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PREPARED TESTIMONY
OF
ELIZABETR A. BRANDEL
KANSAS CITY POWER & LIGHT COMPANY
CASE NO. HO-86-139

Q. Please state your name and business address.

A. Elizabeth A. Brandel, U;iversity Towers II, 700 East Eighth
Street, Kansas City, MO 64106.

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

A. 1 am employed by the Missouri Public Service Comsmissiom
(Commission) as a Regulatory Auditor.

Q. Please describe your educational background.

A. I attended Pittsburg State University im Fittsburg, Xansas
and received a Bachelor of Business Admimistratiom with & =sjor in
Accounting in May, 1985, Im May of 1§Sé. I received a Master of Business
Agministretion with a major in Accountimg from Pittsburg State University.

Q. Please describe the nature of veur Jdutise vhile empioved

| with the Cosmissicnm.

4., 1 bave, under the directies of 2he (hiefl Scowwntant, Ueiliny

Pivisicon. sssisted with the awiit snd esanl

fon of the books &ad Tecerds

ef wtiliey esmg




Prepared Testiwmony of
Elizabeth A. Braudel

1 A, Yes, with the asaistance of other members of the Commission
2 |l staff.

3 Q. Please describe your areas of responsibility in this case.
4 A, My principle areas of responsibility in this case have been
5 | cash working capital, material and supplies--other than fuel, prepayments,
6 || and payroll and payroll-related adjustments. I em also respornsible for

7 || the appropri;te level of rate case expense to be included in the

8 |j determination of the revenue requirement in this case.

Q Q. What Accounting Schedules and Adjustments are you

10 || sponsoring?

11 A. I am sponsoring Accounting Schedules §, 9, li-1 amd 11-2
12 || and Adjustments S-3.1, S§-4.1, S-5.1, S-6.1, S-7.1 through §-7.9, S-9.3,
13 || and S-9.4,

14 Q. How did Staff determine the amount of cash working capital
15 |j to include as part of steam utility rate base?

16 A. Staff determined the level of cash working capitel by

17

utilizing a lead/lag study.
G. I the methodology which vou &plores in derivisg cash

| working capitsl comsistemt with thac utilized by the Staff fa past rate




10

11

13
14
18
16
17

18

19 |l capital fumds they provide?

Prepared Testimony of
Elizabeth A. Brandel

A. Yes, starting with Kansas City Power and Light Company (KCPL
or Company) Rate Case No. ER-78-252 and in every successive KCPL rate
case, Staff has utilized the same lead/lag methcdology. These rates cases
are Case Nos. ER-80-48, HR-81-15, ER~-§1-42, ER-82-66, HR-82-67, ER-83-49
and ER-85-128.

Q. What is cash working capital?

A. Cash working capital is the amount of cash necessary for a
utility to pay the day to day expenses incurred in providing services to
the ratepayers.

Q. What are the sources of cash working capitai?

A. The ratepayer and the investor are the sources of cash
working capital. '

0. How does the investor supply cash working capital?

A. ¥%hen the Companv spends cash to pay {ar sn expeuse before
the cash is provided by the ratepayer, the cash sust be provided by the
investor. This cash represents a2 portics of the investors® total
investmant in the Company.

Q. How are the irvesfors compenssted for the cash workisg

&. Cash wveghisg cepital is imcinded iz rate Dawe wbich provides

ey & Teturn ou tha imwestews’

§. How de Tadamayers =




h W N

(o N ¢ )]

10
11
12
13

15
16
17
18
19

portion of the level of cash werhisg capizal datersimed By the
m'ammmgmm. B-03-118 2ad B0-85-183. These

Prepared Testimony of
Elizabath A. Brandel

A. The ratepayers are compensated for the cash working capital
they provide by having the cash working capital component of rate base
reduced by the amount of funds they provide.

Q. What is the purpose of a lead/lag study?

A. A lead/lag study determines the amount of funds that are
necessary on a. day to day basis in order for the Company to provide
service to the ratepayers. A lead/lag study also determines who supplies
thogse funds. A negative cash working capital raquirement indicates that
the ratepayer provided the cash working capitsl in the aggregate during
the test period. A positive cash working capital requirement indicates
that the investor provided the cash working capitsl in the aggregate
during the test peried.

G. Please describe the approach takem by Staff to perform its
lead/lag study for this case, Case No. HO-86-139.

A. To determine the cash working capital ameunt which directly
relates to steam operaticms, Staff calculated specific lags. For the cash
vorking capital requirement for the Company’s electric cperations which is
allocated to stesm cperatices ("Indirect CHC™), %taff used an allocated
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Prepared Testimony of
Elizabeth A. Brandel

A. Accounting Schedule 11-1 1s Staff's calculation of direct

Cash Working Capital relating to the cash working capital requirement

directly assigned to KCPL's steam utility operatioms.

Q. Please explain the various "lags" used in the Staff lead/leg

study to calculate cash working capitsal.

A. There are two major lags used by Staff to calculate the cash

working capital requirement:

Revenue Lag -

Expense lag -

Q. Are there say subeoa

4. Tes, there sve. They sve dali

This lag measurzs the amount of time
between the provision of service by
the Company and the receipt of the
payment for that service from the
ratepayers.

This lag measures the awmount of time
between the receipt of goods or
services by the Company, and the
paveent (by the Company! of these
expenses incurred {n providisg
ssrvice to the rateparers.

¢ lags thaz sabe up the vevenue
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Prepared Teatimony of
Elizabeth A. Brandel

Billing Lag - This is the period of time incurred
between the end of the last day of a
service period and the day the bill
is placed in the ma{l by the Company.

Collection lag - This is the pericd of time incurred
between the day & bill is placed in
the mail by the Compsny and the day
the Company collects payment f{rom the
ratepayer for services rendered.

Q. How does the Stufffs lead/lag study determine the smount of
cash working capital provided by the investor and the ratepayer?

A. The Staff's lead/lag study compares the reveace lsg to the
expense lag for the expenses incurred by the Cospany to provide service to
the ratepaver on a dav to day basis. When the Compeny must pay for am
expeuse before the funds (revemues) are provided by the ratepayer, cash

working capital must be provided by the iovestor. When the ratepayer

| provides funds (revenues) befors the Company swet pey¥ fer z» axpense, the
ratepayer has provided the cash working capital which is svailable for

Company's use.

Accoumting Schedule il-1 shows the Stali’s caleulstiss of the
g b the 3tali o bave &
talwm &
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Trepered Teatimeony of
Elizabeth A. Braandel

1 || the ratepayer before the Company must pay for am expense., The ratepayer

2 |l provided the cash working capital in this instance.

3 In this case, Staff's study shows that the cash working capital
4 |l provided by the ratepayer exceeded the amount provided by the investor.

5 || Therefore, Staff has reduced the working capital compopent in the steam

6 | utility rate base in order to reflect the amount of cash working capital

7 )i provided by the ratepayer. 1In this way, the ratepayer 1s compensated for
8 i| providing funds to the Company "up front".

9 Q. Please explain in detail how the revenue isgs were

10 {| determined as shown on Accounting Schedule 1l-1.

" A, Staff utilized two revenue lags in the calculation cf(its
12 {l cash working capitsal compoment to rate base. The xzeverue lag of 37.75
13 |t davs associated with lines 1-16 was calculated using an anslysis cf steam
14 || utility customers’ accounts. The revenue lag shown o lines 17-18 for
15 || gross receipts taxes (GRT) is the collection lag of 17.58 davs which was
16 || computed as a component of the steam utility customers’® reveswse lag.

17 Q. Why is Staff using s differsnt revenue lag fer GBT them it

18 || is using for all other expemse items on Accowmting Schedule il1-1?

1Q A. Szaff iz not using a diffevemt reverse lag fer GRT et is
Q0 |l vsing the collectios lag of 17.58 davs. The cellaction lag is 2 om

2 lag. The collection lag as tde basis far

£

8 ¥ 8%
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Elizabeth A. Braandel

A. Yes. The usage lag as used ian this cash working capital
study was 15.21 days. It was derived by taking 365 days in the year,
dividing by 12 months and then dividing the result by 2.

The billing lag was determined to be &4.56 days. From
information Company supplied to Staff in response to Staff Data
Information Request No. 423 (attached as Schedule 1), Staff determined
that it took 4.96 working days on the average to process a bill. The lag
of 4.96 days includes weekends and holidays, as the average was calculated
from actual meter reading amd billing dates prcvi&ed in response to Staff
Data Information Request No. 423,

The collection lag was computed te be 17.38 days. It was
derived by using an anslysis of steam utility customers’ accounts. Staff
used a ssaple of 12 steam utility customers, which togather vepresent
spproximately 872 of thirteen wouths of totel stesm utility revenues
(August, 1985 to August, 1986) and snslyzed thelr paymeat pattarms over

the aforementicped thirteen wmonths o calosiste the collection lag of

Il 17.58 days.

Q. Will vou plesse explain S2aff’z cslculaticn of sach expense

lag sppeavisg en Accoumtisg Schedule [1-17

& Vam i U
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Frepared Testimony of
Elizabeth A. Brandel

A, Paid Absence - Vacation represents KCPL's vacation
1iagbility, KCPL currecntly records estimated expenses related to its
future liability for vacations earned by non-management employees.
Because non-mansgement employee vacations can be earned in one time period
but not taken until later periods, it is necessary to reflect the cost of
vacations earned currently in expense by accruing estimated vacation
1liabilities.

Q. Does the ratepayer pay rates which include the costs of
estimated future vacation payments earned currently?

A. Yes, the accrued expense for future vacation psyments for
non-management employees is currently included iz cost of service. The
Company enjoys the use of accrued vacation awounts from the time they are
recelved from the ratepayers (recorded as expense) until the azmcunts are
actually paid to non-msnagement employees as vsacaticm wages. This is
generally in a2 later time period.

Q. How did Staff calculate the averege pericd of time that
elapses between the scecrual of future vecstics costs and the acgusl
peyment of these costs as represested by the lag for Paid Adsence -
Vaecation (Accousting Schedule Il-1l, lise I. colasme 33T

&. This lag was develeped by f23ff {2 Case ¥s. B-83%-138,
ted by usisg
$talf %o
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Prepered Testimouny of
Elizabeth A. Brandel

Company unon-management employees took vacation 211.81 days from the
beginning of the yesr. The two lags were added together to arrive at
394.31 lag days for non-mansgement employees. This lag was then
composited with the vacation lag of 43.21 days for management employees to
arrive at the composite lag days of 260.24 days as shown on line 2, column
D of Accounting Schedule li~l. The lag days for msnagement employees is
less than the expense lag for non-management employees because management
employees can take vacation in the same year ir which it is accrued. Due
to the flexible benefits plan for management employees, implemented by
KCPL in January, 1984, msnagement employess no longer msst accrue vacation
in the current year to be eligible to take vacation in the following year.
Instead, management employees can accrue their vacatiou in the year they
take it, The 43.21 lag days was calculated by tsking the actual vacaztion
dollars paid in 1984 and weighting them monthly te the mid-poimt of 1984,
Staff assumed that management employees accrusd vacatiom evenly thromghout
1984.

Q. Plesse explein lime 3 on Accousatiag Schedule 11-1, demeted
as Paid Adbsences - Deferred Vacation 1%86.

4. Paid Abssuces —~ Daferred Vecatiss 1584 pepresents the smoust

| of vacstien that RCFL empleoyess, Dotk sscagement &d oom-wsnag

|| defarred during 1986 to take at seme poist in the fumure.

¢- Flesas evplals whet i3 ssemt by defesred weaties
4. Deferred matice acinier Uhe semst of ventice wareed Bt

e Wiee v seapeeest eploaes 2 0 oTes TeEr s el e e

seoent of wscatisn wacued & e

= year Uy se
It =R e b e ool e, e om
L BN

2. Bieam de

'y




Prepared Testimony of
Elizabaeth A. Brandel

1 A, Line 11 on Accounting Schedule ll-1, entitled Paid Absences

- Deferred Vacation'prcviouu 1986, refers to vacation KCPL employess

)]

3 || deferred in years prior to 1986 to take at some point in the future.

4 Q. VWhy has Staff included the cumulative balance of deferred
S || vacation prior to 1986 as a part of its lead/lag study?

6 A. The cumulative balance of deferred vacation prior to 1986

7 || contains cost of service expenses paid by the ratepayers in previous

8 || years. -The Company has use of these ratepayer provided funde until the
9 || employees take their deferred vacation.

10 Because the dollars in the cumulative balance of pre-1986

11 || deferred vacation do not represent current 198§ cash axpenses, no expense
12 || or revenue lag days have been applied to this balance. Notwithstanding
13 |l the fact that no expense or revenue lag days are appiisd, these dollars
14 || are properly included in the cash working capital schedule as an offset to

15 || rate base because the Company has the use of these ratepayer supplied

16 [} funds untii the deferred vacaticn is sctuslly tekesn dy the Company's

17 5..91°y‘..

18 Q. Would you plesse explsis Federsl Witkboldimge an shows on

19 3 line & of Accounting Schedule 11-1°

4. Yes. Lise & oo Accesstisg Schedsle 1i-1 relstes to Federal

 Withheoldinge. These ave mownts witiiald fron o o lovee’s wages fer
dtag Texes sod FICA Jesploves’s share saly). The Fedevsl
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Prepared Testimony of
Elizabeth A. Brandel

Q. How was the Net Payroll lag deterwined?

A. TFor this case, Staff used the same lag that was developed by
Staff in Case No. ER-85-128. Staff determined the time-lapse between the
average date that the Company's employees earned payrcll by providing
service to the Company and the date that they were paid by the Company.
To calculate this time lapse Staff took the three classes of employees,
i.e. monthly, semi-monthly and bi-weekly, and computed a lag for each
employee group. The results were weighted together to arrive at the Net
Payroll lag as shown in Columm D, line 5, Accounting Schedule il-1,

Q. Please explain line 6, Paid Absence - Other, appearing on
Accounting Schedule ll-1.

A, Paid Absence - Other relates to paid absences due to
holidays, sick leave, jury duty and any other paid absence with the
exception of Paid Absences - Vacatioms, which was previously discussed.

Q. Why was Paid Abgence - Other separsted from Paid Absence -
Vacatiou?

A. Paid Adbsences was broken oul between Paid Adsences - Other

| and Paid Absences - Vacatioms becssse they have differeat exyenss lags.

Q. Bow did Staff celculete the lsz dawvs fovr Paid ddeance ~

Other as it sppests on lise &, Colmwm ¥, &ccountiss Sehedule (1-17

4. %Szedl sememad that the lag dere spsecieted with Peld
s ~ Othee had e same lag as Set Ferrell., This {2 reilected o=
live &, Colum 2, &
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Prepared Testimony of
Elizgbeth A. Brandel

Staff assumed that the receipt of the gas is represented by the midpoint
of the service period.

Q. What other fuel lags were computed pertaining to steam heat
operationa?

A. Staff has utilized the oil expense lag at Grand Avenue
Station developed by Staff in Case No. ER-85-128, The Company has not
burned oil at Grand Avenue Station since November, 1985. However, a level
of o1l is maintained at Grand Avenue for testing and training purposes, as
explained in the prefiled direct testimony of Staff witness Gary A.
Kuensting. Thus, the historical oil expense lag is used in this case to
properly reflect the use of oil at Grand Avecue Statioz. This is showm on
line 7 of Accounting Schedule [I-1.

Q. Please define cash vouchers.

A. Cash vouchers include all cperztiag and maintenznce expeuses
other than those amalyzed separately by Staff in tha lezd/lag study.

Staff studied the large dollar items thet cam be examived and which Staff

| can separately amsualize om ar individual basis. These items include
18 i, payroll asd fuel expenses, which have Seer discussed previously. ALl

| other operstisg apd maintemsmce expenses which require &a cetlsy of cash




Prepared Testimony of
Elizabeth A. Brandel

1 || lag was weighted based on the amount of the payment. Through thie
detailed cash voucher study, Staff computed a 37.71 day lag.
Q. Please define the term cash working capital requirement as

it appears on Accounting Schedule 11-1, line 12,

N bW N

A. The cash working capital requirement summarizes the

6 || relationship between the revenue lag and the expense lag for the Company;s
7 || annualized operating and maintenance expenses as determined by the Staff.
8 || Since the cash working capital requirement shown on Accounting Schedule
@ | 11-1, line 12, Column G, is a negative number, it represents cash that
10 (| must be pfov:lded by the ratepayer. This indicates that the Company
11 || receives revenues relating to this amount of orerating &and_ maintenance
12 || expense prior to paying for the expense.

13 Q. Please explain the expense lag for Accrued Interest on Debt
14 || vhich 15 showm on line 13, Columm D, on Accounting Schedule 1ll-1.

18 A. This lag was developed by Staff ia Case Ros. ER-85-128 and

16 || EC-85-185, and was also used for this case. The expense lsg for interest

17 || expense was quantified by determining the midpoint of the paried for which
18 |i the interest payment spplies and the relesse of cash 52 the time of the

9 | interest psyment date, based om the dedt cuistandisg for the twelve months
20 | ending December 31, 1984,

'y C. Wby is it spprepTiste o offeat e cash verkieg capital

se iag seeociated with the peavmest

Saais & Y Cepes. e 5 e o ot T Gl 3
- U -
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Elizabeth A. Brandel

ratepayer. The Company has the use of these funds, for vhatever purpose
it so desires, for a period of time before passing them on to the
bondholders. These are ratepayer-supplied funds and the net expense lag
associated with them should be an offset to the cash working capital
component to rate base.

Q. Please describe the Income Tax laé days as shown on line 14,
Column D on Accounting Schedule 11-1.

A. This couponent of rate base relates to Federzl and Missouri
income taxes, as well as the Kansas City Esrnings Taxes currently payable
by the Company. Staff derived 2 lag of 77.23 days by compositing these
lags. This methodology was developed by Staff in Case No. ER-85-128.

Q. Referring now to line 15 of Accounting Schedule ll~1, please
discuss Taxes Other Than Income, Property and Gress Receipts.

A. Included in the Taxes Other Than Income, Froperty and Gross
Receipts are the employer's portion of FITA and Uremplovment Compensation
Taxes levied by the state and federal govermmests. Also included in this

line item are the state capital stock temes. 3Staff comguted a lag for

| Federal and State Unemploymesnt Compemsation Taxes for Case ¥o. ER-85-128,
| using the ssme lag for the FICA emplover's shave as Staff computed for the
iéﬁl¥leyass‘ share (as shown op lims & of dccowstisg Schadale 11-1). Staff
| aleo computed & lag for state capital steck temes for Case No. ER-85-138.

These lags vave alsc ssed for this cass. %ialf thes weighted the lage
assoviated with esch of chess thoes tamer and duriend & cospesite lag of
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Elizabeth A. Brandel

the period to which thu tax payment applies and the payment due date. The

same lag was used for this case.

Q. How were the 4% and 6% Missouri Gross Receipts Tax lags
calculated as they appear om line 18 on Accounting Schedule 11-1?

A. These lags were calculated by Staif in Case No. ER-85-128,
comparing actual paymeﬁt dates to actual periods of time that GRT are
collected from the ratepayer. The expense lags measure the time period
between the date KCPL mails the steam utility biils to its customers and
the date KCPL receives the payments.

Q. When are GRT collected from the ratepayer?

A. GRT are collected monthly from the ratepeyers as a
percentage added on to their steam utility heat bills.

Q. When does the Company remit the 4% GRT to the taxing

authorities?

A. The payment dates are the 30th day of sach =momth.

¢. Wwhat is the basis for the lag showm on lime 17, Columm D,

.l Accounting Schedule 11-17

é‘clsysqm betwesn the Dilling of GRY and the sebsegueat peymest to the Ciev.
| 1t veflects the fact thet esch momthly paymest of GFT is dased upom OXI

A. This lsg Tepresents the weighted sverage leagth of time that

N EY § ¥
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Elizabeth A, Brandel

1 A. This lag represents the weighted average length of time that
2 | elapses betwasen the billing of the 6% GRT and the subsequent payment to
3 || the City. All 6% GRT quarterly payments are basad upon the preceding

4 || three month's GRT billings. It reflects the fact that the paymeant on
5 |l January 30 in a given year is based upon GRT billed to cugtomers in

6 || October, November, and December of the prior year.

7 Q. Will you briefly summarize the results of Staff's lead/lag
8 || atudy?
9 A. Yes. After the difference between the revenue lag and

10 || expense lag for each item in the study has bszan calculated, this number is
11 || weighted based on the annualized or normslized level of expense for that
12 |l item. The individual calculations, when totaled, result in the total Net
'3 || Retepayer Supplied Fumds as shown on iine 20, Coluem G, Accounting

14 | Schedule 11, snd illustrates, im this cass, the excess of cash workimg
15 i capital supplied by the ratepayer over the asmcunt supplied by the

6 || investor. Therefore, the cash workimg capital comporent is subtrected
7 || éxom rate base to coupensate the ratepever for the use of his or her

8 || funds.

19 Q. Ware the ssme primciples sad ae

to devalep the indirect Cash Werkisg Capiual

' || Accounting Schedmle 1137

Yes.

&,




10
1"
12
13
14
15

16

17

porticn of tha slectric prepaymesnts, as disc

Prepared Testimony of
Elizabeth A. Brandel

A. Staff used the last known balance of Grand Avenue Station
Materials and Supplies (M&S) in Accounting Schednle 8. A study of
historical M&S balances showed that this rate base item has a declining
trend. Additionally, cost-cutting measures implemented May 6, 1986 by the
Company's Board of Directors call for further reductions in M&S inventory
balances. This is discussed in the Fiscal Recovery Plus program, an
excerpt of which is attached as Schedule 2. Added to this amount is an
allocated portion of the elactric M&S, as diecussed in the prefiled direct
testimony of Staff witness Kuensting.

Q. Please explain Staff's amount of steam heal prepayments as
shown in Accounting Schedule 9.

A, Staff used a thirteen wmonth averasge Dbecauvse of the
fluctuating nature of the prepayments accounts throughout the yesr. By
using a thirteen month average, the fluctuating balances are smoothed ocut.
These amounts are sllocated to stesm heat from total Compeany amocunts based
on the mature of each account. TFor example, sute i{ssurusce iz slloceted

besed on trameportation eguipment. Added 2o 2Zhisz amtwmt iz am alloceted

ed in the prefliled dimect

| testimeey of Staff witvess Huesatisg.

0.1, 843, 80,10,
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Prepared Testimony of
Elizabeth A. Brandel

distribution, customer accounts, and administrative and general categories
of steam utility heat expense.

Q. Please explain Staff's payroll emnualization.

A. Staff's payroll annualization is based on the direct utility
steam employee levels, which includes Grand Avenue Station and the Steam
Department. This method reflects direct steam heet payroll and a
percentage of Total Company Administrative aud General (A&G) expenses
allocated to steam.

Q. What time period was used to calculate Staff's payroll
annualization?

A. Staff's steam utility payrell somualization is based on the
most recent pay periods by emplovee category. Tke pay rates in effect at
December 31, 1986 and annualized emplovee levels ware usad to arnnualize
payroll.

Q. Why did Staff not uee tes: vesr emplovee lavels?

A. The test year used by KCPL in this case iz the calendar vear

ending December 31, 1985 updated through Decemder 31, 1986 for krowm and

h Octeber of 1983, Grend

é;Axtasn Sgaties wee used for betd elscivic and stess prodecticon, snd thus

the esploves leval st Grend Avenme wis mmeh !
seriste for the curvent stesm-wmly Srend vemae &
3 $llestivetes The o

2. e wmplowes lovele s weel o 2
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Elizabeth A. Brandel

Steff Data Information Request No. 484 (attached as Schedules 4 and 5,
respectively). Staff “elieves that the smployee levels it 1s using are a
valid representation of the levels necessary for steam utility operation.
Staff has not yet received & response to a data information requcst'
concerning the allocation of labor hours to utility steam heat operations
for employees at Grani Avenue Station. When the respomse to this data
information request is received, the amount of Steff's payroll
annualization may change.

Q. Are there any other amounts included in Staff's payroll
annualization?

A. Yes. Also included in the payroll srnuslization are
portions of those salaries which can be directly traced as chargesble to
steam utility operatioms.

Q. Has Staff included any wage incresses for bargeaining units
in its payroll somualization?

A. Yes. For Union Local 412 (Crand Asvenws Station) the most
current wage incresss of 4% is imcluded. ¥ox locai Usion ¥o. 1464 (Stesm
Department), oo wage incresse iz included.

Q. Plesse explais why no wege incresses is imcimded for lecal
1464,

&, leocsl TUsiew 1464 sd BT Ddewve s9t Bad & oollsctiss
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|
A, Staff derived its adjustment to payroll expense by
subtracting the test vear per book level of gross payroll for steam
utility heat from Staff's annualized steam heat payxoll.
Q. Please define the term "slippagd".
A. As defined by the Company, “slippage” occurs when:
with a static work force, the loss of experienced personnel
through retirement, termination, death, etc. and the
acquisition of new personnel tends to lower the rise in the
average rate of pay for the entire group. In ar expanding
work force, addition of personnel of emntry level positions
also tends to lower the rise in sverage pay. Conversely,

in a contracting work force, a reducticn in the less
experienced personnel tends to increase the rise in average

pay.
(See Schedule 6)
Q. Has Staff included an adjustment for slippage in this case?
A. No. Due to the relatively small size of KCPL's utility
steam heat operatioms, a slippage adjustmeant would be immaterial. The
electric dollars allocated to stesm from the Cass Xo. EO-85-185 order

reflect a slippage adjustment. The direct stesm payroll ascnuslizatics

| does mot. Staff reserves the right to meke this sdiuetment for future

| Tate cases.

Q. FRow ave Jdministzative and Geseral expenses allecsted to

:stcu; wtilicy heat opavatiens?




Prepaved Teetimony of
Elizabeth A. Brandel

1 | electricity at Grand Aveuue, 1s discussed in the prefiled direct testimony

2 | of Staff witness Kuensting.

3 Q. Please explain Accounting Adjustment S$-7.3,

4 A, The purpose of Accounting Adjustment S~7.3 is to remove the
5 || Adminigtrative Expense Transfer-Debit, which is simply KCPL's allocated
6 || portion of A&G to support steam operations.

7 Q. VWhy was this adjustment made?

8 A, The Administrative Expenses Transfer-Debit is KCPL's

@ || allocated portion of A&G to support steam utility operations. It is
10 || adjusted by the Staff to reverse this expense soc theat Staff can then

11 || allocate a portion of "direct" A&G to utility steam operations using its

12 || basis.

13 Q. Please explain Accounting Adjustments S-7.4, $~7.5, and
14 || s-7.9.

15 A. Accounting Adjustments S=7.5, S-7.5, and $-7.9¢ s&re made to

16 || annualize the "direct" portion of stesm utility ASG. which represeats the

17 || ASG expense for support of stesm utility Beat operstione. This includes

18 | ASG Salaries, Injuries sad Dameges. and MNasimlenaste of Geweral Plamt,

19 || respectively.
20 | Q. Plesse sxplaip ferther the AE spport fox sleem wtilicy
2% | opevatices.

2 A. The smeselizeties of stsem 311licy 460 represssis these AG
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Q. What bases were used by Staff to allocate "direct" A&G ¢>
steam operations?

A. ASG Salaries as well as Injuries and Danages were charged to
stean based on the ratio of steam utility operations collective bargaining
unit employees to Total Company collective bargaining unit employees.
Maintenance of Genersl Plant was charged to steam operations based on the
ratio of steam utility plant in service to Total Company plant in service
at December 31, 1986,

Q. Please explain Accounting Adjustmant $-7.2. -

A. The purpose of Accounting Adjustment S~7.2 is to remove from
expense Interdepartmental Rents, which is composed of Deprectfation, Taxes,
and Return allocated by KCPL to steam utility heat operstions to reflect
Grand Avenue costs.

The Interdepartmental Rents accouvnt was used to charge steam
utility operatiocns for Grand Avenus station costs when Graand Avenue
produced both steam and electricity. This account wes eliminated in

November, 1983, when electric operaticns at Grasd Avenue were

discontinued. This aliccatiom of costs is me lomger necessary and thus

| Staff has elimisated chis smount from stesm wtility expemses.

Q. Please explain Staif’s peyroll frisge adjustments.
4. Accomnting Adlsstumant 5-%.3 scmmsilizes FiUA tax =xpesse oo
recogadse the 1987 tam vete of 7.1X% od 2 temadls
ing sdfswteent T-%.4 seme
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Staff Accounting Adjustment S-7.7 sonuglizes life, health, and
accident insurance expenses utilizing September, 1986 premiums and
annualized steam heat employee levels.

Staff Accounting Adjustment S-7.6 annualizes pension costs to
reflect the September, 1986 contributions to the maragement Pension Plan
and the Minimum ERISA funding of the Joint Trusted Pensign Plan for the
unions, as well as annualized steam heat employee levels.

Q. Please explain Staff Acccounting Adjustment 5-7.8.

A. The purpose of Accounting Adjustment S-7.8 is to reflect the
appropriate amount of rate case expense to be included in the
determination of revenue requirement in this case. Staff has amortized
the 1986 amount of rate case expense over four years, which is consistent
with the perjod of time since KCPL's lsst steam etility rate case, Case
HR-82-67.

No. Rate case expense is azmortized im oxder to reflect the

appropriate ammual expense. Staff assumed chat rate case expemse will not
be incurved every year.

Q. Does this conclude your tastimeny?

&. TYes, it does.
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Data Information Request
Kansas City Power & Light Company
Case No. HO-86-139
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o~ BRANDEL-DIRECT

May 6, 1986

I. Construction Budaets: 1986-88

‘To stem the outflow of cash required to fund capital expenditures and
thus improve KCPL's cash coverages and capitalization ratios, the prior

approved Construction Budgets have been reduced as follows:

_198 1987 1988
Current Budget (00D's) $93,610 $114,798 $107,939
$ Reductions .21.335 34.904 18,339
Revised Budget $72,275 $ 79,894 $ 89,600

% Reduction 23% 30% 17%

These reductions in the Revised Construction Budgets have been
accomplished through suspension or deferral of projects to and beyond
1989, or through cancellation.

1I. lInventories

Fuel inventories and materials and supplies are beimg reduced to
minimize cash working capital reguirements. KIPL will eadeaver to reduce
fuel iaventories by $4.7 millien in 1988 and $5.6 millice ip 1987. The
Fuels Departmest is performing a rizk assesiment of these proposed fued
inventory reducticons to imsure thes the rishk of fuel shoriages will spt be

el by

uaduly iacreased. Materials ang s

1y ioventories will e oo




. C BRANDEL~DIRECT :
Kansas City Power & Ulght

Case No. HO~84-139 |
C Srand Avenue Station Emplovee Levels
. ERERER AR ARG RN AR R E RN R NN R R R SRR R HRR NN AR
C 19838 _ 1984
l JANUARY 99 JANUARY 7]
C FEBRUARY 100 FEBRUARY ”
MARCH 100 MARCH N
' APRIL 9 APRIL &
C MAY 105 MAY &
JINE 105 JINE &
JuLy 103 JuLY &
C AUSUST 96 AUGUST él
SEPTENBER 94  SEPTEMBER 56
OCTORER 92 OCTOBER Iy
l C NOVEMBER 91 NOVBMBER 4
DECBMBER 87  DECEMBER 45
l ¢ AVERAGE  97.58 AVERAGE  61.25
' C SOURCE: EMPLOYEES GROUPED BY DIVISION
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Data Information Request No. 424
Case No. H0O-86-139

Response:

With reference to the information provided by Mr. Kite, the 39 manpower
level represents the current authorized manpower composed of the following:

Management - . Union —— s —
Clerk

Plant Manager
Secretary -

Shift Supervisor
Shift Foremen
Maintenance Foreman
Safety Representative

- Electricians

Mechanics

Steam Plant Opers.

Asst. Steam Plant Opers.
Painter

Pipe Coverer

Beliefmen

Technicians

Weldecs

Ojr- - B

w v
c)ho PO W W N

The "Gas vs. Coal Breakdown Cost Study” referenced a future possible
manpower level of 34 which varied from the above by the following:

Management Gnion
Maintenance Foreman - -1 Bainter -1
Shift Foremen -2 Pipe Coverer -1

The authorized manpower level in the 1987-15%83 manpower budget is 38. The
position for the shifc supervisor has been eliminated.

The actual manpower assigned to Graad Avesue 28 of Octeber 31, 1986 is as
follows:

Mansgement

Flaat ¥amager
Secretary

$hifr Superviser
§hifz Porsaan
Maintesasce Foruman
Safaty Representstive
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Data Informadion Reqguest
Kansas City Pawer & Light Company
Case No. HO-86-139

e Lovern
Daze Requested: Dep, 19 /9% . -

l Requested By: M_M%’/
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Class

Deta Information Request

Kanses Cg“ P;:.er z;-?:;:x Company | JUN 10 71985
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