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DIRECT TESTIMONY 

OF 

RONALD A. KLOTE 

Case No. EA-2014- 

Q: Please state your name and business address. 1 

A: My name is Ronald A. Klote.  My business address is 1200 Main, Kansas City, Missouri 2 

64105. 3 

Q: By whom and in what capacity are you employed? 4 

A: I am employed by Kansas City Power & Light Company (“KCP&L”) as Senior Manager, 5 

Regulatory Accounting. 6 

Q: On whose behalf are you testifying? 7 

A: I am testifying on behalf of KCP&L and KCP&L Greater Missouri Operations Company 8 

(“GMO”) (collectively, the “Company”). 9 

Q: What are your responsibilities? 10 

A: My responsibilities include the preparation and review of accounting exhibits and 11 

schedules associated with Company regulatory filings.  I also have responsibility for the 12 

completion and filing of certain regulatory reports to the Federal Energy Regulatory 13 

Commission, Department of Energy, and state regulatory commissions, among others. 14 

Q: Please describe your education, experience and employment history. 15 

A: In 1992, I received a Bachelor of Science Degree in Accountancy from the University of 16 

Missouri-Columbia.  I am a Certified Public Accountant holding a certificate in the State 17 

of Missouri.  In 1992, I joined Arthur Andersen, LLP holding various positions of 18 

increasing responsibilities in the auditing division.  I conducted and led various auditing 19 



2 

engagements of company financial statements.  In 1995, I joined Water District No. 1 of 1 

Johnson County as a Senior Accountant.  This position involved operational and financial 2 

analysis of water operations.  In 1998, I joined Overland Consulting, Inc. as a Senior 3 

Consultant.  This position involved special accounting and auditing projects in the 4 

electric, gas, telecommunications and cable industries.  In 2002, I joined Aquila, Inc. 5 

(“Aquila”) holding various positions within the Regulatory department until 2004 when I 6 

became Director of Regulatory Accounting Services.  This position was primarily 7 

responsible for the planning and preparation of all accounting adjustments associated 8 

with regulatory filings in the electric jurisdictions.  As a result of the acquisition of 9 

Aquila by Great Plains Energy Incorporated (“GPE”), I began my employment with 10 

KCP&L as Senior Manager, Regulatory Accounting in July 2008. 11 

Q: Have you previously testified in a proceeding before the Missouri Public Service 12 

Commission (“Commission” or “MPSC”) or before any other utility regulatory 13 

agency? 14 

A: Yes.  I have testified before the MPSC, Kansas Corporation Commission, California 15 

Public Utilities Commission, and the Public Utilities Commission of Colorado. 16 

Q: What is the purpose of your Direct Testimony? 17 

A: The purpose of my Direct Testimony is to explain why this application for approval of 18 

the GPE Cost Allocation Manual (“CAM”) is being filed.  In addition, I will provide a 19 

description of the components of the CAM that are being filed with this application.  20 

Q: Please describe in general what the CAM is? 21 

A: A CAM as used by KCP&L and GMO, two wholly owned direct utility subsidiaries of 22 

GPE, is a set of documented guidelines and procedures that explains the cost assignment 23 
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methods, allocation policies and procedures and accounting code block used to properly 1 

record costs attributable to the various GPE companies.  The GPE CAM includes various 2 

tabs as described below that provide the policies and procedures that GPE and its 3 

affiliates will follow to be in compliance with Missouri’s Affiliate Transaction Rules 4 

found in 4 CSR 240-20.015.  This document is updated on an annual basis to incorporate 5 

changes occurring during the previous year. 6 

Q: Does KCP&L and GMO file a CAM with the Commission annually? 7 

A: Yes.  Annually in March, a CAM is filed with the Commission as part of the affiliate 8 

transaction report which provides the details applicable to the previous year’s affiliate 9 

transactions and the cost allocation policies and procedures that were in effect during that 10 

time period. 11 

Q: Please describe why KCP&L and GMO are filing this CAM and seeking approval of 12 

it from the Commission at this time? 13 

A: As part of the Non-Unanimous Stipulation and Agreement in File No. EA-2013-0098 that 14 

was incorporated into the Report and Order approved and issued by this Commission on 15 

August 7, 2013 and effective September 6, 2013, paragraph 13 states the following: 16 

KCP&L and GMO shall file for Commission approval of their Cost 17 
Allocation Manuals (“CAM”) before providing any information, assets, 18 
goods, and services to Transource or Transource Missouri after either the 19 
novation or transfer of the cost of the Projects, whichever occurs first.   20 

As such, the Company is filing as part of this application their CAM to be approved by 21 

the Commission to satisfy the terms of the Non-Unanimous Stipulation and Agreement. 22 
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Q: As contemplated in File No. EA-2013-0098, has the novation or transfer of the cost 1 

of the Projects1 to Transource Energy, LLC or Transource Missouri, LLC occurred 2 

at the time of this filing? 3 

A: No.  The novation of the Projects is expected to occur late in December 2013. 4 

Q: Have there been changes to the CAM that was filed in March of 2013? 5 

A: Yes.  There have been substantial changes to the CAM that was filed in March of 2013.  6 

The changes were made to incorporate system enhancements that were made during the 7 

year, incorporated additional affiliate activity such as Transource Energy, LLC. and 8 

incorporated on a broader perspective enhancements to the policies and procedures 9 

documented to assist with the compliance of the Missouri Affiliate Transaction Rules. 10 

Q: Please describe what is included in the CAM? 11 

A: The CAM is attached as Schedule RAK-1 to my testimony.  The CAM is separated by 12 

tabs (sections).  The information provided in each tab is described below: 13 

TAB A  INTRODUCTION:  Provides a brief overview of the structure of GPE (holding 14 

company) and its regulated and non-regulated affiliates.  15 

TAB B  OVERVIEW OF COSTS AND SERVICE AGREEMENTS:  Provides an 16 

overview of the methods for which costs are assigned to the Company and affiliates.  17 

There are three types of cost assignments which are described in more detail in the 18 

following tabs: 19 

(1) Billings between Business Units – Tab C; 20 

(2) Clearings and Loadings – Tab D; and 21 

(3) Specific Assignment – Tab E. 22 

                                            
1 Iatan-Nashua 345kV transmission project and the Sibley-Nebraska City 345kV transmission project (the 
“Projects”). 
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TAB C  SHARED SERVICE BILLINGS BETWEEN BUSINESS UNITS:  Describes 1 

the various billings between business units.  Income Statement Billings can be direct 2 

(costs to provide a specific service to a business unit), or indirect (costs to provide 3 

services to multiple business units, not a specific entity).  Balance Sheet Billings are 4 

primarily direct billings.  However, there may also be indirect costs that are allocated.  5 

Common Use Plant such as common facilities, telecommunications, and network systems 6 

are billed to affiliates, as well as, compensation for the use of capital.   7 

TAB D  CLEARINGS & LOADINGS:  Includes a short description of additional costs 8 

that are attached to or follow other related costs.  Examples are:  paid absence loading, 9 

payroll tax loading, pensions and other benefits loadings, generation division clearing, 10 

fleet clearing, etc. 11 

TAB E  SPECIFIC ASSIGNMENT METHOD:  Describes the method used when a 12 

statistical analysis of the underlying cost indicates the benefiting business unit, or used to 13 

track costs that are associated with non-regulated activities. 14 

TAB F  TRANSFER PRICING:  Includes definitions of Fully Distributed Cost and Fair 15 

Market Price, and also the Company’s billing process to prevent cross subsidization 16 

between regulated and non-regulated affiliates. 17 

TAB G  CUSTOMER INFORMATION:  Describes customers’ rights with respect to 18 

obtaining information about an affiliate of the Company, and also disclosure of customer 19 

information by affiliates. 20 

TAB H – TAB M  CODE BLOCK:  Describes accounting codes that are used in the 21 

General Ledger system to record all transactions.  Code block includes the following: 22 

 TAB I  BUSINESS UNIT 23 
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 TAB J  OPERATING UNIT 1 

 TAB K  DEPARTMENT ID 2 

 TAB L  ACCOUNT 3 

 TAB M  RESOURCE 4 

TAB N  RECORD KEEPING REQUIREMENTS:  Describes the record keeping 5 

process for affiliate transactions, and what is included in the annual affiliate transaction 6 

report.  In addition, it discusses periodic audits that will be conducted to ensure 7 

compliance with the CAM’s documented policies and procedures. 8 

TAB O  TRAINING:  Describes current training on compliance with the affiliate rules 9 

that is required by employees on an annual basis, training for new supervisors, and also 10 

training on the new Supply Chain, Accounting, Budgeting and Enterprise Reporting 11 

(“SABER”) system upgrade that was completed in 2013.  The SABER system upgrade 12 

included system upgrades that benefitted supply chain, accounting, budgeting and 13 

enterprise reporting functions of the Company.  This section also details the Company’s 14 

plan to enhance the training in 2014 to help employees achieve a greater understanding of 15 

the federal and state affiliate transaction rules. 16 

TAB P  VARIANCES:  Includes the process to document and explain why a variance 17 

occurred for instances where the Company uses a different pricing methodology than 18 

what is included in the CAM. 19 

TAB Q  GLOSSARY OF TERMS AND DEFINITIONS:  Includes definitions of 20 

common terms used in the CAM and affiliate transactions rules. 21 



7 

TAB R  APPENDIX: 1 

APPENDIX A – ORGANIZATION STRUCTURE:  Provides organizational 2 

structure of GPE. 3 

APPENDIX B – DESCRIPTION OF SERVICES PROVIDED BY KCP&L:  4 

Listing of services the KCP&L may provide to its affiliates. 5 

APPENDIX C – ALLOCATION FACTORS:  Listing of allocation factors used 6 

when allocating costs to affiliates. 7 

Q: Have you discussed the CAM document with the Staff previously? 8 

A: Yes.  On October 31, 2013, I met with representatives from Staff and the Office of the 9 

Public Counsel as an introductory meeting to discuss a draft of the CAM and its 10 

components.  At that meeting we discussed various components of the CAM and the 11 

expected filing of the CAM for Commission approval. 12 

Q: Will KCP&L and GMO continue to file their updated CAM as part of their affiliate 13 

transaction report on an annual basis? 14 

A: Yes.  KCP&L and GMO will continue to file the CAM on an annual basis as part of the 15 

affiliate transaction report. 16 

Q: Will KCP&L and GMO require Commission approval of their CAM filing on an 17 

annual basis? 18 

A: No.  This application is the appropriate proceeding to address obtaining Commission 19 

approval of the CAM.  The annual filings of the CAM will provide the necessary annual 20 

updates to changes in processes and procedures impacting cost assignment.   21 
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Q: In summary, what is the Company requesting the Commission do in this 1 

application? 2 

A: The Company is requesting Commission approval of its CAM that is filed as a part of this 3 

application.  This request satisfies the agreement reached in paragraph 13 of the Non-4 

Unanimous Stipulation and Agreement in File No. EA-2013-0098 that stated that: 5 

 KCP&L and GMO shall file for Commission approval of their Cost 6 
Allocation Manuals (“CAM”) before providing any information, assets, 7 
goods, and services to Transource or Transource Missouri after either the 8 
novation or transfer of the cost of the Projects, whichever occurs first. 9 

Q: Does that conclude your testimony? 10 

A: Yes, it does. 11 



BEFORE THE PUBLIC SERVICE COMMISSION 
OF THE STATE OF MISSOURI 

In the Matter of Kansas City Power & Light) 
Company and KCP&L Greater Missouri ) 
Operations Company's Application for ) File No. EA-2014-
Approval of Cost Allocation Manual ) 

AFFIDAVIT OF RONALD A. KLOTE 

STATE OF MISSOURI ) 
) ss 

COUNTY OF JACKSON ) 

Ronald A. Klote, being first duly sworn on his oath, states: 

I. My name is Ronald A. Klote. I work in Kansas City, Missouri, and I am 

employed by Kansas City Power & Light Company as Senior Manager, Regulatory Accounting. 

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

on behalf of Kansas City Power & Light Company and KCP&L Greater Missouri Operations 

Company consisting of e \ c \'\-\:::_ ( b ) 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. 

Ronald A. Klote 

Subscribed and sworn before me this _ ___:_\ _\..o'-..\--h._-- day of December, 2013. 

Notary Public 

My commission expires: 
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