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 Chris B.  Giles, being first duly sworn on his oath, states:   

1. My name is Chris B. Giles.  I work in Kansas City, Missouri, and I am employed 

by Kansas City Power & Light Company as Vice President, Regulatory Affairs.   

2. Attached hereto and made a part hereof for all purposes is my Rebuttal Testimony 

on behalf of Kansas City Power & Light Company consisting of _____________ (_____) pages, 

having been prepared in written form for introduction into evidence in the above-captioned docket.   

3. I have knowledge of the matters set forth therein.  I hereby swear and affirm that 

my answers contained in the attached testimony to the questions therein propounded, including 

any attachments thereto, are true and accurate to the best of my knowledge, information and belief.   

______________________________ 
Chris B. Giles 

Subscribed and sworn before me this __ day of March 2009.   

      ______________________________ 
      Notary Public 

My commission expires:  ______________
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REBUTTAL TESTIMONY 

OF 

CHRIS B. GILES 

Case No.  ER-2009-0090 

 

Q: Are you the same Chris B. Giles who submitted Direct Testimony in this proceeding 1 

on behalf KCP&L Greater Missouri Operations Company’s (“GMO” or the 2 

“Company”)? 3 

A: Yes, I am.   4 

Q: What is the purpose of your Rebuttal Testimony? 5 

A: The purpose of my testimony is to rebut the recommendation of Missouri Public Service 6 

Commission (“Commission”) Staff (“Staff”) witness Cary Featherstone concerning the 7 

ratemaking treatment of the Company’s air quality control system (“AQCS”) investments 8 

at Iatan 1, Sibley 3, and the Jeffrey Energy Center.   9 

IATAN 1, SIBLEY 3 AND JEFFERY ENERGY CENTER PRUDENCE 10 

Q: What does Mr. Featherstone recommend concerning the Company’s request to 11 

include in rate base in this case its investment in AQCS equipment at Iatan 1, Sibley 12 

3, and the Jeffrey Energy Center?   13 

A: Citing the magnitude of the Company’s construction projects, Mr. Featherstone explains 14 

that “Staff will not be able to complete and present the results of construction cost 15 

reviews for any of these projects in these rate cases” either now or as part of the true-up 16 

procedures in this case.  He therefore recommends “the Commission either, (1) to the 17 
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extent the costs of that project exceed [Kansas City Power & Light Company’s 1 

(“KCP&L”)] and GMO’s definitive estimate, make that portion of GMO’s rates interim 2 

subject to refund or (2) expressly state in its Report and Order in this case that it is not 3 

deciding for the purpose of setting rates in this case the issue of whether the construction 4 

costs of the Iatan 1, Sibley and Jeffrey Energy Center projects were prudently incurred 5 

and that it will take up the matter of the prudency of those costs in future rate cases, if a 6 

party properly raises the issue before the Commission in those cases.”  Featherstone 7 

Direct, p. 33.    8 

Q: Do you agree with Mr. Featherstone’s proposal to limit what the Company can 9 

include in this rate case concerning its AQCS investments and/or postpone the 10 

Commission’s determination of whether GMO’s costs for these projects were 11 

prudent?   12 

A: No.  Given Staff’s involvement with the projects and the amount of information that they 13 

have requested and received concerning the projects, I do not believe it is appropriate for 14 

either the Commission to limit the level of costs to be included in this case or for the Staff 15 

to defer its prudence review.   16 

Q: You say that Staff has been involved with these projects.  Please explain.   17 

A: As explained in the Rebuttal Testimony of (i) Brent Davis, with respect to the Iatan 1 18 

AQCS project; (ii) Terry Hedrick, with respect to the Sibley 3 AQCS project; and 19 

(iii) Dana Crawford, with respect to the Jeffrey Energy Center AQCS project, Staff has 20 

requested and received extensive information about the cost of these AQCS projects, 21 

KCP&L’s management of the Iatan 1 project, GMO’s management of the Sibley 3 22 

project, and Westar’s management of the Jeffrey Energy Center project.   23 
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Q: Do you have any general observations concerning Mr. Featherstone’s proposal for 1 

the Commission to defer its prudence determination.   2 

A: Yes, I do.  I am frankly frustrated and confused by Staff’s attempt to avoid addressing the 3 

Company’s significant investment in AQCS equipment.  The Utility Services Division’s 4 

decision not to put on a case, if endorsed by the Commission, puts the Company at a 5 

significant risk of under recovery or deferred recovery on hundreds of millions of dollars 6 

of AQCS investments.  The Company has incurred the cost to build the equipment.  Staff 7 

should not impede the Commission’s ability to include the Company’s investment in 8 

rates.   9 

Q: You also noted that you are confused by Mr. Featherstone’s proposal for the 10 

Commission to defer its prudence determination.  Please explain.   11 

A: I am confused by two aspects of Mr. Featherstone’s proposal.  First, although I respect 12 

the amount of work required by the Utility Services Division when a company files a rate 13 

case, I do not understand his reasoning that the timing, complexity, or magnitude of the 14 

Company’s case prevents the Utility Services Division from conducting its prudence 15 

audit.  Although the amount of work required is considerable, nothing about the timing, 16 

complexity, or magnitude of this case is surprising.  Those factors have been known for 17 

several years.  Second, although the Utility Services Division has not devoted significant 18 

resources to reviewing the Company’s AQCS investments, other members of the 19 

Commission’s Staff have, specifically members of the Utility Operations Division, as 20 

described in the Rebuttal Testimony of Company witnesses (i) Mr. Davis, with respect to 21 

the Iatan 1 AQCS project; (ii) Mr. Hedrick, with respect to the Sibley 3 AQCS project; 22 

and (iii) Mr. Crawford, with respect to the Jeffrey Energy Center AQCS project.  I would 23 
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also note that the Utility Operations Division appeared to be responsible for reviewing 1 

the prudence of plant investment.  In addition, the Staff of the Kansas Corporation 2 

Commission (“KCC Staff”) was able to conduct a comprehensive prudence audit of the 3 

Iatan 1 project, which is the most complicated of the three projects, within the timeframe 4 

allowed in KCP&L’s pending rate case before the Kansas Corporation Commission.   5 

Q: Mr. Featherstone also references the simultaneous filing of the GMO and KCP&L 6 

rate cases.  Is it surprising that GMO filed its rate case at the same time as KCP&L? 7 

A: No.  GMO owns an 18% interest in Iatan 1.  It has also added AQCS equipment to its 8 

Sibley unit.  The Jeffery Energy Center, in which it owns an 8% interest, has also added 9 

AQCS equipment.  Given the significance of these investments, it is not at all surprising 10 

that GMO and KCP&L filed their cases at the same time.  That would have likely been 11 

the case even if the merger had not occurred.   12 

Q: You note the Utility Operations Division devoted significant resources to reviewing 13 

the Company’s AQCS investments at Iatan 1, Sibley 3, and the Jeffrey Energy 14 

Center.  Please explain.   15 

A: My experience has been that the Commission’s Utility Operations Division reviews the 16 

cost of significant plant investments and confirms that the equipment satisfies the in-17 

service criteria.  The Utility Operations Division has made numerous visits to the Iatan, 18 

Sibley, and the Jeffrey Energy Center sites.  They extensively reviewed invoices, work 19 

orders, change orders, and other project management and cost-related information, as 20 

well as interviewed employees involved with the project.  In contrast, to my knowledge, 21 

no member of the Utility Services Division has visited any of the sites.  They have, 22 
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however, as I explain below, requested and obtained a significant amount of cost and 1 

project control information about the project.   2 

Q: Has the Utility Services Division of the Commission’s Staff requested or received 3 

project management and cost-related information concerning the Iatan 1 AQCS 4 

project? 5 

A: Yes, it has.  On January 14, 2009, the Utility Services Division submitted more than 150 6 

data requests in this case concerning the Iatan 1 project.  It is unclear why those requests 7 

were not submitted earlier or why they were submitted all at one time.  I would note, 8 

however, that the Utility Services Division’s approach in this regard is in contrast to the 9 

Utility Operation Division’s methodical request for and review of such information over 10 

much of the past year.  The Company devoted the necessary resources to respond to the 11 

Utility Services Division’s January 2009 data requests in a timely manner.  I would also 12 

note that in March of 2008 the Utility Services Division initiated an investigation of 13 

KCP&L’s management of the Iatan projects, which would include the Iatan 1 AQCS 14 

project.  As part of that investigation, Staff deposed 11 employees of KCP&L, including 15 

key members of the Iatan project team and members of the Company’s Executive 16 

Oversight Committee.  In response to those subpoena duces tecum, KCP&L provided 17 

literally thousands of documents to the Utility Services Division about the Iatan project.  18 

A copy of the subpoena duces tecum are attached as Schedule CBG-1.  The Company is 19 

unaware of the status of that investigation and has not been made aware of any 20 

conclusions Staff might have reached.   21 
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Q: Has the Utility Services Division of the Commission’s Staff requested or received 1 

project management and cost-related information concerning the Sibley AQCS 2 

project? 3 

A: Yes, it has.  On January 13-14, 2009, the Utility Services Division submitted 16 data 4 

requests concerning the Sibley AQCS project.  The data requests comprehensively 5 

addressed issues concerning the cost of the project and project management.  It is unclear 6 

why those requests were not submitted earlier or why they were submitted all at one time.  7 

I would note, however, that the Utility Services Division’s approach in this regard is in 8 

contrast to the Utility Operation Division’s methodical request for and review of such 9 

information.  The Company devoted the necessary resources to respond to the Utility 10 

Services Division’s January 2009 data requests in a timely manner.   11 

Q: Has the Utility Services Division of the Commission’s Staff requested or received 12 

project management and cost-related information concerning the Jeffrey Energy 13 

Center AQCS project? 14 

A: Yes, it has.  On January 13-15, 2009, the Utility Services Division submitted more than 15 

20 data requests concerning the Jeffrey Energy Center project.  The data requests 16 

comprehensively addressed issues concerning the cost of the project, project 17 

management, as well as information GMO received from Westar in its capacity as joint 18 

owner.  It is unclear why those requests were not submitted earlier or why they were 19 

submitted all at one time.  I would note, however, that the Utility Services Division’s 20 

approach in this regard is in contrast to the Utility Operation Division’s methodical 21 

request for and review of such information.  The Company devoted the necessary 22 



 7

resources to respond to the Utility Services Division’s January 2009 data requests in a 1 

timely manner.   2 

Q: Do you have any other concerns specific to Mr. Featherstone’s suggestion to 3 

implement interim rates subject to refund?   4 

A: Yes.  The Commission should reject Mr. Featherstone’s proposal because the 5 

circumstances required for approving interim rates do not exist here.  Additionally, to the 6 

extent Mr. Featherstone proposes refunds that would constitute retroactive rate making, 7 

which is not permissible or appropriate.   8 

Q: What is your understanding of the Commission’s ability to approve interim rates?  9 

A: An interim rate increase may be requested only where an emergency need exists.  10 

KCP&L did not request interim rates and no emergency need can be shown because none 11 

exists.  I understand the Commission has previously indicated that its discretionary 12 

authority to grant interim relief is based upon it finding there is a threat to safe and 13 

adequate service or the financial integrity of the utility.  No party has attempted to make 14 

such a showing in this case. 15 

Q: Are you aware of a company requesting an interim rate?  16 

A: Yes.  In 1980, KCP&L requested interim relief in Case No. ER-81-42.  17 

Q: What was the result of that interim request?  18 

A: In case No. ER-81-42, the Commission determined the appropriate method for filing a 19 

request for interim rate relief is the filing of interim tariffs, as a separate case, under the 20 

file and suspend method.  I understand the Commission noted in that case that an interim 21 

rate proceeding under any other method would be of “very doubtful effectiveness” and 22 

rejected KCP&L’s interim rate relief request because it did not make a proper tariff 23 
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filing.  The Commission also held that properly filed interim tariffs should be 1 

accompanied by affidavits or suggestions setting forth the changed circumstances or 2 

conditions to justify the interim rates.  None of these procedures have been followed by 3 

Staff or any other participant in this case. 4 

Q: You indicated above that Staff’s first proposed option to delay the prudence issue is 5 

also a proposal for retroactive rate making.  Please explain that conclusion.   6 

A: Staff’s request for the Commission to determine in the next rate case what a reasonable 7 

rate would have been, absent alleged imprudent costs, and require a refund of any amount 8 

collected in excess of this amount would be retroactive ratemaking.  As I understand it, 9 

the Commission may consider past excess recovery only insofar as it is relevant to its 10 

determination of what rate is necessary to provide a just and reasonable return in the 11 

future and avoid further excess recovery.  However, the Commission cannot redetermine 12 

rates already established and paid without depriving the utility of its property without due 13 

process.  14 

Q: You stated that Staff’s second proposed request to delay the prudence issue, that the 15 

Commission declare it is not deciding for the purpose of setting rates whether the 16 

Iatan 1 construction costs were prudently incurred, also constitutes a request for 17 

retroactive rate making.  Please explain that statement.  18 

A: Although it is not explicitly stated, this requested option suggests that a refund would 19 

later occur, which I understand constitutes retroactive rate making, as set forth above.     20 

Q: Do you have an understanding as to the appropriate timing of a prudence inquiry?  21 



 9

A: I am told by counsel that the Commission has previously held that the appropriate time 1 

for its inquiry regarding the prudence of a capital improvement project is a rate case in 2 

which a utility attempts to recover the associated costs of such a project.   3 

Q: Can the Commission refuse to rule on the inclusion of a rate base addition when 4 

there is evidence in the record that would allow it to make such a determination? 5 

A: I am informed by counsel that Missouri law requires that “all relevant factors” be 6 

considered in a rate case.  Consideration by the Commission of all relevant factors 7 

necessitates a determination of whether the Iatan 1 retrofit expenditures should be placed 8 

into rate base since the expenditures are a relevant factor in setting KCP&L’s rates in this 9 

rate case.  The Staff’s claim that it was difficult to audit construction expenditures and at 10 

the same time perform rate case audits does not give the Commission the authority to 11 

ignore evidence that the Iatan 1 retrofit expenditures meet the criteria for inclusion into 12 

KCP&L’s rate base. 13 

Q: Does the Company have other concerns regarding legal issues pertinent to the need 14 

for the Commission to make a prudence determination about Iatan 1 in this rate 15 

case? 16 

A: Yes.  It is my understanding that counsel for the Company will address those issues in 17 

legal pleadings in this case.   18 

Q: What should be considered in determining prudence?  19 

A: I understand that prudence is measured by the standard of reasonable care requiring due 20 

diligence, based on the circumstances that existed at the time the challenged item 21 

occurred, including what the utility management knew or should have known.  In making 22 

this analysis, the Commission should be mindful that the company has a lawful right to 23 
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manage its own affairs and conduct its business in any way it may choose, provided that 1 

in so doing it does not injuriously affect the public.  Thus, the proper questions to ask are 2 

“Did the utility properly manage this complex project?” and “Did the utility properly 3 

manage matters within its control?”  Mere speculation as to why costs increased does not 4 

create serious doubt as to the prudence of Iatan 1 expenditures.   5 

Q: In your opinion, does Staff have the information necessary to evaluate the prudence 6 

of the costs GMO has incurred with respect to the Iatan 1, Sibley 3, and the Jeffrey 7 

Energy Center AQCS projects? 8 

A: Absolutely.  As a result of Staff’s March 2008 investigation of the Iatan project, the 9 

ongoing comprehensive review being undertaken by the Utility Operations Division on 10 

all three projects, and the Utility Services Division’s January 2009 data requests, Staff 11 

has all the information it needs to conduct its prudence review.  The Commission Staff is 12 

free to allocate its resources and prepare its case in whatever manner it sees fit.  However, 13 

GMO should not be penalized as a result, which is precisely what would occur if the 14 

Commission adopted Staff’s recommendation to postpone its prudence determination 15 

concerning the Company’s significant AQCS investments at Iatan, Sibley, and the Jeffrey 16 

Energy Center.   17 

Q: Has Staff or any other party created “serious doubt” as to the prudence of GMO’s 18 

AQCS-related expenditures?    19 

A: No.  By suggesting that it might be appropriate for the Commission only to reflect in the 20 

Company’s rates the “definitive estimates” for the AQCS projects, Mr. Featherstone 21 

implies that costs incurred over and above those estimates were not prudently incurred.  22 
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However, he does not provide any evidence, much less create serious doubt about the 1 

Company’s prudence. 2 

Q: Do you have any reason to believe that GMO has not prudently managed the Sibley 3 

3 AQCS project? 4 

A: No, I do not.   5 

Q: Do you have any reason to believe that KCP&L has not prudently managed the 6 

Iatan 1 AQCS project? 7 

A: No, I do not.   8 

Q: Do you have any reason to believe that Westar has not prudently managed the 9 

Jeffrey Energy Center AQCS project? 10 

A: No, I do not.   11 

Q: Do you believe GMO has diligently reviewed the costs allocated to it by KCP&L and 12 

Westar, respectively, concerning the Iatan 1 and the Jeffrey Energy Center AQCS 13 

projects? 14 

A: Yes, I do.   15 

Q: Does that conclude your testimony? 16 

A: Yes, it does. 17 
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