes. and the results are c~taiMd iii\ ~h A. Exhibit 3. The o11ly 

CMftPS Mr. DehhtR ~refttly _. to tth 1~ ten AMbiHtathm 

24 ""'tci .. pely~h t.• anive at ~h ~ tam .-l~h 8$ te rMuce 

ft c•ita l i!llft$~t and UMK:ia~ etiU; - dN •t. taM t~ ~ 

it t.he e)t~ ~f~~ HittUI Wir~ tem and ~ t_.. 
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1 "habilitation scenarios. For example, Mr. Dahlen did not increase 

2 distribution O&M upense from his long term analysis level, even 

3 though the present dhtribut ion system is retained in the short term 

4 rehabilitation scenario. Similarly, he did not increase production 

S O&M, even though the existing boilers at GAS are retained and used in 

6 the short term rehabilitation scenario. These are significant 

7 oversights. 

8 Q. MR. LEVESQUE, DID YOU INVESTIGATE THE TYPICAL INSTALLATION COSTS OF 

9 GAS VS. ELECTRIC BOILERS? 

10 A. Yes, we did. First let me say that due to the particulars of specific 

11 locations, the term "typical" is misleading. 

12 Q. 

13 A. 

14 

WHY IS THAT, MR. LEVESQUE? 

Well, we showed in our gas vs. electric boiler analysis, Appendix A, 

Exhibit 4 that the most significant variable factor by far when making 

15 cost comparisons of gas vs. electric boilers is the site and the 

16 particular installation problems. For example, Mr. Dahlen has 

17 generalized a 200 bhp gas boiler requiring installation costs of 

18 $124,000. He compared that with an electric boiler facility requiring 

19 installation costs of $340,000. That would be a complex electric 

20 boiler installation. It would be just as va1id had Mr. Dahlen 

21 selected a relatively simple electric installation and compared it to 

22 a complex gas installation. For ~x~le, imagb~. if you will. a 

23 building with ~o possibility of an OYts1~ gas fl~ ~~ftt ~~cept on the 

24 roof. Such alii 11!1staHatioft col:lld M ~ ~£~s~~ to K:hi~~ fleer 

floor'. T- ~ hi U storitt$ h a 

2G ca~ i~ It s to ~ ~ M-t l«l~ ps e.nor 

n the"· ~t ~ ~t~ \Mt t ~1• ~ 
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1 Mut.ers consultants have roughly estimated that venting a gas boiler 

2 could result in total installation costs that exceed $250,000-300,000. 

l The point is that while the cost of comparably sized gas and electric 

4 boi1ers is about the same, the cost of installation for these boilers 

5 can vary widely. That's why I say the term "typical 1nsta11at1on11 is 

6 misleading. 

7 Q. ARE YOU SAYING THAT THE COST OF BOILERS--BE THEY ELECTRIC OR GAS--ARE 

8 ABOUT THE SAME. 

9 A. Just the boilers, yes, depending on their size of course. But the 

10 installation costs can vary widely. That makes comparing 

11 installations difficult and misleading. 
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A. 

WHAT ABOUT ENERGY COSTS--GAS OR ELECTRICITY? 

The gas price used by Staff Consultant Dahlen needed major adjustment. 

I note that fuel costs on a btu of delivered heat basis can favor gas 

this year in some simple gas boiler installations. But all the 

projections that we see, even those from the KPL Gas Service Company, 

show gas costs increasing significantly in future years. Indeed, KPL 

Gas Service has recently announced its intention to seek a significant 

rate increase in Missouri. In contrast, electric costs, particularly 

electric heat rates, can be expected to remain relatively stable, and 

because of Commission order KCPl electric rates are quite predictable. 

Thus, today's apparntly· ec~h:al ~s installation MY ROt c-.are 

at an wH fn. a• o,eraUftt fuel cost st~i•t in later ye,us. Ve 

tMnk that the dUferutial be~ gal • electric ~ld Hkely 

lriden ~ U•. ih ~t a;1.t ef gas '• ~'- ~Hsas C1ty 
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SO, MR. LEVESQUE. ARE YOU SAYING THAT IT'S A TOSS UP BETWEEN ALL 

INSTALLATIONS--GAS OR ELECTRIC? 

No I'm not. There are some simple gas installations where flue vents 

are short that are so economic that gas driven boilers may be the 

S answer. On the other hand there are some gas installations that are 

6 so uneconomic, if not impossible, that electric driven boilers are the 

7 only answer. But where installation costs are about the same, there a 

8 customer maybe wise to select electric since his operating costs are 

9 likely to be more attractive in the long run. But it's up to the 

10 customer to decide. And that's the basis of our Plan. Let the 

11 customer decide what's in his best interest. 

12 Q. WHAT ABOUT YOUR SUBSIDIZED ON-SITE BOILERS? HOW DOES THAT AFFECT THE 

13 SITUATION? 

14 A. As noted elsewhere we are willing to provide electric boilers at no 

15 initial cost to the customer. If the Commission so decides, KPL Gas 

16 Service could provide gas boilers, too, at no initial cost, assuming 

17 that it would want to. Should the Commission see the provision of any 

18 kind of boilers as not in keeping with the promotional practices 

19 rules, then the customer is still free to ll'<ak.e his own unsubsidized 

20 choice--gas or electric. Our under1ying contfintion is that the 

21 central steam system is uneconOMic for all. &ut individual stea111 

22 boiler installations are economic at the preseflt time. It 1 s only a 

23 ~~tatter of whether to go gas or electric. 

DID lOO MU MY OMI SPECIAl 

Yes. V. ~l~ a "'7 ~~- M .-. ~ ~ .els 

Wt ._ib the price of s~ U ali \M ia U. ltPl s-. 
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l ~ervict ttrri wtrt sttiM heated. Thit material is apptnded to Mr. 

2 ~ rtbuttal testimony. 

3 DOES THAT CONCLUDE YOUR TESTIMONY? 

4 A. Yes, it dots. 
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STATE OF MISSOURI 

COUNTY OF JACKSON 

) 
) ss. 
) 

Robert w. Levesque, 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 _LL_ pages, to be presented to ~he 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 
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before me this d >Ll day of 



Review of th~ Dh;trict Steam Heating System Scenarios 

As Modeled by Derick 0. Dahlen 
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Mr. Dahlen created three district steam heating scenarios. Each of these 

scenarios has been reviewed and found to have discrepancies, inconsistencies, 

and omissions. A modified case for each scenario was developed in order to 

evaluate the scenarios as provided by Dahlen. More realistic steam prices have 

been determined after adjusting for the discrepancies, inconsister..cies and 

omissions. Overall, K.CPL feels that Dahlen's analysis is ultra-conservative 

and, after KCPL's adjustments, shows the level of operation attainable by an 

efficient operator facing no contingencies (i.e., an ideal case). Other areas 

that KCPL cites as being overly conservative, but which are not fully 

addressed in this analysis, include: salary levels for all O&M personnel, 

manpower levels or contract labor required in lieu of additional manpower, 

maintenance materials for both GAS and the distribution system, annual capital 

expenditures and customer decline. 



Page 2 

Lon; Term R~habUitated S:y:stem lndudins Sales to National Starch (Exhibit 1) 

Summary of Adjustments Made to the Model Developed by Dahlen 

In Order of Their $/MLB Impact 

Impact of Adjustments for Year 198~* 

1. Increase of gas prices to a DRI based KCPL forecast 

2. Inclusion of current net KCPL investment 

3. Increase of Distribution O&M labor 

4. Inclusion of property taxes 

5. Increase of electricity needed to power auxiliary equipment 

6. Inclusion of station heat and higher level of losses 

7. Reduction in chemical treatment rate to actual GAS charge 

All of the above Adjustments 

Dahlen's original estimate 

Adjusted Steam Cost 

*Comparable adjustments can be made for subsequent years. 

$/MLB 

$3.08 

2.50 

0.62 

0.60 

0.43 

0.39 

(0.33) 

7.29 

9.97 

$17.26 

An explanation for each of the adjustments made in creating the revised 

Long Term Rehabilitated System scenario is a:. follows: 

l) The natural gas price forecasts have ~en adjusted to reflect the most 

recent prices per a KCPL DR! based fon~c•ust dated March. 

1987. Thue prices ,.rft with KCPl..'s ctu·nnt cost luijusted to 

known in IH KCPL'::ii Mut:h 1~7 eAti~Altte of $1.61 

p.- ~tu is contrestGd ~0 $2. u~. lndu~ are 

~~- ~ 7l ~~hwen 
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neglected. 

lmpact: $3.08/mlb. 

2) The present KCPL investment in the distribution system and the GAS, 

amounting to $5,514,000, has been included to reflect the remaining 

value of these facilities in rendering steam service. Mr. Dahlen 

assumes there is no value in the current plant. However, KCPL 

believes there is a value to a potential purchaser in the equipment 

necessary to serve the current customer base, Further, a 

depreciation life of 20 years reflecting primarily the expected economic 

life of replacement packaged boilers and related equipment is used in 

contrast to an unrealistic 30-year life. 

Impact: $2. 50 I mlb. 

3) The Distribution System O&M labor costs were increased from Miller's 

$117,500 I year to $400,950 reflecting a higher level of manpower as 

estimated by KCPL1s Steam Department engineers. The Dahlen model, 

based on Mr. Miller's work. assumes only three distribution 

maintenance personnel. KCPL1s experience with high pressure 

maintenance indicates that a minlm~m oi ten 1\"~aintcnculce personnel is 

""Juired for saaintainmg customer service. eve>"l with repla~t of 

the low pnss~n syB~ by ~· 



amounting to $79,160 on current steam plant (three 

boU~rs and low pressure distribution abandoned) and property taxes 

of $193,950 on capital additions to the distribution system and to 

boilers are included. No property taxes were considered by Dahlen. 

Impact: $0. 60 I mlb. 

5) The energy costs of auxiliary operations have been adjusted to 6,027 

MWH's based on KCPL's actual experience level of 10,853 mw hours 

and a local chemical company's actual experience of 3.41 kwhrs/mlb 

transferred. This is contrasted to Dahlen's estimate of 2,892 mw 

hours, noting that several energy consuming devices are not replaced 

in either the long or short range rehabilitation scenarios. 

Impact: $0.43/ mlb. 

6) GAS station heat based on actual experience amounting to 15,000 

mlbs. and additional system losses of 40,700 mlb. (that Mr. Miller 

incorrectly removed as part of the allocated low pressure system 

losses) have been included. 

Impact: $0.39/mlb. 

ratu haw~ ~ reduc~ from $.19/mlb. to 

I:CPL's fav~H"a~ «<:11!'-rill~Gt::~~< 
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Lcm1 Term Rehabilitated SY.stem With No Sales to National Starch (Exhibit 2) 

Summary of Adjustments Made to the Model Developed by Dahlen 

In Order of Their $/MLB Impact 

Impact of Adjustments for Year 1987* 

1. Increase of gas prices to a DRI based KCPL forecast 

2. Inclusion of C.'Urrent net KCPL investment 

3. Increase of Distribution O&M labor 

4. Inclusion of property taxes 

5. Increase of electricity needed to power auxiliary equipment 

6. Inclusion of station heat and higher level of losses 

7. Reduction in chemical treatment rate to actual GAS charge 

All of the above Adjustments 

Dahlen's original estimate 

Adjusted steam cost 

*Comparable adjustments can be made far subsequent years. 

$/MLB ---
$2.85 

2.50 

0.62 

0.60 

0.39 

0.39 

(0.18) 

7.17 

12.44 

$19.61 

An explanation for each of the adjustments made in creating the revised 

Long Term Rehabilitated System (less National Starch) scenario is as 

follows: 

to 



Also included are sales taxes 

&mounting to approximately 6. 5 to 7% of sales which were neglected. 

Impact: $2.85/ mlb. 

2) The present KCPL investment in the distribution system and the GAS, 

amounting to $5,514,000 has been included to reflect the remaining 

value of these facilities in rendering steam service Mr. Dahlen 

assumes there is no value in the current plant. However, KCPL 

believes there is a value to a prospective purchaser in the equipment 

necessary to serve the current customer base. Further, a 

depreciation life of 20 years reflecting primarily the expected economic 

life of replacement packaged boilers and related equipment is used in 

contrast to an unrealistic 30-year life. 

Impact: $2.50 I mlb. 

3) The Distribution System O&M labor costs were increased from Miller's 

$117,500/year to $400,950 reflecting a higher level of manpower as 

estimated by KCPL's Steam Department cngin~rs. The Dahlen model, 

based on Miller's work, assumes only three dist!'ibution maintenance 

personnel. KCPL's experience with p~sun maintenance 

requires a minimum of ll ..W•h::n.m~ for 

custcmer serwice even with of *• ~ p;r~n §11''lllit!­

p~~. ow; ~ 

wu sh&nd •• ~te. 



Pase 7 

lmpac:t: $0. 6U mlb. 

4) Property taxes am~.~untins to $79,160 on current steam plant (ThJ"ee 

boilers and low pressure distribution abandoned) and property taxes 

of $193,950 on capital additions (Distribution and Boilers) are 

included. No property taxes were considered by Dahlen. 

Impact: $0 • 60 I mlb. 

5) The energy costs of auxiliary operations have been adjusted to 4,443 

mw hours based on KCPL's actual experience level of 10,853 mw hours 

and a local chemical company's actual experience of 3. 41 kwhrs/mlb 

transferred. This is contrasted to Dahlen's estimate of 1,624 mw 

hours noting that several energy consuming devices are not replaced 

in either the long or short term rehabilitation scenarios. 

Impact: $0.39/ mlb. 

6) GAS station heat based on actual experience amounting to 15,000 

mlbs. and additional system losses of 40,700 mlb. {that Mr. Miller 

incorrectly removed as part of the allocated low pressure system 

losses) have been included. 

Impact: $0.39/mlb. 

1) Cbemic&l trutmeftt rat• have befm !'ftdlila.d f~ $.19/aib. to 

$.Mia6. ~ KCPL's 

.... ~b (M.,l&)laA., 
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Shol't Tvm Rehabilitated Ststem Including Sales to National Starch (Exhibit 3) 

Summary of Adjustments Made to the Model Developed by Dahlen 

In Order of Their $/MLB Impact 

Impact of Adjustments in 1987* 

1. Increased gas prices to a DRI based KCPL forecast 

2. Increase of GAS O&M 

3, Increase of distribution O&M to Staff's level 

4. Inclusion of current net KCPL investment 

5. Increase of electricity for auxiliaries 

6. Inclusion of station heat and higher level of losses 

7. Inclusion of property taxes 

8. Reduction in chemical treatment rate to actual GAS charge 

All of the above Adjustments 

Dahlen's original estimate 

Adjusted Steam cost 

*Comparable adjustments can be made for subsequent years. 

$/MLB 

$3.27 

2.89 

2.58 

2.26 

1.09 

0.67 

0.39 

(0 .33) 

12.82 

6.51 

19.33 

An explanation for each of the adjustments made in creating the revised 

Short Term Rehabilitated System scenario is aoi foDows: 

1) The natural ps p!"ice fOI'eeuts have helm adjwotee to reflect the most 

namt prices per a I:CPL Dl\1 based ~~t dated March. 

lcael. ~ pt'ices •~ ~ I:Cft.ls ~t ~ te 

~ - ·- n. l.al ~- ~ $3.61 ... ~ 



h~ cm1truted to Dahlen's $2.18. Also included arc sales taxes 

amounting to approximately 6. 5 to 7% of sales v. hich were neglected. 

Impact: $3. ?.7/ mlb. 

2) The GAS O&M Labor Costs were increa~ed from Dahlen's $693,000/year 

to $1,510,380 to reflect the operating costs of continued use of 

current GAS boilers (for winter operations). Thi~ figure assumes a 

manpower level of 34 at Grand Avenue as a minimum required to 

operate and maintain the current equipment with all gas fuel. 

Materials of $162,400 have been increased to $670,700 to reflect 

KCPL's actual 1986 experience of $1,179,000 modified (reduced) to 

reflect the transition to gas fired. 

Impact: $2. 89/ mlb. 

3) The Distribution System O&M costs were increased from Dahlen's 

$257,400/ year to $1,436,729 reflecting tht> maintenance manpower and 

materials levels as recommended by Staff in Staff Acr;ounting Schedule 

12. The Dahlen model, based on Miller's work. assumes only three 

distribution system maintenance personnel. Staff recommendation 

aa:rees with the KCPL l9S7 authorbed ~npower level of fifteen 

~inwnance personnel. KCPL1s with pressure 

~te~ce the stated kv'ltiii!l of ~Pf'~'ll!r for 

cut~ "rvict evqm wtth 

~~ft. 
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Impact: $2. !>1:1/ mlb. 

4) The pretsent KCPL investment in the distribution system and the GAS 

amounting to $5,514,000, has been included to reflect the remainmg 

value of these facilities in rendering steam service. Mr. Dahlen 

assumes there is no remaining value in the current plant. However, 

KCPL believes there is a value to a prospective purchaser in the 

equipment necessary to serve the current customer base. Included 

are capital additions amounting to $134,000 annually as noted in the 

Down town Steam System Con version Study. Also included are major 

retubing maintenance for two of the four existing boilers amounting to 

approximately $300,000 l?ach. Two boilers were retubed in 1984. 

Further, a depreciation life of 20 years reflecting primarily the 

expected economic life of replacement packaged boilers and related 

equipment in contrast to an unrealistic 30-year life per Dahlen is 

included. 

Impact: $2.26/mlb. 

5) The energy cost of auxiliary operations have been adjusted to KCPL 1s 

actual experience level of 10,853 mw hours in contrast to Dahlen's 

estinmte of .! .892 mw hours nt!ting th01t several energy consuming 

devices &re not m either the or short term 

NhabUitation snnar.us. 
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GAS but~d on actual experience amounting to 15,000 

mlbs. and additional 21Yiiltem losses of '79,674 (to reflect 1985 actual 

lo~ levels) have been included. 

Impact: $0 .67/mlb. 

7) Property taxes amounting to $133,933 on current steam plant (GAS 

and Distribution System) and property taxes of $44,365 on capital 

additions (Distribution and Boilers) are included. 

Impact $0.39/ mlb. 

8) Chemical treatment rates have been reduced from $.19/ mlb. to 

$.04/mlb. reflecting KCPLis favorable experience. 

Impact: $(0.33)/mlb. 



Evaluation of Dahlen's Testimony 

On Individual Electric and Gas Boilttn 

Page 12 

In addition. to the district steam heating scenarios, Dahlen developed 

several scenarios comparing individual boilers fueled by gas or boilers powered 

by electricity. Since Dahlen chose 200 Bhp for the size of his gas boiler and 

developed only one scenario using gas, this size was used for reviewing and 

comparing electric and gas individual boilers. The review revealed some 

deficiencies in Dahlen's analysis. Primarily • his installed costs were not on a 

consistent basis and the gas price was not what a gas customer in downtown 

Kansas City could be expected to pay. A comparative analysis has been 

prepared using KCPL's actual installation data for the Home Savings building at 

1006 Grand, Energy Masters Corporation (who installed the electric boilers at 

Home Savings) provided preliminary estimates for the installation of gas boilers 

at the Home Savings site. The results of this comparison are shown in Exhibit 

4. 
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Exhibit 4 

EVALUATION OF STAFF CONSULTANT DAHLEM'S 
TESTIMONY ON INDIVIDUAL ELECTRIC AND GAS BOILERS 

200 BHP BOILERS 

Gas 
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Dahlen AdJust 

1987 
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Boiler 

Per 
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Elec::t.ric:: 
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Per 
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Exhibit 4 cont'd 

~ 

i/ Joil~ 8ize for KCPL ad)ustaent waa aaauaed to be 222 BHP <two 111 BHP at Hoae Savings). 

21 a.fl~ta installed coats for gas boilers aa estiaated by Energy Masters Corporation for the 
Moae lavints test site. The installed coats £or individual packaged gas bo1lera are site ~t. 
CO.pari30ft to electic bo1lers auat be for the saae site. Gas boiler installed costa 
ea• ra~ froa 1200,000 to 8400,000 for a 222 BHP installation depending on flue requireaents. 

Jl Miatorical analysis of Hoae Savings steaa sales shows an average for 1982 through 1986 of 4256 
ILIA ~ year ranging froa 3485 to 5005 MLBa per year, reflecting Kansas City, Missouri winter 
MsUnt• 

41 ~ re4~1on in aalea <note 3> reduces fuel expenae. However, gas price has been ad)usted 
te r~fl~t the March, 1986 KCPL forecast o£ KPL Gas Service charges for large coaaercial 
coas~c!al auatoaers <84.20 including gross receipts tax and sales tax). 

II ~ r~~ction in aalea <note 3> reduces water, sewer, and cheaical trestaent costa. 

&1 The A~re•ae in inatall~d costa for th~ boilers <note 2> causes increases in property taxes. 
llloi!U'It.tmillillc~, llllnd ;.-eturn, debt 10ervice, and taxes. 

11 T~ inatal1e4 ~oats fo~ electric bo1lers are the actual coat incurred for the installation of the 
~l~~trlc ~ilera st Ho111e Savings <1006 Grand) for the test proJect. The installed costs for 
a~4~v1d"al pscka~•~ electric boilers ere site dependent. CoMparison to gas boilers aust be 
ioJ t~e ssse site. Electric bo1ler 1nstalled costs ~an range froa 5200.000 to 5400,000 fo~ a 222 BHP 
al'lJIII'f,dhtion. 

II ~ redvc:tion .in sales <note 3> reduces fuel expense. 

Iapact of Ad)ust111ents in 1987 CS/MLB> 

Installation costs 
Ef£ect of reduced sales on expenses 
Gas prices 
Reduced sales 

Gas Electric 

8.27 
C1.38> 
1.69 
3.13 

<6.07> 
(3.94> 
0.00 
7.92 

11.71 <2.09> 
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