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fUPAJEO TUTIMOh'Y 

OF 

!DWARD A. 'l'OO!Y 

KANSAS CITY POWER & LIGHT COMPANY 

CASE ~0. HG-86-139 

Q. Please state your name and business address. 

A. Edward ·A. Tooey, Kanaas City, Missouri. 

Q. By whom are you employed and in what capacity? 

A. l am employed by the Missouri Public Service Commission 

10 (Commission) as a Regulatory Auditor. 

'11 

12 

Q. Please describe your educatiot1al background. 

A. I graduated from the University of ~lissouri - Columbia in · 

13 May, 1978, with a Bachelor of Science Degree in Business Administration, 

14 with a Functional Major in Accounting. 

15 Q. ~~at has been the nature cf your duties while in the employ 

16 of this Commission? 

17 

18 

19 

20 

21 

22 

23 

24 

25 

A. I have, under the direction of the Chief Accountant, Utility 

Division, assisted with audits and examinations of books and record$ of 

utility companies operating within the State of Missouri with regard to 

proposed rat.e increas~s and compliance ~~th Commission orders. 

Q. Have you previously filed testimony before this Commission? 

A. Y~s. Schedule 1 is a list of the cases in which I have 

participated. 

Q. With reference tc Ca:H h. ~n,. ~ ~ ~ • 
e::uudv.&tion of the ~ .-.i ~~~- of ~ l'OWft' I. ~t Q!l•~ay 
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Q. \!bat; 18 the pufl)oae of your test111Cmyt 

A. MJ tetitblouy will addreae ltanaaa City Power & Li&ht 

~ny'a ateam utility ayatea maintenance, particula~ly aa it relates to 

ateaa .aterina (both at the cuatoaer pramiaea and at other pointe in the 

diatribution system) aa well aa cuatomar billinJ practice& and financial 

reportin& of steam utility system losses. 

STEAM SYSTEM ~.AINTENANCF. 

Q. Did ltCPL have an adequate utility steam system maintenance 

program prior to 1982? 

A. No. Mr. Mandacina, Manager of Utility Steam Operations, 

reported to A. J. voyle (KCPL's President, Chairman of the Board, and 

Chief Executive Officer) and J. R. Miller (Vice President, T&D Systems 

Operations) in correspondence dated. January 14, 1983, that KCPL had not 

had a "comprehensh•e mainte:nance program" foT many years. (Oligschlaeger 

Schedule 4-2) 

Q. Why is it important to properly maintain the steam utility 

system? 

A. Obviously KCPL' s steam utility operation de:rives its 

~evenuea from delivering heat energy in the form. of steam to the 

customer's premises. Maintenance or a lack thereof directly fapacts the 

ability of the Company to bflth deliver its product in an economic manner 

and realize revenues froa the delivery of that product. 7he failure to 

effectively aeliv•r the product &ad the failure to meter the full aacuat 
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&,. Ste._ lo•••• were defined by KCPL in ita 1982 Lona-Ranse 

St ... U..t Pl~& Study (Oliaechlaeaer Schedule 2-18) as thu difference 

betvMD ate._ aeodout at the Grand Avenue Station and steam metered on the 

cuetoaer premises for billiug. The difference between steam sendout and 

the total metered Mlbs. can be expressed either as an absolute number of 

Mlb•. or as a percentage of total steam sendout. 

Q. Did KCPL believe that reducing steam utility operations 

system losses was key to revitalizing the Downtown ste8m heat system? 

A. Yes. Numerous documents obtained in a review of KCPL steam 

utility files develop the concept that a key indicator of the health of 

the steam system was the steam loss (or "unaccounted for") percentages. 

Reference to many of these documents is contained in Staff witness 

Oligschlaeger's testimony. The earliest reference to loss percentages and 

a plan of attack tc address these losses dates from early 1982. In 

February, 1982. Mr. M.andac:ina, KCPL' s then newly assigned !o!:anager of 

Utility Steam Operations, reported to the first Utility Steam Operations 

"Board of DirectorB" meeting on what had beeu accomplished in the first 

two weeks of a "concentrated effort" to review Steam Operations. In 

addressing Steam Department losses, this concentrated review included 

Grand Avenue Station aud desuperheatins station meterins. steam 

tran&aission/d:!stribution losses, ar.d eustoaer meterins a~ usase. 

~Oli&sc:hlaeser Schedule 13) !u aaciticm., stua utility systam loss 
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Q. How could you compare the "coat" tc the Company of steam 

losaea before steam nachea the customer praises to the "cost" to the 

Company resulting from under-metering steam deliveri~s at the customer 

premise? 

A. The "cost" of steam system losses to KCPL before the steam 

reaches the customer premises is generally equivalent to the cost of fuel 

needed to generate the lost steam, while the "cost" of not metering 

customer usage is equal to the amount of revenues not billed. Stated 

another way the "costs" are approximately $5.00 per Mlb. for distribution 

system losses occurring before the custom~r premises versus approximately 

$9-12 per Mlb. for delivered but unmetered Mlbs. Tb~ae are approximate 

current figures. 

(). How at·e you using the term "cost" in the preceding 

testimony? 

A. The term "cost" in this instance refers only to the 

potential effect on C~pany earnings of not addressing system losses. The 

term as I am using it does not include corresponding costs such as capital 

ane maintenance expenditures which would likely be required to address 

these system losses. The $5 and $9-12 fisures giveu represent reference 

points in detex11ininl whether the capital and lDilinteDance expenditures 

-~-
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14), ~ lo)'Ctt of KCPL incU.catecl, "[m)etedns is a probln both at 

cuatour and GAS [Grand Avenue Station]." 

Also, the 1982 KCPL Long-Range Steam lleat Planning Stucly 

indicated the followins in this regard: 

System steam losses have inereaaed substantially over the 
paet four years. Until 1978, loases (measured as the 
difference between steam sendout at Grand Avenue and steam 
metered on the customer prnises for billing) generally 
were b~tween 10% and 20%. In the last four years, losses 
have steadily increased to between 30% and 40%. The 
decline in load levels, aging steam distribution system, 
and metering problems have contributed to this increase. 

[Emphasis added.] 

(Oligschlaeger Schedule 2-18) 

Q. Why is it important to accurately meter not only steam 

delivered to the customer. premises, but also the Grand Avenue Station 

sendout and sendout from the two desuperheating plants? 

A. Accurate metering is necessary to enable the Company to 

isolate as accurately as possible the source of steam losses; hence. both 

be in a position to identify the specific maintenance activitieli necessary 

to correct the losses as well as the probable cost effectiven~ss of the 

specific maintenance activity. For example. if losses were isolated to a 

segment of the transmission and distribution system other than the meter 

at the custocar preaises, the "return" on aa expended .aintenance dollar 

.ay be less than if the losses were isolated 8DG aurilNted to uaaetered 

usqe by the customer. As iiacuaaed previwaly. t.•• .. cost" to the C~ 

~tiD& iM«U'Ue •hn ~4 \a apif~~ las. tMe ~ up 

~ 1a !111M h 



" ,. 

~ ~·~~~ diatribution ayatem, only that accurate materins is neceaaary 

2 to pr1or1ttae .ainteoaace expandtturea. Of cours•, if a steam leak causaa 

3. cl-ae to proputy, the "coat" of that leak to KCPL would be greater than 

4 the approximate $5 par Mlb.aa previously indicated and would enter into 

5 any decision aa to the priority of maintenance efforts. 

6 Q. Have. steam leaks caused property damage? 

7 A. Yes. Notes of a September 16, 1986 Steam Department meeting 

8 indicate that KCPl.. has paid "numerous" damage claiu fr0111 steam leaking 

Q into buildings. Also. in 1984 1 leaking steam caused damage to 

10 Southwestern Bell and Western Union underground cables. (Schedule 3-3) 

11 Q. How did Mr. Mandacina view the importance of customer 

12 premises meter reading and maintenance? 

13 A. In correspondence to steam utility operations personnel 

14 dated August 1, 1983, Mr. Mandar.inG asserted, "[t}otal revenue is a direct 

15 function of proper meter reading and maintenance. If we are not 

16 accurately billing the customer for what he uses, we will [lose 1 money." 

17 Also, he said. 11 remember, each Mlb lost represents a potential loss of 

18 over $11.00 in revenue!" (Schedule 4-1) 

19 Q. ~nat did the Cospany do to increase the accuracy of its 

20 steam metering? 

21 

22 

23 

24 

A. Correspondence froa Mr. MaHacina to Messrs. Doyle and 

Miller. dated January 14. 1983, indicated tl-.e follawiq in this reaarci: 

Altbou&h leu thaa a year U. ·~ siace tile etlllpNais 
beaa.a oa tke steaa .,.ratioae atAe ef tile eo.p..,.. it aov 
...... ~.u .. :.npan..._U.Me. 
ae~UIIJM. Uii1 ..._ ~t _.. w k edWrncl. 1M .. jer 
ldallli&hta of eM &Cua 1'ftU II 1• an ~ teen. 

-·-
,,,_,,~c-~--------------------------------------,.1 
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~~h mo~• ~•liable aDd accurate meter:l.na proaram. A daily 
~torina and reportina of steam and condensate 
truahrud frcm Gnnd Avenue [Station) into the system 
be;an early in the year. These procedures will be refined 
as needed. 'Ihe installation of new Lreplacement] flow 
meten in the two desuperheatina stations will provide a 
lltums to eectional:l.se the steam flow on the distribution 
system, and better analyse our loss situation. 

(Oligecblaeger Schedule 4-1) 

Q. What did KCPL do to "better analyze the loss situation" as 

referred to above? 

A. According to correspondence to R. A. Timm (Director, 

Internal & Support Services), dated March 18, 1983, Mr. Mandacina 

indicated a new computer-generated report would be used for "tracking the 

condensate flow into each desuperheating station and the low pressure and 

105 lb. output steam lines," !l!ade possible by the nev (replacement) meters 

installed in both desuperheating stations. Hr. Maudacina also indicateci: 

'Ihe [cot1.puter-ge11erated report] format is consistent with 
th~ daily report format used by the Grand Avenue Station to 
report steam and condensate sent to us. A simple MAPPER 
program will be needed to generate this report and track 
the totals en a monthly basis. By maintaining the data in 
two rids, we will be able to "call up" any particular day 
from past history and obtain a day or month-to-date 
cov.pa·rision with Grand Avenue information. 'Ibis will allow 
us to analyze our steam distribution line losses as we have 
discussed for the last year. 

(Schedule 5) 

Also, Mr. Mand.t'.cina indicated in correvpoadeace to Steam 

Department personoal dated September 22. ltel. that the meteriaa on tbe 

Q. lt"hat cii.d tbe t~ a to Willa&e ~ of au. u.p 

at~~~~? 



h.,.nd TuU~ of 
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occurTiBI aDd that further iuvestiaation would ba warranted, (Schedule 

2 ::-1) 

3 ln addition, Mr. Mandacina indicated in corre¥pondence to Steam 

4 Department personnel dated July 21, 1982, that the Steam Department would 

5 schedule by August 20, 1982, the overhaul of all condensate meters on a 

6 two-year cycle and that formal maintenance, recordkeeping and reporting 

7 achedules would be established. (Schedule 8-4) 

8 Also, in correspondence to F. L. Branca (Manager, System 

9 Planning Administration), dated September 1, 1982, Mr. Mandacina reported 

10 that in addition to month-end steam meter readings, the meter readers 

11 would inspect customer facilities for possible steam leaks. To deter 

12 condensate diversions, the meter rt=aders would also read the meters 

13 sometime in the middle of each month on a staggered basis. Mr. Mandacina 

14 also reported at.tbis time that: 

15 The facilities cf the customers who use steam all year have 
been inspected. At least 15 locations have been identified 

16 to have condensate leaks, diversions or faulty meters. 
'l.'heu problems will be fixed by the heating season, and 

17 could represent as much as 15,000 M lbs per year. 

18 {Schedule 7-1) 

19 Q. What are "condensate diversions" and what are their effects? 

20 A. As the energy frcat delivered steaa is released into the 

21 custoaer praises, the st<ND condenses frcat a aas t\l a liquid state. The 

22 voluae of the liquid (eoaieneate) is uasureci lty the cmMiensate meter 

23 aftar it hu pueeci tlu:oup the euataaera • hsatiJI& syst... liay cliveraioa 

24 (\lililiateati<mal et: etuniH) oi t.M uabaaate ..,_. it is .. und would 

25 nnlt tu ~ .- ..... ~d..Uaa .f t:M eaeq,y ac.t'Ul.ly 

~at~~ 

-I-
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reflected in reporud annual steam lou pucentagu as reflechd in 

Schedule 1-4 of Staff witness Fuller's testimony. 

BILLING ~~ COLLECTION 

Q. Did Staff obtain documentation which indicates a lack of 

9 management attention to the steam utility system in the area of billing 

10 and collections in years prior to 1982? 

11 A. Yes. A lack of management attention W&E apparent in the 

12 area of billing and collection for steam usage. Prior to 1982 there was 

13 no effective set of procedur~s to enforce collection of delinquent or 

14 partially paid steam bills. 

15 In correspondence dated July 9, 1982, H. E. Johnson, KCPL's 

16 Manager of Credit and Collection, wrote to L. C. Rasmussen 

17 (Vice-President, Corporate Planning and Chief Financial Officer) that with 

18 the "inception of seasonal steam customers [customers who use steam for 

19 space heating purposes only}, there has always been the problem of keeping 

20 steam customers current on their bills during the S'UliiiMr months." 

2·1 (Schedule 10-2} According to Mr. .Tohnson. the problea occurred when 

23 the follewinl Sapt~r or Oetober. 

24 ltt. Johns~ f•rt:ber :i.MJ.cat": 

25 

26 

W'.lth til« Hl"dc• 
C.ll~tCtion ~~~ 

tk ~-rk 

slat-on. tk erwu ~ 
~U.~ sf 

s~~~ will k ~~~~~t~~. 

~ c~ ~ aut .. ~ a.,. u t. U. 
~ .. k ... -. &Mill!- ~1 k~llii!lld~ 



1 or Oetobet'. Tberdou. tbua cuatOIIUlra [do not reapond to] 
our telephone calls and peraonal v:I.Bitl • and do not 

2 ,_,. until the fall. 

3 A further complication bas been theae seaaonal ateaa 
custOIIUlra knov:l.ns our paat pxatices stut in February or 

4 March each year and do not pay the full lliiOUnt on their 
billa. This action has caused the amount that KCPL carries 

5 through the su..er months to increase even greater. 

6 (Schedule 10-2) 

7 

8 probl•? 

Q 

Q. Did Mr. Johnson propose a solution to this long-standing 

A. Yea. Mr. Johnson stated, "We in the Credit and Collection 

10 Department have reviewed this dilemma, and we believe we have a solution 

11 to this problem." (Schedule 10) 

12 

13 

Q. What was the solution proposed by Mr. Johnson? 

A. A new procedure for cutting off steam accounts was developed 

14 and utilizE:d by KCPL. This procedure would be invoked if norul&l 

15 collection procedures failed. It involves sending a form letter to the 

16 customer which advises him that if his account remains unpaid after " 

17 specific number of days, his acccunt will be closed and a final bill 

18 issued. Also, according to Mr. Johnson: 

1Q 

20 

21 

22 

23 

24 

25 

Any deposits. bonds, or financial guarantees will be 
forfeited and appropriate action taken to collect on same. 
If this becomes necessary, in order to have service 
restored, {the] customer will be requirea to re-apply for 
snrvica, pay any and all outst&DdiD& balances in full, aDd 
re-establish their security deposit before service will be 
rastored. 

(Sd\Hula 1()-2} 

-·-
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any caab ahort(all must be supplied by an alternate financing source. 

Q. Did aanaseaant address the probleas relating to collection 

of delinquent steam billa in a tiaaly manner? 

A. ~o. The problem as addressed in 1982 was an ongoing problem 

which an attentive management would have addressed in n more tiaely 

fashion. 

FINANCIAL REPORTING 

Q. Bow would Staff depict the general status of steam utility 

system financial reporting prior to mid-1982? 

A. Staff believes that the financial reporting efforts 

exhibited the same lack of management attention apparent in maintcuance 

aspects of steam utility system operations prior to 1982. 

Q. Why is it important to insure financial reports are as 

accurate and informative as possible? 

A. As Mr. Manciacina told steam utility system personnel in 

correspondence dated September 30, 1982, accurate and informative 

financial reports would provide a "more realistic picture cof our ste&JII 

situation." {Schedule ll) 

Q. What did KC!'t, do ill 1982 to iuure a acre realistic picture 

of steaa utility operations? 

vee aotdUi~ to ud.- ~ilU... njahlll ta _. _.tl.l.eli au.. Hltaa. ID 

~ia ~. tif:. ~~ UIUt>M tM Ml~ h---.. a\11 
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"''M tHthod of npo~Uq ateua uaqe, b1111B& acljuatuat and 
"u~oouated fo~" attua baa baea ca.pletely ~.vised oa paae 
40 of tha Hoatbly l':l.wmdal Operatiaa leport. Tbe aaw 
fo~t prOYi4aa aa accurate aeaaa of accouatiaa fo~ all the 
attua uaed each month. 

. . . 
[Tbeae] efforta, toaether with maay aewly t.pleMe~ted 
~&acillaey p'l:'oceduna. have aucceeded ia providing a 
defiaite iac~ease ia the p~ofitability of the steam 
buaiaess. 

(Oligschlaeger Schedule 4) 

Q. What are unbilled ateam sales? 

A. Unbilled steam sales represent an estimate of the Mlbs. of 

steam used by the customer in the period from his last meter-read date to 

the end of the financial reporting period. 

Q. Did previous reporting procedures and formatting provide 

accurate information to report users? 

A. No. Mr. Mandacina indicated in correspondence dated July 

Zl, 1982 that, "[tlhe present format does not provide a real indication of 

actual steam 'losses'." (Schedule 8-3) 

Also, in this regard, Mr. Mandacina indicated in a Juce 16, 1983 

correpondence to J. R. Miller of KCPL that: 

The attachf'.•i bar graph helps depict the continuous 
fluctuations in system losses. The Accountin& Department 
reporting aethod created scme of the probl ... , such as the 
Auguat 1981 Report which iadicated a total System Input of 
43 0 651 ~be but loss•• of 55,351 Mlbs! The reporting for 
January a1ld February. 1982 is also obvioualy i~curate. I 
believe this has beea remedied by the aew format ia the 
11101lthly fiuacial report, which -.. bepa uain& in Au&uat 
1982. 

(Schedule 12-1) 



A. Th~ lltCPl steu utility 1111111ta suHcn:ed from a lack of 

~~~nt ~tte~tiou in yeara prior to 1982. The lack of 111 compreheneive 

3 uintii!W\nee pro1r• resulted in high lctvde of steu losses and lost 

~ revenu111a. Without an ~daquate ateam metering maintenance prosram, the 

5 Comp~ny could not readily isolate and identify the source and magnitude of 

c the louu in order to mitigate their financutl impact, nor could the 

Company have formulated a plan of addressing these losses. 

8 The ~reas of billing and collection and financial reporting were 

9 affected by management's lack of attention to its steam utility system 

10 prior to 1982. Overall, the steps taken by management as described in 

11 this testimouy could and should have been undertaken years earlier. Once 

12 KCPL dedicated its efforts toward improving its maintenance procedures, 

13 improvements in the steam loss percentages followed closely. There is no 

14 reason, howeve:, why these efforts could not have been in place all along. 

15 All of the above factors impacted adversely the profitability of the steam 

16 business, part:f.cularly before 1982. 

17 

18 

10 

20 

Q. Does this conclude your direct test~ony? 

A. Yes, it does. 

21 
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25 
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