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REBUTTAL TESTIMONY 1 

OF 2 

CARY G. FEATHERSTONE 3 

KANSAS CITY POWER & LIGHT COMPANY 4 

CASE NO. ER-2014-0370 5 

Q. Please state your name and business address. 6 

A. Cary G. Featherstone, Fletcher Daniels State Office Building, 615 East 13th 7 

Street, Kansas City, Missouri. 8 

Q. By whom are you employed and in what capacity? 9 

A. I am a Regulatory Auditor with the Missouri Public Service 10 

Commission (“Commission”). 11 

Q. Are you the same Cary G. Featherstone who filed direct testimony in 12 

this proceeding? 13 

A. Yes, I am.  I filed direct testimony in this case on April 3, 2015, sponsoring 14 

Staff's revenue requirement cost of service report (“COS Report”) for Kansas City Power & 15 

Light Company’s (“KCPL” or “Company”) rate case filed on October 30, 2014.  I also 16 

provided testimony in the COS Report on various topics specifically identified in the report. 17 

Q. What is the purpose of your rebuttal testimony? 18 

A. I address the regulatory lag aspects of the direct testimony of the following 19 

KCPL witnesses: 20 

Scott H. Heidtbrink, KCPL’s Executive Vice President and Chief Operating 21 
Officer—direct testimony, pages 14 to 20; 22 

Darrin R. Ives- KCPL’s Vice President – Regulatory Affairs— direct 23 
testimony, pages 2 to 12; and, 24 
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Tim M. Rush- KCPL’s Director of Regulatory Affairs— direct testimony, 1 
pages 5 to 9. 2 

Specifically, in his testimony Mr. Ives states that KCPL experiences regulatory lag because 3 

Missouri uses historical costs when setting rates (KCPL refers to this as the “regulatory model 4 

in Missouri”). Regarding this model, KCPL contends:  5 

• “This model not only ignores cost increases that have occurred between the 6 
historical test year used and the date rates are effective...” (Ives direct, Page 4)   7 

•  “In certain cost of service categories, costs can vary significantly from year-8 
to-year and when such costs are a material cost of service component they can 9 
have a dramatic impact to the Company as a result of regulatory lag.” (Ives 10 
direct, page 5)  11 

• “From a capital investment perspective, when a utility is in a substantial capital 12 
investment cycle, as is occurring at KCP&L and across the industry today, 13 
significant regulatory lag is produced.” (Ives direct, page 5) 14 

• “Another factor significantly contributing to regulatory lag for KCP&L is that 15 
the Company is experiencing little or no growth in its Missouri sales . . . ” 16 
(Ives direct, page 6) 17 

• In an environment where costs are increasing rapidly and billing determinants 18 
that drive revenues . . . ” “ . . . are flat to declining, the opportunity for utilities 19 
to earn a fair return is severely compromised by regulatory lag.” (Rush direct, 20 
page 5) 21 

KCPL’s direct testimony contends current costs are increasing and it is in a cycle of making 22 

capital investments while at the same time KCPL is not experiencing sufficient customer load 23 

growth.1 24 

KCPL’s discussion on regulatory lag is specifically intended to support its requests for 25 

regulatory deferrals for certain costs structures.  These are known as deferral mechanisms, or 26 

more commonly “trackers” or “tracking devices.” 27 

                                                 
1 Direct Testimony of Darrin R. Ives on Behalf of Kansas City Power & Light Company; page 4 - 6 Case No. 
ER-2014-0370. 
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My testimony will address the negative, unbalanced view of regulatory lag that KCPL 1 

presents and discuss how regulatory lag is also an important mechanism in ensuring efficiency 2 

and fair rates. 3 

I also address the direct testimony of Company witness Ronald A. Klote on KCPL’s 4 

use of the 12 coincident peak (CP) method of developing a demand allocation factor for 5 

assigning investment costs and expenses to the Missouri retail jurisdiction.   6 

Q. Are other Staff members expanding on your testimony in these areas? 7 

A. Yes.  Staff witness Charles R. Hyneman is testifying in rebuttal on regulatory 8 

lag.  Staff witness Mark L. Oligschlaeger is providing an overview on the subject of the 9 

deferral mechanisms proposed by KCPL, the trackers, in his testimony.  Staff witnesses Karen 10 

Lyons of the Commission’s Auditing Unit, Daniel I. Beck of Energy Engineering Analysis, 11 

and Randy S. Gross of Energy Resource Analysis are providing rebuttal testimony on the 12 

three deferral mechanisms requested by the Company relating to cyber security, property 13 

taxes and vegetation management: 14 

 15 
Staff Witness Deferral Area 

 

Mark L. Oligschlaeger  Overview  

Karen Lyons Cyber Security 
Property Taxes 
Vegetation Management 

Daniel I. Beck Vegetation Management 

Randy S. Gross Cyber Security 

 16 
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EXECUTIVE SUMMARY 1 

Q. Would you please summarize your rebuttal testimony? 2 

A. KCPL claims it is experiencing a level of regulatory lag in its operations in the 3 

recent past. However, KCPL, in the past ten years, dramatically increased its construction 4 

cycle, directly resulting in an increased cost of service.  Other cost increases KCPL has faced 5 

include fuel and freight cost increases and higher maintenance costs at its power plants, most 6 

significantly at the Wolf Creek nuclear plant. The depressed economy of the last ten years and 7 

the success of conservation efforts contributed to limited growth in revenues, as well.  8 

Still, Staff does not agree the reason for KCPL’s difficulties in earning its authorized returns 9 

lies solely on what it calls the regulatory model used in Missouri or that the solution is the 10 

exclusive responsibility of KCPL’s customers. Rather KCPL should take greater 11 

responsibility to manage its limited resources, particularly in the administrative and general 12 

expense category.  Shifting the risk of cost increases solely to customers through the 13 

many tracking mechanisms sought in this case is not an appropriate solution to KCPL’s 14 

earnings shortfall.   15 

KCPL is coming out of its ten year construction cycle with the completion of the 16 

environmental upgrades at the La Cygne generating station and infrastructure replacements at 17 

Wolf Creek Nuclear Generating Station.  While there are always construction projects for a 18 

utility the size of KCPL, the significant increases in construction costs experienced by KCPL 19 

will decline as this current construction cycle wraps up, putting less pressure on earnings.  20 

Furthermore, KCPL has mechanisms in place to capture declines in sales and usage through 21 

conservation with its Missouri Energy Efficiency Investment Act (MEEIA) surcharge that the 22 

Commission approved in June of 2014 and the Company implemented starting July 2014.  23 
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The Commission already allows KCPL to fully recover costs associated with energy 1 

efficiencies from customers and declines in usage through lost revenues.  Finally, KCPL has 2 

the highest administrative and general (“A&G”) costs of the Missouri electric utilities.  Those 3 

high costs contribute to KCPL’s difficulties in earning its authorized returns.  With these 4 

considerations in mind, the Commission should reject KCPL’s proposals to minimize the 5 

negative impacts of regulatory lag on earnings.  6 

REGULATORY LAG 7 

Q. What is regulatory lag? 8 

A. Generally, regulatory lag is the period of time between when an increase or 9 

decrease in expenses or revenues and investment costs is incurred and when they are 10 

recognized in rates.  Regulatory lag can benefit the utility or can work to its detriment.  When 11 

costs decline to levels below what is included in rates, as they often do, the utility enjoys the 12 

benefits of those savings until rates change.  An example of beneficial regulatory lag is when 13 

employee levels are reduced, such is the case since the last KCPL rate case in 2013, Case No. 14 

ER-2012-0174.  After the cost cut-off date agreed to in that case, KCPL reduced the number 15 

of employees from the levels included in the payroll expense calculation as of the end of the 16 

true-up period of August 31, 2102—the level included in rates.  Each employee reduction 17 

below the level included in rates represents a cost savings to KCPL until rates are changed in 18 

this case.  Those reduced employee costs offset increases in costs in other cost categories.  19 

When costs increase over levels built into rates, the utility absorbs those costs to the extent 20 

that other cost declines or revenue growth will not make up the differences.  This situation is a 21 

detriment to the utility as earnings would decline.  An example of adverse regulatory lag is 22 

when transmission costs increase over levels included in rates.  KCPL has also experienced 23 
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this type of negative regulatory lag.  KCPL absorbs those transmission cost increases unless it 1 

can offset them with other cost decreases.  These cost increases will continue until rates 2 

change unless decreases in costs or increases in revenues do not materialize.  When costs 3 

increase to a materially greater level than other cost declines can offset, then utility companies 4 

file for rate increases.   5 

Q. What is KCPL’s position concerning regulatory lag in this case? 6 

A. KCPL believes it has not had opportunity to earn its authorized return on 7 

equity because of what is referred to as “regulatory lag.” Mr. Ives states at page 4 of his 8 

direct testimony: 9 

From a cost of service prospective, the process utilizes 10 
historical test year costs, trued-up for known and measurable 11 
changes.  Regardless of the true-up period, this model results in 12 
rates being set on historical costs that were incurred in a range 13 
anywhere from 5 months to 27 months prior to the date rates are 14 
effective.  This model not only ignores cost increases that have 15 
occurred between the historical test year used and the date rates 16 
are effective, it also ignores the fact that in a rising cost 17 
environment, costs to serve our customers continue to increase 18 
from the date rates are effective, with little ability to 19 
synchronize recovery with costs incurred other than to initiate 20 
another expensive and time-consuming rate case. 21 

Q. KCPL witness Ives asserts that Missouri’s use of historical information for 22 

setting utility rates results in “regulatory lag” that harms KCPL.2  Do you agree?   23 

A. No. I described in my direct testimony the various methods used to develop 24 

rates in a forward-going way.  While in Missouri actual historical costs are used as the starting 25 

point for determining what a utility’s future cost to serve its retail customers is, those 26 

historical costs are often normalized and annualized to reflect the most current information 27 

                                                 
2 Direct Testimony of Darrin R. Ives on Behalf of Kansas City Power & Light Company, pg. 4 Case No. 
ER-2014-0370. 
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available.  Adjustments for known and measurable changes are made to the test year (in this 1 

case the 12 months ending March 31, 2014); updated to a point in time closer to when new 2 

rates take effect (here updated through December 31,2014); and trued-up to an even later 3 

point in time, in this case May 31, 2015.   4 

Q. KCPL believes it is unable to earn its authorized return because rates are 5 

developed using historical cost information incurred as far as 27 months from the date new 6 

rates take effect, according to Mr. Ives.  Does Staff agree with this assessment?  7 

A. No.  While there is some lag from when costs increases are incurred and when 8 

they are recognized in rates, in this case that “lag” is only four months from the May 31, 2015 9 

true-up to the late September date for the change in rates.  Just because historical cost 10 

information is used does not mean the costs are dated as far back as two full years or 11 

27 months as Mr. Ives asserts on page 4 of his direct testimony.   12 

The purpose of a true-up is to bring costs as close to the time rates are in effect as 13 

possible.  In fact, both KCPL and Staff use a variety of methods to bring revenues, costs and 14 

rate base investment to levels representative of the time when new rates will be in effect.  For 15 

example, when the true-up is completed, fuel costs and payroll costs will be included in rates 16 

at the May 31, 2015 levels.  Those costs levels are not known at the time of this rebuttal 17 

filing, but they will be at the time of the true-up date.  Current plant and depreciation reserve 18 

levels will also be reflected in rates at the May 31, 2015 true-up date.   19 

Q. How are adjustments made to reflect changes for the true-up?  20 

A. Various techniques are used to make the adjustments in a rate case.  For 21 

example, if the costs vary year-to-year a multi-year average may be used or, if they are 22 

increasing or decreasing year-after-year, end of period costs are used.   23 
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Q. Did Staff use any averages to normalize the costs used for developing its cost 1 

of service and resulting revenue requirement recommendation for KCPL? 2 

A. Yes.  In its fuel model, Staff used a multi-year average for forced outage rates 3 

for KCPL’s generating units.  Those averages may be over a five, six or even a seven-year 4 

period of time and smooth out fluctuations of outages occurring at power plants, in particular 5 

the scheduled outages for extended periods to accomplish major overhaul and repair work.  6 

These averages use historical information to represent a typical annual period of power plant 7 

production with on-going operations.  Both KCPL and Staff employed averages in their rate 8 

increase models.  Averages capture unusual or abnormal events and reflect on-going normal 9 

levels of operation.  This means KCPL also used historical data in their own models. 10 

Revenues, like costs, are normalized and annualized to reflect the most current 11 

levels of customers at the current rates to capture the most current revenues.  The true-up 12 

process captures any reductions, as well as increases, in revenues. Both KCPL and Staff used 13 

a 30-year weather normalized average to determine the proper adjustment for weather 14 

sensitive customers.   15 

Q. Are annualized costs historical costs?   16 

A. No, but they are based on historical information.  While actual cost inputs are 17 

used as the basis to develop the levels of costs included in rates, the annualized levels of costs 18 

are by no means historical costs.  For example, Staff used January 1, 2015 fuel prices to 19 

reflect both increases and decreases based on existing fuel and freight contracts.  These prices 20 

are actual contracted prices and do not in any way relate to historical costs.  The January 1, 21 

2015 prices will be updated for the May 31, 2015 contracted prices in the true-up.  The 22 

May 31, 2015 fuel and freight contract prices will produce an annualized fuel cost level that 23 
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are not historical test year results, but rather the actual cost basis going forward.  This 1 

annualized fuel costs will have no relationship to test year results, nor calendar year 2014 2 

results.  The May 31, 2015 contract fuel and freight prices are also used in the fuel model with 3 

many other inputs to determine the needed fuel costs consistent with the annualized and 4 

normalized level net system input load requirements of KCPL’s Missouri jurisdictional 5 

operations.  These inputs use a variety of techniques to determine the amount of fuel costs 6 

included in rates expected to be incurred on a forward going basis—not looking backward in 7 

time.  In the true-up, KCPL and Staff will use the same May 31, 2015 fuel prices to determine 8 

the annualized fuel amount which rates will be based.   9 

Payroll costs are determined the same way as fuel costs by using actual cost 10 

information, such as actual employee levels and the most current wage rates, to determine 11 

annualized payroll costs, in this case through the May 31, 2015 true-up.  Payroll costs 12 

calculations, then, do not relate to historical cost levels even though the basis for the payroll 13 

calculations is actual cost information.  The payroll costs annualized in rate case are forward 14 

looking costs—not historical costs.  The annualized level of payroll reflects payroll costs 15 

expected to be representative of the period when new rates take effect.   16 

Q. What is the reason for any costs being left at test year levels during the 17 

ratemaking process? 18 

A. While the majority of costs such as fuel and purchased power, payroll, 19 

property taxes are included in the cost of service calculation at current levels, under certain 20 

circumstances, test year levels are deemed appropriate and no adjustments are proposed.  This 21 

means when a cost is left at test year level, it is believed those costs represent the level 22 

necessary for those expenditures going forward.  Just because a cost is based on historical 23 



Rebuttal Testimony of 
Cary G. Featherstone 
 

 Page 10 

actual cost does not mean those costs are “dated” or somehow not reflective of on-going costs 1 

and cannot be used to set rates. 2 

Q. Based on the usage of actual cost information, is it fair to say that rate cases 3 

ignore “cost increases that have occurred between the historical test year used and the date 4 

rates are effective . . . ” as Mr. Ives claims?3 5 

A. No.  As described above, annualizations are based on actual costs and the most 6 

current cost trend information, having little to do with the test year results.  The discussion on 7 

payroll and fuel costs are examples of cost methodology unrelated to test year.  Test year 8 

results serve as a starting point, with adjustments made to bring the major cost components to 9 

annualized levels.  The actual operating results for the periods after the test year are unrelated 10 

to either KCPL’s or Staff’s proposed levels that are actually included in the cost of service 11 

recommendations.  For example, the recommended annualized level for payroll is not the 12 

amount for the 12 months ending update period of December 31, 2014 or the true-up of 13 

May 31, 2015.  The annualized payroll level as of May 31, 2015 reflects the most current 14 

wages paid to the most current number of employees as of that point in time and is different 15 

than the 12 month ending payroll amounts.  The fuel annualization, as well as the other 16 

annualized and normalized levels included in the cost of service calculations made in the rate 17 

case, is not related to test year or any other 12 month ending period.   18 

The Missouri model, as KCPL refers to this cost of service calculation, in no way 19 

ignores either cost increases or decreases “ . . . that have occurred between the historical test 20 

year used and the date rates are effective . . . ” as Mr. Ives contends.4  Those cost increases 21 

                                                 
3 Direct Testimony of Darrin R. Ives on Behalf of Kansas City Power & Light Company, pg. 4. Case No. 
ER-2014-0370. 
4 Direct Testimony of Darrin R. Ives on Behalf of Kansas City Power & Light Company, pg 4. Case No.  
ER-2014-0370. 
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and decreases occurring through May 31, 2015 are the basis used to develop revenue 1 

increases.  To the extent KCPL believes the cost increases are not timely reflected in rates, the 2 

rate case could be filed sooner to capture the costs KCPL believes are being ignored.   3 

Q. Did KCPL have to consider the timing for when to file this rate request? 4 

A. Yes.  Because of the completion of the construction projects at Wolf Creek and 5 

La Cygne station, this rate case had to be filed to consider the in-service dates of those 6 

generating units.  However, to the extent other costs were increasing, KCPL could have filed 7 

another rate case prior to this one to recover the increases in costs identified in testimony for 8 

transmission, fuel and property taxes.  For instance, if fuel prices are expected to increase 9 

materially, KCPL can plan the timing of the case in the same way it has timed this case 10 

around the construction project completion dates.   11 

Q. Do you agree with Mr. Ives’s that what he refers to as the Missouri model 12 

“. . . ignores the fact that in a rising cost environment, costs to serve our customers continue to 13 

increase from the date rates are effective, with little ability to synchronize recovery with costs 14 

incurred other than to initiate another expensive and time-consuming rate case?”5 15 

A. No.  KCPL, like any other large utility, has many opportunities to manage its 16 

costs.  KCPL negotiates labor contracts that determine the salaries and wages paid to its 17 

employees and decides the employee benefits to offer; the Company negotiates fuel supply 18 

and transportation agreements; it determines the most efficient generation mix to meet 19 

customer load requirements; along with deciding a host of many other cost considerations to 20 

operate its electric system.  If KCPL believes its costs are increasing sufficiently to justify a 21 

rate increase, then one option is to file a rate case to meet its operational commitments.  Rate 22 

                                                 
5 Direct Testimony of Darrin R. Ives on Behalf of Kansas City Power & Light Company, pg. 4, Case No.  
ER-2014-0370. 
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increase requests are one of many options the Company has to meet its operational 1 

commitments.  For example, KCPL can contain costs and enhance revenues through growth 2 

of the system to offset rising costs. 3 

Q. Does Mr. Ives suggest in his direct testimony that Missouri regulation for 4 

KCPL has not worked well for its Missouri operations, specifically referencing pages 4 5 

through 7 and pages 9 and 11? 6 

A. Yes.  Mr. Ives states at page 11 “. . . the current regulatory model in Missouri 7 

has not kept pace with the changing operating environment faced by KCP&L and the other 8 

Missouri utilities.”  He further criticizes the Missouri regulatory climate referencing a January 9 

2014 publication that Missouri “ . . . is currently ranked in the bottom quarter of 53 regulatory 10 

jurisdictions as assessed by Standard and Poor’s . . . ”  Mr. Ives also references KCPL’s rate 11 

of return witness Hevert’s view that “. . . given Missouri’s ranking, the financial community 12 

appears to attribute higher regulatory risk to KCP&L than to other utilities.”  Yet, Mr. Hevert 13 

is recommending the same 10.3% return on equity in KCPL’s pending Kansas rate case as he 14 

is recommending in Missouri, despite his belief Missouri has a higher risk due to its poor 15 

regulatory climate. 16 

Q. Has KCPL received benefits that suggest that it has a good regulatory climate 17 

to operate in, contrary to Mr. Ives’ view? 18 

A. Yes.  Both KCPL, and its affiliate, KCP&L Greater Missouri Operations 19 

(“GMO”) have received recent upgrades to its credit ratings.  The minutes to the Great Plains, 20 

KCPL and GMO’s Board of Directors meeting and the minutes to the Audit Committee of the 21 

Boards of Great Plains, KCPL, and GMO meetings identified reasons for the credit rating 22 

upgrades by the analysts.  Mr. Kevin E. Bryant, then Great Plains and KCPL’s Vice 23 
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President- Investor Relations and Strategic Planning and Treasurer made a presentation to the 1 

Board of Directors to each of the Great Plains companies:    2 

Mr. Bryant discussed Moody’s recent one notch credit rating upgrades 3 
of Great Plains Energy, KCP&L and KCP&L Greater Missouri 4 
Operations Company (“GMO”).  Moody’s cited a constructive 5 
regulatory environment that continues to provide adequate cost 6 
recovery as one of their rationales for the upgrade. 7 
[Source: Great Plains, KCPL and GMO February 10-11, 2014 Board 8 
Minutes; emphasis added] 9 

Mr. Bryant also addressed the constructive regulatory nature of the Missouri Commission at 10 

the May 5, 2014 Audit Committee of the Great Plains Board identified in the minutes to that 11 

meeting:  12 

Mr. Bryant indicated that in January 2014, Moody’s upgraded Great 13 
Plains Energy, KCP&L and KCP&L Greater Missouri Operations 14 
(“GMO”) by one notch, citing constructive regulatory relationships in 15 
Missouri and Kansas.  In May 2014, Standard & Poor’s Rating 16 
Services (“S&P”) also raised the credit ratings of Great Plains Energy, 17 
KCP&L and GMO by one notch due to continuation of the regulated 18 
utility business model with supportive cost recovery. 19 
[Source: Great Plains, KCPL and GMO May 5, 2014 Board Minutes of 20 
the Audit Committee; emphasis added] 21 

In the Great Plains Energy Incorporated (“Great Plains”) 2014 Annual Report to 22 

Shareholders6 it was stated that “. . . efforts to strengthen key-credit metrics and further 23 

solidity our credit profile were validated by ratings upgrades by both Standard and Poor’s and 24 

Moody’s Investor Service.  These ratings reduce borrowing costs, which also help us manage 25 

customer rates.” 26 

Q. Was this first time KCPL received positive support from the investment 27 

community? 28 

                                                 
6 2014 Great Plains Energy Annual Report, pg. 2, located at http://phx.corporate-
ir.net/phoenix.zhtml?c=96211&p=irol-reportsannual. 

http://phx.corporate-ir.net/phoenix.zhtml?c=96211&p=irol-reportsannual
http://phx.corporate-ir.net/phoenix.zhtml?c=96211&p=irol-reportsannual
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A. No.  During the time of the construction of Iatan 2, KCPL received positive 1 

support for novel way in which it achieved enhanced cash flows and positive credit metrics.  2 

In Case No. EO-2005-0329, the Commission approved KCPL’s Alternative Regulatory Plan 3 

(“Regulatory Plan”) that allowed it to seek up to four rate cases during the period of 2006 to 4 

2010 to address variety of matters, the most significant was the construction of Iatan 2 and an 5 

environmental upgrade to La Cygne 1, wind generation and various demand side management 6 

programs.  KCPL was allowed to collect in rates during the course of those four rate cases an 7 

amount that accumulated to $183.4 million enhancement to cash flow.  These amounts were 8 

referred to as Additional Amortizations and they were specifically identified in Staff’s Cost of 9 

Service Report at page 173.   10 

The investment community looked upon the Additional Amortizations favorably and 11 

viewed the Commission as supportive of KCPL’s construction projects.   12 

Q. Has KCPL’s parent company, Great Plains Energy, experienced benefits from 13 

the operations of KCPL and GMO? 14 

A. Yes.  Great Plains also received upgrades in its credit ratings.  Great Plains 15 

authorized increases in dividends paid to its shareholders, four times in five years, even 16 

with the alleged poor rates on return and skyrocketing costs claimed in KCPL’s witness 17 

testimony.  The following represents the dividends paid to Great Plains shareholders in 2009 18 

through 20147: 19 

 20 

 21 

continued on next page 22 

                                                 
7 2014, 2013, 2012, 2011, 2010, 2009 Great Plains Energy Annual Report, located at http://phx.corporate-
ir.net/phoenix.zhtml?c=96211&p=irol-reportsannual. 

http://phx.corporate-ir.net/phoenix.zhtml?c=96211&p=irol-reportsannual
http://phx.corporate-ir.net/phoenix.zhtml?c=96211&p=irol-reportsannual
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Common Stock Dividend 1 

 2 
QUARTER 2014 2013 2012 2011 2010 2009 

Total  $0.935 $0.8825 $0.855 $0.835 $0.83 $0.83 

 3 

Great Plains total shareholder return, a key financial indicator to Great Plains, was 21% in 4 

2014 and over the last two years, a 51% return.8 5 

Q. What is the relationship of Great Plains’ Missouri operations to its other 6 

jurisdictions? 7 

A. Between KCPL and GMO combined, Great Plains’ Missouri operations 8 

comprise approximately 71% of total Great Plains based on retail revenues over the last three 9 

years with Kansas and the FERC jurisdiction comprising the remaining 29%.  Over the last 10 

three years based on retail revenues, KCPL’s Missouri’s operations comprise approximately 11 

55%, compared to 45% in Kansas9.  With sufficient total shareholder returns experienced by 12 

Great Plains the last two years, KCPL’s Missouri operations and GMO contributed the vast 13 

majority of this return since both entities make up 71% of Great Plains retail revenues.   14 

Q. Mr. Ives indicated that KCPL’s Missouri’s revenue growth is flat.10  Is this 15 

expected to continue? 16 

A. KCPL expects its service territory to grow.  At the Great Plains November 4, 17 

2014 Board meeting, KCPL discussed its operating plan for 2015 and 2016: 18 

                                                 
8 2014 Great Plains Energy Annual Report, pg. 2, located at http://phx.corporate-
ir.net/phoenix.zhtml?c=96211&p=irol-reportsannual. 
9 2014 Great Plains Shareholder Report – pages 7 and 9. 
10 Direct Testimony of Darrin R. Ives on Behalf of Kansas Power & Light Company, pg. 6 Case No. 
ER-2014-0370. 

http://phx.corporate-ir.net/phoenix.zhtml?c=96211&p=irol-reportsannual
http://phx.corporate-ir.net/phoenix.zhtml?c=96211&p=irol-reportsannual
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**   1 

 2 

 3 

 4 

 5 

 6 

  ** 7 
[Source:  November 4, 2014 Minutes of the Great Plains Board of Directors; emphasis added]  8 

KCPL service area is experiencing some improvement in the economy with the second 9 

consecutive year of positive demand growth as noted in the 2014 Shareholders Report .11   10 

Q. Mr. Ives indicates that if the Commission allows the use of “alternative 11 

regulatory mechanisms . . .” it will reduce the risk of KCPL and therefore, will result in access 12 

to low-cost capital.12  Has KCPL had trouble accessing low cost capital? 13 

A.   Not to my knowledge.  KCPL accessed capital markets to meet its substantial 14 

financing needs for funding of the construction projects for Iatan 2 and all the environmental 15 

upgrades at Iatan 1 and La Cygne 1 and 2.  In fact, KCPL significantly reduced its debt costs 16 

since 2011 during the time it operated in the supposedly less than adequate regulatory 17 

environment in Missouri.  The table below identifies the reduction in interest expense 18 

resulting from the reduction in financing costs: 19 

 20 

 21 

continued on next page 22 

 23 

                                                 
11 2014 Great Plains Energy Annual Report, pg. 1, located at http://phx.corporate-
ir.net/phoenix.zhtml?c=96211&p=irol-reportsannual. 
12 Direct Testimony of Darrin R. Ives on Behalf of Kansas Power and Light Company, pg. 12 Case No. 
ER-2014-0370. 

NP 
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 1 
Type of 
Debt 

Amount 
of Debt- 
original 
interest 
rate 

Maturing  Refinanced/ 
Remarketed 
& interest rate  

Annual 
Interest 
Savings 

Savings since 
2013 to Sept 
2015—
assume two 
full years 

KCPL 
Missouri 
Share- 
approximate 
53% 

Series 
1992 EIRR 
bonds 

$31 
million at 
5.25% 

2017 2013- 
remarketed at 
1.25% 

 
$1,240,000 

  

Series 
1993A 
bonds  

$40 
million at 
5.25% 

2023 2013- 
remarketed at 
2.95% 

 
      920,000 

  

Series 
1993B 
bonds 

$39.5 
million at 
5.00% 

2023 2013- 
remarketed at 
2.95% 

 
      809,750 

  

Series 
2007B 
bonds 

$73.25 
million at 
5.375% 

2035 2013- 
remarketed at 
0.753% 

 
3,385,615 

  

Series 
2007A 
bonds 

$73.25 
million at 
5% and 
5.125% 

2035 2013- 
remarketed at 
0.753% 

 
   3,189,990 

  

Series 
2008 State 
EIERA 

$23.4 
million at 
4.90% 

2038 2013- 
remarketed at 
2.875%  

 
      473,850 

  

Interest 
Costs 
Savings 

    
$10,019,205 

 
$20,038,410  

 
$10,620,357 

Senior 
Note  

$150 
million at 
6.50%  

 2011- 
refinanced at 
5.30% 

 
$1,800,000 

  

TOTAL    $11,819,205   
Source:  KCPL’s response to MECG Data Request Question 11-11— Michael Brosch direct- Schedule MLB-5 2 

 3 

 4 

 5 

 6 

continued on next page 7 

 8 
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On-going future annual savings of $1.6 million (page 12, line 22) refinancing of 1 

interest rates made up of:   2 

 3 
Type of 
Debt 

Amount 
of Debt- 
original 
interest 
rate 

Maturing  Refinanced/ 
Remarketed & 
interest rate  

Annual 
Interest 
Savings 

Savings 
since 2015 
to next 
effective 
date—
assume two 
full years 

KCPL 
Missouri 
Share- 
approximate 
53% 

Series 2005 
La Cygne 
bonds 

$21.94 
million at 
4.65% 

2035 Sept 1, 2015- 
remarketed at 
3.50% 

 
   $252,310 

  

Series 2005 
Burlington 
bonds  

$50 
million at 
4.65% 

2035 Sept 1, 2015- 
remarketed at 
3.50% 

 
     575,000 

  

Series 1992 
State EIERA 
bonds & 
2007 Senior 
Note 

$31 
million at 
1.25% 
and $250 
million at 
5.85% 

June 2017 Q2 2017- 
remarketed at 
5.05% 

 
      822,000 

  

TOTAL    $1,649,310 $3,298,620  $1,748,269 
Source:  KCPL’s response to MECG Data Request Question 11-12— Michael Brosch direct- Schedule MLB-5 4 

The identified cost savings assumes KCPL retained the interest cost reductions for two 5 

full years from the time the debt costs were refinanced to the change in its electric rates 6 

resulting from this case, September 30, 2015.  Some of the refinancing cost reductions 7 

occurred early in 2013 giving KCPL well over two years of cost savings between rate cases.   8 

Construction Projects 9 

Q. What is the status of KCPL’s construction projects? 10 

A. With the completion of the La Cygne environmental upgrades and 11 

Wolf Creek’s replacement of its water system, KCPL’s current construction cycle of over ten 12 

years nears an end.  KCPL’s construction expenditures are expected to decrease as this 13 

construction cycle wraps up.  Great Plains stated the following in its 2014 Annual Report: 14 
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By the end of 2015, all of our large base-load coal-fired power plants 1 
will have state-of-the-art emission-reduction equipment installed and 2 
will comply with existing environmental rules. 3 
[Source:  2014 Annual Shareholder Report, page 1] 4 

Q. What impact will the completion of the construction cycle have on KCPL? 5 

A. It should reduce the need for future financing and reduce costs as construction 6 

expenditures decrease.  The completion of the construction projects should reduce the 7 

pressure on earnings from reduced financing costs and will enhance cash flow from the 8 

inclusion of depreciation on the newly installed plant. 9 

Cost Savings 10 

Q. Does Mr. Ives identify the reasons he believes caused KCPL not to earn its 11 

authorized return? 12 

A. Yes.  At page 7 of his direct testimony, Mr. Ives provides several items he 13 

terms “material” as the cause for the earnings shortfall in Missouri.  Mr. Ives indicates KCPL 14 

has not earned its authorized return “ . . . since new rates became effective in early 2013 15 

because actual experience for certain cost items was materially higher than the amounts used 16 

for such items in the rate setting process in Missouri.”  Mr. Ives states the reasons impacting 17 

KCPL earnings in 2013 are: 18 

• Retail revenues were down nearly $14.5 million and wholesale sales 19 
were down $7.9 million; 20 

• Fuel and purchased power costs were up $13.7 million; 21 
• Transmission costs were up $6.9 million  22 
• Non-Fuel Operations and Maintenance expenses were up $6.0 million; 23 
• Depreciation expense was up $3.3 million; 24 
• General taxes (Property) were up $3.9 million; and  25 
• Rate base increased $78.2 million 26 
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Q. Are there other cost impacts that should be considered in KCPL’s analysis? 1 

A. Yes.  Several cost reductions occurred since the last rate case, allowing KCPL 2 

to enjoy the benefits of those savings until rates change in this case.   3 

1. As noted above, KCPL has benefited from interest expense savings through 4 
refinancing its long-term debt.  On a Missouri basis, KCPL reduced financing 5 
costs by $10.6 million over two years – over $5.3 million per year since 6 
interest rates changed in January 2013.  KCPL’s Missouri customer have not 7 
received the benefit of those financing savings for over two years and won’t 8 
until rates change in September 2015.  (see above discussion on refinancing 9 
savings) 10 

2. In KCPL’s last rate case (ER-2012-0174), the Commission ordered the use of 11 
Great Plains’ capital structure which contained substantially higher equity and 12 
lower debt than the actual capital structure for 2013.   13 

3. Since the last rate case, KCPL reduced the number of employees by at least 14 
140 and as many as 160 employees—the latter referenced by Mr. Ives at the 15 
first local public hearing (held April 23, 2015).  This was the second time 16 
between rate cases KCPL significantly reduced payroll costs through employee 17 
reductions having done so after rates were determined in the 2010 rate case. 18 

4. KCPL retained payroll savings between rate cases relating to incentive 19 
compensation paid to its union employees. 20 

5. KCPL experienced a reduction in nuclear storage fees paid to the Department 21 
of Energy (DOE fees). 22 

6. KCPL retained cost savings from amortizations that expired during various 23 
times since the last rate case. 24 

7. KCPL also had other cost reductions in its cost of service from the time of the 25 
last case for increases in accumulated deferred income taxes and reduction in 26 
depreciation expense for plant retirements. 27 

Great Plains Capital Structure 28 

Q. How did KCPL obtain cost savings relating to Great Plains capital structure? 29 

A. In KCPL’s last rate case, the Commission ordered the use of Great Plains 30 

actual consolidated capital structure as of August 31, 2012, the date of true-up in that case.  31 

The actual capital structure used to set rates in Case No. ER-2012-0174, effective January 26, 32 
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2013, consisted of common equity of 52.56%, preferred stock of 0.60% and long-term debt of 1 

46.84%.  However, the 2013 and 2014 actual Great Plains capital structure resulted in a 2 

higher debt ratio which is less costly.  KCPL collected higher electric rates than what would 3 

have resulted if the higher debt and lower equity ratio would have been used.  Typically, debt 4 

is the less costly form of financing because the interest from the debt cost is tax deductible 5 

while equity is not deductible.  In other words, there was and continues to be a cost savings to 6 

KCPL, which will continue until rates are changed, by virtue of the lower equity ratio of 7 

Great Plains for both 2014 and 2015.  The table below identifies the actual 2013 and 2014 8 

Great Plains capital structure compared to the Commission ordered capital structure used to 9 

determine rates in the last case: 10 

 11 
Great 
Plains 
Energy 

2014 
Actual 
Capital 
Structure 
Percentage 

Total 
Equity 

2013 Actual 
Capital 
Structure 
Percentage 

Total 
Equity 

Commission 
Ordered 
Capital 
Structure in 
Case ER-
2012-0174 

Total 
Equity 

Common 
Equity 

50.42%  49.43%  52.56%   

Preferred  0.55% 
 

50.96% 0.55% 49.98% 0.600%  53.16% 

Long-term 
Debt 

49.04%  50.02%  46.84%  

Total 100%  100%  100%  
 Source:  Great Plains 2013 10-K, page 53 12 
 Source: Commission Order- page 26 and 2014 10-K, page 51 13 

The work sheet is attached as Rebuttal Schedule CGF-R1. 14 

Q. What is the capital structure recommended in this case? 15 

A. Staff recommends a capital structure based on a 50.31% for common equity, a 16 

0.55% preferred stock and 49.14% long-term debt.  This recommended level is still a lower 17 

cost capital structure than what was used to determine rates in KCPL’s 2012 rate case.  KCPL 18 
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recognized immediate cost savings from reduction in the capital structure from the time of the 1 

last rate case right up to the effective date of rates in this case, a period of over 2½ years.  The 2 

capital structure with reduced equity ratio is consistent with the capital structure currently 3 

being recommended by Staff in the 2015 rate case. 4 

Payroll Cost Savings 5 

Q. Have employee reductions resulted in cost savings? 6 

A. KCPL’s employee levels have been declining over the last several years.  The 7 

table below identifies the total employees compared to the dates of the individual true-ups 8 

used in the last two rate cases forming the basis of payroll costs included in rates: 9 

 10 
Year KCPL 

Employees 
Date of True-up 
in the 2010 and 
2012 Rate Cases 

Effective Date of 
Rates 

2008 3,259   

2009 3,197   

2010 3,188 December 31,  
2010 

true-up 
ER-2010-0355 

May 4, 2011 
ER-2010-0355 

2011 3,053 
downsizing 

  

2012 3,090 August 31, 2012 
true-up 

ER-2012-0174 

January 26, 2013 
ER-2012-0174 

2013 2,964  
downsizing  

  

2014 2,935   

Source: Great Plains and KCPL Annual Form 10Ks for period 2008 to 2014 11 

KCPL had higher payroll costs included in rates than what was actually incurred during the 12 

time those rates were effective.  KCPL benefited from these savings during the time rates 13 

were in effect for the last two rate cases.   14 
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The payroll savings resulting from employee reductions on total KCPL basis is 1 

$34.9 million, or approximately $18.6 million on a Missouri basis through the effective date 2 

of rates in this case of September 29, 2015.  The table below identifies the approximate 3 

savings at December 31, 2014, update period, May 31, 2015, the true-up date and 4 

September 29, 2015, the effective date of rates: 5 

 6 
Begin Date 
of Savings 

End Date 
of Savings 

Total 
Savings 

Benefit & 
Tax 
Factor  

Total 
Savings 

Total 
KCPL 
Savings 

Missouri 
Jurisdictional 
Savings  

September 1, 
2012 

December 
31, 2014 

$22.0 
million 

0.6 $35.2 
million 

$23.1 
million 

$12.3 million 

September 1, 
2012 

May 31, 
2015 

$28.2 
million 

0.6 $45.1 
million 

$29.7 
million 

$15.8 million 

September 1, 
2012 

September 
29, 2015 

$33.2 
million 

0.6 $53.1 
million 

$34.9 
million 

$18.6 million 

The work sheet is attached as Rebuttal Schedule CGF-R2. 7 

Q. Have KCPL’s customers benefited from the reduced employee levels? 8 

A. No.  Customers will not benefit from these employee reductions until rates 9 

change in this case, expected around September 29, 2015. 10 

Q. Has KCPL experienced other payroll related cost savings since the last 11 

rate case? 12 

A. Yes.  KCPL retained savings between rate cases relating to incentive 13 

compensation paid to its union employees.  Existing rates include those costs since they 14 

were included in the cost of service calculation performed in last rate case, Case No.  15 

ER-2012-0174.  When KCPL discontinued that benefit in a subsequent labor agreement in 16 

March 2013, it recognized savings of $3.2 million benefit on a total KCPL basis, of which 17 

Missouri’s share is $1.7 million, through the effective date of rates in this case of 18 

September 29, 2015.   19 
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The following table identifies the cost savings relating to the discontinued incentive 1 

compensation once paid to union employees at December 31, 2014, update period, May 31, 2 

2015, the true-up date and September 29, 2015, the effective date of rates: 3 

 4 
Begin Date of 
Savings 

End Date of 
Savings 

Total Savings Total KCPL 
Savings 

Missouri 
Jurisdictional 

March 8, 2013 December 31, 
2014 

$3.5 million $2.3 million $1.2 million 

March 8, 2013 May 31, 2015 $4.3 million $2.8 million $1.5 million 
March 8, 2013 September 29, 

2015 
$4.9 million $3.2 million $1.7 million 

The work sheet is attached as Rebuttal Schedule CGF-R3.  5 

Department of Energy—Nuclear Storage Fees 6 

Q. Are there other recent KCPL cost reductions not reflected in current rates? 7 

A. Yes.  The Department of Energy assessed fees for nuclear storage for the 8 

consumed fuel at Wolf Creek, paid by Wolf Creek’s owners.  Congress required the DOE to 9 

stop assessing those fees. The fees were based on the generation of electricity at Wolf Creek 10 

and were included in the fuel expense annualization in past rate cases.  KCPL is collecting in 11 

current rates an amount to cover those DOE costs.  On May 16, 2014, KCPL no longer was 12 

required to pay the DOE fees for operating Wolf Creek.  However, the current rate structure 13 

still reflects the DOE fees.  KCPL is collecting amounts for the DOE fees from its customers 14 

but does not make any payments to the federal government.  KCPL retains the costs savings 15 

relating to these fees and will continue to do so until rates change.   16 

Q. Is Staff proposing an adjustment in this case to pass the DOE savings to 17 

customers? 18 

A. Yes.  Staff recommends the amount KCPL over collected for the DOE fees be 19 

returned to customers over a five-year period.  The savings are identified from the time the 20 
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fees were no longer required to be paid through the effective date of rates, September 29, 1 

2015, which is a total KCPL savings of $6.2 million, a Missouri basis of $3.5 million.   2 

The following table identifies the cost savings relating to the DOE fees at 3 

December 31, 2014, update period, May 31, 2015, the true-up date and September 29, 2015, 4 

the effective date of rates: 5 

 6 
Begin Date of 
Savings 

End Date of 
Savings 

Total Savings Missouri 
Jurisdictional 

May 16, 2014 December 31, 
2014 

$2.8 million $1.6 million 

May 16, 2014 May 31, 2015 $4.7 million $2.7 million 
May 16, 2014 September 29, 

2015 
$6.2 million $3.5 million 

 The work sheet is attached as Rebuttal Schedule CGF-R4. 7 

Q. Did Staff file an application with the Commission addressing the reduction in 8 

KCPL’s costs for the DOE fees? 9 

A. Yes. On October 9, 2014 Staff requested the Commission approve an 10 

Accounting Order to defer the cost savings for the DOE fees.  This Accounting Order request 11 

was designated as Case No. EU-2015-0094, and specifically ask the Commission to order 12 

KCPL to record these cost reduction as a regulatory liability based on the annualized level 13 

included in rates for this cost as of January 26, 2013, the effective date in rates for Case No. 14 

ER-2012-0174.   15 

Through a combined stipulation concerning another deferral request made by KCPL 16 

for continuation of construction accounting for La Cygne Station’s environmental cost 17 

upgrades, identified as Case No. EU-2014-0255, the request to defer the cost savings for DOE 18 

fee reductions was to be treated as part of this rate case.  Staff is recommending the cost 19 

savings be amortized back to customers as a reduction to fuel expense over a five-year period.   20 
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Expiring Amortizations 1 

Q. Has KCPL retained any other savings since the rates were established in the 2 

last rate case? 3 

A. Yes.  KCPL retained cost savings from amortizations that expired during 4 

various times since the last rate case.  Those amortizations represent a real savings to 5 

KCPL because it continues to recover in rates amounts for each of these amortizations, even 6 

though it no longer is charging to expense those amounts.  In essence, KCPL receives a cash 7 

benefit- this is a positive cash flow with KCPL receiving the benefit to earnings. The 8 

following table represents the amount of expired amortizations and the calculated amounts as 9 

of December 31, 2014- the update period, at May 31, 2015- the true-up period and through 10 

September 2015- the time when rates will change from this case: 11 

 12 

Regulatory 
Asset 

End Date of 
Amortization 

Annual 
Amortization 

Overcollection 
at 

December 31, 
2014 

Overcollection 
at May 31, 

2015 

Overcollection 
at September 

2015 

2010 Rate 
Case Expense 
– Vintage 1 

April 2014 $1,294,629 $863,086 $1,402,515 $1,834,058 

Wolf Creek 
Refueling  
No. 16  

August 2014 $314,116 $104,705 $235,587 $340,292 

Economic 
Relief Pilot 
Program 
(ERPP) 

April 2014 $85,642 $57,095 $92,779 $121,326 

R&D Tax 
Credit 
Expenses 

August 2014 $78,846 $26,282 $59,134 $85,416 

Total Net  $1,773,233 $1,051,168 $1,790,015 $2,381,092 
 13 

Q. Did KCPL consider any of these cost savings in its testimony? 14 
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A. No.  While KCPL identified significant cost increases over levels built into 1 

current rates that it presented as support for its ratemaking proposals in direct testimony, the 2 

Company did not include or discuss in its testimony any of the savings retained from cost 3 

decreases that occurred since the last rate case. 4 

The cost reductions achieved by KCPL are as important to address in any discussion 5 

on regulatory lag as cost increases.  It is inconsistent to exclude the cost savings.  All the 6 

elements of the cost of service should be included in any fair discussion of how rates are 7 

determined.  In a rate request, payroll reductions are considered along with plant additions 8 

and increases for transmission costs and property taxes.  If KCPL’s costs increased to a 9 

greater degree than the cost reductions it achieved, then it had the option of filing for a rate 10 

increase sooner.   11 

Other Cost Reductions 12 

Q. Are there other cost reductions KCPL does not consider in its discussion on 13 

regulatory lag? 14 

A. Yes.  KCPL has had significant cost reductions in its cost of service for 15 

increased accumulated deferred income taxes, or deferred taxes.  Deferred taxes are accounted 16 

for as an offset to rate base.  Since the rate base determined by the Commission in its order in 17 

Case No. ER-2012-0174, deferred taxes have increased over $122.8 million from 18 

$510.2 million at August 31, 2012 true-up levels to $633 million through December 31, 2014, 19 

the update period in this case.13  The increase in rate base for deferred taxes is approximately 20 

$12 million to $18 million savings to the revenue requirement on a Missouri jurisdictional 21 

basis (assuming a 10% to 15% rate base conversion).  Deferred taxes will further increase 22 

                                                 
13 See Accounting Schedules in Case Nos. ER-2014-0370 (balance at December 31, 2014) and ER-2012-0174 
(balance at August 31, 2012), Schedule 2- Rate Base for Accumulated Deferred Income Tax Amounts. 
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significantly for the true-up in this at May 31, 2015.  The increase in deferred taxes from the 1 

true-up level at August 31, 2014 has occurred throughout the entire period of rates determined 2 

in KCPL’s 2012 rate case.   3 

Q. Have there been other cost reductions since the last time rates changed? 4 

A. Yes.  Just as KCPL has indicated there are increases rate base for plant 5 

additions over levels found in last case, there have been plant retirements.  Just as increases in 6 

plant caused higher depreciation expense, plant retirements cause a reduction.   7 

Administrative and General Costs 8 

Q. Does Mr. Ives discuss the high costs incurred by KCPL to deliver electric 9 

services to Missouri customers in his direct testimony? 10 

A. Yes.  At pages 4 through 12 of Mr. Ives’ direct testimony, he references many 11 

cost increases KCPL experienced since its last rate case in 2012.  However, in his testimony, 12 

Mr. Ives does not address the fact that KCPL has also incurred significantly higher 13 

administrative and general costs compared to other utilities.  These high administrative costs 14 

contribute to the increased costs faced by KCPL and place strain on its ability to earn 15 

authorized returns. 16 

Q. Did Staff do an analysis with respect to KCPL’s administrative and 17 

general costs? 18 

A. Yes.  Staff witness Keith Majors contributed an analysis in Staff’s Cost of 19 

Service Report at pages 234 through 239.  20 

Q. What were the results of Staff’s analysis regarding KCPL’s A&G costs? 21 
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A. The analysis clearly shows KCPL has high A&G compared to other Missouri 1 

companies; on the basis of A&G costs compared to per customers, per megawatt hour sold 2 

and per electric operating revenues. 3 

Q. Will the high A&G costs experienced by KCPL impact its earning levels? 4 

A. Yes.  The A&G costs, like any other cost, impacts KCPL’s ability earn its 5 

authorized return.  KCPL’s A&G costs are significant and are sufficiently higher than other 6 

Missouri utilities to cause pressure on KCPL’s financials where it is difficult to earn a return 7 

close to authorized levels.  While KCPL indicated it achieved savings in some of its costs 8 

identified in the direct testimony of KCPL witness Heidtbrink, at pages 16 through 18, the 9 

high A&G costs incurred place an earnings drag on the Company. 10 

Conclusion for Regulatory Lag 11 

Q. What is the conclusion from your testimony on regulatory lag? 12 

A. Staff does not dispute the fact KCPL has experienced a level of cost increases 13 

from the cost of service level determined from the last rate case in January 26, 2013—almost 14 

2½ years.  Of course, it is common for a utility seeking rate relief to experience increased 15 

costs or expect to increase costs, often due to increases in rate base due to plant additions, or 16 

cost increases for such items as transmission and fuel costs.  However, KCPL has presented a 17 

very limited and one-sided analysis respecting its view of regulatory lag in its direct 18 

testimony.  The Company is quick to point out all the costs that have increased since its last 19 

rate case.  But KCPL has ignored any cost reductions that have occurred since the rates 20 

determined in KCPL’s 2012 rate case have been in effective.  Staff, in presenting the rebuttal 21 

testimonies of various witnesses, is attempting to identify some of the cost savings and 22 

benefits KCPL has not recognized in its request concerning regulatory lag and the deferral 23 
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mechanisms.  Staff disputes the need for these various single issue ratemaking mechanisms 1 

requested by the Company in this case.  To the extent costs are increasing faster than cost 2 

benefits creating positive revenue requirements, KCPL should request a change in its rates 3 

after maintaining strenuous efforts towards cost containment. 4 

If KCPL really believed it is not earning a reasonable and fair return for its 5 

shareholders, then it should have filed for rate relief much earlier than it did. 6 

The regulatory model used in Missouri is not broke or somehow obsolete.  It has 7 

worked well for over a century as evidenced by the healthy financial condition KCPL finds 8 

itself and recognized by the rating agencies, who early last year increased KCPL’s and 9 

GMO’s credit ratings, specifically citing the constructive regulatory support from the 10 

Missouri Commission as reason for this increase.  As further evidence of Great Plains current 11 

earning levels, total shareholder returns have been solid the last two years—2013 and 2014— 12 

since the time of the existing rates determined by the Commission in January 2013 for the 13 

KCPL Missouri and GMO operations. 14 

JURISDICTIOANAL ALLOCATION FACTORS 15 

Q. How did KCPL allocate investment costs and expenses in its direct filing? 16 

A. KCPL witness Ronald A. Klote describes at page 7 of his direct testimony that 17 

“[t]he Demand allocator used for this case is a 12-month weather normalized average of the 18 

coincident peak demands for the Missouri and Kansas retail jurisdictional customers and the 19 

firm wholesale jurisdiction which covered the period April 2013 to March 2014.” 20 

The demand allocation factor is used to allocate production, transmission and fixed 21 

capacity costs and revenues among federal and state jurisdictions.  The demand allocation 22 

factor is determined by examining its system peak, which refers to the maximum monthly 23 
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demand load requirements placed on the electrical system by the utility’s customers.  The 1 

coincident peak (CP) are the monthly peak contributions made by the respective jurisdictions 2 

relative to the total system peaks—in this case the Kansas retail jurisdiction, Missouri retail 3 

jurisdiction and wholesale jurisdiction peaks compared to—or coincide with—KCPL’s total 4 

Company peak demand. 5 

Q. Did KCPL justify why it applied the 12 coincident peak method? 6 

A. No.  KCPL simply declared it was using the 12 coincident peak (12 CP) 7 

method. 8 

Q. Did KCPL identify why using the appropriate allocation methodology was 9 

important? 10 

A. Mr. Klote indicates the importance of the using the proper method of 11 

allocations in the following exchange found at page 6 of his direct testimony:   12 

Q. Why is the method by which allocation are made 13 
critical? 14 

A. First, the method of allocation is critical to ensure that 15 
the rates charged to each jurisdiction of customers reflect the 16 
full cost of serving those customers but not the cost of serving 17 
customers in other jurisdictions.  Second, and very important, is 18 
the method of allocation must allow the Company the 19 
opportunity to recover fully its imprudently incurred costs of 20 
serving those customers.  That is, if the sum of the allocation 21 
factors allowed in each jurisdiction is less than 100%, then the 22 
Company is unable to recover its prudently incurred cost of 23 
service and return on rate base.  The allocation factors presented 24 
in this case accomplish this.   25 

While I agree in general, with the premise of what Mr. Klote is conveying in his direct 26 

testimony that KCPL should have opportunity to recover all its costs when it operates 27 

multiple jurisdictions as the Company does.  However, I do not agree the purpose of the 28 

allocation process, and the ultimate method chosen to allocate costs between the various 29 
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jurisdictions, is to make the utility whole.  Each jurisdiction must make its own independent 1 

judgment as to the most appropriate method to use to assign the proper costs based on the 2 

operating characteristics of the utility in each of the multiple jurisdictions it operates in.   3 

Q. What is the purpose of allocations process? 4 

A. For utilities operating in multiple jurisdictions, the allocation process is used to 5 

assign costs to the various jurisdictions based on how those costs were incurred. The 6 

allocation method used should be based on the source of those costs, e.g. the cause of the cost 7 

should pay for the cost.  The allocation methodology must result in the most appropriate 8 

allocation factors so costs incurred for the provision of service to a specific jurisdictional 9 

service territory are assigned the proper costs.  10 

Q. Has KCPL addressed the need to use the most appropriate method to determine 11 

allocation factors based on the circumstances? 12 

A. Yes.  KCPL witness Darrin R. Ives, currently KCPL’s Vice President – 13 

Regulatory Affairs, testified in the KCPL’s 2015 rate case that the facts should be the 14 

determining factor in making decision the proper allocation method to use in a rate case.  15 

Mr. Ives stated in the Kansas in 2012:  16 

Q: Are you saying that the Commission should choose 17 
an allocation methodology simply because it matches what 18 
another jurisdiction’s commission determined? 19 

A: No, absolutely not. The Commission is charged with 20 
balancing the interests of customers and utilities. In 21 
determining the appropriate allocation methodology, the 22 
Commission should rely on the facts and theory supporting 23 
how such methods should be fairly and appropriately 24 
applied to a utility. Just as the Commission should not be 25 
forced to choose a methodology solely based on the choice of 26 
another jurisdiction commission’s decision, neither should the 27 
Commission choose a methodology solely because it benefits 28 
either the customer or the utility. The basis for the choice of 29 
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allocator should be the appropriate theory surrounding 1 
such allocation and the specific facts and nature of the 2 
utility’s business. The most appropriate methodology on this 3 
issue is the 4CP method as established by the direct testimony 4 
of Mr. Loos. 5 

[Source: Ives Direct, page 11, Kansas Docket 12-KCPE-764-6 
RTS; emphasis added] 7 

Q. Does KCPL’s proposed use of the 12 CP methodology shift costs to the 8 

Missouri jurisdiction? 9 

A. Yes. Mr. Klote’s recommendation in his direct testimony shifts 10 

disproportionate costs to Missouri and lessens the allocation to Kansas.  KCPL’s use of the 11 

12 CP method of allocation apportions more generation and transmission plant costs to 12 

Missouri than the 4 CP method consistently chosen by Staff and adopted by the Commission.  13 

Staff’s method of determining the demand allocation factor is identified as the 4 CP method 14 

and is defined in the Cost of Service Report at pages 179 to 189, specifically page 180.  15 

Q. Why did Staff use the 4 CP method to allocate costs with KCPL? 16 

A. As noted in the Cost of Service Report referenced above, Staff relies on the 17 

4 CP method because it properly allocates the costs of KCPL’s Missouri jurisdiction based on 18 

the peak demands for the four summer months of all its jurisdictions in relation to KCPL’s 19 

total system peak.  KCPL’s peak demand has the highest concentration of electricity being 20 

consumed in the four summer months and no other months or combination of months come 21 

close to those summer months which is why the 4 CP method is the appropriate method for 22 

KCPL’s operations in both Missouri and Kansas.  When the actual peaks are examined, 23 

KCPL’s four peak demands always occur in the summer months—June, July, August and 24 

September.  Therefore, the 4 CP method is accurately determines KCPL’s actual jurisdictional 25 

peak demands of the four summer months compared to all the months in the year.  Applying 26 
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the 12 CP method improperly determines the peak demand requirements needed to meet 1 

demands of the summer months because it relies on all the months of the year.  No other 2 

combinations of months result in the relationship the summer months have to the rest of the 3 

year which is why the 4 CP method is considered to be the most appropriate allocation 4 

method to use for summer peaking utility like KCPL.  It is the concentration of the four 5 

summer months peak demands in relation to the other months of the year that forms the basis 6 

for using the 4 CP method to allocate costs among the jurisdictions.   7 

Q. What is the result of using the 12 CP method to allocate costs on a demand 8 

factor basis? 9 

A. Using the 12 CP method allocates more costs to Missouri than if the 4 CP 10 

method is applied, meaning KCPL’s Missouri retail customers will be charged for services 11 

consumed by other jurisdictions.  The 12 CP method allocates less costs to the Kansas 12 

jurisdiction. 13 

Q. Has the Commission decided the appropriate method of determining the 14 

demand allocation factor in previous KCPL rate cases? 15 

A. Yes.  In KCPL’s 2006 rate case filed as Case No. ER-2006-0314, the 16 

Commission found that the proper method of determining the demand factor to allocate 17 

production and transmission plant costs and related expenses was the 4 CP method.  The 18 

Commission states: 19 

KCPL operates in both Kansas and Missouri. Instead of 20 
maintaining separate systems, KCPL’s sole system serves both 21 
jurisdictions. To set just and reasonable rates for each 22 
jurisdiction requires allocating various generation and 23 
transmission capital costs property between these states. KCPL 24 
and other parties disagree over which coincident peak method to 25 
use to allocate those costs. 26 
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Coincident peak refers to the load of each jurisdiction that 1 
coincides with the hour of a utility’s overall system peak.  2 
KCPL asserts that its operating and capacity planning realities, 3 
which take into account all hours of the year, and not just peak 4 
hour or seasonal peak needs, dictate use of the 12 CP demand 5 
allocator.  Staff and other parties assert that KCPL has 6 
historically used the 4 CP method, that the 12 CP method 7 
would allocate more plant investment and costs to Missouri 8 
and less to Kansas, and that KCPL’s high peak demand 9 
from June until September is more akin to a 4 CP than a 10 
12 CP system. 11 

The Commission finds that the competent and substantial 12 
evidence supports Staff’s position, and finds this issue in favor 13 
of Staff. As on all issues, KCPL bears the burden of proof. 14 

. . . 15 

. . . not only Staff, but Praxair, Ford, and Missouri Industrial 16 
Energy Consumers support the 4 CP methodology. Their 17 
evidence showed that a 4 CP methodology for a utility such as 18 
KCPL is appropriate because its non-summer peak demands are 19 
significantly lower than the summer peak demands. Moreover, 20 
Praxair witness, Maurice Brubaker, has testified hundreds of 21 
times on cost allocation issues, and his testimony was that the 22 
Commission should use the 4 CP method.   23 
[emphasis added] 24 

The Commission rejected the use of the 12 CP method in KCPL’s 2006.  Yet KCPL has 25 

provided no justification for wanting to the Commission to adopt its 12 CP proposal and, 26 

more importantly, provided no reasoning for the Commission to reverse itself in the use of the 27 

4 CP method to allocate demand related costs. 28 

Q. Has Staff used the 4 CP method for KCPL rate cases in the past? 29 

A. Yes.  Staff has used the 4 CP method to determine the demand allocation factor 30 

in all the rate cases filed by KCPL since 2006.  In fact, Staff has consistently used the 4 CP 31 

methodology since it changed from the single peak, or 1 CP method in the 1985 Wolf Creek 32 

rate case—Case No. EO-85-185.  In the Wolf Creek rate case, KCPL filed its case based on 33 
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a 4 CP demand allocation factor.  Staff agreed to use the 4 CP method proposed by 1 

KCPL moving away from its 1 CP method.  Staff has used the 4 CP method in all KCPL rate 2 

cases since.   3 

Q. Has KCPL proposed the use of the 4 CP method for the demand allocation 4 

factor since the Wolf Creek rate case? 5 

A. Yes, in Missouri.  While KCPL filed for the 12 CP method in the 2006 rate 6 

case, after the Commission rejected this methodology, KCPL presented the 4 CP method in 7 

every subsequent rate case filed in Missouri until it proposed the 12 CP in this case.  KCPL 8 

filed the demand factor based on the 4 CP method in Case No. ER-2007-0291 (the 2007 rate 9 

case), Case No. ER-2009-0089 (the 2009 rate case), Case No. ER-2010-0355 (the 2010 rate 10 

case) and Case No. ER-2012-0174 (the 2012 rate case).  As indicated above, KCPL first 11 

proposed the use of the 4 CP method to determine the demand factor in the 1985 Wolf Creek 12 

rate case—Case No. ER-85-185. 13 

Q. What method of allocation has KCPL proposed be used to determine the 14 

demand factor in Kansas? 15 

A. KCPL is proposing to use the 12 CP method of allocating demand costs in its 16 

2015 Kansas rate case even though KCPL proposed the use of the 4 CP in its last Kansas rate 17 

case filed in 2012—Docket No. 12-KCPE-764-RTS.  KCPL has consistently used the 4 CP 18 

method in Missouri since its 2007 rate case with exception of the 2015 Missouri case.  KCPL 19 

switched its allocation method once again in one of its jurisdictions by proposing the 12 CP 20 

method in the current Kansas rate case filed January 2, 2015.14   21 

                                                 
14 Klote direct testimony, page 7 in Kansas case—Docket No. 15-KCPE-116-RTS. 
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Q What allocation factors are being used in the Missouri and Kansas 2015 1 

rate cases? 2 

A. KCPL used the following demand allocation factors based on the 12 CP 3 

method for Missouri, Kansas and the whole sale jurisdiction compared to what Staff 4 

determined based on the 4 CP method: 5 

 6 
 

Jurisdiction 

Staff  
Missouri Rate Case— 
filed April 3, 2015 ER-

2014-0370 based on June 
to September 2014 

KCPL 
Missouri Rate Case—filed 
October 30,2014 ER-2014-
0370 based on April 2013 

to March 2014 

KCPL 
Kansas Rate Case— filed 

January 2, 2015 15-
KCPE-116-RTS based on 

July 2013 to June 2014 

Allocation 
Method 

4 Coincident Peak 12 Coincident Peak 12 Coincident Peak 

Missouri 53.17% 53.5748% 53.5494% 

Kansas 46.59% 46.2047% 46.2293% 

Whole Sale 0.0024% 0.2204% 0.2213% 

Total 100% 100% 100% 

Source: KCPL work paper D 1 Allocator for KCPL’s Missouri and Kansas 2015 rate cases and Staff Cost of Service Report, 7 
page 181. 8 

Q. Has KCPL used the 4 CP method to determine the demand allocation factor 9 

in Kansas? 10 

A. Yes.  Consistent with filing the 4 CP method several times since its 2007 11 

Missouri rate case, excepting for this 2015 rate case, KCPL filed its 2012 Kansas rate case 12 

using the 4 CP method to calculate the demand factor.   13 

Mr. Ives, stated at page 9 of his direct testimony filed in the 2012 Kansas rate case 14 

supported the use of the 4 CP method as the basis for the demand allocation factor in Kansas:  15 

Q. What is KCP&L recommending as the appropriate 16 
jurisdictional allocator for capacity-related costs in this case? 17 
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A:  The 4CP method allocates costs using the four highest 1 
months of demand on KCP&L’s system, namely June through 2 
September, whereas the 12CP method considers an entire year, 3 
which includes the lower non-summer usage months.  Because 4 
KCP&L is a summer peaking business, we are 5 
recommending the 4CP method as a more accurate 6 
allocator of these costs between the Company’s Kansas and 7 
Missouri jurisdictions.  Mr. Loos provides extensive testimony 8 
regarding how to discern the appropriate allocation method for a 9 
particular utility. His analysis clearly identifies the 4CP 10 
method as appropriate for KCP&L. As such, KCP&L is 11 
requesting that the Commission change the method used in 12 
recent KCP&L cases for calculating the demand allocator, 13 
the 12CP method, to a 4CP method based upon the specific 14 
parameters of KCP&L’s business as a summer-peaking 15 
utility. 16 

The basis for the choice of allocator should be the 17 
appropriate theory surrounding such allocation and the 18 
specific facts and nature of the utility’s business. The most 19 
appropriate methodology on this issue is the 4CP method as 20 
established by the direct testimony of Mr. Loos. 21 

[Source: Ives Direct, pages 9-11, Kansas Docket 12-KCPE-764-RTS selected pages 22 
attached as Rebuttal Schedule CGF-R5; emphasis added] 23 

Finally, Mr. Terry Bassham, KCPL’s President and Chief Operating Officer, testified in his 24 

direct testimony in the 2012 Kansas rate case the 4 CP method was the most appropriate 25 

allocation method to use for both jurisdictions: 26 

KCP&L will demonstrate in this case that the 4CP method 27 
is the more appropriate method for allocation of these costs 28 
between the Company’s jurisdictions, given that it operates 29 
a summer peaking business.  30 
[Source: Bassham Direct, page 4, Kansas Docket 12-KCPE-31 
764-RTS selected pages attached as Rebuttal Schedule CGF-R6; emphasis 32 
added] 33 

Q. Did KCPL have any other witnesses support the use of the 4 CP demand 34 

allocation factor? 35 
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A. Yes.  KCPL hired a consultant from Black & Veatch named Larry W. Loos 1 

who provided expert testimony regarding the proper use of the 4 CP method in the 2012 2 

Kansas rate case.  Mr. Loos also filed testimony in the 2009 and 2010 Missouri rate cases 3 

concerning the proper use of the 4 CP allocation factor.  Mr. Loos, as an independent 4 

consultant, testified that based on his analysis supported by several FERC tests, that KCPL 5 

system requirements were those consistent with the use of a 4 CP.   6 

Mr. Loos stated the following at page 19 of his direct Kansas testimony filed in the 7 

2012 rate case: 8 

Q. Based on examination of the data set forth in Schedule LWL-7, 9 
what do you conclude? 10 

A. Based on the tests set forth in various FERC orders, without 11 
question the 12CP method is not appropriate for use to allocate 12 
capacity costs among the jurisdictions served by KCP&L.  I 13 
therefore recommend that the [Kansas] Commission order the 14 
Company use the four (4) coincident peak demands during the 15 
months of June through September to allocate capacity costs 16 
among jurisdictions.   17 
[emphasis added] 18 

Attached as Rebuttal CGF-R7 is the complete direct testimony of Mr. Loos filed by KCPL in 19 

the 2012 Kansas rate case which the Company supported the use of the 4 CP method of 20 

determining the demand allocation factor. 21 

In addition, KCPL responded to a Staff data request submitted in the Company’s 2010 22 

rate case  23 

1c. The Kansas Regulatory Plan (“Reg Plan”) requires the use 24 
of a 12CP allocator for plant and related O&M expense.  25 
Therefore, the Company could not propose consistent 26 
plant/O&M allocation methods for the two jurisdictions in the 27 
current rate cases, since the Missouri allocation is based on 28 
4CP.  Mr. Loos recommends 4CP in both jurisdictions in 29 
future rate cases.   30 
[Source: KCPL’s response to Data Request 0415 in Case ER-2010-0355] 31 
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Q. Did Mr. Loos ever testify before the Missouri Commission that the use of the 1 

12 CP method to determine the demand allocation factor should not be used? 2 

A. Yes.  Mr. Loos did not believe the 12 CP was a proper allocation method to 3 

use for a predominate summer peaking utility such as KCPL.  KCPL’s system load 4 

requirements have substantial peaks occurring in the summer months of June through 5 

September each year.  Mr. Loos believed through his extensive analysis that the use of the 6 

4 CP method was the proper approach to determining the demand allocator.   7 

Q. Did Mr. Loos support the use of a 12 CP allocation method in any previous 8 

KCPL rate case? 9 

A. No.  Mr. Loos testified he could not support the use of the 12 CP method—the 10 

method proposed by KCPL in its 2015 rate case in Missouri.  Despite Mr. Loos’ expert 11 

opinion that the 12 CP method is improper for use in KCPL’s state jurisdictions it has 12 

presented this method in both Kansas and Missouri 2015 rate cases.  KCPL also proposed the 13 

12 CP method in its 2006 rate case in Missouri that was rejected by the Commission.  14 

Mr. Loos has said that he would not recommend in Kansas or Missouri use of the 12 CP 15 

method to allocate KCPL's costs among the Missouri, Kansas and FERC jurisdictions.  In his 16 

deposition taken on March 18, 2009, Mr. Loos testified he did not support and would not use 17 

the 12 CP allocation method to determine the demand allocator as follows: 18 

Q. In this case, NO. ER-2009-0089, did you recommend the use of 19 
the twelve coincident peak allocation basis to allocate KCPL costs 20 
between the Missouri, Kansas and FERC jurisdictions? 21 

A. I did not. 22 

Q. Why not? 23 

A. As I indicated before, I prefer an allocation that better 24 
recognizes the maximum demand place on the system by 25 
customers, which is single CP, 4 CP, sometimes 3 CP. 26 
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Q. In your opinion would the twelve coincident peak allocation 1 
basis be an appropriate basis for allocating KCPL costs 2 
between Missouri, Kansas and FERC jurisdictions for a rate 3 
case before the Kansas Corporation Commission? 4 
A. I wouldn't recommend it. 5 

Q. And why not? 6 

A. Because I believe that there are methods that are preferable 7 
to it, either single or 4 CP, yeah. 8 

Q. The same reasons that you wouldn't recommend it in this case? 9 

A. Uh-huh. Yes. 10 

Q. Do you know the circumstance where you would ever 11 
recommend the use of the twelve coincident peak allocation basis 12 
for allocating costs among State and Federal jurisdictions for 13 
ratemaking purposes? 14 

A. If the -- if the utility loads are relatively constant -- or 15 
essentially constant over twelve months, it would make a little 16 
difference. And under that situation it could capture and allocate 17 
additional amounts to perhaps some classes we didn't want to 18 
allocate it to. 19 

[Loos March 18, 2009 deposition, pages 31 and 32; emphasis 20 
added] 21 

In this case, KCPL is proposing to use the very allocation method its expert opposed in 22 

testimony filed in several Kansas and Missouri rate cases presented during the period 2009 23 

through 2012.  Yet KCPL, making no attempt to refute their own experts and providing no 24 

evidence to support the application of the 12 CP allocation method, based its 2015 rate cases 25 

in both Kansas and Missouri using this wrong methodology.  26 

Q. What does Staff recommend regarding what allocation method to use in this 27 

rate case? 28 

A. Staff continues to support the 4 CP method of determining the demand 29 

allocation factor used to assign the production and transmission investment costs in rate base 30 

along with the related expenses to the various jurisdictions KCPL operates in.  It is important 31 
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that KCPL pursue consistent allocation treatment in its jurisdictions.  KCPL should continue 1 

to pursue more consistent allocation treatment in its Kansas jurisdiction to apply a more 2 

accurate methodology.  KCPL’s Missouri customers should not be expected to pay in their 3 

rates any short-fall caused by the Kansas jurisdiction’s refusal to use the very method of 4 

allocation KCPL’s own witnesses have supported in past rate Missouri cases and the most 5 

recent Kansas case. 6 

Q. Mr. Klote states at page 7 of his direct testimony that the demand factor used 7 

by KCPL was based on “. . . a 12-month weather normalized average of the coincident peak 8 

demands for the Missouri and Kansas retail jurisdictional customers . . .”  Has the 9 

Commission used weather normalized average peaks in determining a demand factor 10 

in Missouri? 11 

A. No, because weather normalized average peaks do not properly identify the 12 

actual maximum peak demand on the system.  The allocation of the production and 13 

transmission plants are based on actual loads placed on KCPL’s electric system.  The 14 

generating and transmission facilities are required to provide maximum hourly usage by 15 

customers regardless of the weather conditions.  It is not proper to weather normalize the 16 

monthly coincident peaks to determine the appropriate demand factor.  Power plants must 17 

generate sufficient power and transmission plants must have the capacity to transmit the 18 

power to meet the hottest days of the year.  It is the actual electric loads placed on the KCPL 19 

system, not the weather normalized loads, that the production and transmission facilities must 20 

be capable of fulfilling.   21 
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Q. Did KCPL provide any justification in its direct testimony for using the 1 

“weather normalized” average peaks to support the determination of the demand factor in 2 

this case? 3 

A. No.  KCPL did not identify any reasons for determining the demand factor 4 

using weather normalized average peaks.   5 

Jurisdictional Allocations- Conclusion 6 

Q. What should the Commission do respecting the allocation method to use in this 7 

case for demand costs? 8 

A. The Commission should use Staff’s proposed 4 CP method of allocating costs 9 

because it properly apportions costs among multiple jurisdictions for a summer peaking 10 

utility, such as KCPL.  The Commission should reject KCPL’s proposal to allocate demand 11 

costs using the 12 CP method because the method improperly apportions costs associated with 12 

serving other jurisdictions to Missouri retail customers.  The 4 CP demand allocation method 13 

was first proposed by KCPL and was adopted by the Commission in the 1985 Wolf Creek rate 14 

case—and that method has been applied by Missouri in every KCPL rate case since. 15 

KCPL’s own witnesses in the 2012 Kansas rate case directly refute the use of the 16 

12 CP method for determining the demand factor.  In the 2012 Kansas case, KCPL’s officers 17 

and its expert witness testified that the use of the 12 CP was not proper for a summer peaking 18 

utility and that the appropriate method for determining the demand allocation factor was using 19 

the 4 CP method.  In fact, each of KCPLs witnesses in the 2012 Kansas rate case testified 20 

against the 12 CP method, the very method KCPL is proposing be used in Missouri in this 21 

case. Further, KCPL’s 2012 Kansas testimony made it abundantly clear the 4 CP is the 22 

appropriate allocation method to use to allocate costs based on demand.  Equally important, 23 
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KCPL has failed to provide any justification or explanation that supports the use of the 12 CP 1 

method in this current Missouri rate case.  The Commission should continue to base the rates 2 

in this case using the 4 CP method to determine the demand allocation factor. 3 

Q. Does this conclude your rebuttal testimony? 4 

A. Yes.   5 
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