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AFFIDAVIT OF EDWARD A. TOOEY

STATE OF MISSOURI )
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COUNTY OF COLE )

Edward A. Tooey, of lawful age, on his ocath states: That he has
participated in the preparation of the attached written testimony and
attached appendices/schedules in question and answer form, consisting of __
pages of testimony to be presented in the above case, that the answers in
the attached written testimony were given by him; that he has knowiedge of
the matters set forth in such answers; and that such matters are true to
the best of his knowledge and belief.
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Edward A/ Tooey

Subscribed and sworn to before me this ng day of February, 1987.
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PREPARED TESTIMONY
OF
EDWARD A. TOOEY
RANSAS CITY POWER & LIGHT COMPANY
CASE XO. HO=86-139
Q. Please state your name and business address.
A, Edward A. Tooey, Kansas City, Missouri.
Q. By whom are you empluoyed and in what capacity?
A, 1 su employed by the Missouri Public Service Commission
(Cormisgsion) as a Regulatory Auditor.
G. Please describe your educational background.
A. T graduated from the Uuiversity of Missouri - Columbia in-
May, 1978, with a Bachelor of Science Degree in Business Administration,
with a Functional Major in Accounting.
Q. What has been the nature of your duties while in the employ
of this Commission?
A. I have, under the direction of the Chief Accountant, Utility
Division, assisted with audits and examinations of books and records of
utility companies operating within the State cf Missouri with regard to
proposed rate incresses and compliance with Commission orders.
Q. Have you previously filed testimomy before this Commission?
A. Yes. Schedule ! is s list of the cases in which I have
participated.
Q. With rvefersnce t¢ Case Neo. EO-86-13%, hsve veu zade an

: exanination of the bocks and vecords of Fumses City Power & Light {ompeny

> | {RCPL or Compsny) with regard to the proposss Tage imcTessa’

4. Yes. with the ssnistauce of other sesbers of 1he Caommiseics

Sealf.
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Edward 4. Tooey

Q. Wwhat is the purposa of your testimony?
A. My testiwony will address Kanmsas City Power & Light

QQQOIpaay'l steam utility system maintenance, particulevly as it relates to

steam wetering (both at the customer premises and at other points in the
distridbution system) as well as customer billing practices and finuncial
veporting of stesm utility system losses.

STEAM SYSTEM MAINTENANCE

Q. Did KCPL have an adequate utility steam system maintenance
program prior to 19827

A. No. Mr. Mandacina, Manager of Utility Steam Operatioms,
reported to A. J. Loyle (KCPL's President, Chairmen 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 "comprehensive maintenance program" for many years. (Oligschlaeger
Schedule 4-2)

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

A, Obviously RCPL's‘ steam utility operation derives its
revenues from delivering heat energy in the form of steam to the
customer’'s premises. Maintenance or a lack thereof directly impacts the
ability of the Cumpany to both deliver its product in an economic manner
and realize revenues from the delivery of that product. The failure to
effectively deliver the product amd the feilure to meter the full amount

of the delivery each have s definite “"cest” to the Company. Proper svatem

¥ saintenance both maximizes delivery (by minimizing svetlem stean losses)

and maximizes receipts of revemwe dellars from the predect actemally
delivered.
Q. Please defims stess lossss =od stesn loss geToentase.
-2 -




L

Prepared Teatimeny of
Edward A. Toosy

A, Steam losses vere defined by KCPL in its 1982 Long-Range
Scesm Heat Planning Study (Oligschlaeger Schedule 2-18) as the difference
between stesm sendout st the Grand Avenue Station and steam metered on the
| customer premises for billiung. The difference between steam sendout and
the total metered Mlbs. can be expressed either as an absolute number of
Mlbs. or as a perxcentage of total steam sendout.

Q. Did KCPL believe that reducing steam utility operations

systen losses was key to revitalizing the Downtown stesm heat system?

A. Yes. DNumerous documents obtained in a review of KCPL steam
10 || utilicy files develop the concept that a key indicator of the health of
11 |l che steam system was the steam loss (or "unaccounted for") percentages.
12 {| Reference tc many of these documents is contained in Staff witness

13 |l 0ligschlaeger's testimony. The earliest reference to loss percentages and
14 | a plan of attack tc address these losses dates from early 1982, 1In
15 || February, 1982, Mr. Mandacina, KCPL's then newly assigned Manager of
16 || utility Steam Operatiocus, reported tc the first Utility Steam Cperatioms
17 || *Board of Directors" meeting on what had been accomplished in the first
18 || two weeks of a "concentrated effort" to review Steam Operations. In
19 addressing Stesm Department losses, this conceuntrated review included
20 || 6rand Avenue Station aad desuperheating station metering, steam

2" |l transmission/distribution losses, and customer metering and usage.

22 || c0l1igschlaeger Schedule 13) In addition, steam utility system loss

percentage goals wera set and subsequently revised dowmward as the goals

were mat year dy year.

| Q. ©art 2re the csuses of stess icmses?

A. Genevslly the csuses of lcsses cen e stivibduted to stesm
metering, distridlution losses other then welwring, ond fimsscial
reporting. Stadf witossssz Cligsmhimssges, Bermeen and Felles address
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Prapered Testimouy of
Bdward 4. Tooey

overall steam lomses. This testimony addresses metering specifically se a

| contributer to overall steam lusses.

Q. How could you compare the "cost" tc the Company of steam
losses before steam reaches the customer premises to the "cost" to the
Company resulting from under-metering steam deliveries at the customer
prenise?

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 smount of revenues not billed. Stated
another way the "costs" are approximately $5.00 per Mlb. for distribution
system losses occurring before the customer premises versus approximately
$9-12 per Mlb. for deliverec but ummetered Mlbs, These are approximate
current figures.

0. How are you using the term "cost"” in the preceding
testimony?

A. The term Ycost" in this instance refers omnly to the
potential effect on Cowpany earnings of not addressing system losses. The
term as I am using it does not include corresponding costs such as capital
and maintenance expenditures which would likely be required to address
these system icsses. The $5 and $9-12 figures given represent referernce
points in determining whether the capital and mainterance expenditures
required to reduce system losses are cost-justified.

G. Did RCPL belisve that metering comtributed to excessive

| steam system losses?

2. Yez. In 2 docement dsted September 21, 1981, obtaimed in

response to $taff Deta Isformation Begmest Ne. 400 10iigech]




[¢/]

10
"
12
13
14
15
16
17
18

19

[ AR ]

Prepaxed Testimony of
Edward A, Tooey

%lﬁ). Leco Bovee of KCPL indicated, "[m)etering is a problem both at

§ customey and GAS {Grand Avenue Station]."

Also, the 1982 KCPL lLong~Range Steam Heat Planning Study

indicated the following in this regard:

System gsteam losses have increased substantially over the
past four years. Until 1978, losses (measured as the
difference between steam sendout at Grand Avenue and steam
metered on the customer premises for billing) generally
were between 102 and 20Z. In the last four years, losses
have steadily increased to between 30X and 40X, 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 mnot only steam
delivered to the éustomer premises, but also the Grand Avenue.Station
sendout and sendout from the two desuperheating plants?

A. Accurate netering is necessary tc emable the Company to
isolate as accurately as pcssible the source of steam losses; hemce, both
be in a position to identify the specific maintenance activities necessary
to correct the losses as well as the probable cost effectiveness 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 customer premises, the “return” om am expended maintenance dollar
may be less than if the losses were isclated and attributed to unmetered
usage by the customer. As discussed previcusly, the "cost™ to the Company

of lost steam is gemerally less 4f it cccurs other tham im the meterimg at

| the customet pramiscs. Additiomally, the ceost of idestifving and
§=caartttisg ineccurate peiels should be sigeificantly less them digging w
wnderground pipe im search of & knowm or asticipeced

lesk. This is moz ©o




10
11
12
13
14
15
16
17
18

19

fr‘%ﬁxié Teatimony of
&, Toosy

j undergrvound diseribucion aystem, only that accurate metering iz necessary
to prioritize waiotenance expenditures. Of course, if a steam leak causes

| damage to property, the "cost" of that leak to KCPL would be greater than

the approximate $5 per Mlb, as previously indicated and would enter into
any decision as to the priority of maintenance efforts.

Q. Have steam leaks caused property damage?

A. Yes. Notes of a September 16, 1986 Steam Department meeting
indicate that KCPFL has paid "numercus" damage claims from steam leaking
into buildings. Also, in 1984, leaking steam caused damage to
Southwestern Bell and Western Union underground cables. (Schedule 3-3)

Q. How did Mr. Mandacina view the importance of customer
premises meter reading and maintemance?

A. In correspondence to steam utility operations personnel
dated August 1, 1983, Mr. Mandacins asserted, "[t]otal revenue is a direct
function of proper meter reading and maintenance. If we are not
accurately billing the customer for what he uses, we will [lose] money.”
Also, he said, “remember, each Mlb lost represents a potential loss of
over $11.00 in revenue!" (Schedule 4=~1)

Q. Wwhat did the Company do toc increase the accuracy of its
stear metering?

A. Correspondence from Mr. Mandacina to Messrs. Doyle and

Miller, dated January ié4, 1983, indicated the following in this regard:

Although less than a year has elapsed since the emphesis
begon on the steam operaticns side of the Company, it now
sgems an sppropriate time to report what has been
accenplished, snd vhat yet needs to De achieved. The major
highliights of the steam renaisssuce are presented here.
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Prepaved Teatimony of
Edward A. Toocey

much more veliable amd accurate metering program. A daily
sonitoring end veporting of steam and condensate
transferred from Grand Avenue ([Station] into the system
begsn early in the year. These procedures will be refined
as needed. The installation of new |[replacement] flow
seter? in the two desuperheating statioms will provide a
weans to sectionalize the steam flow on the distribution
systen, and better analyze our lecss situation.

{Oligschlaeger 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, 1283, 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 1b. output steam lines," made possible by the new (replacement) meters
installed in both desuperheating stations. Mr. Mandacina also indicated:

The [computer-generated report] format is consistent with

the dailly report format used by the Grand Avenue Statiorn to

report steam and condensate sent to us. A simple MAPPEK

program will be needed to generate this report and track

the totals on a monthly basis. By maintairing 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

couparision with Grand Avenue information. This will allow

us to analyze our stesm distribution line losseas as we have

discussed for the last year.
(Schedule 5)

Aiso, Mr. Mandscine indicated im correspondence to Steam
Department personnsl dated September 22, 1983, that the metering on the
Number 1 heat line from Gramd Avenue Statiom was mot reliable and that it
would be replaced by November 1983. (Schedule 6-2)

Q. “hat did the Company do to exhance melsring of stesm usage

1 at the cuastomer premises?

A. In Tedrsary. %81, the Compeny idestified 2 list of 32
contomeTs vhese 1981 steam ueage Indiceted potential szees losses wele
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Bdward A. Tooey

oecurring and that fucther iuvestigation would be warranted. (Schedule
2=1)

In addition, Mr. Mandacina indicated in correspondence to Steam
Department personnel dated July 21, 1982, that the Steam Dapartment would
schedule by August 20, 1962, the overhaul of all condensate meters on a
tvo-year cycle and that formal maintenance, recordkeeping and reporting
schedules would be established. (Schedule 8-4)

Also, in correspondence to F. L. Branca (Manager, System
Planning Adninistration), dated September 1, 1982, Mr. Mandacina reported
that in addition to month-end steam meter readings, the meter readers
would inspect customer facilities for possible steam leaks. To deter
condensate diversions, the meter readers would &lso read the meters
gometime in the middle of each month on a staggered basis. Mr. Mandacina
also reported at this time that:

The facilities cf the customers who use steam all year have

been inspected. At least 15 locations have been identified

to have condensate leaks, diversions or faulty meters.

Thess problems will be fixed by the heating season, and

could represent as much as 15,000 M 1bs per year.

(Schedule 7-1)
Q. What are “condensate diversions” and what are their effects?
A. 48 the energy from delivered steam is released into the

customer premises, the steam condenses from a gas to a liquid state. The

volume of the liguid (econdersate) is measured by the condensate meter

i after it has passed through the customers’ hesting system. Aay diversios

. {uninteationsl or otherwise) of the condemsste before it is metered would
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A. Yea. Schedule 9 showe the reported level of maintenance

| related to weters and services (Account 414-644). As can be seen, there
%%vas a sigoificant xiee in these maintenance expenditures during 1982 and
t;l§$3 frem esrlier levels, The increased emphasis on meter maintenance was

| reflected in reported snnval steam loss percentages as reflected in

Schedule l=4 of Staff witness Fuller's testimony.

BILLING AND COLLECTION

Q. Did Staff obtain documentation which indicates a lack of
management attention to the steam utility system in the area of billing
and collections in years prior to 19827

A, Yes. A lack of management attention wze epparent in the
area of billing and collection for steem usage. Prior to 1982 there was
no eifective set of procedures to enforce collection of delinquent or
partially paid steam bills.

In correspondence dated July 9, 1982, H. E. Johmson, KCPL's
Manager of C{redit and Collection, wrote to L. C. Rasmussen
(Vice-President, Corporate Planning and Chief Finarcial Officer) that with
the "inception of seasonazl steam customers [custcomers who use steam for
space heating purposes omlyl, there has always been the problem of keeping
steam customers current on their bills during the summer months.™
(Schedule iO-Z) According to Mr. Johnsom, the problem occurred when
gervice was shut off in Mey of each year snd was not needed agaim entil
the following September or October.

¥r. Johmson further imdicsted:

izh  the saxvice alresdy shut-off, the Credit and
{ellection Jepertment does met beve the waual kmt&ge @ﬁ

talling the cestomer be mmet pey andier =abe
a7 bis service will be 4% sscted.

Those customess wie de met per loow thes, ﬁ&amm
nethivg ferthes cep be Jdeme o= vhe s 2 saxil € s

- § w
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Bdward A, Tooay

or October. Therefore, these customers [do not respond to]

our telephone calls and personal visits . . . and do not

pay uncil the fall,

A further complication has been thess seasonal setean

cugtomers knowing our past pratices start in February or

March each year and do not pay the full amount on their

billas. This action has caused the amount that KCPL carries

through the summer wmonths to increase even greater.
{Schedule 10--2)

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

A, Yes. Mr. Johnson stated, "We in the Credit and Collection
Department have reviewed this dilemma, and we believe we have a solution
to this problem." (Schedule 10)

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

A. A new procedure for cutting off steam accounts was developed
and utilized by KCPL. This procedure would be invoked if normal
collection procedures feiled. It invelves sending a form letter to the
customer which advises him that 1f his account remains unpaid after s
specific number cf days, hias acccunt will be closed and a final bili
issued. Also, according to Mr. Johnson:

Any depoairs, bonds, or financial guarantees will be

forfeited and appropriate action taken to collect on same.

If this becomes necessary, iIn order to have service

restored, [the] customer will be required to re-apply for

service, pay asny and all ocutstandipng balances in full, and
ra-establish their security deposit before service will be

Testored.

[Original emphasis.}

|| (Schedula 10-2}

Q. Wby iz it foportant for a company to collect its revemues on

&. Proper cssh sanagement Jdictates thal Tevemaes aTe oollected
am&itﬁm}sum&m The compenr fecuTs costs io providisg izs
- 3 -
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é stesm sarvice for which its vendors expect timely payment. When payment
é,to cover these coste is not received from the customer on & timely basis,
E any cash short{all must be supplied by an alternate financing source.

Q. Did management addrees the problems relating to collection
of delinquent steam bills in a timely manner?

A. No. The problem as addressed in 1982 was an ongoing problem

vhich an attentive management would have addressed in 2 more timely

8 || fashion.
ol FINANCIAL REPORTING
10 Q. How would Staff depict the general status of steam utility

11 | system financial reporting prior to mid-1982?

12 A. Staff believes that the financial reporting efforts
13 |l exhibited the same lack of management attention apparent in maintenance
14 || aspects of steam utility system operations prior to 1982.

15 Q. Why is it important to insure rinancial reports are as
16 || accurate and informative as possible?

17 A. As Mr. Mandacina told steam utility system personmnel in
18 correspondence dated September 30, 1982, accurate and informative
19 |l tinancial reports would provide a "more realistic picture of our steam
20 || sicuation.” {Schedule 11)

21 Q. What did KCPL do in 1982 to imsure a more realistic picture

22 || of steam utility opsrations?

A. The Company tock steps teo moTe accurately identify and

| account for Company-use stesm, Also, the ¥onthly Operating Report format
was nodified to include dilisg sdjustments snd wobilled steam sales. Ip
thia vegaxd, ¥Nr. ¥andscirs vepeovrted ke followirg to Hessts. Devie and
Hiller iz correspondience dated Jemeary 14, 1983:
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The methed of reporting stesm usage, billing adjustment and
"unaccounted fox" steam has been completely revised on page
40 of the Momthly Financial Operating Repoxt. The new
format provides an accurate means of accounting for all the
ateam uged each wmoath.

{These] efforts, together with many newly implementad
aneillary procedures, have succeeded in providing a
definite 1increase 1in the profitability of the steam

business.
(0ligschlaeger Schedule 4)
° Q. What are unbilled steam sales?
10 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
1
) the end of the financial reporting period.
1
" Q. Did previous reporting procedures and formatting provide
" accurate information to report users?
15 A. VNo. Mr. Mandacina indicated in correspondence dated July
" 21, 1982 that, "[t]he present format does not prcvide a real indication of
- actual steam 'losses'."™ (Schedule §-3)
18 Also, in this regard, Mr. Mandacina indicated in a Jure 16, 1983
19 correpondence to J. R. Miller of KCPL that:
The attached bar graph helps depict the continuous
20 fluctuations in svetem losses. The Accounting Department
reporting method created scme of the problems, such as the
21 August 1931 Report which indicated a total System Input of
43,651 Mlbs but losses of 55,351 Mlbs! The reporting for
22 January and February, 1982 is also obviocusly inaccurate. I
believe this has deen remedied by the new format in the
23 aonthly fivancial report, which we began using in August
1982,
24
(Schedule 12-1)

COSCLUSICES
Q. What ooclusices bave you vesched a5 2 ressit of your

| savestigation?




Prepaved Testimony of
Edward 4. Teosy

4. The RCPL stesm utility system suffered from & lack of

management attention in years prior to 1982, The lack of a comprehensive

3 ; Baintenance program resulted in high levels of steam losses end lost

4 | revenuea. Wichout ap adequate steam metering maintenence program, the
§ || Company could not veadily isolate and identify the source and magnitude of
& || the losses in order to mitigate their financisl impact, nor could the

7 || Company have formulated a plan of addressing these losses.

8 The sreas of billing and collection and financial reporting were

¢ || affected by management's lack of attentiom 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 |l A1l of the zbove factors impacted adversely the profitability of the steam

16 || business, particularly before 1982.

17 Q. TDoes this conclude your direct testimony?
18 A, Yes, it does.

19

20
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