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ID tha eo.da:in's op:iafn lUff's dfallonaee b appnpriete witll 

respect to both tha Weet1~ direct ad iadtnct IID-houra. It us hea 

established that noamaaual labor for Vestiagbouse was charsed at aa averaae of $53.26 

in c011parison to Daniel's chartte of $14.25. Yet, Daaiel was aever hack charsecl aad 

costs were not excluded from Daniel's feeable base. Given the Coapaay's failure to 

track Vestiaghouse's productivity and the magnitude of the overrun 1a the 

instrumentation area, it is appropriate to exclude unproductive Vestiaghouae 

man-hours as calculated by Staff. 

k. Insulation Subcontract 

Based on the findings and conclusions set forth above in Phase IV, I-Cll -

Direct Labor Man-hours, Insulation, the Co.mission determines that it is appropriate 

to disallow man-hours associated with the excessive man-hours associated with the 

insulation subcontracts as calculated by ReDken. 

3. Adjustments Independent of Direct Labor Man-Hours 

a. KG&! Administrative and General Expanses 

Kansas Gas and Electric COIIpany administrative and aeneral (A&G) expenses 

are owner costs associated with the A&G expenses applicable to the construction of 

the Wolf Creek facility. Staff is proposiaa a disallowaace of all A&G costs above 

wbat the Staff bas approximated the Definitive Estimate to contain for those costa. 

this results in a $609,410 (total plant) disallowance. 

7be ltaff believes it is impossible to ascertain Which of those coati 

-.1c1 be ebarpd to the project and Wbo 8hnld bear a parUftlar cost, ainoe ml 

_. hft uc spaecl .,_ a atudarcl accomdiq ._1 to 1Js unci for Wolf cnet • 
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'Die C11111' ~.altdf~a M'llllllt& - ~ ~ la a 

draft accaatial an a 11 fft W.U Cn* 1~\~Mdl fl 1111 :t M pat -- flul hal ellllttl die 

Wolf CI'Hk operatiaa &piiUit ia fiuliu4. CIIIID)' ad 1811 'blirft f.utead "­

ut:llf.zinl the LaCypa kcouatfDI ._.1 to cletaniM lww to daqe die eoasti'Qctt• 

coats aaoua the various ovners. Tbe Compay uarta that tboas prov1aicma in the 

LaCysu unual are subatantial17 sillilar to those of the Wolf Creek draft anual. Ia 

conjunction with the use of that manual, KCPL requires all coats to be approved by 

KCPL's Director of Nuclear Operations and Vice President-SPO. KCPL further maintains 

it utilizes "written letters of understanding" which indicate which costs can proper­

ly be charged to the Wolf Creek project. 

The Commission finds it is only reasonable to expect the Company to have a 

formalized accounting manual for the Wolf Creek project. It is imprudent to continue 

utilizing an accounting manual from another project which the Company's own auditors 

state is dissiadlar enough from Wolf Creek that they were unable to dete~ne the 

appropriateness of owner costa chargeable to the project. 

The Commission finds that the Company had plenty of notice that an account­

ing .anual was needed to fit the particular needs of Wolf Creek. As far back as 

KCPL's first audit report of Wolf Creek which pertained to the period June 1978 

through December 1979, the Company was informed of various accounting iuconaiateneies 

regsrdina charaea by the owners. As late'aa 1984, KCPL was informed by ita auditors 

that cartain A&G costa ware not clearly defined and a formal aareement was necessary. 

!he eoa.dsaion finds that the Staff'• adjustment :la reasonable. It ia 

~ceaaary to address tha specific acccuntina inconaiatenc:lea which ware set forth 

~ Sufi. !he Colmdaa:lon Unda :Ita ltaff cannot be expected to adequately and 

Hnftlaly nd:U CHh whn the C..-y'a OW auditon foa4 it cUfUcW.t to do !10 

fM to faeff:ldeMy on tk pan of ~ '8 MHI81111dt £Cj ynovide n appropdau 

•~~ftacjJN _.1@ ~:i-.11, ck "lenen of •IH:ItatN:Ial 

--~~-@ 
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Creek :bwestaeDt tM aeu UMCUt,H 'tddl rd~tiae ad n.Mi&l ~- of 

structural steel velds .. Staff coat.U ~ cuete 1110Uld aut a.v. .._ iacw1ed W 

Daniel adequately iapl .... tec! pnject coutTKtie ad ~te.t1• proeduu aa4 

had KG&E detected or reported and corrected such diacrepauciea in a tt.ely ....ar. 

Staff's adjustment reflects a $2,073,462 (total plant) downward adjustBent of rate 

base. 

Company witness Fouts testified the Company does not dispute Staff's 

position as it pertains to the breakdown of Daniel and KG&E Quality Assurance Pro­

grams, inadequate implementation of project construction and documentation 

procedures, and KG&E's failure to detect and report such discrepancies. 

Since no conflict involving those issues apparently exists, the Commission 

finds Staff's disal~owance is reasonable. 

Additional testimony provided by Staff indicates that the above-described 

welding problems were a major factor in the delay of the NRC's issuance of the WOlf 

Creek operating license. According to Staff, the testimony pertaining to delay in 

licensing is not reflected in the above-mentioned $2,000,000 disallowance. Iu.tead, 

it pertains to schedule impact anu is nonquantifiable. 

The pertinent facts, to which there is apparently no dispute, are as 

follows. The NRC infor.ed KG&E in October 1984 that it required resolution of the 

AWl weldina problems prior to issuance of a license to load fuel at Wolf Creek. On 

Dec..._r 1, 1984,.KG&! requested that the NRC issue the Wolf Creek operatina lic8D88 

., ~..._r 31, 1984. KG&! maintained that all restraint• to fuel load would be 

~sHed fa Uu to allow such bsuance. 

On ~..._r lls lfl4, KG&! aulnUUed to the NRC ita response to the ftC's 

AHesee4 Cfnl Peulty" .,.feb pertaiufl to tiN lf~tval StNl wldift8 
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The '"'U.S wn ut eoftK~ ~ tkt tfM.. ~tt-.1 tafomat:f• we 

still be:tns n!ndttu ~ me b. l'onuy D4 ..Uti-.1 ntu,..ctiC~~~H wan ktns 

performed unt:il March 1915. Oa March 4, 1915. results of 11 ncb reiu,..ctiou nre 

subldtted to the DC. Oa March 7, 1985, the ftC advised KG&E that the AliS nldiq 

matter was coaaidered closed. On March 11, 1985, the NRC issued to KG&E a license to 

fuel-load. 

The COIIlpany contends that the structural steel nlding problem was only one 

of many "open items" which impacted the issuance date of the fuel-load license. 

C011p8Dy enuaerates many issues a~.d activities which needed resolution prior to 

license issuance as of January 16, 1985. Company in particular makes reference to 

the fact that the NRC completed its review of the final Preoperational Test Package 

only one week prior to the NRC's announcement that the welding problem was considered 

resolved. The Company contends that any impact on schedule. would have been, at most, 

less than one week. 

The Comaission has reviewed the items Company claims contributed to the 

schedule delay and finds that the structural steel welding problem was a major cause 

of .ora than two months delay in the issuance of the operatins license by the NRC. 

This is not to say the valdins problem was the only cause of the delay. However, it 

is undeniable that the RIC had informed KG&E that fuel-load could aot take place 

UDtil the ANI veld matter was resolved, and althoush licaa.a issuance was requested 

ae early as Jecenber 31, 1984, it was not sranted until two business days after the 

wlclinl issue was dHacl. 

c. IJtfetttty/JHrut ltl'!f~ll! 

CGMtftdUa of tN W.lf Creel cooUas l8ke anu:Ued a dacidn by tbe 

... ,N:r c. rnt ~~· of.f-a~ u or n-a:he. 'fh Co11paay deur ... 

IN 1aa afMIJ:tft * lua atr•ufwl to tbe 



bact specU:fut:!OD r~:n• us fw ft. tlid! C t; J If ~ ft 

had :hw!:lcat:fou hom I& ~t dloM ~run ata ..U 1M ~ ~ &llJRr ita .-... 

coatractor, :la:boa C..tt"Kdoa CelLi.., (~), to pnace aahl'fd --.tta. 

The Cmapany proceeded wfth prothw:t:loa. Sim:e ao reluat1oa of dN apedficat:l._-. 

forthcoming, the Company had incurred additional costs 8Dd ~ forcacl to so off-site 

to purchase the fine bedding. 

The Staff maintains that once it was apparent Clarboa could not aeet the 

S&L requirements, Clarkson should have been required to 10 off-site to purchase fine 

bedding instead of being allowed to continue on-site production. Staff asserts the 

Company should not have proceeded with on-site production until receiving actual 

approval of the proposed relaxed specifications from S&L. Staff proposes to disallow 

$512,402 (total plant) for additional subcontractor costs and $2,237,757 (total 

plant) for associated direct materials cost. 

The on-site quarry includes the Plattsmouth and Toronto ledges. A 1976 

investigative report recommended against use of materials from the Platta.outh ledge. 

In a second supplemental investigation performed in July 1977, the eo..ission was 

warned that au excessive amount of fines would result from use of the Toronto li .. -

stone on-site if it was crushed to the fine filter gradation specifications of S&L. 

AD excessive amount of fines passing through the filter prevents, a.ong other thiass, 

proper drainaae. The report noted that fine filters would have to be iaported from 

off-site. The report suJiested that alternate gradations for fine filter and beddiaa 

could be subm1tted for approval. Ouideliaes for developina those alternative rrada­

ti088 were from I&L. 

fte cnuact ws awl'ded to Clarkson based n a aradat:ln other thaD that 

specified iaitially by I&L and allowd production through a dry proceas. Clar~ 

hl8 work lifo~JJdar 1911. 
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doe. h lidli ltd b n1u tts pillet• 

ltpecff:Scadou. siaM Ia W nl-.. ._ el fcs litad'lr:a ta diie peet. !Ida Mlllif 

by the Collpay we fwlrtMr ntafcm:M by eeruta r~•••e&tfou tn. sa. wlddl 

indudecl a stat--t wbidl njeete4 a propoee4 alternate aradada ia oMer to pw 

S&L .ore flexibility on alternate proposals oaee Clarkson besaa reek produetioa. and 

the appearance that S&L was wortins with the owners ancl Clarkson to arrive at some 

solution short of holdins fira to its specifications. 

The Co-isaion is of the opinion the COIIlpany did believe it could penuacle 

S&L to modify its specifications. The issue is whether prudency dictated a fira 

co-itment from S&L to that effect before proceedins with on-site rock production. 

The Commission finds that it did. No matter how convinced the owners were that S&L 

would "come around", it was imperative to have S&L's suarantee first. Instead, no 

relaxation of the specifications was forthcomins, additional money was expended for 

nausht and the owners were eventually forced off-site to obtain fine beddins 

material. Therefore, the Comadssion is adoptins Staff's proposed disallowance. 

d. Unit 2 

Unit 2 costs refer to those costs incurred in anticipation of construction 

of a second unit at the Wolf Creek site. Althoush the Wolf Creek site was chosen and 

developed with an eye toward acc~dating a second unit, that unit was never 

actually planned. 

In le: Kanaas Citr Power & Li&ht Company, 24 MO. P.s.c. (M.S.) 386, 408 

(19t1) (Iatan case), the C~~aion deterMined that facilities at a multiunit site 

fall iato three catesories: 

(1) facilities that can only be used for the first unit aacl caaaot be 

!IH4 aacl useful eo wbeequent ai u; 

fa~ilitiee r~irecl for the firet unit reserdlees of whether a 



of a ~ aa h die -. lthl~l•t .t.C&i ad 

fadUt.iu ~ an RMeiiMry to die f1nt. .tt.. nt wn _... 

anuct.n to Mna •dlae..-t afa at. a ooet put.c ~ U jwt 

oae aft ware coetuaplatu. _. yet an chuper cha h!Utaa 

eeparate facilities for each aubaequent wait. 

In this instance. Staff is proposing that a fourth category be adopted for 

f&cilities intended for use by units subaequent to the first unit which cannot be 

used or useful to the firat unit. Staff refers to these costa as apecifically 

identifiable facilities. Company considers them expansion costs. Neither Staff nor 

Company is proposing inclusion of those types of costs. All of the Co.pany'• expan­

sion costs fall within Staff's definition. Staff also enumerates four other costs in 

its brief which it contends properly fall within its definition. Those areas relate 

to the circulating water system (CWS) and the essential systems water system (ESWS). 

They are: a section of CWS for piping installed under a railroad track; a section of 

CWS intake canal; CWS discharge pipes and ESWS discharge pipe stubs. It was neces­

sary to install the piping under the railroad track now to avo~d th~ necessity of 

tearing up the track at a later time. The underwater portions ef the other items 

ware constructed before the cooling lake was filled. Apparently the Company con­

s!ders these costs as part of its common facilities proposal. 

A majority of the Unit 2 costs fall within the third definition. Thoae 

costs senerally relate to the coolin& lake earthwork, CWS, ESWS aud land that waa 

isundated as a reault of constructiOD of a lake larse enoush to acc~date tvo 

,lata. 

Tbe ~Y aDd ltaff differ as to their quantification of che coaaon 

fa~1lf:1ee iuvol~ins the eoolins lake. Wolf Creek'a coolins lake ...._res 

acree. 0.11 2,500 •~rea was uceaaar,. for the ahUns unit. ltaff ude an 

~a~.,_.,_, eeUMta of the ~-~• of e 500 H1'ct lake. l&:aff'a ~- fadUUea 
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,_.ala eleeip:t sjaa ft ts IUff~s catet:!a 2 .- ts a. 11nst., wid~ 

the project b _. .on apeuiYe ., tiM pn'risia fw a Heoad .St. '1M CIIIIJftJ 

arauu tbat it b illpi'Oper aot to c-.icler tu cost of a ur•tattle 1.500 are lab. 

The Collpay is rtU~Ustinl tba eo..isstou to ree.aider its dedstoa in tu 

Iatan case which excluded tbQse costs froa rate base which were iacurred above and 

beyond what the facility would have cost had it been designed for Ollly oae unit. The 

Commission notes that decision reflects adoption of the Company's position in that 

case. 

The Company maintains such costs are in the interests of the ratepayers, 

since additional costs would be required to construct the involved facilities in the 

future. The Company further maintains the decision to build such facilities was a 

prudent management decision. 

It is clear that the Wolf Creek location was chosen, among other reasons, 

because it would accommodate two 1,100 MW units. This was evidenced by the 1973 

Ebasco study, which evaluated potential Wolf Creek sites. Therefore, the Wolf Creek 

location is a multiunit site. The Comadssion finds that Staff's proposed fourth 

category should be added to the Commission's previous list of definitions for facili­

ties at a multiunit site. Although no Unit 2 was planned, certain items were added 

to accommodate tbat unit if it was ever built. Those iteu are not necessary for the 

a:btins unit and are not "used and useful" at this time. 

uae at all unless and until an additional unit :ls built. 

They are essentially of no 

Those ite .. would fall 

within tba fourth definition and include the four areas previously enumerated i" 

Scaff's propossl. fbe C~:lss:lon finds those costs should not be put into rate base. 

are of ~ valua whatsoever to the cuTrent ratepayers. The costs associated with 

atepry cuss an the ~oats esaodated witb des:lpiDI the first ait to acc~ate 
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for the first um1t. 

'file Ccllli!AJ 1lu sot ,usut1d dila c..t•• to~ tz. t.~a Pl'fiil8 

dechiora and the C~'a pH'Yioas pos1t1a :t~ t'- Iaca _.... !he C :IHt.a ftad8 

it 1a not :fn the current ratepayers' uteruu to c:Mrp tMa for coete aM¥e tllMe 

necessary for conatruction of the existing unit. Siace no aecoDd uajt waa ever 

actually planned, the Coalllission finds it was iaprudent to incur additioaal coats 

which were apparently baaed upon nothin& more than speculation and wishful th:f.ting. 

If the plans for a second unit should ever come to fruition, those future ratepaJera 

should pay for the benefits they receive from that plant: the current ratepaJera 

should not be penalized. 

The Commission determines that Staff's aethod of quantifying com.on facili­

ties costs is more appropriate than the Company's and that the items enumerated 

herein should be disallowed, along with their associated indirect costa. 

e. Daniel Fringe Benefits 

In early 1974, the Wolf Creek owners received c0111petitive bids from four 

companies seeking to provide construction services at Wolf Creek. Tbe lowest bidder 

on the project, and the one chosen by the owners, was Daniel. Daniel's bid included 

a frinse benefit adder equal to lS percent of the salaries of ita nODIIIBDual labor. 

That 15 percent could be adjusted to a maximum of 18 percent upon wutual asr....at of 

the parties. The frtnse benefit rate waa below that of the other bidders. 

In response to a 1975 KG&! request, Daniel, throusb Dean Drevitson, 

~oride4 a detailed breakdown of the 15 percent frtnse beDefit:s pecksp. lelyiDI OD 

thet re~e&eDtation, the owners accepted the aaouDt ADd si~Md the contract. 

llaff ~opoeee a t2,949,819 (total plaDt) dieallOWBDCe of the coats 

asaftiatad wtch the 3 parent •rbr iu fnuse Nuf:f u hued upon the onus' 

to .. tafu the RP'POftiua ,_._..tat:fou ucaeHI'Y to juc:U1 the :!Mnaee. 

~ Hflh;f rh ~HI' Staff ~"u poeef~11 ocaftdM the 
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Rfftdent en._. to draaanrata • 1S peft.C rata elilnW h diHllRIIfl. 

!be CIIIJDJ uiatdu tJ.t. Ol'ilful. frflltP "'-ftt IIIINU VU Mftl' ill 

queation, only ita se,.ratioa iato .U,.rte. Coapeay U'PM dda dfealla ce fa 

improper aince it wu not cUHlland :la the OE c:aae. Coapeay fvther arpu that 

even at 18 percent, Daniel ns low bidder on the project, hence ao illfrucllllc:y en the 

part of the owners wu evidenced. Coapany asserts the increase was nec .... ry to 

attract labor forces to the remote Wolf Creek construction site. 

In 1977, Coapany requested an explanation for Daniel's requeated fringe 

benefit increase at both Wolf Creek and Iatan. A letter which liated eleven cate­

gories and quantified increases in three of those areas was sent to the CO.pany.in 

May 1978. Company was not yet convinced of the need for the increase. In 1979, 

Daniel attempted to convince the Co.pany by submitting auditors' reports, which 

simply stated that the coats of the retirement program had increased. Both the 

Coapany and ita internal auditors maintained that inadequate justification for the 

increase existed. The Company's auditors suggested approval of the increase should 

be w1 thheld. 

In February 1981, the owners agreed to the increase provided Daniel could 

furnish a detailed breakdown of the proposed increase or a satisfactory certificate 

from ita indapendent auditors in support of the increase. The owners received 

auditor•' atat..ants once asain statins the coste of the retir ... nt prosraa had 

iure&Hd. 

Ia April 1981, the eontents of the orisinal Drevitaoa letter were dis­

cred:Ued ~ Daaie.l. Jiace the owner• could aot compare the reque•ted fr1qe urkup 

to &:I'M k~ of the oripul U pcrrceat, 10&1 deteniaed :ia hpt.-.r 1981 that 

&ltft'Mt:h•e left we ea e-'ft of Deahl 'a fr1ase bene.fU eccmmt by !G&I. 

did aoc ~he ,.l.ue ad the aollMaual frtas• benetU :tacrua• we 



'1M Cca:ldu~a ti~ ltaff'a ,.._!tia diat ada~guta Pi._. 
uista to cliNllow tM odpMJ. 15 peruat fdzp ~it ... t.. !U -.era nU_. 

in IOOd faith upon tM fDfon&tiR sum tted tO ~. !My Mel DO V8Y of bilovt111 

their reliance as placed upon false or inaccurate clata. 'Dae Coaaisafcm f:!1lillla it wa 

reasonable for the Company to allow the ori1inal 15 percent frince benefit. 

Bowver, once the Drevitson letter ws discreclitecl, there wa uo wy to 

determiue from the information liven whether or not the 3 percent 1ucrease was 

reasonable or justified. Obviously, Daniel and the owners felt only 15 percent was 

necessary at the beginning of the project. Apparently, some changed circu.stances 

existed to justify an increase. A flat statement to the effect that retira.ent 

benefits had increased was insufficient justification. A comparison of the original 

benefit areas to those areas exhibiting cost increases could not be aade, not by the 

owners, the Staff, nor this eo..dssion. Since there was no longer basic infor.ation 

broken down for the initial 15 percent fringe benefit rate, it was up to the eo.pany 

to require Daniel to supply detailed iuformation regarding the needed increase. That 

could only be performed by way of a detailed breakdown of both the origiual 

15 percent and the supposed increases to that 15 percent. 

It is irrelevant that the addition of the 3 percent markup still left 

Daniel the lowest bidder on the project. It was necessary to justify the cost 

iucrsase. Prudent management dictates more control over costs than was exhibited by 

Cbe eo.p&ny in this inatance. The Commission finds this to be particularly true 

efnce only oae moatb earlier the owaers were conafderfn& removal of Daniel as 

c•ttator due t6 low productivity. It is bard to iaa&fna allowance of au increase 

fn flin&e .... ffte ua4er eu~h ~ondftfons with ade..-te .upportins docu.eatatfon; it 

fa fMOMef'ft,le w:Uhuc n. 
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f. luelfat 

Staff proposes a $3,019,074 (total plaat) disallow.aca for the preadua 

portion of overtiM •a•• paid by the Company to recapture acheftle .. laya wbich 

occurred as a result of the seven months hold on safety-related concrete. Staff 

.. intaina the work hold could have beau avoided with adequate quality aaauraace 

proarama wben the base 11at and reactor wall were poured and the base 11at tested. 

The Co~y claias that Staff has not demonstrated a nexus between the 

concrete placement problema and its proposed disallowance. The Company seta forth 

what it considers to be the appropriate test of that nexus. According to the Ca.­

pany, the Staff must show that "but for" the concrete placement problem, the schedule 

recovery prosram (SIP) would not have occurred and the $3 million in extra costa 

would not have &een incurred. For example, Company submits that the winter of 

1978-79 would have precluded some portion of the concrete work whether there had been 

a stop work order or not. The Company further claims that a credit offset should 

have been siven eo.pany for coat savings due to the overtime prosram. It is 

eo.pany's assertion that Staff's use of the avoidance teat is inappropriate. 

The Wolf Creek construction project encountered numerous probl ... associa­

ted with the placement and teatins of the concrete for the reactor buildina base .. c. 

further problema were encountered which involved voids occurrins in the concrete vall 

of the rea4tor baildina. Those difficulties were major enoush for NRC representa­

tifts to ngest further concrete wrk on the reutor h:lld:lna should &e IUipnded 

,.wuq .-l:Uy aesur.RMe ill'prOV8Mftta, wbich included imprcwed cc:mcreta placba n4 

~••Udat:l• p'I'Hedu'se, further tn:loins fo'l' concrne plu:los craw, up,redina of 

JMJ:Mih~'l' ad :t_,..c:Ja prHeediqe 8Dd rtHluUa of ~t:lou em &ees ut ~:lt7. 
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of safety-relate4 ~te fD au.:tvu ot.Mr tLn t.M nee tor ftil.aa wu na 1 II 

Karch 22. 1979. Safeey-relate4 cncnte pl.aceant 111 tiM rHCtol' kiliia& wu eot 

res111Hd until mid-July 1979. aenn 'IIOftths after the atop work orier vu :lsMHid. 'lM 

bold was removed when the NRC determined that the ovoers had takan appropriate 

actions to correct the weakness in their unagaent controla and quality asnra!lCe 

program and when it had been sufficiently demonstrated that the base .. t .. t design 

specifications. A Schedule Recovery Program (SRP) was instituted in August 1979 to 

recover the resulting schedule lag. 

The Commission finds that Staff bas developed a nexus between the base mat 

and reactor wall problem and the additional $3 million expenditures. The Wolf Creek 

SRP states in its introduction "fc)onstructfon progress has been delayed as a result 

of the recant concrete bold. The options which are readily available to accelerate 

progress and place construction on schedule are presented within this report." The 

report further states that "[d)elay of the project is being caused by a lack of 

progress in concrete construction." 

It is apparent that the stop work order was directly attributable to 

inefficient management controls over that portion of the project. The record is 

replete with docu.entation froa the NRC which establishes weaknesses in the ovners' 

..aaga..nt controls and quality assurance prosram. It is further apparent that the 

SIP wu instituted as a direct result of the hold on safety-related coacrete. Those 

tindfqs, eouple4 wieh the Danbl quanUfication of the U aUlicm ._.., as J.s:lag 

lba ••t of rba rucwery Uu c~t of the SU, daonat:rate that Staff's propoaed 

~-u~a :Is reaaautlls .. 

'Jh c.pay's •r.-nU that <l'"tarUM W'814 have CNGU'1'84 wit~t tM IU 

and''-' a J ,ncant ~fu al14M~Ma wu pttnrdUa4 ~the hfinftin latf•«• 
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the rec~ tt. e!•fannnt d the It 111M "- .... Ualld tile& the liP wu a 

direct ruponH to the JaoU • Mta~hd ccaenta. fte C'!llllfq'a fan dint 

Hdit:loul overt:lna ia M:lq cliaall01N4 o~ diD tat nadtlq fron tt. MH at 

and reactor wall probl._ 1a uafouUecl. 

This is not a ratter of avoiclab:llity: it ia a ratter of reaaouable care. 

The determinative factor is that the overti.. stems directly from aaaagement 

inefficiency and that inefficiency should not be rewarded in the manner of allowins 

those overtime costs into rate base. This is true even if the Definitive !sti .. te 

would otherwise have allowed a snall portion to be recovered. The eo.adssion deter­

.tnes the Company's argument that a hard winter would have prevented concrete work 

during some of the seven-.onth period is not backed up by specific data. The Company 

does not address the temperature on specific days or mention which or how nany days 

would have been involved. The Commission dismisses that arguaent as unsubstantiated. 

The Commission believes that argument is a fallout of the Company's "but for" teat 

for which the Commission finds no legal basis and is rejecting. 

4. Start-up and Preoperational Coats 

a. Introduction 

The function of the Start-up Orsan:lzat:lon (Start-up) is to accept ayate .. 

or subsystems from the construction orsanizat:lon for test:lns and confirmation of 

Chair operability. The term used to describe the hand:lns over of such syate .. is 

"tur~r". Once successful teat:lns has been completed, the syat ... are then turned 

OYer to Plaat Operations. The Start•up Orsan:lzat:lon at Wolf Creek was pr:lnar:lly 

etdfecl wUb nte:lde conaultaata. I tart-up - Preoperational costa :lacreased fra the 

1911 O.f:luUn t.Unate l~Yel of f23,704,.500 to UOS,Sot,2to in actual expenditures 

M of Jfftcb , I 98.5. 

tw~e tll:ru ..,.rate adjucna.u to tba haoperaUoul coats 

:~~ 111~>-;-w .apprid:SMI11.11 t1J R fha adjUUMI.I -.-.A--
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support the enhneed ayat• ~r prop-a and help cornet qalfty doe_.uun 

problems. 

b. Excess Start-up Peakinc Costs 

Staff proposes to disallow the difference between the actual Start-up 

Peaking costs as of March 31, 1985, of $115,631,100 and Staff's allowable Start-up 

Peaking costs of $71,997,071. This results in a $43,634,029 disallowance of costs 

associated with outside consultants. Staff did not utilize the Definitive Estimate 

in determining its recommended level of start-up peaking man-hours because the 

Definitive Estimate was based upon use of permanent plant operating and maintenance 

personnel performing the majority of the testing, mini.al use of contracted engineer­

ing assistance and heavy reliance upon vendor activities. Only 41,600 man-hours were 

allowed in the Definitive Estimate for Start-up Peaking. 

Instead, Staff began by utilizing Revision Ten of the Start-up Organiza­

tion's Staffing Schedule (Staffing Schedule) dated November 1981. The Staff:f.ng 

Schedule forecasted the need for 550,836 mtin-hours after December 1980, including a 

10 percent overtime allowance, in addition to the 44,265 man-hours previously 

expended. Since no manpower curve was forecasted for I&C Technicians, Staff 

increased the forecasted man-hours by 48,620 man-hours to obtain its estimate of a 

reasonable start-up peakins forecast in 1981 of 643,671 man-hours. 

A comparisou was then made to the 1981 Callaway forecast for outside 

.care..., couwlta:a of 631,161 •a-hours. The Callany fipre did not include 

...-hours for flushinl and hydrostatic teatins, which WI& not perfor.d by ltart-up 

a1 Cal.laRJ •• :U was ., Wolf Cr~~k. lUff therefor~ •.Uoncl a4d:Utone1 un-bwra 

~the foracut 'M fiHU:A~•UoneJ _,.U:Sone to uw nky8t,_J 
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addit1a. Staff ~ a 2l ~ cad•a q _. M.no 1 m ••• fw ...._. ia 

various npport capacidu fn. Jaaury lHO ~ heellhr 1913. Te UTi'N at 

that nUIIber, Staff utilhei a 12.4 percent avaraae cmartiae rate fn. Jauary 1980 

throush October 1982 and a 32.1 percent averase rate fro. IOve.ber 1982 throush 

December 1983. A 5 percent continsency was then added. Staff also allowed .an-hours 

for several other activities that had been allowed at Callaway. Aa a result, Staff 

allowed 1,374,777 start-up peaking .an-hours or $71,997,071. 

In support of its proposed adjustment, Staff has set forth various reasoas 

which it suggests contributed to Start-up Peaking costs in excess of the level 

determined by Staff as reasonable. The first reason identified by Staff is the 

uncoordinated construction ca.pletion effort at the project which was ca.pounded by 

rework. That rework, according to Staff, resulted from inadequate, ineffective 

action by project aanagement, SNUPPS changes in the interpretation of regulatory 

requirements and Bechtel design changes. 

Successful integration of the Construction and Start-up schedules is 

necessary to project a reasonable fuel load date. That successful integration is 

continsent upon the status of construction coapletion. Staff contends the 

deficiencies in bulk quantity trackins affected the ability to plan manpower levels 

to meet a forecasted fuel load date and the accuracy of predictions of future unit 

rates, because Start-up was uncertain of the status of construction. The problem was 

exa4erbated by an early shift from bulk quantity trackins to syetem empbaeie. Staff 

points nt that the owen wre warned as early u 1980 that Da1el 's trackins of 

t-.tall_, meteriall was feac~ate. 

fts priaay ft~PMt of rswrk was in the pipiDI, pipiq hsnssn, INAC and 

G~iU.a arMS.. ns r.wrt fane 1a addressed 110n f~ly d!Hr 

! .. , :t.hr fts IIDI'PI cbapa :In inur,racaU«~m: 
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enply with the actul nHpd~t. 

equipment chana• as a raault of this aodificatioa was error &ad aot re1ate4 to 

regulatory chanae. Accordina to Staff. the delays in the conatructiOD aad coapletioa 

effort were due to this rework of installed co.moditiea and desian chaacea which 

adversely iapacted Start-up. 

Staff's second reason involves ineffective and/or inadequate corrective 

action by manageoent to perceived constructio~ and turnover docuaentatioa probl ... 

which resulted in delayed system and subsystem turnovers to Start-up. Start-up was 

not receiving complete and accurate documentation of systems status when the systeas 

were turned over to its control. The owners originally became aware of the 

documentation problem in late 1981. From 1982 on, the owners were reminded of the 

problems with turnover documentation. In fact, the NRC issued a Notice Of Violation 

And Proposed Imposition Of Civil Penalty relating to one system that was experiencing 

these documentation problems. The owners' attempts to ~ddress these problems took 

the form of task forces formed in 1982 and 1983. In February 1983 a stop work order 

was issued so that a System Turnover Quality Action Plan could be developed to 

correct the Daniel documentation problem and assure that Start-up receiYed the 

accurate status of turnover systems. This prohibited turnover of safetr-related 

systus from Construction to Start-up. When the atop work order was l"fted in May 

1983. Start•up testina was 61.4 percent complete versua a 72.5 percent projected 

~ompletion. In other worde, Start-up testin8 was three and tbree-quartere .onthe 

._bi8d :~chedule. 

!be lt•ff'• thJrd reasOD rel•t•s to the ovaer•' dec1•~oa to ·~·· the 

Ia *7 1913 projtKtd fuel 1N4 date vu acealereted fr• 

lo Aupilt l9Nw Aup8t Uti VU ~ .,_ n &lt>H, 
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accalarata Start-up proaraaa Wicil uti falla hlda41 ._ c0 alow pzoan- ia eo~~­

pount ralaaaas and ayat- turnovers fra Conatruetioa. 11 fte iacraaaa ia peraoaaal 

was accCJIIP&IIiH by the fraecl• of Start-up to ua ovarti• aa neriecl. In Dacaber 

1983, the owners implemented a 24-hour Preoperational testing scha41ula which requira41 

the usa of overti... Aa a result, overall productivity declined and increaaed .an­

power was needed. 

The Company attacks Staff's quantification of allowable start-up peaking 

man-hours as being unsupported by this record and thus denying Co.pany of its right 

to cross-examine. The Coapany argues that Staff's evidence of particular 

inefficiencies is not tied to specific cost or schedule effects. The Company asserts 

that the Staff's use of the Callaway figures is an invalid analysis since no 

comparison was made to dateraine whether such things as schedule and order of con­

struction completion were similar at the two plants. The Company maintains that 

Staff's allowance for nonmanual overtime is inconsistent and that its ratio of 

DODm&Dual to manual personnel is unrealistic and unsupported. The Ca.pany suggest• 

that aince Staff witnasa Stinnett's testimony is tied to Staff witnesa Renken'• 

findinge, his concluaiona are equally as flawed. Company faulta Mr. Stinnett's 

quantification for not accounting for acope chanses allowed by Mr. Renken or for 

adequate rework which the Ca.pany believes may not hava been accounted for in the 

2S perc•t cntiagenc:y. 

Tha C'4lllpay nasou that there :h1 uo such thiDI u a trouble-free project 

and c'-t :it 1'H,a4ad to che probhM it euoatuad iD a effec:Uva and UMly 

:t t ns pdmar:Uy nplatory chaps ad uot 

,._ rssaiM cilad by katf thel iuraascd :tu cosu. CnpMf pnadtad iRdutry 
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accurately reflected the .-,.r ad the t,_ of ~ ueUd for kiln-up 

Peaking. The Staff's coapariaon of the 1981 Wolf Creek Start-up lorK&at with tbat 

of Callaway is an appropriate method of determining vbetber the costa expended at 

Wolf Creek were reasonable, since the plants are substantially identical units. 

Staff's c011parison re•ealed that the two forecasts were 111&rkedly siailar. Yet, Staff 

determined that was not an adequate amount of forecasted hours for Start-up Peaking 

and added additional hours for various items discussed previously, including 

nonmanual flush and hydro personnel. The Commission believes the nuaber of nonmanual 

Daniel. direct and contract personnel in the flush and hydro group st Callaway was an 

appropriate number to utilize to increase the 1981 Wolf Creek forecast. The Ca..ts­

sion does not believe the overtime percentages were applied inconsistently. In 

addition, Staff allowed a 25 percent contingency to cover necessary rework, regula­

tory lag, etc. There was no evidence by th~ Company that this 25 percent continpncy 

was inadequate to cover the necessary rework. 

The Commission finds Staff's method of determining a base line estimate 

fair and reasonable, particularly in light of the evidence that the start-up 

cOD&ultant's man-hours at Wolf Creek were not tracked to specific actiYities and that 

wbet eYidemce there was for the Start-up Peakins budssts at Wolf Creek was 

ineuffidntly detaUecJ and :lmconeisteutly docUI!Wlted, unl:lke that of Callaway. Tile 

C111paay ws not held to 1u hfiuiUve let:hrate, flO!' aYaD to its 1981 forecat. 

Steff el~d edditiOD&l ...-~e Vbiab it attempted to p~oject ta the moet accurate 

__. ,.ae:l~le, _. of cbe _...iMm1'e allowd for n :ldnUael DDWI .Ut. lt 
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explauti-. for th coet O'MrnM pt'O?ide a tho~ -.d.ft&tadiua of th prQ! .. 

encountered by the Coapany in the coaatruetioa of VOlf Creek. The c...de:toa ftnde 

that the delays in coaatruction completion due to rework as set forth by Mr. Renken 

in the Direct Labor Man-hours section, Section I.C.l. above, did carry over into the 

Start-up area. 

The evidence indicated that there was a quantity tracking problem. It was 

demonstrated that an accurate projected fuel load date hinged upon forecast unit 

rates being achieved, manpower assigned to priority systems actually working those 

systems, and remaining quantities for each system being accurate. Without proper 

quantity tracking, those three requisites could not be met, an accurate projected 

fuel load date was impossible, and Start-up bad no way of determining the actual 

status of the systems turned over to it. Although Company attempted to correct these 

probleas, its actions were clearly ineffective for the most part as the same problems 

continued for several years. 

The Commission recognizes that there were significant probl ... with system 

turnover documentation. Slightly over 5 percent progress was made in system 

turnovers froa February through May 1983. The same was true from mid-May to lllid-June 

1983 for Preoperational testins. From mid-June through mid-September 1983 no 

prosress was .ade in Preoperational testing, Althoush the Company arrues that no 

•~HJcantial delay resulted due to the component nlee:e prosram, the evidence 

i.t:tc:aces that one of tba C0111pany'• ow consultan«:a in December 1983 Hid increases 

Js pett.--1 WI'S beins N4e to accduate Start ... up, wbicb had falln behind m to 

rba propeee :Js •OIII'pOIISnt l'deasee and syeum tui'SO"'en. Clearly, there ws 
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quantify the coat: of t: ... ..Ut:ia&l ~~" a~ 1• t• ~ - Ia ita 

reeondliat:lon pacbpa. Tha. Cnlipuy W!Rld ~ ~ c-suta an-all~ 
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believes that they cannot ._ uaed to indicate ~allieDt effic:leacy. Even if aach 

were not the case. the Commission has nothing against vbich to ca.pare the coats of 

that performance with other plants. nor any idea how the Collipany'a actual. as opposed 

to projected. fuel load date would compare. 

The Commission finds the delays resulting from an uncoordinated construc­

tion completion effort. coupled with significant documentation probl.-s. appear to 

have contributed to delays in Start-up testing and eventually to schedule compression 

which resulted in additional man-hours, through additional personnel and overtiae, as 

well as lower overall productivity. Although management attempted to alleviate sa.e 

of the problems, its reactions were ineffective overall. This was obvious at the 

time and is not premised upon a hindsight analysis. Based upon the foregoing, the 

Comadssion is adopting Staff's recommended adjustment for excess Start-up costs. 

c. Newport News Industries 

Staff bases its disallowance of all costs incurred for Newport News 

Industries' preventative maintenance services upon Staff witness Renken. The 

preventative equipment maintenance at Wolf Creek was supplied by both Newport Revs 

IDduatries and Daniel. Daniel alone exceeded Staff's recom.endation of allowable 

uno-hours and Mr. Renken contends those san•hours should have been sufficient to do 

all of tbe sainteD&ftce work. Consequently, Staff rec~nda disallowaaca of all 

coats for the au~ontractor, Jewport lewa Industries. 

as Dcaiel did pre­

~~n'"'u MJat~e ad ~rt leWI did nly post•tunRer sainteD&ftce. The 
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d. Prelildnerz Operations - Daiel Coat Catesortu 2.94 ad 2.9S 

Staff recommende a $17,057,054 dieallowance aseociated with Daniel coat 

accounte 2.94 and 2.9S. Tbeee accounts cover Daniel craft support of Start-up 

activitiee. Since Mr. Renken baa included allowances for direct labor necusar,. to 

complete the plant and provide prelimdnary operationa support, Staff contenda it is 

unnecessary to allow these costs. 

The Company argues that Mr. Renken has not properly accounted for all of 

these man-hours. Even if he did account for soma of the man-houre in these cost 

categories, they would only reflect 20 percent of the total man-hours used. Company 

aaintaina that all of the man-hours should be allowed since they ruult fro. such 

things as delays and retestinge due to TMI regulatory requiremante, cold ehutdovne, 

fire protection and security syeteme, which Staff does not refute. 

The Commieeion has previously adopted the level of direct labor man-hout3 

recommended by Mr. Renken. The Commiseion finds that Mr. Renken's analysie 

adequately accounted for increased regulatory requirements. The CO..ission does not 

pat much credence in the Company's reconciliation package analysis. The reconcilia­

tiOD packaaes have been showa to be severely lacking, particularly in the area of 

~te quantification of reaeone for coat variances. See Section I.C.6., Project 

C..t lec~iliation. ~ C~seion believee Mr. Iankan's direct labor UD-bours 

~~·· a renonable 1 ... 1 of craft effort to pr09ide preli~aary oparatiODe 

._901ft 814 to ca.,leu the plat .. · ~rdore, the c~ssion is adopUaa Staff'• 

f~®--18ded ~iiiAJil~~~· 
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proposal to diaallov the coat of all addit:hmal penoaaal brotllht oa after w.:ld-1983 

to adequately staff the turnover effort. The Coapany coateuds iucreaaad Quality 

Assurance staffing was not needed until that time. It is the Coapauy's further 

contention that if the Commission should want to diaallow any of those .an-hours, it 

should only be those related to inefficiencies, yet Staff proposes a diaallowanee of 

all personnel. 

The Commission finds that additional personnel were needed as the number of 

systems being turned over increased. This would be true even if the Commission had 

not previously found there to be difficulties in the Start-up effort. Therefore, 

only a portion of those man-hours should be disallowed. Since the Commission has no 

way of determining what portion of the total man-hours is properly disallowed, the 

Comadssion is of the opinion the disallowance should be rejected. 

5. Daniel Fee 

Pursuant to the contract between the owners and Daniel, Daniel vas to ba 

paid a construction faa for their services in performing their scope of work for Wolf 

Creak construction. Tba faa was to be $4.5 million on a contract faa base of $600 

~11ion plus .75 parcant of all dollars expanded over the $600 willion faaable baaa. 

The as-built coet of the Daniel construction fee for the period andiq 

Marcb 30, 1915, was $1,417,095, excluding retention. Tba raaultsnt $3,917,095 

•ariaca ..... the ksa f4 .. 5 ldllion faa wae caused by actual incraaaaa to tiM faa 

~ caauuct:ln cuts • 
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have been previously discussed. This section pertains to the C~'s reconcilia­

tion packages, the resulting Reconciliation Management Summary and the Staff's 

rebuttal and surrebuttal cases relating thereto. 

In 1979, Staff began its const~tction audit of the WOlf Creek plant. In 

mid-1982, the owners determined that a cost reconciliation process vas needed in 

order to adequately respond to Staff inquiries into the underlying reasons for 

various cost overruns above the Definitive Estimate. This resulted in the develop­

ment of the Wolf Creek Reconciliation Group and numerous reconciliation packages. 

The Reconciliation Group initially intended to coordinate reconciliation 

efforts with similar efforts at the Callaway plant and to reconcile quantity 

variances from each yearly project to the next, rather than from the Definitive 

Estimate to the most current forecast. The evidence indicated that the coordination 

of reconciliation efforts was unable to take place because Callaway's reconciliation 

effort vas farther alona than Wolf Creek's and in addition UE apparently believed its 

own reconciliation effort vas superior to the effort at Wolf Creek. Mr. Renken 

testified that callaway's reconciliation effort vas superior to that of Wolf Creek in 

hh opinion. 

After institutina the oriainal reconciliation, the ownera diacovered that 

tiM foreaut-to-forecut recondUsCion they had dneloped ws not sulf:ldet~tly 

~~:las l~ff's tuestf01le. "-Y subss4U111tly s~o.s4 that approach and utilized 

of &oat c~.-s ~~ the Dsffa:ltfvs !stiaate to the 1913 forsc&et. 

fa tiM ~ss:ln of 61 rscOM:IUst:ln ,eckqes to l~ff. 
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late 1983, tbe c:NHrs n!lae~dy 1DIIicated to Staff :lm tM epri-a of 1M4 dlat aa 

reconciliation pacbpa would be iuued whleh recoaeiled coat c0apa froa tbe 

Definitive Estimate to the 1985 foreca8t. Those racoaeiliation packaaes were to 

superced~ the previously submitted reconciliation packases. This substitution waa 

performed over Staff's objection that its previous efforts would have been for 

naught. Staff requested that the Company instead correct the deficiencies of the 

previously submitted reconciliation packages and only reconcile the variance froa the 

1983 to the 1985 forecast. Company denied Staff's request. 

The Definitive Estimate to 1985.reconciliation packages were revised 

substantially, in many cases adding new reconciling items while deleting previous 

ones entirely. The reconciliation packages were further updated in Mr. Linderaan's 

rebuttal testimony, where additional reconciling items were once again added. Staff 

was apparently not informed of the updated information until that filing. 

Staff's evaluation of the reconciliation packages demonstrated that aany of 

them relied extensively on estimating techniques, including order of aasnitude 

estimates and plussed numbers, as well a• unquantif:led explanations and various other 

support which was unverifiable. Order of masnitude estimates are approximate esti­

mates made without detailed ensineerins data and, accordins to Mr. Linderman, ranse 

:la accuracy from +60 percent to -40 percent. Plussed numbers represent those 

:lastancee where a number of explanations are presented to explain a portion of a 

reconcfl:lna item variance. Tba rama:ln:lna unreconc:lled dollara are then ass:liD&d, or 

pluaed :ht, co tbe vadaace axplanaUon tbet rama:lss. OnquncH:led explanatiODs 

co t~e ~--~~•• Where two or mora re.ao.. are prov~ded for a reconcS1Saa 

ftd~e .. 
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imprudence by tbe Staff. Staff's rebuttal case ccaaists of a i.-dept• ~natioa 

by OKA of approxi1Diltely oue-tMrd of tbe recoadliation packapa npplied by tu 

Company. OKA analyzed the extent to which quantifications presented in tbe recon­

ciliation packages were capable of being verified; in o~er worc!s, where there ..,.. 

sufficient information presented to allow a determination of reasonableness. Staff's 

surrebuttal case attempted to assess the reasonableness, quality and aaount of 

documentation which supported the variance explanations and quantifications. Staff's 

proposed disallowances relate to those areas where insufficient docu.entation and 

quantification existed to allow Staff the ability to determine the reasonableness of 

the variance explanations. 

Clearly, the Company did not have a system in place which allowed it to 

track the causes of various overruns contemporaneously with their occurrence. The 

variations in the foraats of the reconciliation packages demonstrate there was no 

consistent and reliable basis upon which Staff could conduct an audit. Complete and 

accurate information was necessary in the reconciliation packages, since the owners 

ware providing answers through the reconciliation packages to questions which 

deYeloped durins Staff's independent audit. 

Althoush the Commission asrees with Company's assertion that it may not be 

~aible to aaaisn reasons for overruns with absolute precision, the Commission be­

liaves that a system could bs?e been and should hSYe been implemented which at least 

attempted to classify tbe ressona for tbe overruns at the time they were incurred. 

After~t.._faet eatia.tes with wideo-raaains accuraey, plu~aed nUIIbers aDd pases of 

cor~MUtute 

rltii!NN1UI~l411~~ ca h _.. 

info~tion fro. ~~~h • det~rwdaa• 

t. u• i~ ~,u~ of Hr. '• assel'• 
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tb•y did not properly ueeas the exeat to wbidl coat oven:"UZW wre attrflmtUle to 

problUIS over which manaa.-ut had ccmtrol. Thu. Coapauy WQQld U.. th C~ss1011l 

believe that all coat overruns were wisely and prudently incurred. 

Although the Commission aarees with Staff's underlying analysis wbich 

demonstrates the deficiencies in the reconciliation packages, the eo..ission cannot 

accept Staff's proposed disallowances in fts rebuttal and surrebuttal cases due to 

the fact that the presentation of those cases was somewhat inconsistent and difficult 

to relate to the direct case. 

at times, vastly divergent. 

choose the lesser of the two. 

The figures in the rebuttal and surrebuttal cases are, 

The Commission believes it is inappropriate to si~ly 

One of the evaluations should reflect the actual 

amount of cost overruns which are not supportable. The Commission finds the use of 

the discrete versus independent evaluations somewhat suspect in this instance, since 

the Staff did not delineate the categories of all of its evaluations until requested 

to do so by the Commission at the end of the hearing. That delineation was filed aa 

a portion of Late-filed Exhibit 604. 

For the foregoina reasons, the Commission is rejectina Staff's proposed 

disallowances in its rebuttal and surrebuttal cases as they pertain to the 

reconciliation peckaaea. The Commiaafon determines that the Objection Of Kansas City 

rower 6 Lilbt Company To ~aaion Of Staff'• Late-Filed Exhibit 604 is .act, since 

th c..taaion 18 aot raly:Jna upoa tbat ahibi t nor i t8 diffaranUation betwan 

d:iacrata ad :t_,.padnt evalutiona for ha Uuiap. The COIIpeD)''a Motion To 

IU":Su '•"'IIM'J J4, JH6, .,.,. Of Staff's C.ae iavo1"Yaa the Q48te4 ftraiou of 

.IDd Apfa41s A co the IMrfa, _.,.._. TNt ftntoa of lahn.t c !92 S1 

nU-' ., lha ~ealoa _. ~is A e:iapl1 _,.tee die SSN88 



od&tuUy ._i~~MtM is d!a ~ Hta:11 ~till. ~~ d!a Ct mt•t• 

cletezaiua die C:auaayta .ct• ia &1M .-: .. 

D. ...Ue c.mnl'a heiU• 

1. ~ae.e .Wjut.mt 

Public Cowulel coateuds that XCPL failed to coucluct n a.._te ravin of 

its decision to continue to build WOlf Creek between the years 1977 and 1982. Public 

Counsel aaintains that this failure to reevaluate the decision to continue the 

construction prograa was imprudent ad recOiii!IHncls n adjustllellt wher~ the alleged 

losses associated with not having cancelled Wolf Creek are excluded fro. rate base. 

Public Counsel's prudency adjustment focuses on the Company's generation 

planning during the period subsequent to the NRC licensing hearings, 1976 through 

1982. 

Construction estimates for Wolf Creek prepared by the owners nearly doubled 

from April of 1973 through December of 1976. However, the definitive estimate 

included no recognition of the existing cost escalation trends. In the industry, 

nuclear O&M costs rose 37 percent per year during the years 1977 through 1981. 

Capital additions for nuclear plants increased 31 percent per year during the same 

period. In March, 1979, the Three Mile Island accident occurred causing grave 

concerns about the future of nuclear power. 

In early 1979 and 1980, the construction engineer and project manaaer were 

questioninl the accuracy of the project's cost forecasts. In 1981, the Company's 

construction .anaser recognized that the project was slippins six to eisht months per 

yur a4 that the hdset was increasins UOO to $300 million per year. The project 

~.-r stated that be bed little confidence in a 1983 commercial operation date or 

that tha ,lsnt could be c~leted for $2 billion. 

11111 A1Wf1, !911, ICPI/a enerSY sunlr coor<~Uut::hll c-Htee cleteniJned that 

,_!Ut~ ls,edcy we ue484.. c~Uee indicated peakiq capecUy 



percat of :!U ltll 

Ia Upt of tu a~ ceui~t:iae,. 

utility aaaa.._t 111:Md&l ~ evalat.e t:U eomt:i-dom of V.lf Cnelt .,_ ~111 

a study ca.parina alteruative aaeratf• opt:!-. 

that between 1977 aDd 1982. ~CPL &11&1 not perfom ay sipffieat sbldies eftl.uat1a1 

the merits of coatinuing the project as opposed to pursuing alternatives. 

The Company did perform some cancellation cost analyses but no analysis vas 

made to determine the cost of an alternative generation plan. Ca.pany witness Doyle, 

KCPL's president. Chief Executive Officer and Chairman of the Board, cited certain 

1980 studies performed by Ebasco Services. Incorporated, Dr. Ja.es F. Hanley and 

Cresap, McCormick and Paget, Inc., respectively. None of the three studies coapared 

Wolf Creek construction cost to an alternative plan. 

Company witness McPhee mentioned a 1980 study performed by Company witness 

Evans for Kansas Electric Power Corporation comparing the Iatan generating unit and 

the Wolf Creek generating unit. The evidence reflects that this study was not relied 

upon for planning purposes. 

In 1980, the Company engaged Decision Focus, Inc., for a generation 

planning study. However, the study assumed Wolf Creek on line in 1984. In response 

to the Commission's order in Case No. E0--81-101, directins the Coapaay to perform a 

pneration expansion study, the Company filed KCPLAN 81, which also assumed Wolf 

Creek. 

Public Coun8el's w1tuess Rosen analyzed coal versus nuclear studies 

perforDed b1 10&1. IC&I performed nuclear versue coal studies in 1973 and 1975, 

vlddi foa4 • afi>&Dtale tor auclear powr. The 1975 study fouad a leveliaed anal 

#Hf of fll.fS ldlUn per year for audear aM $17.79 ldlUon for coal. Gil 

Citro ••··~~ 8h<Ue8 fa Nt' arapb form au ia 1980 lk8CO ler"lftcse, 
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IDcoqont.N rmaM • fi'ft pndeu -..tar ..... CN1 ..au!! 

little fu.,ndat U.lll'dl all - .. HI!UJIIIISC -.1~1! .. 

GO prepan4 a 1Ml ~ s~ ccqmaa Jeffn7 3 coal att. Wolf 

Creek and two referee• coel a.fU fnodq the m~elMr •in. AldMNp tlda ahdy 

appears to overatate coal 06M ad UDders::ace m~elear O&M it is ~whether ECPt 

relied on this study. 

Rosen testified that none of the above-referenced studies a.ount to a state 

of the art reasses ... nt of nuclear versus coal based on the ... rging knowledge of the 

relative cost trends of each generating option. 

Rosen performed a retrospective analysis taken from data available in 1981. 

The 1981 time frame was chosen for the following reasons: (1) the Three Mile Island 

effects were known; (2) the industry literature contained many of the cost trends 

which bad emerged by that time; and (3) restrictions on gas consuaption and gas-fired 

boilers had been rescinded. 

Rosen's. retrospective study assumes: (1) $2.279 billion capital coat for 

Wolf Creek based on data available at the time. This compares to the owners estimate 

of $1.95 billion at the time; (2) actual O&M expenses for nuclear plants through 

1980 assumJng growth at two percent above inflation through 1998 and at the rate of 

inflation thereafter; (3) capital additions based on the coat of total additions 

through 1980 adjusted for eati .. ted growth rates; (4) nuclear fuel costs based on 

XCPL's 1982 forecast; and (5) decommissioning costa of $101 million. 

The retrospective analysis assumes a 436 megawatt coal plant in 1992 to 

replace ICPL'• ehare of Wolf Creek at a coat of $1.072 million. It also assumes 300 

._.,,_ of c016uUoa tnrltiua in tbe 1980's. The aulyaia asnass a 74.3 percent 

apacicy factor for tbe coal plat and appro:dmatdy 60 parcenc capacity factor for 

,.If Creel.. hior to the 1992 coal plat, the en.alysia aaaaes a fuel tdx of 92 



perc:at nc:O'ftr'J of Mit~ tM nbiil1ii. on Hlllllk ~ ~ ,un11 ct. ~-

of Wolf Creek repHHate a c:WIIildaUft at 1-. to tiM ~ of d•rut $140 

sill:lon as C:Oillpared to el.Nm6i ent of the projac:t Mit~ eou~tion of 300 •a ana 

cf combustion turbfn~s clvriaa thel9808 aloq widl the 436 -.-us of kn 1084 coal 

!o 1992. Assuaina 100 parent return of but DO return on the sunk inveat.nt O'Mr a 

:en-year period, results in $641 million coat to the ratepayers for coapletion versus 

cancellation. 

Based on the retrospective analysis, Public Counsel proposes that a penalty 

should to be assessed against KCPL for failure to cancel. Rosen proposes the denial 

of Wolf Creek losses which were incurred subsequent to 1981. Rosen calculates this 

cost at $897 million by subtracting abandonment costs of $969 million from the Rosen 

calculated losses associated with Wolf Creek which are discussed in Section II below, 

Economic Excess Capacity. 

Company witness Doyle testified that although KCPl was aware of escalating 

costs, schedule trends and diminished load growth, the Comr,any took the viev that 

cancellation was not in the best interest of the customers because of uncertainties 

regarding natural gas, foreign oil supplies and increasing coal costs. 

The Company's 1975 generation expansion study was admitted into eYidence as 

Exhibit 512. That study examined 24-year cumulative differences in costs for seven 

seaeration plans assumina hilh and low escalation rates. Under the high escalation 

rete scenario the plan essumina 412 mesawatts of latan in 1980 and 475 .. aawatts of 

Wolf Creek in 1982 was the sixth most expensive plan. The mo•t expensive plan 

a~..-ed cbs cancellation of the 1980 Iatan plant and Wolf Creek as a fossil unit 

tutaUed ia 1912. 'I'M least expensive plan wa1 a cancelled 1980 Iatsn coal plant 

~ 515 .. ,.._,,8 of Wolf Creek as a auclear plant 1n 1982. The 1econd .oat cost 

eff.ctf~ ,liD ... ~ la~ or Wolf Creek unit. Un4er the aceurios asa~n1 lower 

e~C:alattn Fates, •eawets of latan :Ia !910 and 475 •eawtu of Wolf Crnk Sa 

• 



• 
1M2 WU tM -.t MJI!UIWA U. leut MJRUf~ pla Ul Ill - ~- laca 

ait .. - v.u CnK a~ClMr -.tt .. 

Ia le:: brree a9 hwr 6 LiPtc £!•!19• U liD. P.I .. C.. (11 .. 1.) 474. CU. 

Co.pay wu fouad by the ~nioa to~ ucua eepeeity ad the COIIIIIdnt• 

criticized the Coapaay for iiDOriDS the above-deacr1bed 197S a-aeration plaaains 

study. 

In light of the above, the Coamission asrees with Public Counael that 

prudence would have dictated a careful evaluation of whether the Wolf Creek plant 

should have been cancelled. The CO!pany's 1975 generation study should have raised 

questions as to whether the Company was planning excessive base load capacity. The 

CO!pany should have reevaluated its generation plan on an ongoing basis. 

Nevertheless, the Commission is unable to find that the Company should have cancelled 

the plant in 1981 based on Public Counsel's retrospective analysis. At that time the 

Coggpany had expended approximately $510 million for its share of the Wolf Creek 

plant. It has been shown that capital additions were not included in Rosen's studies 

until 1983 and in addition, the Commdssion is of the opinion that Rosen's capacity 

factor for Wolf Creek is understated thereby overstating the Wolf Creek associated 

loss that would be calculated under such a study. Therefore, the Com.ission is not 

convinced that if Co!pany had performed a generation expansion study it would have 

concluded that the plant should be cancelled. Accordingly, the Commission determines 

that Public Counsel's prudence adjustment should be rejected. 

2. konO!ic Excess Capac:i tY 

Public COUDael aaintains that Wolf Creek represents a lora over its 

Ufet:faa ~ thue w111 provide no ecoD0!1c benefits to ratepayers. Publ:lc Counaal 

cont..._ that becaaa. of tha alleaed losses, econoa1c excera capacity exista on 

.,_,... lased ·~ traditional ~uaed and useful" theoriea utililed in 

~••• upadty edju~cs, ~d rec:~d .. chat tha 

~ee:lm~ , .. rJ~u ~••ee:tetad ric• dhplll eeonont~ ttm:ttu 



fropoeu tut tU .._.., tU CnM u ud:at• 11 &. 

rate baa while an.ma :hlll'HO'ftry of ~iat:fa alii tU!U --s-~ wiD tU 

Wolf Creek iavestDaat. 

Public Cowutel witllau baa testified tut ris1q capital c•b• dsiq 

O&M costa ad Wolf Creek bains the wrons type of c:apac:lty for ICPL 's ayst• 8Hda 11u 

contributed to the economic excess capacity. 

In order to determine whether Wolf Creek represents economic excess 

capacity, Rosen performed a coat benefit nalysis of the effect of Volf Creek over a 

30 year lifetime compared with the cost of meetins the system load wi_tbout Wolf 

Creek. The analysis is based on measuring the annual required revenues for the 

Company assuming Wolf Creek in-service and operating in one case and assuming that 

Wolf Creek had never been built in a hypothetical alternative case ("Wolf CreL\ in" 

and "Wolf Creek out" cases). Rosen's analysis measures the difference between the 

two required revenues streams on an annual and cumulative present value basis. 

Rosen's analysis, designated his "reference case" under the "Wolf Creek in" 

scenario, assumed capital costs of $2.90 billion and an October 1, 1985, in-service 

date. The analysis assumes 1986 O&M costs at $76 million increased over 30 years at 

one percent above inflation which is a real growth rate of 2.5 percent. The study 

assumes first year capital additions of $45 million assumed to increase at an avarasa 

escalation rata over the first 25 years at 1.5 percent above inflation. This 

estimate is baaed upon a study of nuclear plants for the years 1970 throush 1983. 

The "Wolf Creak in" case assumes a 56.2 percent annual avarase capacity factor over 

t'* life of the plant. 

lmtn's "Wolf Creak out" caee ueumas a 1.5 parent reserve marpa, capac:tty 

,.-cbuaa of 100 MPftUs for 1984 a4 1985, capadty purchases of 200 Mpwtu for 

Th Wolf Creek ~~mt use ea.-a 200 •sawtta of com&Nacin nrbia• 

• 
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coal Ullit _.... is dM ,_r 1160. 

811JIUI:tt 

laHcl on cu ual,ata. loHa eacl ... tU.t eke c-.lattw ut pn1111t 

value iapact of Volf Creak on eke ratepayers will be a loss of $1.17 biWon over 30 

years. !ipty-three percent of the $1.87 billion in loaaea occurs in the firat 10 

years of the plant's operation and 61 pe_rcmt of the losses occurs in the first fhe 

years. 

Rosen performed sensitivity analyses to his "reference case" study as 

follows: (1) the "KCC case" assumes Company's load forecast in lieu of Rosen's !SRG 

load forecast; (2) the "Company case" uses C0111pany assumptions with respect to 

replacement power costs, nuclear O&M and capital additions; (3) "PSC case" assumes a 

39.5 book life for depreciation, the Company's decommissioning calculation, the 

eo.pany case replac ... nt energy and capacity costs and 1984 O&M costs at $61.2 

million escalated at six percent, capital additions at 1.9 percent and a 60 percent 

capacity factor. 

Rosen's ''Ic:CC case" results in a $1.80 billion loss over the 30 year life of 

the plant. The "Coapany case" results in a $1.69 billion loss over the 30 year life 

of the plant. The '~SC case" results in a $1.75 billion loss over the same period. 

Coapany witness Fitzpatrick in rebuttal to Rosen's testimony, performed a 

"Wolf Creek in" versus ''Wolf Creek out" analysis similar to that of Rosen's which 

resulted in a benefit of $41 Billion in contrast to to Rosen's $1.8 million loss. 

f:ltzpatrick's analysis assumes lower capital additions costs, lower O&M 

c .. ca, lower dac~ss:loniaa costs and a 61 percent capacity factor for the Wolf 

Creek 1n case. fitzpatrick'• "Wolf Creek out" case includes a 22 percent rather thea 

s i! percent rMSrve •raJa.. f:U:s,atdc:k's analyeh as8umes the Co.paay's load 

lldNMt" d:Sifer:lna aa..,c:f-. reprdinl the eaovnt and ava:Uabilicy of aec.momy 

,.,.~ ~ a~t• ol f910.2 ~llioa as ~alculata• by loseu iu h1t 

1itlf81riak'e ~lf Creek ost~ c:asa aae..a1 a 165 ae~tt 
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when the prospective analysis ca~~aenees. It is, therefore, improper to 1ncl1Mie Wolf 

Creek sunk costs since the analysis assumes that Wolf Creek was never built. In 

addition, Fitzpatrick's analysis improperly assumes the addition of rwo coal plants 

before it is posslble to build them. The effect of including the additional coal 

plants and sunk ~oats decreases the total cost of the Wolf Creek out case by $969 

million for the sunk costs and $400 million for the coal plant. Thus, if all of 

Fitzpatrick's assumptions are appropriate except for the inclusion of the coal plant 

and the sunk costs in the ''Wolf Creek out" case, Mr. Fitzpatrick's analysis would 

show a net lose of $1.3 billion associated with Wolf Creek. 

In Re: Union Electric Company. 27 Mo. P.S.C. (N.S.) 183 (1985), Rosen, on 

behalf of the Public Counsel, presented the Commission with a study of the econoaics 

of the Callaway plant. The study utilized the same concepts and approach as the 

Rosen prospective analysis presented herein. In the UE case the Commission rejected 

the Public Counsel's approach on the following ground: 

In the Commission's opinion, 30-year projections are speculative 
even if the underlying assumptions are well reasoned. In this 
case, the Commission has accepted assumptions related to O&M 
costs and decomadssionin& costs which are not conaistent with Dr. 
Rosen's assumptions. Upon the evidence herein, the Commission is 
unable to find that the Callaway Nuclear Plant presents a $3 
billion loas. 27 Mo. P.s.c. (N.S.) 183, 250 

!be Company's study adjusted for the coal plants and sunk costs shows a 

nbsU.tial loas. lowv4tr, even uncler the Company's study the loss wuld be less 

, ... cha fl.l billion if cha study as~d a 76 percent lifetime capacity factor 

ia ,_.afatent wit~ cha fifidf._. ber•in • ficspatrick tettff1a4 that the 
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.Uffenace of $33 Bll.S• WI CnM b ua ti to npl- oee1 ~ ad m 
ldW• f.f Wolf Cnek npl.aae f•uisnee.. 1'1Re11 a .,.~~ ,_._, of ~ 

wldch could 1Ht ~Y&leac ~• the &WJ!BiUt:r foad nea-..le 'henta. ...U 

auba~an~ially raduce the 108HS auocf.a~ed W'it!l Wolf Cruk. 

Public Couuel hu eatabUahed that ~he •jorfty of any loaau uaodated 

w1 th Wolf Creek will be experienced in the first 10 yean of operation. Under his 

reference case scenario 61 percent of the calculated lossea oecur in the firat five 

yaara and 83 percent occur in the firat 10 years. Basad on the analysis and atudiea 

presented to the Commisaion regarding the economics of Wolf Creek, the Commiaaion 

concludes that at leaat in the foreseeable future, Wolf Creek baa the potential to 

represent a loas when c0111pared to alternative expansion plana. However, the Ca..is­

aion still believes that 30-year projections, although appropriate for planning 

purposes, are speculative for purposes of calculating permanent rate base excluaiona. 

Therefore, the Comaission must reject Public Counsel's econo.dc excess capacity 

proposal. 

E. Miscellaneous Rate Base Proposals 

1. Depreciation Reserve and Deferred Tax Reserve Offset To Rate Base 

Staff proposes to increaaa the Wolf Creek depreciation reserve offset to 

rate base by one-half of the first year Wolf Creek depreciation. Like Staff, DOE 

increases the depreciation reserve offset to rate base and, in addition, increases 

the deferred tax reaarve offset to rate base by one-half of the first year deferred 

The purpose of these adjustaenta is to recopize an averase first year Wolf 

~Mk 1nvee~MDt * Altbftlh the COilpADy aP"ees that it is appropriate to recop1ze an 

~~ .. rate base and that the WOlf Creek rate baae will decline, it oppoaes the 

_.jua~e alnce cap1tal .,.itione are aot in~loded and since the Wolf Creek 

Jnv.-~ Ia ae of Mer~h ll, 198,. 
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ne taelutn of 111"~'11~1--'-d• ... • 

March 31. 191.5. e.toff uh 

in tb:ls C&M aad ia act ralnut to am~"~l~'~~~~-'!: 

an average first year Wolf Creek rate Nee. b the ec.infoa' s opiaia tt is 

appropriate to use an average WOlf Creek rate baae in raeoanitia of tbe decl1aiag 

Wolf Creek rate base. Accordingly, Staff's and DOE's positions regarding the 

depreciation reserve and deferred tax reserve offset to rate base are adopted. 

2. Deferred Tax Reserve Related To Excluded Investment 

The Company and Staff propose that any deferred taxes associated with 

excluded Wolf Creek investaent should not be included in the deferred tax reserve 

which is deducted from rate base and amortized to the income statement. The Public 

Counsel opposes any reduction of deferred tax reserves associated with excluded 

plant. 

The deferred tax reserves in question are associated with prior Caa.dssion 

decisions relating to normalization of tax savings. Public Counsel argues that 

normalization was allowed in prior cases becauee of the Company's weak cash flow and, 

thus, the Comadssion determined that the tax savings at issue were to be flowed 

through to ratepayers over a number of years rather than in the year they were 

incurred. Therefore, the Company's cash flow position is the only reason that tax 

flow savings were not flowed throush in prior years. Based upon this argument, the 

Public Counsel argues that the tax savings should now be flowed throush to the 

ratepayers. 

The Ccapany argues that if ratepayers do not pay for a portion of Wolf 

Creak :lmreshdt, then the tax smnp should flow to the :lwwastors. 

~nl considered Public Couaeel's ~ the co.paay's ar,...uts, the 

~N:Ion detftldHS thee the tax bsnefft sbnld flow to the •• vbo ,.,a for the 

t••~ pt>e r:SN to the deferral. 114 tM tax Huf:lts Men f10'11N4 ~ 

• 
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1a rata HM ~t .- f\dua ._._, llace d!a AriiiC ~t c11• muat ~dt tpe nae 

to tha tu Nriup will DOt h ~ ~ die uta..,._. d!a n~ ~ ut 

receive tha baafit of the tu e&Yiap. ftere£cn. the Collldnioa 4etera1Ma tU.t 

the deferred tax reurvu anociated 'ri th ay uclwied plat shall aot be uud to 

offset rate base aDd subsequently aaorth:ed to the incoae stateaent. 

3. Lons-Ranse Operating Study 

With the addition of the WOlf Creek generating unit, adniaua load problems 

will exist on the Coapany's system. All generating units have a 11ini11U11 load below 

which they cannot continue to operate because of equipment limitations. An average 

minimum load tends to be about 25 percent of full output. A low load factor, needle 

peaking system such as KCPL's, has a hard time matching load and generation. Day to 

night variations in load presents a problem of meeting the peak load during the day 

and meeting the m.iniaa. load requirement at night. The problem is not solved by 

taking units off at night because significant uintenance cost penalties would be 

incurred. 

KCPL is attempting to address minimum load concerns by changing the way it 

operates its units and by selling power. The Company's March, 1984, long-range 

operatins study reca.nends the following actions: (1) LaCygne No 1 would be operated 

seasonally May through September but unavailable durins the balance of the year; (2) 

lavthorn S would be operated seasonally from Hay throush September, but available 

durins the balance of the yur with a few days notice to cover major unit outases; 

(3) one Montrose uuit would be deactivated; (4) one Montrose unit would reuin on 

Una and the other woW.d be oD st&Ddby to uet load upon a few hours notice; (5) 

Gr..ct ~enue f84il1ty would be retire4 from electric service; and (6) reserve 

ehtdow of llwtbo'm ~Jc. J tbroush 4 wuld continu. 

Tbe opereUns vu ~tH in hptnber of 1 tiS. 
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plau as follows: Lac,p. 1 ~ 1M avail~ _,.. ~ .t t:M ~ ~ 

of five 11011ths; (2) Iathon 5 'Wald M ndlaMe all -th ef th 7M1' tliltud ef 

five 'lllOnths; and (3) Moutna 2 woW.\\ be Kthatect. 'ft1e ca.,-.y U& ...U tUt 

Wolf Creek will be operated at 70 percent em tu wubnda. aldlouP it •1 be 

operated as low as 50 perceut power if the owners would agree to such a .ode of 

operation. 

The Public Counsel raises the concern that because of the Ca.pany's 

operating plan ratepayers are paying for units that are not being fully utilized. 

Public Counsel states that it would be proper for the Commission to reduce revenues 

associated with units which are not being utilized or are being under utilized. 

Public Counsel also raises the question of cross subsidies associated with 

power sales. The Company is selling power at the incremental fuel cost plus a 10 

percent markup. Public Counsel states that Wolf Creek incremental fuel costs are .7 

cents per kwh. However, fully embedded costs per kwh have been estimated at 13 centa 

per kwh in its first year and 9 cents per kwh levelized over thirty years. 

Public Counsel points to the sale to Independence, Missouri as an 

illustration of a possible ratepayer subsidy. Although the Ca.pany contends that the 

Independence sale allows Montrose 2 to remain active, Montrose 2 will not necessarily 

be used to provide power to Independence. Montrose 2 may be shutdown .uch of the 

year and power to Independence provided from other sources. Thus, the sale is .ore 

akin to a systea participation sale than a unit participation sale, even thoush the 

,r~ce is tied to one unit. 

Tbe CommissiQ'D believes that the concerns raiaed by the Public Counsel with 

:e.-1'11 to the atai- lHd ,,.obl.- ehwU be ~:i torecl and aclclreued. 'I'M 

~-:S• f:S_. that , .. Cii:IIIP•J ahall Ule an .,.,ad o,eractaa plan, aHwina the 
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II. Ffceu C!p!itt 

A. ~-ccrediu4 C!f!sitz 

Staff eoateds tut the need for 'Wolf Cruk arises oaly beCRM of the 

Compaay'a derating and retir..ants of its fossil plants. 14 addition. Staff 

maintains the derating& and retir ... nta of Company's fossil plants are due to 

improper operation and maintenance of Company's fossil plants. 

Company contends that prior to 1978 it substantially overstated its 

accredited capacity reported to the MoKan power pool. Company maintains that the 

derattcgs and retirements of its fossil plants are caused by obsolescence, premature 

aging or economic reasons. 

Staff witness Miliaras propoaed four sets of accredited ratings as follows: 

(1) near term bASe, 2773 megawatts; (2) near term peak, 2886 megawatta; (3) future 

base, 2991 megawatts; and (4) future peak, 3093 megawatts. 

Baae ratings are for the day-to-day dispatch and production cost modeling 

of the system. Peak ratings refer to the maximum capability KCPL's plants can 

reliably deliver if properly maintained and operated. A peak rating does not 

necessarily imply the max~ possible output of a unit, but the use of a unit to 

provide seneraticn for the peakiDs rsnse for the Company's load duration curve. 

Jear term ratins• refer to the base and peak ratinas cf Hawthorn units l 

tbroap 4, uaed for natural sa• fired 8U!IIII8r paakins and the reu:l.nins J:CPL 

fo.:U-Ure4 urdu u their currant cOftditicm of re·;uair and maintenance. Future 

ratilla refer to Wbat baae aDd peak rat:l.nss would be :l.f lCPL's older plants are 

r~i11tated to naar tb4ir full poteut:l.al aDd are maintained and operated pro~erly. 

A ~scm of ~Crt's ratills ahGWioa installed capacity, 1913 and 1974 
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185 
182 
193 

560 

520 

101 

101 

0 
(l 

0 
0 

150 
15Cl 
160 

460 

450 

343 

315 

469 

85 
95 
95 
95 

370 

2407 

Pft:pGiiM 
her '!'en 
Accrecl. 
.... Peek --

65 
65 
85 
85 

300 

159 
162 
170 

491 

458 

343 

315 

469 

~~ 
6.5 
85 
85 

300 

159 
162 
170 

491 

500 

354 

325 

472 

83 97 
104.6 115.8 
104.6 115.8 
104.6 115.8 

397 444.4 

2773 2886 

Pta;••• 
htun 
&ccl'M • 

.... hak --
78 

119 
133 

405 

180 
180 
190 

550 

500 

343+ 

315 

469 

91 
104.6 
104.6 
108.6 

409 

~991 

i5+ 
78+ 

119+ 
133 

405+ 

180+ 
18(1+ 
190+ 

550+ 

520 

354+ 

325 

483 

104.8 
115.8 
115.8 
119.8 

456.2 

3093+ 

Staff proposes future base ratinsa for the purpose of determinina tbe need for 

Wolf CI'Nk :1D its phau-in model end for purposes of deterainiDa JCCPL' 1 requ:irecf 

ruene MI'Jia. ec.,_,. propoaea the 1984 MoJ:an acct"ed:ltation. 

All ua 1Je aeen trow tbe chart Ht out above, Cowpany aDd ltaff au in 

e~u.pe.,..c a to the pr.,_l' accrecl:ltaUon fft tiM followf.Da wu: lawtborn 1 .... 4, 

.._ ... I • 3, 141ftun 5 ucl tlte lortlteeat CmllmaUon Turhiaa. 



1.. •au• 111 1 -" 
..._..t• .th 3 _. 4 wn 1.-t •'"~tell 

placU 0'8 !Mcd'ft Ullsne Ia ~ 'ftM \'lldU an ... lG te _.diM C1tJ' 

E.lmaaa City's air polhltiC!a a~ u U. aenbMn _.. ~ h nplaad eta 

estt.ated cost of $25 .tllioa. 

P.awthona 1 and 2 '"" last o,erated in J'auary of 1984 eiMi were placed oa 

inactive reserve in June of 1984. 

Tbe Co.pany'a practice of cycling the Hawthorn units to address mint.ua 

load probleas bas contributed to aging and premature deterioration of the Hawthorn 

plants. Cycling bas caused material creep, and low cycle fatigue manifested in the 

form of turbine shell cracks, rotor cracks, generator rotor and boiler tube failures. 

These units were designed for minimua start-ups and shutdnwns. 

Company intends to rehabilitate the units in the 1990s at an estimated cost 

of $110 to $120 million. In the near term the units could be ope.rated on natural gu 

for summer peaking at an estimated cost of $12.9 million and $5.5 million in annual 

O&M costs. 

The Hawthorn 1 - 4 units are designed for a minimum of start-ups and 

shutdowns and are not designed for cyclic duty. In the 1950s and 1960s, the conse­

quences of cycling duty were known. The Company admits that cycling is disastrous 

tm.less the unit is specifically designed for it. The Company also admits that early 

.adifications of the units for cycling could have extended their lives. 

In 1978 General Electric performed a test of Hawthorn l's rotor and recom­

~64 reinspection within three years because of possible rotor problems. The next 

t~11t wa at parl01"Md until 1984. 

As a result of a sr~ that developed in the Hawthorn Unit 4 rotor field 

u hc•u 1979, Wseti&~hcuse IMCie a t«BPorary repair and recOIIMooad that ten t'ct 

~ ,._ uait .ora rhan 14 woacha before rebuildins or replaeins the 1enerato~ rotoT. 

1m. at foU• heti~H'• rec-ndaUon. 
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be available to Met J:CPL' a load widiat die _.,. fot> nMbilltatia if it wen sot 

for KCPL's poor O&M &ad :lmp:oper cyclaa pneUeo. Wolf Creek •taplaco ~n 1 

- 4 capacity at a ~mch hig~r coat per lev than the coat per kw uaociated with tlte 

full rehabilitation of the units. The uuits woulci be available for operation on 

natural gas, if timely raaedial action bad been taken to correct their phJsical 

condition. 

Accordingly, the Commission determines that Hawthorn 1 - 4 should be 

accredited at Miliaras' near term base rating of 300 megawatts. 

2. Montrose 1 - 3 

The l-!ontrose units were derated by KCP!. in 1975, 1978 and 1.981. A 

considerable reduction in the accredited capacity of Montrose 1 occurred in 1980. 

For 1975, all three units were derated by about 4.5 megawatts from the 1974 ratings. 

For 1978, all three units were derated due to age. In 1980, Montrose Unit 1 was 

derated 1! mesawatts due to the removal for replacement of the steam turbines ninth 

stage buckets Which were to be installed later. In 1981, Montrose units 1 - 3 were 

derated 12 mesawatta, 24 megawatts and 20 megawatts respectively. ECPL's explanatiou 

for the 1981 deratinss was that reductions in capacity vera necessary to maintain 

excess air to avoid slassins. 

Miliaras based his base retinas ou capacity tests run on Ausust 4, 1981 for 

Jfo~Mroae imit 1 n4 on Ausust 21, 1981, for Montrose unit 2. Du'riDs those tut1 

Vfdt 1 a«Meve4 a ••t output of Ut aesawatu ad Mcmtroae 2 achieve4 a ut output of 

J Mpwt:ta. TN ct~t• n both te•t:a atate4 that capadt1 wu 11td.ta4 by 

!•~eel •raft fame. Miliaraa atstaa tbat th• ca.parable value for tba Nuatroae unit 

.~ ia ~talJ 170 upwua. 
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'J!'H eo.daioa ut~ tlaet ~ dM Clllllltwt'a tuta .._ dil.et t~Ma 

Montrose U'Di.ts caa add .. lUliuu' .._ tua 1Pue cepaciey ae.erecH.utioa. Mr. 

Miliara•' near tam bue value should be adopted.. In tbe Cotaiuicm's op1aioa. theM 

ratings are con~ervative as the November. 1981 llaek and Veatch plant rehabilitatioa 

study show a greater capability for the Montrose 1 unit than the Miliaraa' near ten 

base recommendation. The Coamission makes no findinl as to the Coapany'a practice of 

burning low quality coal in these units. However, the Commission notes that Company 

is replacing its coal supply for the Montrose and Hawthorn 5 units which could reduce 

capacity by 25 percent. 

3. Hawthorn 5 

The Hawthorn 5 unit generated 520 meaawatts in 1972. In 1984 it sustained 

a load of 451 megawatts aau the Black and Veatch plant rehabilitation study stated 

that the unit in 1981 had a aaximum capability of 500 megawatts for short-term peak. 

Company witness Cagnetta identified the original maximum capability of 

Hawthorn 5 as about 498 megawatts net and stated that the operation of the unit has 

been affected by two basic changes which have reduced maximum capability to 450 

megawatts: (1) the balanced draft conversion and (2) the uee of fuels other than 

the design fuel. Miliaras stated that he would expect a small derating in the net 

output of the unit due to the effects of the balance draft couversion. With respect 

to the desisn fuel, Hawthorn S was designed for River King coal fro. southern 

!ll!aoia but at the ti.a the unit was placed in service the coal was not available. 

~_,. wttuaa 'fraak 11tated that ldna, Colondo coel with which 110rt capacity could 

'N ac,d.,_. 1a not a"f'ailabla 1a large •olwus a doea uot appear to ba coat 

jUCifi ... 
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quantities to aut more t1'd:a ou-ddri of ._,dlon 5'a .... _.. dae Calli_, 1aa eet 

pToduced auy at\Jdiee ~ t:ba: Una coal b Bet coat jutifi.M eTa t~ Q1a 

information vas ~•quested by Staff. 

Based on the above consideratious, the Commission deteratoes that the 

Company's 34 megawatt derating associated with the unavailability of deatrn coal for 

the Hawthorn 5 unit should be rejected. Accordingly, the Commission determines that 

Hawthorn 5 should be accredited at 484 megawatts. 

4. Northeast Combustion Turbines 

At the time ¥~liaras compiled his recommended ratings for the Northeast 

Combustion Turbines he vas lacking information regarding numbers 11 and 12. As a 

result, the ratings listed above for numbers 11 and 12 are lower than what be 

ultimately determined was appropriate. A 1973 Company letter indicates a base and 

peak rating for numbers 11 and 12 of 89.2 and 99.2 respectively. Thus, ~~liaras 

determined that those val•es are appropriate for near term base and peak. These 

ratings are less than the 101 megawatt accredited ratings CDmpany used in 1972 

throush 1974. 

Miliaras' base rating for units 13 - 18 are based on a 1980 memo which 

asrees with the lortheast bid documents from which Miliaraa took his peak ratings. 

Havins reviewed studies resardins the conversion to natural saa firins aud 

cu Jlad: ad Veatch plant rebab1l:f.tat:f.on study, Miliaras concluded that the addition 

of ft'aporative cooler a to naber• 11 ancl 12 aDCt the comer•:S.on to natural au fer 11, 

12, 11 .., 18 ~14 add 12 ee~tts to the lortbaa8t combuat:f.~ turbinaa for a total 

f.cm-e ratU, of 4U HN 1H4 a.t 488.6 puk loa4. 
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TU COitlllpD.y cwtads that the s:tpt lmita are locatu a a siaele site. 

Exhaust sases when tu wits are all ru1miq raises the site t_,.ntuTeto thereby 

limiting the oueput of the Wlits. The reaeon dte condit.ions limit tu capacity of 

these units is that KCPL failed to lay out the site properly. 

The evidence reflects that in 1977 the total output of all eight units at 

95 degrees was 386 megawatts. In addition, Miliaras concluded that problema related 

to site conditions would be reduced or eliminated with the demolition of the ~etired 

steaa station building which was occurring at the time of his visit. 

The Commission notes that the Company contends that the Northeast CTs will 

be operated in the future to back up Wolf Creek. On the other hand, COIIIPany claims 

that the output is limited by site conditions and claims that improvements are not 

cost effective. The Commission is persuaded that the Company can get at least an 

additional 12 megawatts out of these units either by converting to natural gas, 

add1ng faus or improving site conditions. Therefore, addins 12 megawatts to the 386 

proven output noted above, results in 398 megawatts for the Northeast coftbustion 

tu~biuea. The Commission believes that since the Northeast combustion turbines are 

peakin' units the base ratings that the Commission has accepted for these units are 

eztre.ely coaeervetive. 

S. Total Accreditation 

The C~asion finds that the Coapany's foeail plant capacity accreditation 

:bee fo:U-.~ 
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Iatam 469 1Mpwetu 

Northeast C!s 398 .. g!!!tts 

!otal 2500 mesawatts 

In addition. it is agreed by the parties that 41 megawatts of the AEC 

exchange are available to meet peak load after June 1 of each year. AddiDs the 530 

megawatt& of Wolf Creek to the fossil capacity and the 41 AEC capacity, results in 

total capacity available to meet peak load of 3.371 megawatts. 

:s. Reserve Mar&in 

KCPL proposes a reserve margin requirement of 22 percent. The Company bas 

presented a reserve margin analysis perfor.ed by Herbert Limmer of Ebasco wbieh 

results in a 23 percent reserve mar~in requirement. 

Staff recommends a 22 percent reserve margin requirement based upon its 

study, perforD*d by Frederick McCoy of Ernst and Whinney. 

Public Counsel witness Rosen recommends a 15 percent reserve margin for 

rateaaking purposes. Jackson County also recommends a 15 percent reserve aarstn. 

The reserve margin is the percentase by which the system's fira resources 

exceed peak hour demand. The reason for calculating a reserve aarcin is to ensure 

_,mta. reliability in case of an outaze. Reliability is commonly quantified in terma 

of cbe probab:1U.cy that demand ia expected to exceed available fin raaourcea. Loaa 

of lMCii JWOba):U:ity (LOJ..P) b expr.aaed aa the amount of tiM that 4.nd will acaad 

~Mftt"~tea •n-. a U>··yaar puiod em o avarace or probabil:Utic bub lift~~ tha 

,_r~~l.r _,., .. an4 ita intercoeaecticm charactariaticl • 

• 
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"'t'lincl rau'91 aq1a of 21 .. 5 ,.rc.c. 'ftda ftbM wu ,._.. .,_ the Dum•co atadf 

which conelueeci that tH ~ ~"" ao leu diu 20 percct *-n of ita 

system cbaracter1stics and the characteristics of the effective pool on whieh it 

draws ea~rsency assistance. Company states that the 1980 study becaaae of tiae 

constraints wae not as elaborate as the present s~y. 

The !basco study modeled a large pool c:oaposed of Mo!Can Gronp B of the 

Southwest Power Pool. two-thirds of Mapp and the Ihao Coapauiea of Main. Ebasc:o then 

identified the individual generators in the actual surrounding pools and assigned 

forced outage rates to the generators. Ebasco obtained historical simultaneous loads 

for a pool with a peak load of about 600, 000 megawatts. Diversity assumptions were 

also established. 

Ebaseo than applied a two-area LOLP program to assess the t.pact of 

tranamission limitations within the large pool. The study utilizes a loss of load 

probability (LOLP) criteria of one day in ten years or .1 day in one year. !basco 

eoacluded its approach demonstrated that the lt.its of the effective pool were 

rueonable inaRlUch as pooling with areas to the southwest and north vera kDown to be 

lt.ited by tran..tasion facilities. 

After determinins the pool reserve requir ... nta, !basco allocated the 

m1dllull resene a;.&J:f.n to c0111paniu in proportion to their noneiaultaneoua au.er 

peak loads. !basco states that this process inherently accounts for load diversity 

W'!Cida tbe pcJOl, aaal'ea .adequate pool reserves, ad provides a buis for detemDinl 

.- pcJOl .....,s' naene reqv:f.r..nu. the study :lM:f.c:ates a reaene requirnnt 

of 23 pucac. 

lcaff ric.u ~ ut:Ui~H tbe ficee ad Vup IIOdds to arrive at 

.smtn~:~:e 'feee:r'le ~- llue4 a eilbt 1ceurioe uUU.a:laa vad~ ••R~~~Ptiou 
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2 • .5 perceat 1~ fORU8~ ~ht7 all~; ad 

approach (the required nteJ:Ye Ml"'iz il ..-1 to the~ -.it • tM .,_->. 
The Staff~ a p~ 22 percnt nnrq uqh 1a H.u upoa t!Mt follft'1.DI 

asFUJnptiona: (l) Miliaru' future bue ratiD&s for the fouil plaa.ts of 2,991 

Hgawntts, including Bawt:horn unite l - 4 ane ezeludiq Volf Creek; (2) ~en's peat 

load forecast of 2319 megawatts for 1985; (3) KCPL's 1985-1986 SPO functional pleD 

outage rates; and {4) the largest generating unit out approach. 

UndeT McCoy's analysis the most significant factor affecting system 

reliability and consequently the reserve margin are the unit size~ the amount of 

capacity support. outage rates and load forecaat uncertainty. 

Richard Rosen of Energy Systems Research Group, Inc. (ESRG) concluded that 

a 15 percent reserve margin is sufficient to provide reliable service for ~CPL absent 

wolf Creek. Rosen further concludes that with Wolf Creek added to the system, 

reserve requirements would increase to about 22 percent in order to maintain the saae 

level of reliability. 

Rosen performed an independent analysis, modeling the KCPL system 

separately in order to determine a one day in ten-year LOLP required reserve aargin. 

To represent interconnections, Rosen calibrated the model employed by !basco. 

Rosen's simulation of the 1992 KCPL system assumins Wolf Creek results in a 

22 percent reflerYe mars:f.n. Excluding Wolf Creek and assUIIins t~1e addition of 

cnbusUon turbines produced a 15 percent required reserve IIAI'Iill• ADother 

s!Eladon assaiq su11 coal-fired stea turbines in lieu of WoU Cne~ ptmluced e 

to 17 percent reserYe urpn requiraent. Rosen' • scudy as.-e • .500 •pwatt 

Uaic n ._l'le'HY transfer• co ~CPL. 
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study wbicb ealculat:e4 a 20 pefte&C ~ aq1a 4Uf-.. fna Dueo's 1914 ·~ 

which calculates a 23 pe~t reaerYe ~D. 

In the CGIIildad.oa' a opinioa it is appropriate to calculate the required 

reserve ursin excluding Volf Creek from the calculation. This is beeaae it would 

be improper for Wolf Creek to justify its own need because of ita effect on the 

reserve requirement. 

Since the Commission has adopted lower syscea capacity ratings end has 

rejected the use of the Co.pany's SPO functional plan outage rate for fuel purposes. 

the 22 percent reserve margin based on those assumptions calculated by Ernst and 

Whinney should be rejected. 

In general, the Commission believes that McCoy's reserve margin 

calculations are conservative and calculate an overstated reserve margin. The 

largest unit out approach is overly conserrotive and unnecessary for the calculation 

of a reserve margin for an interconnected system such as KCPL. The Commission notes 

that the utilization of Miliarae' near term base ratings, assuming the largest unit 

out criteria and forecasted outage rates result in a 20 percent reserve margin under 

MCCoy's study. Ignorins the largest unit out criterion and asauains LOLP only 

results in a 14.1 percent reserve margin asauains no additions to KCPL's system. 

Adding Hawthorn 1 - 4 to this scenario produces a required reserve marsin of 25.1 

percent. This result is apparently related to the reliability of tbe added units and 

the dWDnrd adjustmnt of available tie capacity in an nount equal to the 

sd4idou1 upad.ty rep·resent-td by Iathon 1 .. 4. 

The rec~ reflects thee most interconnected •tility systems plan OD the 

~. ot • 1.5 lo 20 percnc reeerve uqtA. Low toed factor _,.steu ncb .u ICPL and 

tie --- ,__ pool f~ nt.c:ive11 low ru•rve ursiu ltnaue scbMled 
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in itulf. The objective is a ruaonable levttl of syatftl nliabiU.ey. '11M ream 

margin is a rule of thuab which if developee properly 1d.ll eorrelat.:a with a 

aceeptabl• reliability level. LOLP estimates are theoretical &Dd in practice 

significantly overestiute actual generation related outages. This ia beecuaa actual 

generation caused service outages are extremely rare. 

Having considered all of the foregoing, the Commission determines that a 20 

percent minimum reserve margin is reasonable and aore than adequate for the KCPL 

system. 

c. Traditional Excess Capaciti 

Based on the Commission's analysis of accredited capacity and reserve 

margins set forth above, the Commission finds that excess capacity exists on ICPL's 

systea. 

KCPL's asserted need for Wolf Creek can only be based on the Ca.pauy's 

deratin& and retirements of its older fossil-fuel plants. Miliaras' testt.Gay 

establishes that much of the Company's deratinas and particularly the ratir ... nt of 

Bawtborn 1 - 4 are caused by the Company's poor operation and maintenance procedures. 

In addition, Wolf Creek represents excessive base load capacity on ICPL's 

eysta raRltiua iu sedous lliDitlull loa«: probl8F118. ICCPL's 1975 aeneration stucliaa 

r&Ued cr-eations as to the uec1 for two larae base load wita rapnHDtad 1Jy lata 

-' Wolf CI'Nk wt~io wre pl.-M fol' 1980 act 1982 reaput1ve11. A c.,., '"-•ut 

refn'~:ial tile 197S aeueraU.n stu41 ncopf.aad tbe r~:ii'8FII8Dt for: peak1q capMiCJ 

- rcn.•. l• load faet« .,., •• 
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approach aoc!ela ...,- UHS qpantely ~hereby all~ ay anon witkU the tl1ffen~~tt 

c:ate1oriu to caDCel each other out. ISI.G'a biah caae forecnt: • ..._. a 1.4 pereat 

growth rate for peak deund to the year 2000. KCPL' s peak load growth baa been latA 

than.1.4 percent since 1980. 

The ES~G forecast does not differ greatly from KCPL's peak de.and foreeaat 

until after 1993. KCPL's 85 Mor~n forecast contained in Exhibit 327 shows the KCPL 

MoKan 85 forecast asauaing a thre• percent real price increase over a five-year 

period to fully recover Wol£ Creek. The forecast shews 2319 megawatts for 1986, 2396 

megawatts for 1988 and 2467 megawatts for 1990. The ESRG high case forecast for the 

same years shows 2330 megawatts, 2410 megawatts and 2480 megawatts respectively. 

Staff witness Viren's forecast under Staff's near term base rating assu.es 

a higher forecast than KCPL's. This is because the Viren forecast assumes a 2.5 

percent real price decrease i~ 1985 and 1.5 percent real price increase over an 

extended period. 

The Company's and Staff's forecast are inordinately sensitive to price 

fluctuations because they reflect lous run price elasticity in the short run. Viren 

a&&ted the effects of lons run ela.ticity are not realized for three to eisht years. 

ESJG's end-use approach tends to overcome the short run elasticit~ problea. 

lased on a 2330 mesawatt peak load forecast for 1986 and aasuatus a 20 

,.-cat reune urs:U~ ruulta in 2796 mesavatta of capacity Deeded in 1986. Baaed 

~ the sccredited capaci'Y found reasonable herein with the inclusion of Wolf 

er.ak. 3371 ~tta of ca,aetey 1a a.ailable resultins in 575 mesavattl of excess 

~~~:Uy fa 1916. 1'bia nlua aa.acla tba 530 •sawtu.u of ICPL'• 1hat<e of tlo:U Creek 

~i&y~ 
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Wolf Creek will DOt be 'IMHH u ate u 1990. 

Public Counsel argues that the risk sharinl priaeiples ahould be used as e 

basis for aaking a tradicioual excess capacity adjustment 1D this caaa. Public 

Counsel maintains that the Ccarlssion tiQSt balauce the intenat of ratepayers and 

shareholders and share the risk of excess generating capacity not needed to provide 

service to KCPL' s customers. Public Counsel argues that the "uaed ad uaeful" 

doctrine supports his proposed risk sharing approach. 

Public Counsel cites a recent Pennsylvania case as an exa.ple of the 

application of the "used and useful" doctrine 1D the excess capacity situation. In 

Pennsylvania Public Utility Commission v. Pennsylvania Power and Li~t 55 P.U.R.4th 

185 (1983), the Pennsylvania Public Utility Commission determined that PeDDBYlvania 

Power and Light possessed 945 megawatts of excess capacity associated with 

Susquehanna Unit No. 1. The Pennsylvania Public Utility Commiesion allowed 

Peuasylvania Power and Light to recover depreciation and other operating coats 

associated with the excess plant but would not allow the Company to earn a return on 

the net plant. 

Public Counsel cites a more recent Pennsylvania can where the Pennsylvania 

eo..isaion asain addresaed excess capacity aeaociated with the SuequehaDDa Unit No. 

2, Peenlvania tJU.U.t% C~uion v. Petm'llvan:l.a PO!fr and L:lfl!t Cee&, 67 

P.V.A.4th 30 (1985). ln that caae the PennB,flvauia Public Utility Coami•aton da~ 

a e4Wf.C, soetun on 945 Mpntta of hequbaau Unit Jo. 2 until ~b tiM ae tlM 

C::JIIfell-, 4rn1' ~ dlat tbe ut Mllefit• of tlle nit W'R14 aceed ut coat of the 

•it H cut tM _,.dty wu uceuary fH Q'stnt reJJ.a)UUy. 
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(1898) 

The Commission agrees with Public Counsel's statem3nt that the "prudent 

investment" test and the "used and useful" test are tools to be employed by 

regulators enabling them to set just and reasonable rates in light of their duty to 

balance the interests ~f the shareholders and the ratepay~rs. 

The Commission bas utilized the "prudent investment" standard iu the the 

determination of the proper amount of Wolf Creek investment eligible for the 

inclusion in rate base. 

The Commission believes that the "used and useful" standard is appropriate 

for the determination of the existence of excess capacity and adjustments related 

thereto. While prudence is relevant to an assessment of whether the excess capacity 

results from imprudent planning, the analysis does not atop there. Clearly, the 

results of imorudence should be excluded. However, the absence of imprudence does 

not dictate the total recovery of revenues associated with excess plant. 

The Commission's duty to balance investor and consumer interests doea not 

~t to a suarantee that utility manasement is operatins in a risk free aavironment 

.a4 tna tbe shareholder's ioutMnt is also risk free. Utility uugemeut took tbe 

rift that tbe Wolf Creek nit would not be auded when the coutnct:f.on plaa was 

~~late- Tba C~eeion recOifti;.ea that the C~aay baa au obliaation to provtde 

fu~ra electric needs of ita ~tomers. Thus, absent a sbo¥1-a of 1mprudan~e, a 
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peneration planntn&. 

Althoush :he Comaission has aade no specific imprudence adjus~t with 

respect to th~ Company' s seneration planniD&, the reccm! cloee nflect tbat the 

Company knew or should have known that the proper operation and u.iut~ce of its 

fossil plants would delay the need for Wolf Creek and that it was taking the risk of 

having excessive base load capacity. 

The Commission determinee that it is proper to share the risks associated 

with the excess capacity between the Company's shareholders and ratepayers. 

Accordingly, the Commission finds that the Company should recover full depreciation, 

return on long-tera debt, return on preferred stock associated with the Wolf Creek 

plant and a full return on 25 percent of the Wolf Creek rate base. However, the 

record reflects that 75 percent of Wolf Creek will represent excess capacity as late 

as 1990. Therefore, the Coamission determines that the Company should receive 

one-half of the equity return on 75 percent of the Wolf Creek rate base. Tbe Com.ta­

aion finds that this adjuae.ent afford• a rea1onable s~arins between the to.pany's 

shareholders and ratepayers. This sharing equitably distributes the risk a1aociated 

wich the esceas capacity on KCPL'a system. 

Tba eo..ta•toa beliSYes that this adjustment i• fair, reasonable and 

cnservat:t••, siMa the record reflecte that all of Wolf Creek repreH1lte aces• 

up.Ni'Y ia 1916 aDd 90 pel'cnt reprent~te ac••• capacity in 19U. 

Tba C-.iadn'a otend.naticm herein is npponed lty IK•aoun 18. Tile 

~em ne ..... 1, wtaa it .-4e a acua ceJadty ujuataeat in [t.f!e I! Dl· 
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Altboup the CCP'riuioa 1acludo4 the full valu of tbe ..U.tiou.l 
t'l'a&tllmlt plant in the rate baae. it felt C01UIIt~..._ to Mlaeee 
the 4aqUities by ouly allowio& 10 perceut of the coat of ~he 
additional tnatMut plant to be depreciated n p~jectma the 
net operating inc01N for rate11ak.ing purposes. 'Ihe COIIIII1ssion vas 
seized with authority to properly wei&ht the depreciation 
attendant to the additional treatment plant if the additional 
treatment plant was not reasonably necessary or essential to 
serve the Company's present custoaers. 515 S.W.2d 848, 852 (Ko. 
App. 1974). 

Similarly in the instant caae since the Wolf Creek plant is not reasonably 

necessary or essenti•1 to serve the Company's present customers, the Coaaission 

determines that a proper balancing of shareholder and investor intereete requires the 

excess capacity adjustment adopted harein. This adjustment shall remain in force 

until it is determined that excess capacity no longer exists on KCPL's system. 

D. 5.5 Percent Unsold Share of Wolf Cr~ek 

Staff also proposes an excess capacity adjustment related to the Company's 

ownership share of the unsold portion of Wolf Creek. Staff recommends that the 

Company's S.S percent ownership share of unsold plant be removed from rate base until 

that portion of the plant is needed. When the 5.5 per~ent interest of Wolf Creek is 

ne-ed, Staff proposes that it be placed in rate base at depreciated book value. 

Staff contends that ~CPL 1hould not recover revenues associated with that 

portion of the capacity Which is not currently needed and was not intended to be uaed 

to provide service to ~CPL cuatomera. As noted in Section I-B above, at the time 

~Crt ~ IQ! dacide4 to c0ft8tract Wolf Creak, 17 percent of the capacity was co be 

eold to a:rco. Only 6 percent of Wolf Creek was ultiutely 10ld, resultiq in a 47 

,_cnc MPHraMp shan for ~en rather than the 41.5 puceftt which was odaiaally 

.-c-.late!l .. 
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C~ aDd SUff q:rM Qat tiN 8ppmpri.ate ~--~ yeu- ~ M Utlu-1 b 

this case is the u.._th ~ ndiDI ~r 31!11 ltl4. At tiN tt. briefs wen 

filec' in this case an inue uiated regarcHq the t~ proc:eacliDa. This inu hu 

since been resolved and on January 24, 1986, the Ca.aiaaicn issued an order statio& 

that no true-up proceeding would be held and ordering the parties to file a 

reconciliation of their respective cases. 

The Company proposes adjustments to the 1984 test year reflectin& the 

effect of Wolf Creek on Company operations and a July, 1985 payroll increase. 

Staff's test year results are encompassed in Staff's Cases A, B &Dd c. 

Case A reflects the test year with no post test year adjustments. Staff's Case B 

reflects adjustments of the following items to October 1, 1985: plant in service, 

depreciation reserve, materials and supplies, fuel inventories, deferred income tax 

reserve, revenues, fuel, payroll, depreciation, property taxes and income taxes. 

Cases A and B do not include Wolf Creek and its effect on revenue requirement. Both 

Cases A and B show a revenue reduction. 

Staff's Case C shows Staff's proposed revenue requirement reflectin& the 

effect of Wolf Creek on Case B. Thus, Case c reflects the increaental revenue 

requirement above the Case B revenue requir ... nt. 

Company opposes Staff's Cases ! and C approach on the around that Case B 

1Delu4es 4aferre4 tax reserves an4 certain cost savings associated with Wolf Creek. 

la add:U::lca, CG~~~pany contada that Cas• B doee not reflect the :investaant reqa1re4 to 

refur)ieh latbon 1 ... 4, doee not reflect O&K a,.ues required to operate without 

W.ll Creet •"" does not reflect ad41U.oul N?Uity required to uet load vitbont 

heauee of theH alle1ed ahofl:eOI!d.qs, ~DY erpes that Csee I 



• 
Volf Cnek. 

Staff's CU. I clou .C u u 11 ~~ Volf en.k 'Mel _.._. Ma lmllt. It 

••auras a rn ... raqld~t prior to the i.Kluioa of VoU Cnek; h other wria, 

a uon-Wolf Creek rnenue raquireaaut. on. raeord reflects that the ea.paay baa bun 

earning in Ui!eu of its authorized return since Aupst, 1983. Thus, were it uot for 

the inclusion of Wolf Creek into rate base a revenue reduction would be appropriate. 

Case B attempts to calculate the appropriate "non-Wolf Creek" revenue reduction prior 

to the inclusion of Wolf Creek. The Commission believes it is appropriate to 

disaggregate the non-Wolf Creek and Wolf Creek revenue requirem.nt in order to 

reflect any appropriate revenue changes associated with non-Wolf Creek plant prior to 

calculating the Wolf Creek related increase. 

Company's arguments regarding deferred tax reserves and non-Wolf Creek 

costa which have been omitted froa Case B misunderstand the Case B approach. These 

argaaenta assume that Case B represents a scenario where Wolf Creek is assumed to 

have never been built. The Commission has consistently approved the use of deferred 

tax reserves related to AFUDC as a rate base offset for this Company. Thus, it is 

appropriate to treat deferred tax reserves as a rate base offset in Staff's Case B. 

Since Case B reflects the 1984 teat year actual operations as adjusted, 

Case I is a reaaoaable calculation of the non-Wolf Creek revenue requirement 

~iately preceding the addition of Wolf Creek. Thus, additional coats related to 

operat.iona without Wolf Cnek should not be included in Case B. 

~ on the foresoinl, the Commis&ion determiaee that Staff's Case A, B 

~ C .,Toecb 1e .,ropriate and should be adopted. 



A. P!Z!f\1 !a!l!ft 

1"' Meni!d81 UJIII111!il~t dl!e ta .-1 ttll hat 

year payroll upnM t8 D 0"' BJRII .... - la ~ .. ~ 

ou Dec:nber :n. 1984,., .- die -.e nhl ut~dpated to Mi u effect • .kly 1. ltes. 

'11ua rates for uniou employMS were baaecl upou the lu~ Co:quy offer to eada ~ 

local. The rates for mana,...ut 81'1ployeu were baaed upcm the averqe pay rate for 

management employees included in the Company's 1985 bud&et. 

Staff annualized the Company's 1984 payroll expanse for employee levels and 

pay rates in effect December 31, 1984. Staff then adjusted that payroll expense to 

reflect actual employee levels and pay rates as of April 30, 1985. Nezt, Staff 

ncrmalized that adjusted expense for wage increases expected to occur by 

September 30, 1985. 

Staff's proposed payroll for management employees reflects an average 

management salary increase based upon the average of the proposed wage increases for 

the Company's three collectiv~ bargaining units, utilizing April 30, 1985, persounel 

levels. This limits wage increases to management employees to five months of the 

most recent offers made by the Company to its union employees. 

Staff then applied a slippage adjustmant to the management eaployee wage 

rate increase. Slippage is the difference between the average merit increase percen­

tage for a group of employees and the percentase increase in average salary for that 

sroup of employees. An example of slippage would be where an employee making $24,000 

a~lly leaves the Company and a new employee takes his place for $20,000 annually. 

Tbi8 would tend to lower the rise in the 8Verege rate of pay for the entire sroup. 

The Company objects to Staff'a aormalizattoa. To the Company, one obje~­

t!ODebla pOTtton of the Staff's ~11zat1on is the limit Staff tmposes upoa the 

-ua,_. nsa f.Hr•ua ocnn'ial fr0111111 April 30, lta.S, to Septaber 30, 198.5. Tbe 

C.lllfi'&~B}' ~•tftflls it 18 Dl'ddHMIIls to •llow a maus_.t Wdi!Je :I.Hrea•e fol' that 

• • 
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The Company also objeets to the S~ff's utilization of the slippaae faetor 

concerning management-related payroll expense. The Company contends that Staff's 

slippage adjustMnt is not calculated on the true average annual slippage which 

occurred at the Company t\Ver the last five years, because it reflects the addition of 

employees above the nuaber existing in the group at the time initial wage increases 

were granted. 

In support of its position, Staff points out that the Company has iadicated 

it does not have a turnover problem with management employees at current salary 

levels. Thus, it has not been shown that higher salary levels are necessary. Staff 

further maintains its slippage adjustment properly reflects the slippage incurred by 

the Company in the historical period studied. 

For the above reasons, the Commission finds Staff's normalization proposal 

tyiDs management salary increases to those increases offered collective Largaining 

units is appropriate based upon the operations of this Couapany. If the Compauy was 

losta, middle to upper level management personnel due to pay compression, then this 

p~oposal .tght not be appropriate. In the instant case, the Company has not 

exhibit~ sims of excessive turnover in its middle and upper level manaRcment due to 

acuptaee of hisber payinl jobs. 

fbe c~aaion will next foeus upon Staff's proposed alippaae adjuae.ent. 

1M c~aeion beUeve• that 1.f Staff bad not ude a s11ppase &djununt, ammaU.zu 

wwld •• ova"ated by an BDIOOftt prO'POrtionete to. the sU.ppqe fa.: tor. lad 

c~ apftieued a dMTt~U:lftl &rend :f.n ita level of Mn&II!Mftt aployeu ~er 

1h co ltl4 ,an~ ~ luff, ruff wwld heve M4e no 111li,al• adjutunt, 
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taken from docuaetlt~ aublait:ted amN&lly to the c~·· preeiU.t. The c-tuioa's 

cclculations were substantially similar to those of the CG~~~paDy, the differace beiDa 

the Staff's calculation of a five-year average. The Co.aiesion believes the Staff's 

calculation is an accurate reflection of the slippage eucountered by the Company froa 

1979 to 1984. Staff properly projected the employee levels to October 1, 1985, and 

maintained a constant wage level from April 30, 1985, to September 30, 1985. The 

Commission finds that to be reasonable. Hence, the Commission is not persuaded that 

Staff's method is flawed. Staff's .. thod of calculating slippag~ is a .ore accurate 

and reasoned approach to establishing payroll expense than is a simple prediction of 

payroll expense, such as the Company proposes, with no slippage adjustment. 

B. Deferred Credit Associated with Wolf Creek O&M 

DOE proposes that the O&M savings achieved during the test year be credited 

and amortized over a period of five years. The Company opposes DOE's adjustment on 

the around that such O&M savin&s are already reflected in the adjusted test ye4r and 

thus the amortization would constitute double counting of the saviqa. 

Baaed on 1984 O&M savinas of $6,457,000, DOE assumes the sUie level of 

savinas in 1985 resultin& in a total savinas of $12.9 million for the two-year 

pedmt. 

DOE arguea that this 81lllOUDt representa non-reeurrina 88Viqe 8nd should be 

tTutetl :lD the Millie MDne'l' ea uon-reeurriDI estraorc!iury upacliturea. DOl argues 

t'-t ICFL ahou1tl aot .. all.... to retaiD these exceaaive earniaaa • 

• • 
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not incur 06M apeDMa at the lnal that vaa bullt iato prnioQ.s utaa. The ec-ia­

sion finds that DOE's propoul iDYolveo returaiq past profit:e to ratepayus h 

violation of the prohibition asainst retroactive ratemaking and, therefore, should be 

rejected. 

c. Storm Damage Reserve 

The Public Counsel recommends that the Commission establish a storm damage 

reserve account to recover the cost of future •torm related expenses. Public Counsel 

proposes $970.079 on an annual basis based upon a normalization of expenses 

associateu with significant storms occurring since 1973. The Public Counsel contends 

that this approach legally addresses extraordinary storm expenses and avoids Public 

Counsel's claim that the amortization treat•ent of storm-related expenses constitutes 

retroactive ratemakins. 

Since the Commission has rejected Public Counsel's retroactive ratemakins 

arsument and found the amortization method to be appropriate, the Commission finds 

:hat Public Counsel's proposal to establish a storm damase reserve account should be 

rejected. 

D. Test Year Revenues 

The Company adjusted its test year revenues to reflect kn~ and measurable 

cbaftlea, includinl the annualization of test year kilowatt hour sales and revenues, 

co reflect tbe p~ojected ~er of cuatC~Jers as of July 31, 1985. Company's cal­

RbUcl teat yea~ revetme lnel ia app~m~:iutely $359.8 ai111on. The Company' • 

~oac~ ia conatacant vith the method p~opo~ed and adopted in Caae Mo. ER-83-~9. 

Staff ,-ropoaea to Hf'MUU ad aaua:u .. u tut year kvb sala1 1»1 

c• t~ ~, • Mtual teac yur JU~r~m~~i load facto~ the baaa caM 
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aulyua. ltaff~a ..._ at._ n~c t nhd a. eu:aii&J~a 

lut tU.. nte cues.. D. C Ia e.. lee. D-11-Q 

au D-ll-66. Staff's ulalat_. tut 7SU 1...,.1 18 !Jff:XIiNta!7 t»t .. 7 ld.U.t•. 

COilpD'Y b crttkal of Staff' a -t~ ~ ~eCRII it ..,u.. U 

actual 1984 load factor wbida hu ut "- veadler-aoZ'Ulhad to a projee~ 1915 

peak load that baa been weacher-non:Yillizad. Coccpany arpes this •tbod cannot renlt 

in a true normalization. Company further faults portions of Staff's -tbod as 

presenting a biased estimate. 

There is little difference in the actual level of revenues determined by 

Staff and Company. Therefore, the issue to be decided is whether Staff or Company's 

method is the most appropriate to utilize for determining a reasonable level of 

revenues. In the Company's last rate case, the Commission changed from its previous 

position of annualizing and normalizing test year kilowatt hour sales and thus, teat 

year revenues. The Commission deviated from that method because of the tr ... ndoua 

potential of revenue loss to the Company from loss of Amoco as a major customer. At 

the time, the Commission believed the Company would be unable to offset the revenue 

loss when Amoco ceas~d to be a customer. Staff's proposal in that case did not 

properly account for the loss of Amoco as a customer and resulted in an overstatement 

of annualized revenues. To prevent such an overstatement, the Ca..isaion found, in 

that case, that it was "proper to make an allowance for the loss of a sinlle load of 

Amoco's magnitude." Re: Kansas City Power & Light Company, 26 ~. P.S.C. (K.S.) 104, 

113 (1983). In this case there is no similar potential for loss of a major customer. 

'fbua, there is no rea•on to continua uaa of the Company' a -tbocl, particularly in 

:Uflt"C of the fact that lost revnue ne to Amoco's reduced load wa111 WJOre thaa CCtllllp8D­

Nted fn- ., iaerueee :la vanwa cuatOIHrs' naasa. 

The Colilll&Usion is of the op11#1on it is Mre MPPI'OJlriate to utilize the 

•tbod. •:lcb accmmta fft H?eral verlaUea thet •Y affect rev8Ne, ncb aa 

• • 
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weather. Tbe CGIIIIdsatoa believes Staff's a8tbo4 18 a 1110n accw.rate &ad ruaoWle 

way to detendue the level of test year rev-.s ~ Coapay' s a8thod. The evtduce 

indicated that chaaain& customer uaage baa historically had a laraer iapact on aales 

than chan~ts in cust08.8r levels. Chanaina cuat08.8r uaage levels are not reflected in 

the Company's method. For the above-stated reasons the Commission is adopting 

Staff's method of deterainina test year revenues. The Commission notes this is 

consistent with several of its past decisions. The Commission's deviation froa this 

position in Case No. ER-83-49 was based upon a unique and distinguishable set of 

facts. 

E. Wolf Creek Property Insurance 

Public Counsel recommends an equal sharina of nuclear property insurance 

expense between the shareholders and the ratepayers. If such a sharing is not 

adopted, Public Counsel sugaests that an adjusement should be made to the amount of 

property insurance expense allowed which is proportionate to the amount of an~ 

imprudency adjustment adopted by the Commission. 

This issue between the Company and Public Counsel is almost.identical to 

the property insurance issue determined in Phase III. The Commission rejected Public 

~l's ar,maents there, and must once again. The Commission believes it is more 

in the ratepayers' interest to include property insurance as a part of the Company's 

cost of service, rather than to share the ~ense with the sbareholders. Sa. the 

~eetmt's diene~ioa, Fhase III, :n.r. • Property Insurance, above. The CCB!Id.~t~dcm 

it ie p~eoc ~188.8Dt on the part of the Co.pany to mainta1~ ~cb iDaUrance. 

C~se!on ie of t~ opinion that property iDaUrance cost~ art a neee~~ary 



rejectins ~lie ~ neel'a pr~l. 

r. Prop!rn Tau 
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~en .. dl!ec a.-s. 

lDiUally. Staff ad ~ diaap-Hd u to cu effect calftlatba plat 

gross of tax on 'Wol! Creek would have on the propettJ amount owed. Staff coatended 

that as the assessed value increased, the tax le'VJ would decrease to the decree that 

the overall resultant property tax would be the saae. Company .. 1Dtained an increase 

in the assessed value would increase the property tax owed. 

Company did not brief this issue and stated in Exhibit 612 that it intended 

to concede this issue to Staff. The Commission is, therefore, adopting Staff's 

position. 

G. Hawthorn S 

In the Company's last rate case, Re: Kansas City Power & Light CO!f!DY, ~G 

Mo. P.s.c. (N.S.) 104 (1983), the Commission accepted Staff's and Company's proposal 

to amortize the cost of repair and replacement power associated with a forced outage 

at the Company's HawthornS generating unit. In adopting Company aDd Staff's aor­

tization, the Commission rejected Public Counsel's assertion that the HawthornS 

outage resulted from negligence and manasement failure. 

In the instant case Staff has attempted to relitigate the Hawthorn S outage 

is.ue and now proposes that no costs attributable to the Hawthorn S outase be 

recO"'fered. 

Althoush the Co.isa:lon is not bound by the doctrines of res judicata and 

oolleteral estoppel, the Commission has the discretion to apply the doctrine• to 

avoid needless re11t1sation of 11.ues • 

• 
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to shut off ~her !Dqui:y u aatter 1uN dear the aiatab of 
fact or bow obvioua the .ua4eretandiq of law or how 
unfort\mate the choice of policy or bow unjust the prectical 
consequences or hC7!I inadequate the evidence in the record or bow 
poorly prepared the briefs and argunents. The interest of 
parties and of the public in endinl litigation normally bars a 
party who has had his day in court fro. further pressing the same 
claims or the same defenses. Under the principles of bar and 
merger a judgment for the defendant bars the plaintiff from again 
asserting the same claim and a judgment for the plaintiff 
prevents the plaintiff from trying to get more, the theory bein~ 
that the cause of action has merged in the judgment. When a 
cause of action is merged in or barred by a judgment, the 
judgment is binding no matter what issues were or were not 
actually litigated; it is binding even as to matters which might 
have been but were not actually litigated. The doctrine of 
collateral estoppel is different from merger and bar in that 
instead of preventing a second assertion of the same claim or 
cause of action, it prevents a second litigation of the same 
issues between the same parties even in connection with a 
different claim or cause of action. 

The criteria for applying res judicata and collateral estoppel are set out 

generally by the u.s. Supreme Court in United States v. Utah Construction and Mining 

~~ 86 S. Ct. 1545 {1966), and more specifically in Athan v. PATCO, ~72 ~.2d 706 (CA 

8 1982). The Athan court set out four criteria: -
1) issue must be identical to one in a prior adjudication; 

2) there was a final judgment on the merits; 

3) the estopped party was a party or is in privity with a party 

to the prior adjudication; and 

4) the estopped party was siven a full and fair opportunity to be 

beard on tbe adjudicated issue. 
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The court stated that: 

••• oc:caaioaally courts have used ~· to the eff~ct that 
res judicata principles do not apply to adaiaistrative 
proceediqs, but auch language is certainly too broad. Vban an 
adainistrative qency is acting in a juicial capacity and 
resolves disputed issues of fact properly before it which the 
parties have had an ad•quate opportnnity to litilate, the courts 
have not hesitated to apply res j~ieata to enforce repose. 
(Cases cited not listed). 

In the Utah Construction and Mining case~ the court precluded further proeeediqs 

because of a prior administrative decision. 

The Hawthorn 5 issue is identical to the issue tried in the Company's last 

rate case. The Staff bad a full and fair opportunity to litigate the Hawthorn 5 

issue in that rate ease. Based on the evidence, the Ca.miasion found for tbe Compaay 

and the Staff. In the iDstant matter the Staff has shown no ehauged circuastance1 or 

new evidence not available to the Staff at the time of the Company's laet rate case. 

Accordingly, the Commission determines that relitigation of the Hawthorn 5 

issue is not appropriate. Therefore, the Commission will not address the .. rita and 

Staff's adjustment ia rejected. 

H. Matting of Ice Storm, Edison Credit Union Sale and Two C!pacity Sales 

Staff proposes to net the 1984 ice storm expense against the ~ain from the 

Edison Credit Union land eale and two capacity sales. · Staff then propoaea to 

aortbe the Ht aount over a five..,ear pedod. C011pany takes the position that the 

lcaff'a treatment ia against precedent and capacity gains should not be deferred. 

~ eo.,.., does not addreaa the 1-.ue in it• brief • 

• 
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is appropriate to net the 1984 ice storm ezpeuse asatnst thl two capacity sales as 

proposed by Staff and aaortize the UIOUllt over a f:lve-yur period. The Ediaoa Credit 

Union laud sale shall be excluded from the calculation, since Company's below the 

line treatment of the land sale has been accepted by the Coamission. 

I. Wolf Creek O&M Expense 

The amount Company is seeking to include in rates for Wolf Creek operation 

and maintenance (O&M) expense is based the Y.G&E O&M budget. The C011pany disagrees 

with 13 of the Staff's proposed adjusemeuts to that budget. All dollar amounts 

proposed to be disallowed are on a total plant basis. 

1. Payroll !xpenses 

Staff recommends a $3,750,922 downward adjustment be made to KG&E's 

budaeted payroll expense due to the Company's failure to support that expense level. 

Staff encountered difficulty obtaining the information necessary to audit this area. 

Althoush supplied with a computerized Labor Rid showing payroll by position, Staff 

vas unable to utilize it properly because the Company requested its return. Company 

clat.e a telephone call with the NRC indicated that the Labor Rid contained informa­

Un reprcliDI Hcudty persoa.l to which access should be restricted. The docuunt 

=~ 11v.a to Staff was altered in such a way that Staff waa unable to even detet~ne 

tf p~ll ~ts belonaed to 106! luclear DepartMent persnnel. Staff re~sted 

tnt tu iDfRMdft ,.n•i•inl to acurity personul sillply be deleted •o that StaU 

_.:w ~• &JM ,ertauiq co OODaenr:Uy perannal. Cmlpay ol'iliuUy 
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detendu if tiM ..._ of ~U.. ._. 1'Uin,.s.. ht t.t ._. ...,_ ~ tiM 

requsted iDfone~toa ~ jueiftutt. of awb 11uhl.a put,tt.C~~~~H.. he co tu 

itoebility to adequately ndit tU. area,. Staff reec •• 

level of expeuse allowed for O&M expeDSU for UE's Callaway pleat 1& the ~·· 

most recent rate case. 

Company argues that Staff's problems could have been alleviated bad Staff 

asked the NR.C for a grant of access to the information. Company further argues that 

use of the O&M expense from Callaway is i.Dappropriate in this case. Company conteuds 

that the difference in the method of accounting for certaiu expenses at Wolf Creek 

and Callaway alone is enough to offset Staff's proposed disallowance. Company points 

out that the Wolf Creek security force is staffed by direct-hire personnel whose 

salaries are accounted for in KG&E payroll expense. The security force at Callaway 

is not in the direct labor budget, as it is staffed by a contractor. 

The Company.maintains Staff had adequate information to deteraine the 

reasonableness of the labor budget "considering that the payroll expense of a size­

able security force must also be met." Company believes Staff's recommended level of 

payroll expense is inappropriate because Staff is ignoring the fact that UE revised 

ics callaway O&M budget after its rate case. 

The Commission is of the opinion that Staff's difficulties in obtaining 

inf~tion from the Company impeded its ability to adequately audit the budseted 

.-nc of payroll axpeuse. The COIIIIission fiuds it was the Company's respousibility 

to aa.k a srant of access f:na the nc to allow Staff's audit. At a rri~~Umt, it wu 

c.r,ay's 8UpUn to Ji?e lUff the nace8sary recorda pertain:lq to noneacuity 

,_._..1 :in a t:laely •••~.. kU:her ocnue4. As a r.e~mlt, it wu Wpo8111ib1e for 

co •tendna a raaeoMII<le 181'e1 of payroll ad ataff:lq from the c_,_,,, 
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formed by EGO's kdpt anup atil a April lZ. 1985, 11HUaa vida die e.paq. 

Approximately two weeks later, Staff aakec! for ad reeeived a copy of die reec:mcilia­

tiou. Since Staff die! not reeeive the recouciliaeion until after its field audit was 

coapletec!. it has not reUed upon that inf(lrmation. The COIIIIBiseion is of the opWon 

it was appropriate for Staff to reject the upc!atec! information. Had Staff accepted 

the resulting reconciliation on blind faith, it would have been forced to make a 

recommendation based upon the unaudited reconcilation. The Commission has previously 

adopted a reasonable level of O&M expenses for the Callaway plant and believes that 

determination is a reasonable one upon which to fall back in the event it is 

impossible to adequately evaluate certain portions of the KG&E O&M budget. Such is 

the case here. Staff's reca.mendation affords the Missouri ratepayers .ore protec­

tion than does use of the unaudited reconciliation. the fact that Callaway's 

accounting methods differed in some areas from those used at Wolf Creek is unfor­

tunate; however, Staff would not have had to resort to that data had it been able to 

perform a full audit. The Commission is not finding that the payroll a.ount budgeted 

for the security or nonsecurity perso1Ulel is unreasonable, but instead that it was 

aaauditable and that no determination of reasonableness could be made. Since the 

eo..ission recoanizes the fact that same level ot payroll expense is necessary, it 

4oee not ttDd it reasonable to disallow all of the Company's budgeted payroll 

~, and tberefore adopta Staff'a proposal. 

2.. "HHta!t lntw 

Hnlllllllllat iy•t- iMlMIIIU lllt~~ord• ManaleMnt, Docmaent Control and Ccn­

f:ii~.et~~ ~.. on. ~ propoue to allocate tbe Maua~t Sysuu 
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t1ous ad 83 puc:at 'M allocac_. h c-uuc~in. 11d8 nw.lu b a relhetin b 

O&M expenae1 of $257.940. Steff npporte dM Tuene•leaua of ita utt.te by 

pointin& out that the Confipraticm Sec:t1cm worb cloHly with the Juc:lear Plot 

Engineering Section, which allocate& 20 percent to expenee ad 80 percent to 

capitalization. 

The Ca.pany generally arguea that Staff did not closely evaluate each ef 

the ~~nagement Syateas section• or it would have realized the 50/50 split propoaed by 

Company is appropriate. 

It is obviously easier to estimate an equal allocation than it is to obtain 

a reasonably accurate figure of the amount to be expensed versus the aaount to be 

capitalized in Management s,atems. Since there is not enough evidence before the 

Commiasion to indicate an e¥act allocation, the Commission must determine the .est 

reasonable estimate of the appropriate allocation between Operations and Conatruc­

tion. Company's listing of the functions of the various systems does not designate 

or allocate between the Operations and Construction functions. The Ca.aission 

believes the Staff'• estimate is a more reasoned a~ supported amount than that of 

the Company. Staff's recommendation corresponds to a $257,940 diaallovance. 

3. Business Sfecialists 

The Staff seeks a $557,622 disallowance for Business Specialists who were 

Mrect ctue to the volmH of work caused by turnover of conetruct:l.on and start-up 

records. Staff eonten4s the Jusiness Specialists wwre hired as temporary belp aud 

fill u lnau h a tbe job site after Jovaber 198.5. The d:1ullt.nrnce repreauta 

che ou-t:IM ucwn of tlM lu:tua• Spec:l.aU.eu • teaks • 

• • 
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the Buaineaa Specialiaea wen nta1~ oal.y oa a tn:ponry Ha1a a8ll dleir pnckRd.­

naut function will evencaally cease. 

4. TraiDi!!s Co118Ultanta 

The owners have budget1d $2,160,000 for the firat year budaet for tra:f.nins 

consultants. Staff propoaea a $1,728,000 reduction of O&M expenae which reflects a 

five-year normalization of the budgeted amount. The budgeted amount is segregated 

into two elements: Program Development and Classroom/Simulation Instruction. The 

program developaent consultants were hired in order to meet accreditation commitments 

made to the Institute of Nuclear Power Operations. The classroom/simulator instruc­

tors were hired to t~ach licensed operators until sufficient levels of qualified 

personnel are available to replace the consultants. The consultants will no longer 

be needed after 1988. 

Staff proposes to normalize these expenses because they are one-time costs 

which, if included as O&M expenses, would cause expenses to be abnormally high. 

Company maintains that although the consultants will no longer be needed 

after 1988, the training expense will continue in-house throughout the life of the 

plant. Company further maintains that Staff inconsistently applies its normalization 

philoaopby to various 1~sues in thia case. 

The evidence established that the cost incurred for these consultants would 

decrease yan1y until 1988 nn they will be eliminated ndrely. The people tak:l.ns 

t1!8 deefte fill tha .,. able to teach the daeus. It does not appear that 

ddditi~l ~·· will be neceseary once an ad~ate nuaber of personnel are 

"fM c-iseiou detendnes the Stsff'e recoanded normaU.utiou 11 r.be 

8t~'l'li!M:Iet>• ~ @f n•werins eben apne••, pa~tnbrly since the c.-
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'· M'DCO 'lut!s 
Accori:bl to Staff. MDCO ._. ntahld to paf_.. dla o-ullJ' up 

nU111ber of tests nquin4 in Wolf Cnek' a fint ,_r. 'To properly aceouat fft dlat 

expense. ~taff rec~a a five-yrar normelization. which reflecta a $2,,12.000 

dOWDWard adjuFt1Hnt to the O&M beast. Staff uintaina that a failure to =rulize 

would ~verstate the Ca.pany's revenue requir...ut. Once aaatn. the Coapany conteDda 

that Staff's normalization philosophy is applied inconsistently. Company further 

c~tends that MATSCO technicians perfora functions other than testiug; nODetbeless, 

the testing level will vary from year to year but will continue at some level each 

year. It will be neeessary either to perform the tasks in-house or to hire a coneul­

tant. Company believes the costs should be recovered as incurred. 

The record reflects the number of tests that will be performed in ~olf 

Creek's first year of operation is 15 times greater than any other year. The 

evidence demonstrates that MATSCO technicians will not be retained after the first 

year of operation. This issue is similar to the iseues of Trainins Consultants and 

lasiness Specialists previously discussed. It does not appear that additioaal con­

sultants will be needed to perform the testin& once the first year testtna is com­

pleted. Company has not retainad MATSCO after the first year of operaticm and no 

evidence was presented to indicate that another consultant definitely will be hired. 

W.ither was evidence presented of additional coats necessitated by in-houae ?taff 

perf~ns the various fudctions. The Coamiaaion finds the Staff's normalization to 

be appnpdate and c=-..iatant with that adopted by the Ccmmiuion in Section IV.I.4 • 

....... 

• 
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elird.ute c~sts asHCiatH with aecutqo d~aae dur ~ .,_..tica .. 

Since Staff has receivH DO jutUicedcm of ay ..U.tioacl podticme, u d~ 

Section IV. 1.1., Paywll hpenau, &boola, Staff don DOt reeo-.end the eo...tuion 

allow any additional expense for seeurity claaraneu. 

The Company iaulta Staff for not accountin& for depart.ental turnover. 

The Ca.aission believes the Ca.pany's position is more reasonable than 

Staff's in this instance. It is clear that the Nuclear Department will experience 

some level of turnover and those new employees will need security clearances. The 

Company should be allowed the amount necessary to provide those clearances. 

1. Plant Manager Miscellaneous Costs 

Staff proposes a $79,998 disallowance for various costs included in the O&M 

budget fro. the plant manager because the owners refused to furnish information on 

certain items they deemed as safeguarded. Those safeguarded areas are: Uniform 

Cleaning, $25,029; Bomb Disposal Training, $15,017; Security Professional Develop­

ment, $15,017; Weapon Repairs, $5,006; and Uniforms, $20,023. 

It is the Company's contention that Staff cculd have sought a grant of 

access froa the NIC to obtain the information aought. Since it did not, Company doea 

not believe the Commission should adopt the recommended disallowance. The Commiaaion 

deteraines it was up to the Company to obtain some sort of deter.ination from the ~~C 

1ft orcler to graut the Staff access to inforB&tion involving these items. The Caapany 

~DilY forgets that it is the eutity requeatiDI rate relief aucl that Staff caDDOt 

,.rf~ ita statutory duties if unduly prohibited from examiniDS the Compao,'s books 

~ recorda. The Staff hac~ oo difficulty iD this area with UD10D !le~tric CompaDy 

.~ml"'l~:a: ill :iMee~~,aUn of the C&lt.ny plae. U.nce it is the CQIIP8ft1 9 1 1Dur .. 

10 C*P~I- ra~ that ~~~ ltaff a~~~~~~~ it te up to the CQ~~Pany to 
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be reasonable. 

8. MiseellaDeou8 Materials 

This cateaory aenerally covers office supplies and materials. Staff reca.­

mends a $5,996 disallowance becaus-. Company did not justify its costs nor provide ita 

method of calculating such an expense. 

The Company claims it bad no historical data froa Wolf Creek upon which to 

baee this category of expense. It was, therefore, necessary for the budgeter to use 

his own experience end judgment. The COIIIIDission believes the Company's •tbod of 

estimating was adequate in this instance. 

9. Office Equipment - Sperrylink Equipment and Copiers 

It is Staff's recommendation that $72,096 be disallowed to elt.inate 

certain equipment wilicb was budgeted to be necessary due to future ~4lllsion. The 

equip.ent is currently in use. Hence, it is now an expense item of the present 

plant. In light of that change in circumstances, Staff bas failed to raise a serious 

doubt as to the reasonableness of the expenditure. The Commission is of the opinion 

that Staff's proposed disallowance should be rejected. 

10. Consultants to Director of Nuclear Op6~atious 

$120,000 was included 1~ the KG&E O&M budaet u a provision for outside 

consultina services that miaht be needed by the Director of luclear Operationa. 

C..,an, justifies this expensa item by easer,ina the Director hu broad responsibili­

ciee 9hich miaht require special expertise froa outside sources • 

• • 
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probleu wbich WCMI14 require outu4a coawltat Hlp. Cleul.7, neil pn~tl .. an 

unknowu at this t:ble. The Connd.ssicm qnu with Staff's charaetU'iutioa of this 

subiasue as one of speculation. The Dirtctor of Kuclear Operationa is aaitte4ly a 

highly qualifie4 iuivi4ual who 11U8t nnoun4 hiuelf with equally qualifin ataff 

bftlp. Theoretically, that should be adequate. Since no probleu requiriq outside 

consultants can be identified at this tiae, the Comaission is disallowins the pro­

posed budget it ... 

11. Spare Parts 

Staff originally proposed to amortize the budgeted ..aunt of apare parta 

over the 40 year life of Wolf Creek. Subsequent to Staff'• direct filiD&, the ~ra 

withdrew their orisinal aupport of fisures subaitted by th .. aa repreaentative of 

spare parta inventory. The Staff now conteua the budgeted apeue level for spare 

parts is left without foundation and recommends the Commission disallow it in ita 

entirety. 

The Commission agrees with Staff's reaaoning and i• adoptins Staff's 

position. Discussion of the Co.Uaaion' s reasoning is more fully set out in 

laction IV .J., Spare Parts. 

12. IUclesr Insurance 

Tbis aubieeua pertains to the $1,855,920 a.ount budseted to purcbeae 

lep1K~F~M~t PmNr lMV81U:a fror~ Juleal' llectdc Innrauce tildted (niL) • The 

C.ll\llaFI' Mllft'ea this eypa of iMUrnce i:a aeceeury. Witbcmt this innrace, the 

~~ eaearte a proloaaed oucaae at WOlf Creak would fol'ce it to purcha.e hisher· 

c.at ~"' ft'OII t:Khe'l' IIOWI'caa to t'eplace WOlf Creek Pft'Wl'. ~ pc:tnu wt the 

op:ar•tua lueaea•.. Of thoee t6 l"ea~hre u~eaeed, It &n U.red 
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justified. Staff believes incluaicm. of nu type of upenee 1n reus wwld allow 

companies to circumvent certain ratemakina conaiderationa. The Staff further 

maintains the inaurance coverage is a potential liability rather than a benefit to 

the participating companies due to the potential of r•troactiva asaes ... nts. 

This type of insurance consists of member companies payinc preaiuas into a 

type of pool or surplus. In the event of an accident, benefits would be paid from 

tb£ surplus. Those benefits would not be payable until 26 weeks after the incident 

causing the outage occurred. If the amount paid out to any of the ...Oar companies 

exceeds the surplus, each of the companies will be assaaaed an additional amount. 

The Commission does not believe it is in the best interests of the Missouri 

ratepayers to subject them to the potential payment of additional ezpanaes to cover 

claims from other companies. There are no studies to indicate the probability of an 

incident which would result in a prolonged outage of 26 weeks or aore, yet the Com­

nasion is of the opinion it is not a frequent occurrence. Should the Company 

experience such an incident, it would be able to apply to the Commission for emer­

aeacy rate relief or request, in a later rate case, that resulting costs be a.ortized 

OYer ... eral years. It is unnecessary to discuss any of Staff's other reasons for 

di8allowanee. The risk of retroactive asses..ents to the Company's ratepayers to pay 

cl~ of other compaaies is adequate to demonstrate the raaeonablenesa of tbe d1a• 

.u ... e. 
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$3,120,1.51 diaallovance. Staff w:lcaen Cox oriaiU117 tnt:lf:led that the n"Mn vaed 

an overall 6 percent eacalaticm rate, which c~ed em a 110Bthly baa1a to nalt 

in a 7.875 percent annualized rate. 

Staff believes the escalator factor eliainates any incentive for the Coa­

pany to offset any inflationary cost increases through increased productivity or 

expertise. Staff asserts the escalator factor was inappropriately applied to costs 

that will either decrease or be terminated in future years. 

The owners used projections developed by Data Research, Inc. (DRI) for 

their escalations. DRI indicates a 6.1 percent escalatioa rate for Labor expenses 

and a 4.8 percent escalation rate for Other Than Labor expenses would be appropriate. 

Company utilized an escalation rate for Labor expenses and Other Than Labor expenses 

of 6 percent and 4.3 percent, respectively. 

Company asserts Staff neglected to consider that the budget was prepared in 

1984 dollars. Company contends that had Staff escalated the base dollar amount to 

April 1985 dollars aud then performed its calculations, it would have arrived at a 

4.8 percent figure. Company further contends the actual amount of escalation in­

c~ in the O&M budsat waa $2,762,.543. 

Admittedly, the Company originally aave Staff inaccurate information to 

~k with sad the corrected taforaation was not aivan to Staff until it was too late 

to •tiliza ia ita direct case. The CGmMission finds the corrected information 

.... t'l'atea a 4.8 penant escalation rats. The CGmMiaaion 111 of tbe op1tdon an 

.-alatn fact• •~ld •• hilt :taco c•rtaift poreions of the 1061 O&M ~tudset. 

c"• ~in lteUene a uulator factor ebwld •• ellowd, tbe CREb­

da h:lift'N I'M CIIIIMliY 
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and MATSCO I'C Techaiciaaa. 

J. Spare Parts 

I: :;taff' a direct cue, Staff proposed to reaove $20 11ill1cc (total plant) 

from plant in service and to reclassify it, leas oae-half of the apare parta to be 

expensed in the first year of operations, as Materials and Supplies. 'lhe UO 11illion 

figure was baaed in large part upon the answer provided to Staff in a data requeat 

which stated that the value of spare parts included in construction work was 

$13,874,257. After th¥ filing of Staff's direct case, the Campaay iDformed Staff 

that the $13.8 11illion amount was "wrong and [wu] not available because [they wereJ 

unable to deter11ine the price of the majority of the parts without a ai&nificant aDd 

costly effort." 

Due to the Caapany' s withdrawal of ita aupport for the apare parts fipre, 

Staff chansed ita position in its surrebuttal teatiaony filing. Staff now proposes a 

$20 aillion ctisallowance baaect upon the COIIP&nY' • inability to aupport a ,alae for 

Wolf Creek spare parts inventory. Staff propose• thia aaount be ctballowect atil 

eo.pany is able to provicte the information necessary to .aka a cteter.ination of what 

the proper quantification of epare parts inventory is. 

Staff ac1111ts tbat the $20 11illion &llf'Jimt ia only an eati•te of the ,alas 

of t'IM c.pay'a apare parta imrentory. 'lhat eatiaate reliea upon an $18.3 aill:fcm 

f~e fi'IIIM tile 1985 Wolf Cl'eek foreuat a atataata fm~~ owners' npnHatati•ea 

~ l-' co «'*e ... lu:in .,_ Staff that act4iUou1 apal'e pai'U wn pul'cbaae4 with 

..UcH'U1 ~..-~ a4 wwW ~ U.e ~tea iMlMH 1D the forecat. Staff 
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$20 mllin estimate u eouen&tive. 

Staff contnc!a it is usatial to maiataiu ...... te cntrola over spars 

parts inventory in order for manas.-nt to deteraine the appropriate level of spare 

parte. Accordine to Staff, coat kDowledge is a ..asure of control. Lack of cost 

knowledge indicates lack of control and poor management performance. Staff contaada 

Company could not have made a reasoned, prudent decision as to whether to purchase 

those inventory items initially without knowledge of their cost. Staff asserts 

proper cost control would have enabled the Company to have an approximate idea of the 

value of the spare parts that had been purchased and were on-aite at the time of 

Staff's audit. Staff believes coat analyses should have been performed by the 

Company. Staff notes that Union Electric was able to approximate the value of its 

spare parts in ita rate case. 

Company argu•s that ita spare parts program is similar to that of Union 

Electric. Since Union Electric's program was acceptable to the Staff, so should t~e 

Company's be. Comp~ny claims Union Electric relied upon the coat/benefit analysis of 

spare parts performed by the SNUPPS Joint Committee and that Company did also. It is 

Coapay' s assertion that its inventory tracking syata is exceptional. the Coapany 

points out that Union Electric was unable to coat out every ita of spare parts 

im'tmtOZ7• 

1'H C.,ay cou:eats tiM Staff's $20 milliou ast:lute. Collpay notes tbat 

St.tlff Mi8iu11y atiliaed e $20 llilliou fipre for l'eda88ifyiq spare part I, ftich 

... ~ a $13.1 llillion fisura ..,lied by CGIIf8DY ADd a $6 1111!1oa ficure 

afY:h>ed at ltaff. C4\l_,aay ngeat8 :U: is iroaic that Staff arnve.S a~c a 1:181lar 

f«•-~~~~ I« :lliJ ..... other ucaB lt :ia tiM ~'. ,OiJUioa 
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Staff's est:laate is "W~atH ~ ~hly $9 ldlUa .. M d!Je ~foro tMa 

fiJUre, Coapany dHaeU tbe currat C&llavey Materials.- hppliu ~of 

$16 lll.illion fr01111 the total $25 million amount SUff unaes ~ bu upended for 

spare parts (the $20 million estimate plus $4.8 million already accounted for in 

Material~ and Supplies). Company deducts that $9 million from Staff's $20 million 

estimate to arrive at an $11 million figure. In the event the Ccaaiasion chooses to 

accept Staff's position, Company asserts an $11 million disallowance would be more 

appropriate than the $20 million estimate of Staff. 

Although Staff's original proposal presented a method of accounting issue, 

Staff's present recommendation represents a proposed disallowance baaed upon failure 

to adequately track costs of spare parts. This failure on the part of the Company is 

evidenced by the withdrawal of ita original estimate of the valuation of its spare 

parts and its failure to provide any type of substitute approximation. 

The Company's argument that it was able to cost out the spare parts but bad 

not done so due to the substantial expense involved is inadequate ~ustification for 

its actions. It is true that an after-the-fact determination would be costly. That 

is Why it is more appropriate for the Company to cost out its spares at tiMe of 

purchase or as soon thereafter as possible. 

The evidence indicated Union Electric was only able to cost out portions of 

ita spare parts. In spite of this, Union Electric was able to provide, if Dot a 

c-.lau Yalut:loa, at least an approximate valuation of ita apare part• mentor, to 

'~ eo.t••1on :iu ita rau cau. 'l'ba probl• here :La that tbe CCJ~aias:f.oa be a oo 

~uonar f:ra tbe C.,aay to ift4:lcata tbe value of iu epare paru :lave .. 

~ ~-1 apparntly IIHmH I.e UMeaaur, to uiata:Ul tbeaa ,,_, of 
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It is not enouah to aillply rely upon rec::&:lmdationa of the StmnS Co&:ittu, witJM.t 

any further thought to cost of the spare parts. The rapidly ~acal&tina costs of 

constructing Wolf Creek made it imperative that adequate coat trackiug be maintained 

by the owners. A failure to even attempt to do so, as baa been demonstrated hereto, 

represents management imprudence. 

The Commission is of the opinion the method of accounting, i.e., classify­

ing spare parts as M&S or plant in service, is not at issue here. The only issue 

pertains to the maintenance of appropriate coat control records. It is absolutely 

necessary ~o know the approximate value of the inventory no matter how it is deter­

mined to be booked. 

The Commission is now faced with the difficulty 'of selecting an appropriate 

estimate of the level of spare parts at Wolf Creek. The Commission believes that 

both the Staff's and Company's estimates are flawed to a degree. That is a direct 

result of Company's failure to maintain adequate recorda. It is impossible to 

determine a precise dollar amount. The Commission finda that Staff's analysis is DOt 

aa likely to reflect the Company's value of spare parts inventory an is the Callaway 

fisure. Staff's estimate is baee~ on the Company's forecast and an assumed addition­

ad .-mmc. Since the record has repeatedly iadicated the similarities between the 

•dp _. cnatructin of Wolf Creek au Callaway, the CO!Miaaion fil'lda that the 

~t rea•onable of the two ~st1.at~s of spare parts value presented is the 

$11 ~•t~te of the C~ay. It 1• ufifortuBate the est~te must b• baae4 

~ ~tb• na4it8ti CaU.way Upr•• pra.uud by the C011pay, but uul:Ur.e tb• Payroll 
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K. Cau Workiy capital (Vclf Cneit) 

The ujority of cuh vorkiDg capital issues wen address• 1D PU&e III. 

The remaining issues to be decided are the proper treatment of nucleer ful expenu 

and the appropriate expense lags to use for Wolf Creek O&M expenses billed by ~G&E to 

KCPL. 

Staff includes one year of nuclear fuel expense in its lead/lag study 

because nuclear fuel is paid for quarterly as the fuel is actually burned. Staff 

proposes to include Wolf Creek Operation and Maintenance - Labor expenses billed by 

KG&E to Y.CPL in its lead/lag study line item Wolf Creek Operation and Maintenance -

Payroll. The applicable expense lag would be 12.8 days. Staff proposes the applica­

tion of a 37.71 day expense lag to its line item Cash Voucher- Other Operation and 

Maintenance expense. That line item includes Wolf Creek Operation and Maintenance -

Other expensu. 

The Company did not brief this issue but opposes the inclusion of nuclear 

fuel in the cash working capital study. Company believes the Staff's proposal is 

inconsistent with the tr~atment siven non-nuclear fuel amortization and depreciation 

of utility plant. Company proposes to use KG&E's payroll and cash voucher expense 

lea- of 14.68 and 18.63 days, respectively. Company makes its proposal because it 

a.,.cu to •Jt:e ca•h advances to Y.G&E to ofhet the las betwean cl:l.rect payment of 

Wolf Creek expeneas by KG&E and receipt of KCPL's payment for its 1bare of the 

GJJensee. 

The can.issioa ~slisve• Steff'• treetment of nuclear fuel ia appropriate. 

e lead/181 s~ aeswree Ul!ina of cbe Cmlpsny'e ceuartul1 csa payunt. 
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study. 

The C-s.nioo fbcls ClNat the proper up eue lq aye an focad ia Scaff' e 

rec01llllllndation. Since there ia no writtu opentiD& qr._t betwea a:&! a KCPL, 

there is no way to deteraine the actual period between KG&E incurring upeues aDd 

KCPL advancing or paying the cash to KG&E. Since the KG6E recorda are not Volf Creek 

specific and have not been audited by the Commission Staff, the Commission prefers 

utilizing the periods recommended by Staff to those utilized by KG&E. 

L. Depreciation 

1. Wolf Creek Depreciation Rate 

KcrL presented a depreciation study which results ia a 3.53 percent 

depreciation accrual rate for Wolf Creek. However, KCPL proposes a 3.44 percent Wolf 

Creek depreciation rate which was approved by the Kansas Corporation Commission. 

Staff proposes a 2.6 percent depreciation accrual rate for Wolf Creek. 

Staff and Company agree to an estimated retirement date of 39.5 years and a 

10 percent negative net salvage value for future retirements. Staff and Company 

disagree as to the appropriateness of considering interim additions in the 

calculation of the depreciation rate. Staff and Company also disagree as to the 

appropriate level of intart. retirements. 

As part of the Company'• depreciation study, Company witness Aikman studied 

10 Wast~ee pressurized water reactors (PWR) to arrive at an interim capital 

_,.itiGD rata of 2.8 parcaut and aa interiB ratir...at rate of .3 percent. Aa noted 

~ •• Staff oppoeee the i~lueion of the interim addition rata in the calculation 

iMIII ~--· 8'll :&acerim reUr8118Dt rata of .1 percent. 
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depreciation practic••· 

Alternatively, eveu if the COIIIII!dsaion adopted interbl additioua iuto the 

depreciation decalculation, Staff subsitted evideuce designed to show that the 

Company's calculation of interim additions is unreliable. 

In Re: Union Electric Company, Case Nos. ED-85-17 and ER-85-160 (1985) the 

Commission was presented with identical evidence regarding depreciation rates for the 

Callaway Nuclear Plant. 

Section 393.135, RSMo 1978, states as follows: 

Any charge made or demanded by an electrical corporation for 
service, or in connection therewith, which is based on the costs 
of construction in progress upon any existing or new facility of 
the electrical corporation, or any other cost associated with 
owning, operating, maintaining or financing any property before 
it is fully operational and used for service, is unjust and 
unreasonable, and is prohibited. 

The Supreme Court has stated the purpose of Section 393.135 is "tc 

make the ~tility wait until completion of the new construction before including 

the cost in rate base or otherwise recovering its expenditures." State ex rel. 

Union Electric Ccmpany v. Public Service Commission, 687 S.W.2d 162, J66 (Mo. 

bane, 1985). Since :f.nterill additions reflect such further construction, the 

Commission determines that future additions should not be reflected in the 

Asi~e from the queation of Whether Section 393.135 prohibits the 

opinjon thai , .. lacluaiCD of iuterim additions is 1aeonsi5t&at with senerally 

.-~apt;e4 ueUons of pu'Ue ut:U:Uy dqradaUou acccmntiDS• Tbe ddizd.UCD of 
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Depreciatiou is a aethod of aanrina the COUBUIIPtion or exhaustion of a 

asset. The recovery of depra~iation returns the coat of the investment associated 

with the asset to tha investor as the asset wears out or loses service value. In the 

Commission's opinion future additions are not relevant to the above considerations 

and, therefore, should not be included in the calculation of the depreciation rate 

which is applied to existing plant in service. 

b. Interim Retireaent Rate 

Staf! proposes a .1 percent interim retirement rate.based upon Staff 

witness Love's professional judgunt. 

Staff witness Rosenbaum performed an analysis of Aikman's study of 10 PWis 

referenced above. The study was used to calculate the intertll retirement rate as 

well as the interim addition rata. Rosenbaua testified that there are over 90 

million ways to select 10 Waatinshouae PWRa from a total of 33 Westinghouse PWRa. 

Tbus, the selection of any 10 must be justified on engineerins and coat grounds to be 

dllilar to Wolf Creek. lo ncb justification or similarity was shown. iosenbaU11's 

analyris of the Mdit:lon uta of the 10 PWRs revealed abno1:UU.tiea with respect :o 

cJM •teuihUn of ~•:tuoa J'~Jtes. i'our of cbe uniu abibited wide varuac:ea. 

IIWU8 CJM 8~1!dy hes "ben 8hWD 1ly loH81Jaa CO 118 dT81Ublae the 

~ of c•• ,~. ia the ·~ .... iatll'ia rae1r .... e rata. 
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presented. 

Consideriq all of the above, the COIIIIIIdaaicm detendaes that AiJrwa 'a 10 

~~ study iP unreliable and that a .1 percent 1nter1R retirement rete as calculated 

by Staff should be used for purposes of this case. Accordinaly, the CommiesiOD finds 

that the Wolf Creek depreciation accrual rate shell be 2.60 percent. 

c. Primary Plant Accounting and Record Keeping 

Staff proposes that KCPL be required to maintain its depreciation reserve 

by primary plant account. KCPL asserts that it intends to keep track of Wolf Creek 

investment by FERC subaccount and, therefore, no such order is necessary. The 

Commission determines that KCPL shall maintain its depreciation reeerve by prt.ary 

plant account as proposed by its Staff. 

2. Non-Wolf Creek Depreciation 

KCPL and Staff presented two depreciation studies for non-nuclear plant 

accounts. KCPL proposes a composite depreciation rate of 4.80 percent and Staff 

proposes a composite depreciation rate of 3.04 percent. 

The Company's depreciation rates were last fixed by the Commission 1D 

Depr.ttdadon Authority Order No. 60.05, effective May 25, 1976. The current 

c~site depreciation rate is 3.58 percent. Thus, Company proposes an increase to 

the current depreciation rete while Staff proposes a decrease to tba current 

depreciation rate. 

KCFL witnese Liberda perf~d the CompaftY'e depreciatioo atudy. The life 

.,_ uthod ad che accnuial ntW nre a1«!d. 
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followina facton h his life .,a ~: (l) orlS1ul ~; (2) plat 

addition; retireMDt. ubaa• aDd rU!OYal coat actiri~ to the curnat tiM; (3) tbe 

expected useful life of the facility; (4) the projected retirements for the 

remainina useful life of the facility; (5) the projected salvaae and reDOYal costs 

associated with the projected retirement; (6) the replacement of projected . 
retirements; (7) the decommissionina of the site at the end of its useful life; (8) 

effect inflation baa on the previous factors; (9) the adequacy of historical 

depreciation rates. 

Staff opposes the consideration of capital additions and fossil unit 

decommissionina costs. 

The Commission has found against the inclusion of capital additions in 

depreciation rates for Wolf Creek depreciation rates and, therefore, the sa.e 

reasoning applies when considerina non-Wolf Creek depreciation rates. 

The Company uses a negative net salvaae value in the calculation of its 

proposed depreciation rates. This is because Company's estimated decommissionina 

cost of fossil plant exceeds the salvage value. The Company estimates 

decommissionina costs for Hawthorn 5, LaCyane 1 and L&Cygne 2 and Iatan at 

approximately $136 million. 

The Company has no specific plans for decommissionins or replacement ot its 

fo•sil plants at retir...at. A potential exists for the rehabilitation of its fossil 

~~s aa fa discuaaed in tbc accreditations section herein. No atate or federal 

r~lati~ exists Wbicb requires dec~ssi~nl fnndina for foaoil plants aa 1~ the 

~us ri~b nc r~:lrt~M'Gt• tm: unclear plau. t~a add:U:ion, tba foe•il plat du 
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depreciation rates. 

Staff wituesa 'Loft perfcrud a depredation ·~ etilidq tbe actuarial 

aad the life span aetbod to arrive at the averase life and the reaeiniDB life of the 

plant account investaent. 

The fully actuarial IPethod utilizes survivor curves. Tbe method requires a 

history of past additions and retirements by a vintage year obtained from Company 

records. From this history. survivor curves are conatructed from successive 

historical retirement bands. Each of the retirement banda are matched to a family of 

actuarial life tables using a method of least squares in en attempt to establish a 

trend. Upon selection of the appropriate life end life tabla. average and remaining 

lives by vintage year are calculated end weighted with vintaae aurviving inveataent 

to arrive at a composite average and reaaining life of the account. Staff applied 

the fully actuarial method to accounta consisting of lara• numbers of aaall units 

such as poles, meters and wire. 

The life span method vas applied to lara• structures and equiP~Pent such as 

buildinas and electric power plants. These assets do not retire With such frequency 

to develop complete survivor curves which may be indicative of future life 

characteristics of the remaining units. 

Tbe life span method requires estimated datal of final retirt~r~ent and 

~vina iu9estment, estimated interim retirements expected over tbe remainina life 

- a hilt~ of past additions and 1ntert. retir1i~Penta ., vintaae rear. 

'l'f• tiM Met~ of a44U:1ons ad interim reUr111PeDta, • interia 

U.fe tahle 1e ~nacncte4 fr• a~tul a,enance ad Mtchad to a f•:Ur 
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CCIIIIbiDina t'ba naU.:Sacl life with t'ba p~ietacl r 111 t.SDS life of uda 

vintaae, properly wtahtacl with each nrri-rlna mveaeunt the a'ftrqe life of t'ba 

account investment is determined. By properly weiabina each vintaae aurvivina 

invesem.nt with the predicted remainina life, a composite remainina life is also 

detemined .. 

In the Commission's opinion the Staff's method of estimating average lives 

and depreciation rates is appropriate. Staff has followed the method recognized as 

appropriate by the utility industry. Staff has followed a method authorized by the 

depreciation Subcommittee of the NARUC Committee on Depreciation and Valuation. In 

contrast, Company's study, aaide from the defects associated with the incluaion of 

interim additions and decommissioning costs, utilizes a turnover method to arrive at 

an averase life rather than actual data by vintase account. Staff's cites an EEI 

publication which addreaaea this method and questions its accuracy. 

Havins reviewed the Company'• and Staff's depreciation studies, the 

Commission determines that Staff's study is superior to that of Company's and should, 

therefore, be adopted. However, the Commission is persuaded by Company's argument 

that Staff should have utilized a 35-year estimated useful life for LaCyane 1 and 

~troae 2 for depreciation purpoaes. Althousb the Company's operating plan predicts 

liEited operations for thea• units in an effort to addrea1 minimum load concern~, the 

~aa:!on is not perauade4 that Company' a plant operae:1ona of thole uDita will 

~:.., Chair ua.fu1 1£~•• by fi~• additional year1. 1:1ace Staff baa acce,ted the 

~~_, a eaci-.rad ua.ful li••• of 35 year• fur tba re~~einiDI eoel•fired units, the 

C!--'.1111:ion dll!llndMII fbal 3.5-yeal' Uleful U~el IOOuld be ut:Ubad for tbe two uaiU 

:Ia - .. -~"' ..... 
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v. Fuel IaRU 

Prior to the hurtas. Steff aDd Eat. neol'ftd the folloria& ieau: price 

of coal at Rawthon Unit S, sross inequity claia with Pittsbuq ud Midway Coal 

Company, and laws end regulation COIIIpliance cost adjustments. ~otb Company and Sta~f 

agreed upon a 9G-day burn amount of coal, a 13-month average inventory quantity of 

lt.estone, and a dollar value of oil inventory. 

A. Wolf Creek Equivalent Availability Factor 

Equivalent availability is the percentage of time a plant is available at 

fell capacity to generate power. To the extent the actual equivalent availability 

factor is leas than the equivalent availability factor used to calculate fuel 

expense, the Company will uudercollect fuel expense. The inverse is also true. Both 

Company a~d Staff have calculated a first year equivalent availability factor (EAF). 

The Staff proposes a 77.66 percent EAF. When used in KCPL'a fuel budget model, that 

percentase becoaes 76.9 percent. The lower percentage is due to extrapolation of 

outase rates from hours to weeks as required by the Company's fuel budget model. The 

Cowpauy proposes a 65 percent EAF. 

To calculate ita EAF, Company performed a least squares curve fit of 

historical plant capacity factors (CF) for Westinghouse plants greater than 1,000 MW 

usiut uuadjusted data found in the United States Nuclear Resulatory Colllmiaaion (NRC) 

pu~tU.udon IRJII0.-0020 (Orey Book). The Oray Book is a IIOUtbly publication put out 

~ th DC "'11h contains etetiatical data on nuclear plants. The Oray Book 

~icetes s 57 percent .. arall ._. 58 percent first year EAr for those Waatinghouaa 

•u, inclal:lal raful:ial ouusaa. Ac~ountins for refueling outages ua tb• affect 

~~ ''- JAr. the laeal ..-eras ~Urva fit yielded a first-cy~l• !AI of 



53~ .. ~Dr lUillllllllld 1M 

~ the .,u.. tile 

Ill t Jftilll !illlla'tl-.. 

~-c.~ tile nalte 

betwea tM tw ,._... ~ nnltel ta 11 65 ,___ _. U puUJM r.ar fw tile 

first W HCoB J~~Ua., n&peetively. 

Staff perlo1:DH a cliffenat t:ype of aelysta. Staff clenlopacl a perc:atap 

for full outages, both scheclulecl aDC! forcecl. as wll as partial outqes to deteraiDe 

the EAF. A full outage is when the unit ls completely out of service and no electri­

city is generated by it. The major difference between a scheduled and a forcecl out­

age is that the first is plannecl or can be delayed, the latter is unexpected and 

immediate. A partial outage results when the unit is not allowed to operate at full 

power due to repair, maintenance or economic necessity. 

Since Yolf Creek had no operating history, Staff could not actually calcu­

late the equivalent availability of the Yolf Creek plant. Instead, Staff estimated 

an EAP' by considering data from similar plants. Staff witness Yatkins calculated the 

full outage rate. He obtained outage data from the Gray Book on 21 uni~s he dee.ed 

similar to Wolf Creek. Those units included all three and four loop pressurized 

water reactors with design electric rating: ~f at least 800 MW for which Yestinghcuse 

was the nuclear steam supplier. For those 21 units, the average planned scheduled 

outage rate was 16.7 percent, the average unplanned scheduled outage rate was 

5.88 percent, and the averase forced outage rate was 13.51 percent. Staff did not 

utilize the 16.7 percent scheduled outase rate in its !AF calculations. 

Staff bad to determine what it considered to be the appropriate period of 

time ova~ which to determine the outase rates for the plants in ita data base. Since 

Staff was att..,tins to calculate an EAr for the first year of Wolf Creek operations 

afur tiM deum:inaU.on of iu i...,service atatus, Staff attapud to eqwau the We!~ 

CrHill :i...,H'n'ice criteria to the 9aricua plats nudied. It is Staff' 1 view that the 

J~MK1181Fiat~a etw4y ,.rio4 te tha fine yH'f of openU.ona followiq d~1tut:icm of 
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operation to reflect tile fact the mdt M4 not operated at hll ,_r the eatire 

month. That adjuataeut :lDclucled dele tiD& hours devoted to power aeceuion or toting 

prior to atta:lD:lns full power. He alao excluded hours which had been devoted to 

repairs or aodificatioDS which should not occur at Wolf Creek by reaaon of ita more 

recent design, which incorporates design changes or modifications to prevent occur­

rences of those outages. That adjustment also excluded all reserve shutdown hours, 

since none should occur at Wolf Creek. Reserve shutdown is the re.oval of the unit 

from on-line operation for ecoao.ic or similar reasons when operation could have been 

continued. 

Unlike the Ca.pany, Staff asserts it did not use and does DOt recoaDend use 

of a refueling outage estimate, since there will be no refueling during the first 

18 months after the plant's in-service date. 

Staff witness Proctor calculated a partial outage rate of 4.60 percent. 

Dr. Proctor did not use the Gray Book as the basis of his infozmation because the NltC 

does not gather data concerniaa partial outages. Instead, he utilized inforaation 

fro. the North American Electric leliability Council--Generating Availability Data 

lyeta (DIC-CW)S) which had been requested by Union Electric Collpany. RnC-GADS 

4ae& ia .uppliad voluntarily. It is not required as is the NRC data in the Gray 

look. '!he unite In. h'octor evaluated nra 13 of the 21 umts evaluated by 

*" W.tkiu. ln. Proctor aaacl IJ'OUP data, aa iacli'rilual data waa not available. 

Staff'• .,_, ia cWlnaact by C.,a, for H1'eral reaaou. The Colrpeny 

hl:MYN SUff -.11 Rly 'UN lookacl at data frm~J Weetiqbouu units 1reater tm 
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plants in its uta ku. The~ uaans that: ltaff us ta-nct dae effects of 

the learntaa curve set: forth by Company which suasests that typical EArs are slishtly 

lower in the first cyclesr presumably due to inexperience. It is the Company's 

assertion that Staff does, in fact, utilize a refueling outage estimate by deletins 

the estimated outage from its calculation. That assuaed high refueling outage 

estimate makes Staff's EAF prediction far higher than it should be. The Ca.pany 

further asserts that Dr. Proctor's data is flawed due to the voluntary nature of its 

reporting. 

The Staff contends that Company uses the words "capacity factor" and 

"equivalent availability factor" synonymously, while capacity factor, which includes 

economic off-loading and is dependent on the particular unit rating, will always be 

equal to or less than the EAl. Staff refutes Co.pany's learning curve argument by 

asserting it is based on CFs, which tend to be inconsistent, rather than !AFs. Staff 

asserts much of the learning curve is caused, in part, by various plants in the data 

base beins declared commercially operational prior to 100 percent power testins ca.­

pletion. Once Staff removes that inconsistent data, the learnins curve was no longer 

apparent. Staff also attributes any learning curve to includinr refuelins outases in 

the sscond year C7. Staff maintains that Company has arbitrarily chosen a 10 percent 

refwelins rate and misapplied it to its data. 

The C~saion recosnizes that no estimating technique is flawless, but 

._11 .... Staff's analysis represents a .ore appropriate method of decerminiD& the 

~~~., JAr for WOlf Creek than •oe• the C~'1 analysis. fbe C~saion find1 

~ ~n o~ ~o -~~~- an IAr for WOlf Creek, it is neeeseary to utilize a firstm 

~ siait.r lo ''-' ~ob will ._ nt11ile• at WOlf Creek; i.e.s besi~na 
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does Dot prejuiee tu Ce~llllllll.,- ~t ru Staff nvt__. ~ Rite Htweea 100 

ancf 1, 000 MW as well as over 1,. 000 !li. lD fact, rut overall nYiew ld;ht teDd to 

uDder state the resultant EAr. as the plants shown for all yean Mtvean 100 aDd 

1,000 MW had the lowest capacity factor of those reviewed. Neither is Staff's data 

flawed by the voluntary uture of the iDforaatiOD submitted to R!IC. No substantive 

evidence was presented which demonstrated the information was unreliable. 

It is the Commission's belief that Staff's exclusion of various potential 

outages is proper. There is n plethora of evidence in this recorG which deaonstrates 

that the SNL'PPS units are "state of the art" and superior in ciesisn over other 

nuclear units. The Staff has excluded outages for Wolf Creek which should not occur 

due to tb~ SNUPPS design. which has been modified to alleviate certain problems 

e:perienced at other plants. The Commission finds it is reasonable to do ao and the 

Coapany's study is flawed in that those outages were not excluded from its data. The 

testimony indicated Staff did not believe those outages were caused by aore than one 

reason and Company presented no evidence that they were. 

The Company is comparing Staff's recommended EAF to other plants' CFs. 

Unlike those CFs, Staff's !AF does not include refuelina. Hence, it appears higher 

in ccmpariSOD. The Commission notes that even with no refueling, two of the plants 

were able to exceed Staff's recommended rate. The Commission is mindful of the fact 

tblt as are either equal to or lower than EA!'a. 

Accordins to C~any witness Hasan, of nine groups of sister plants in 

ltatf'a data •a.a, ~ilt at or nearly at tbe same t~, ae.en of tbe pairinse bad a 

m.spe'l' first...,.Mr C7 1fi the su•uqunt tm:lt • The Cfa for the DiM sabtequant Rita 

•Mf,H fr• 67 parent to 81 parent, ritb an overall averase of 14 percent. M 

• 



• 
... ._ tM liMa MIIMII~-

17.14 .... dlte tw alb 

IIUU1~ a 

0. - ._.IIUitd KlJ 

.- ,.rcacep ~ 8111111 tM ~ aepp_. fnlll 71 ~ to 7J .-cea~: .. 

n. c ..... ., •• f!Me t~Hlt a a~ nle. -'••~•c atu pef'fom at a 

hisher CF, uc! therefore ID, than do the first um.u. TU CCIII!Iduioa ha prniouly 

found a 72.6 perceut IAF to be raaaonable for the Union llectric Callaway plant. 

Both Callaway and Wolf Creek are SNUPFS units and substantially identical in their 

desisn and construction and use of technology. Therefore, the Commission anticipates 

that Wolf Creek will have a higher EAF than Callaway. 

The evidence in the record indicates that in its first seven months of 

operation, Callaway bad actually achieved an 82.78 percent EAF, far greater than that 

estimated by the Commission. When that performance is considered in light of the 

prior evidence, including Staff's possibly understated EAF rate due to its utiliza­

tion of all Westinghouse units above 800 MW, the Commission is of the opinion that 

Staff's estimate of 76.9 percent for Wolf Creek is a conservative one and should be 

achieved or exceeded by the Coarpany. The Commission notes the testimony of Company 

witness Evans that in 1979 to 1980, the Company estimated the Wolf Creek EAF between 

7S and 80 percent. 

In spite of the fact that Callaway bad not been operating a full year at 

the time of the bearins, the Commission finds that the performance of the Callaway 

plant is an excellent indicator of the performance of the "state of the art" SNOPPS 

units and supports the reasonableness of Staff's estimate. The Commiss~on is not 

~~need by Compeny'e ar~t to the contrary. 

'l'be COIR:lsaion is not persa&ded that a learnins curve u:iau; however, 1f 

it doee exiet, it wowld merely bolster support for Staff's eatimate when considered 

is With the firet..year ~epa~ity factore, eicludins refuelins. of the 18 

rieter eatu in Staff' • data baM ad c:he perfo1"Mnce of the CaUaw11y nit. 'It would 
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B. Nuclea1 Fuel 

Staff aDd Coapany agree that a first m, first out (FUO) 111\'cto~ Mthod 

should be used to value Wolf Creek nuclear fuel. Staff and Coapaay also reco .. eud 

that credits received from ~estinghouse under the teras of the uranium litigation 

settlement be allocated among the uranium amounts in the initial core and the first 

six reloads of nuclear fuel. Although Staff calculated the cost of nuclear fuel 

utilizing both a weighted average inventory method and a rapid amortization of 

Westinghouse credits, it does not actually recommend their use. 

Hence, the only contested nuclear fuel issue is a determination of what 

period should be used to calculate the value of the fuel iuventory in the reactor. 

Staff bas utilized a 13-montb average of the balance of uDburned nuclear 

fuel in the reactor and included that amount in rate base. Staff contends this type 

of calculation is appropriate because under the terms of the Company's fuel lease, it 

is required to make quarterly interest payments on the unburned portion of fuel in 

the reactor. Those payments are reflected in the cost of service through inclusion 

of nuclear fuel in the rate base and the fuel lease in the capital structure. 

Staff asserts it is a known fact that the level of nuclear fuel in t.~ 

reutor core rill decrusa throughout the first year of operation. Therefore, the 

... of 8D1 ~t sreater than Staff's averaae would overstate nuclaar fuel inven­

tory .. 

CG!IIfdiD1 4iaasreea with Staff's MthodolOI)' end reeolt nDIIa the ~hlicm 

a ~t-t.-t:S. ~umeqt :lutead. !bat ~qt w.ld iulU. in rate heae the 

• 
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Staff's approach is inconsistent with both the use of end of test year plant in 

service levels for Company's other iuvestaents and the trended orisinal cost lesa 

depreciation studies sponsored by Staff. 

Contrary to the arguments put forth by Company. the Commission finds 

Staff's average to be a reasonable method of determining the value of fuel inventory 

in the reactor. The Commission finds that the point-in-time calculati.on recoaaeuded 

by the Company would overstate the nuclear fuel inventory, since the fuel would be at 

its highest level when the plant is declared in service. The Commission does not 

believe that the initial level adequately reflects the fact that the fuel in the 

reactor will steadily decline during the first year of operation. 

The Commission does not believe Staff's method of valuing nuclear fuel is 

deficient because it differs from that utilized in Staff's trended original cost less 

depreciation studies. The methods measure two different thir.gs; i.e.: original cost 

versus fair value. The Commission finds it may not be possible to accurately calcu­

late a 13-mooth averase for all of the Company's plant in service; however, it 

appears that a reasonably accurate 13-.onth average can be calculated when util!:ing 

a ~ quaatity, such sa the amount of nuclear fuel in the reactor core, which will 

••reaea at a reaaoubly certain rate. 

!be C~ssioo dete~nss Staff's averasins method is consistent with ehe 

~ss~'a tre&~t of ••preciation reserve in Section I.E.l. above. The 

~ .. ~ ~~~ fi~s tbat ltaff'• averase doe• not prejudice cbe rate ba•e 

ila\i~r.~~•11iJ>I!l._ ~ not ~ou14eri&~ adt~Uina to rau beae, becaee it noid~ 
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inventory ad adopta both die YDO ~torJ -~ of ql1d.D& adur tal, ad tM 

reconaendcd method of allocat:lD& Yeatinsbouu credi.u 1111101!8 the iuitial core &ad the 

first six reloads, as reasonable. 

C. Net Electric Capabili~~ 

There is agreement between Company and Staff that the current net electric 

rating for Wolf Creek is 1,128 MW. The issue involves Staff's proposed offset of 

$296,579 (Missouri jurisdictional) to annual operating fuel expense based upon the 

difference between the 1,128 ~1 rating and the 1,150 MW capacity Staff believes vas 

represented by the Company. Staff's offset represents displacement of fossil fuel 

produced power that would have occurred bad Wolf Creek's net capability been the 

1,150 MW so represented. 

Staff asserts that Company has consistently utilized an 1,150 Mi plant 

rating for Wolf Creek in prior regulatory proceedings before this Commission, yet the 

unit is licensed at only 1,128 MW. Staff contends that ratepayers are being forced 

to bear the full cost of Wolf Creek, and therefore should realize the full extent of 

ito benefits. Staff points out that Wolf Creek is designed to accom.odate a stretch 

rating of 1,180 MW. A stretch rating involves operation of a reactor at bisber 

thermal power levels than oriainally licensed. This occurs throusb use of the safety 

desilft marsin built into the plant. Risher level operation decreases fo~ail fuel 

1eneratiou and lowers system operatins costs. Staff maintains it is t.,Grtant ~ 

ffteaetiDI C.,ny'e fwel eost that the proper eapadty be apportioned to Wolf Creek 

••~"•• otMI' wu M &bat nud.ar ful' 1 lover cost is fully ruliau • 

• 
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Staff uaed tbae rat• 1D its nalaatioa of dM Culf&J' s capacity plaaiaa ~~ iii 

a previous eo-taaion case. tke Scaff was ~le to 1deac:1fy C) cbealea tbat VCN!d 

have occurred had ic: kDown of the actual retina. '!'be Coapauy poiDts out it b 

licensed only to operate at 1,128 MW. The Company has not yet applied for a stretch 

rating and no Westinahouse four loop nuc:lear steam supply system of the type at Wolf 

Creek bas been licensed for a stretch rating. 

The Commission agrees that Company has represented the capacity of Wolf 

Creek to be 1,150 MW. The Commission does not believe it is necessary or appropriate 

to offset the Company's annual operating fuel expense for displacement of fossil fuel 

produced power. Therefore, the Comaission finds it is reasonable to utilize the 

Company's actual 1,1Z8 MW summer rating and 1,140 MW winter rating for fuel expense 

purposes. 

D. Forecasted Fuel 

A joint recommendation was submitted by Staff and Company which sets forth 

the incr .. ental portion of fuel expense to be included in the rates established in 

this case. As part of the revenue requirement allowed by the joint recomaendation, 

the Company is allowed an amount equal to the increased costs of coal and natural gas 

qu&Dtities required to generate electricity for the Company's Missouri retail u£e. 

!be portion of rates which is based upon the additional revenue requirement associ­

ated with forecasted increases in the prices of coal and 1•• (unless it was excluded 

... er perasraph 2 of the joint recom.endation) will be subject to true-up (rate 

r.._ction) &ad ref~. Staff believes that these pro9is1ons adequately protect the 

ra~~ .. 

ru•u.~ CmmHl opposes tbe joint rec~aUon &ad beU.eve1 the Co.issiot~ 

~ld .._, __, :1~._..~ to cbs C~aay'e fuel ~eDse which 11 related tc 
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of several factors affecttD& those r.ates; i.e.: fuel coats. 

The rurpoee of allowiq forecasted fuel prices is to &iva the Colllpay the 

opportunity to recover additional fuel costa incurred by it to senerate electricity 

to its retail customers. The C0111111i.saion finds the allowance of forecasted fuel is a 

extraordinary remedy for highly inflatioDary tiB*a which protects the Company froa 

paying costs which are beyond its control. 

The Commission finds that low inflation rates and stabilizing fuel prices 

indicate there is no need for forecasted fuel in the instant case. The Co.aission 

believes that fuel prices at this time are equally as likely to decrease as increase. 

Staff witness Watkins agreed that with stabilizing fuel costs, the forecasted fuel 

procedure loses some of its value once a certain point is reached. 

The Commission finds there is no imminent threat of increased fuel prices 

in today's market. The Commission notes the amount of fuel forecasted for Company 

this year is smaller than both the amount refunded last year and th~ amount fore­

casted last ye&r. Although the decrease in the amount of fuel forecasted is due only 

in part to fuel expense, the Commission finds it to be an indication of the overall 

trend in fuel prices. 

The Commission does not mean to infer by this decision that it will abandon 

forecasted fuel as a matter of regulatory policy. The Commiuion finds a fuel fore­

caat :le ~cessa%'1 based upon the facts of this case. 

Altbouah Public Counsel's recommendation presupposes s true-up proceediftl, 

-' ~ is to be 11M i~ the 1~stant case, the C011111tseicm beUnee it is nill un 

tt•~-1~la to cna:ldar laet ~ and Manra•te fuel apeneee Cha 1t 111t to fo~ecast 

• 
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Two varytq appro&cHs were ued by Staff did ~ h llleteniniac tbe 

unit availabilities anlll heat rates to be usalll in lllavelopina fuel expen&e. Staff, 

which has traditionally utilized historical averages, used the C~y's System Power 

Operations Functional Plan (Functional Plan) as the basis for its calculation. For 

its Case A, Staff used the 1984 Functional Plan. For its Cases B and C, Staff used 

the 198S/1986 Functional Plan. The Functional Plan is a supporting tool for the 

budgets developed by KCPL. As it relates to fuel eXpense, it sets goals or targets 

for availability in the operation of its generating units. KCPL performed an 

analysis of what the units had experienced and identified areas of improvement to 

arrive at the availability percentages listed in the Functional Plan. The improve­

ments KCPL identified are associated with a normal amount of dollar expenditures. 

Staff maintains the Functional Plan sets realistic goals and more closely res..Olea 

what the units will prcduce in the period covered than do historical averages. Staff 

asserts that use of the Functional Plan will allow ratepayers the benefits of the 

increased availabilities and heat rates they are paying for now, rather than after 

the next rate case. 

The Company utilized historical averages of unit availabilities and heat 

rates. as has been the Commission's practice in the Company's last four rate cases. 

The Coap~y disasrees with Staff's contention that the FUnctional Plan more accurate­

ly predicts tbe actual unit a.ailabilities and heat rates that will be achieved. The 

~~ conteads the JUnctiooal Pl~ repretents soala to be strived for, not necee­

~t Will be attained. ICPL ~~&intaina Staff's ruson for ut111z1nc the 

is the l~r fuel ~-~~ ~e~Ultinc fro~~ ite use. 
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There was not enouah Pidence of tha Functional Pla' s auperiority o-qr the 11M of 

historical averages, and the Commission finds it is best to take the acre c.aerva-

tive approach by using historical averages. 

The Staff has, in the past, espoused the value of historical averases in 

determining unit availabilities and heat rates, in spite of the fact tbe Functional 

Plan has been available for several years. Although contending that the Functional 

Plan data is better in this instance, Staff has asserted its use in this case rshould 

in no way signal to either the Company or the Comaission ~hat the Staff will utilize 

the results of the functional plan in future cases." The Commission is of the 

opinion that if the Staff is so uncertain of its .ethod that it feels it must dis-

claim its future use, it probably should not be relied upon in this case. 

F. Oil Burn 
.. 

!n determ1ning the level of aas and oil burn at the Company's plants, Staff 

utilized historical averages of various durations. Staff projected an oil burn level 

of approximately 25,106 barrels at the Northeast combustion turbines (co.bustion 

turbines). The Company used historical averages at all plants except LaCygne 1, 

MOntroae and its Northeast Station combustion turbines. Oil burn was estimated at 

thoae thne wits to reflect the ll.nticipated chanse in their status when Wolf Creek 

~~s c~rcial. The oil burn level at the combustion turbines ia estimated by 

~ay to h 101 ,000 banda. 
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Staff ~aiu U4:1t:1ad oil ue ia -..c~ .. It :11 Staff'• po4it:1M 

that because of acen ban loecl capad.ey uailule fNm exia~iq uaiu, lntbom 5 

plus the availability of power fNm the interchauae .arbt ahoulc! be adequate backup 

in the event Yolf Creek is forced off line. 

The Company believes Staff's position is unrealistic and faults the Staff 

for using varying lengths of historical periods to develop its data. Under the North 

American Electric Reliability Council Control Performance Criteria, Yolf Creek power 

must be replaced within ten minutes after being forced off line. At that point, the 

Company proposes to utilize its combustion turbines, which start up quickly, to 

replace the lost energy until other units could b~ started. It takes eight to twelve 

hours to start and synchronize Havthorn 5 if it is off line, and two to three hours 

to bring it to full load. 

Interchange sales are not a good backup source, according to the Coapany, 

because it will b• difficult to immediately replace the tremendous loss of power from 

Wolf Creek with market purchases. The Company maintains that other utilities are 

optimizing the commitment of their units and carrying less aurplus generation on line 

for reserve. This occurrence makes the market ext1·emely competitive. Even if it 

could teaporarily replace the lost power on the interchange market, the Company 

coutends such purchases would be more expensive than the use of its own combustion 

turbinea. 

Since the hearina, the Commiasion has received Late-filed !7.h1b1t No. 606, 

~ich 18 the up4ate to the Post-Volt Creek O,eratina Study. Th• alterations &ada to 

the ,r~1~ '!aft tncl~e .akina lawtboru ' available all mouth1 of the year. Tbi1 

I:Ufere che ,rm•s ,tau, Rieth operated Iathon on • tuaonal nt availabb 
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seneratiu& sales of its ~ emeru :Ia th ~antanaa ~t. 1lha ee .._, tlae 

Company states that '"[a]lthoup ttaere ~natly ~u -.1• eepedty ~the 

Midwut which is expected to be &Tailable throuah the 1980's, ltCPL appeara to be 1a a 

favorable position in this 'buyers' market." 

Wolf Creek is a very expensive plant, but one that has the benefit of 

SNUPPS "stete of the art" design and technology. It is only reasonable to as~RJ~te it 

will operate properly and efficiently. The Commission believes that if Wolf Creek is 

forced off line, it will not remain off line for any appreciable length of time. 

Looked at from that perspective, the Commission determines additional oil for the 

combustion turbines is unnecessary. Having Wolf Creek on line creates excess 

capacity in the Company's system. It is stmply not reason5ble to add additional fuel 

expense to provide backup support for Wolf Creek. The Commission finds that year­

round availability of Hawthorn S and the existence of ample capacity in the inter­

chanse market will be sufficiant backup in the event Wolf Creek is forced off line. 

Between the two, the Commission believes the lost power can be replaced in adequate 

time. 

Althoush Staff's method of utili~ins varyins lensths of historical periods 

appears inconsistent, the Commission determines that no berm to tne Company has been 

eviGenced and finds that the historical data is still more reasonable than the 

projected estimate of the Compan,. Use of historical data is coaaistent with the 

type of &cudy done by the Company and adopted by the Commission in Section V.i. 

~ .. 

• 
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UsiD& a resression technique which considered load, aeueratiou capacity 

available and historical sales, the Ca.pany deterainad a level of 1Dterchanae trans­

actions. The Company priced interchange sales usin& normalized 1984 fuel coats aad 

1984 average markup. This resulted in a fuel expena• component of $14.35 per mega­

watt hour and a markup component of $3.52 per megawatt hour. 

For its Cases A and B, Staff utilized the 1984 level of kilowatt hours. 

The prices of the Cases A and B interchange sales come from calendar year 1984. For 

Case C the dollar level remains the same. Staff further based its analysis on 

assumptions regarding Company's future performance in the interchange market. No 

historical analysis was performed due to the Company's change in October 1983 from 

pricing interchange sales on a price-based average heat rate to an increaental heat 

rate price. That change in pricin& tends to decrease the cost to generate inter­

chan&• sales and would not properly reflect any increased sales voluae anticipated. 

Staff submits that Company should be able to achieve $21,845,485 in inter­

ctanae sales. Of that amount, $14,488,000 will be attributable to fuel expense. 

'rUt results in an approx:f.ute S7 .4 million markup or profit. This compares to the 

Coapamy's proposed markup of approximately $4.2 million. Por comparative purposes, 

lUff's Mrkup may 1HI cU.vided by its Case A level of salea, which vu alao uud in 

C.. C, co real< in e marbp of approximately $6.16 per usavact hour. The c_.. 

n&'I'Dp of U. '·5 pe~ us-•tt hour is cm1y 60 perc:ect of tMt ree~ed 
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the addition of Wolf Creek will decreaee the coat of fuel farther. This 1s true eveu 

though the Company's updated Post-Wolf Creek Opere:ing Study states that the Company 

will be in a favorable position to sell interchange power. The feet reaains that the 

interchange market is e highly competitive buyer's market. Price is not the only 

consideration. Even Staff was ~certain from whence the Company would derive its 

additional revenue increase, i.e., sales or markup. Staff merely felt certain that 

such a level would be attained. 

The Company's figures may be slightly low, sin~e its projected .. rkup is 

less than that attained in 1984. This is presumably due to its partial reliance on 

average pricing data. However, the Commission believes it is better to be conserva­

tive in this instance than to be excessive. Therefore, the Commission is adopting 

the Company's position. 

H. Rogers Count7 Min• Closina 

KCPL prematurely terminated the contract it bed with Peabody Coal Company 

(Peabody) for coal from its Rogers County Mine on December 31, 1984. Tbe contract 

would have expired by its own terms in 1996. Due to this early termination, KCPL 

must pay Roaers County Mine closing costs of approximately $8.7 million as they are 

:bcun:ed. 

la July 1984 the Compeay requested bids from various coal companiea to 

replaee tbe tmmase it would lose as a re.-lt of the early terminet:f.cm of it& coal 

elntrsct. 'l"ltnty•BM'tm cO!Ipaies reepncled. Tbe lowest bid ns s:iven by Peabody for 

:U.• ~lle HiDe- De cntract was for tbe Nile tonnese voluu, OOYered tbe ... 

• • 
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the original coutract • aM therefore propon11 to amort1.ae the closial cost11 over tbJI 

life of the replacement contract. 

The Compauy aaintaina the transactions are unrelated and propose• to 

expense thea as they are incurred. Company had a choice of payina u the coats were 

incurred or paying thea over a ten-year period with interest. The Company chose the 

former option. Though informed of both options, Staff did not assert a preference. 

Approximately $7.9 million has already been paid. Should the Commission adopt 

Staff's approach, the Company requests that the unamortized portion be placed into 

rate base. 

The early termination of the original coal contract created an unuaual and 

nonrecurring expense. The Commission believes the appropriate ratemaking treatment 

of such an expens• is amortization. If the entire amount of the closing costs was 

placed into aDDUal expenee, the Company would significantly overrecover its costs 

since the COICiission is utilizing a phase-in peri~d. The Commission is of the 

opinion amortization will not allow overrecovery, but will pemit the Company cOli­

plate recovery. 

The relationship between the two contracts is not the deteraining factor. 

The oriainal contract would have extended throu1h 1996 and it is only reasonable that 

th coat~~ aasociate4 with its early tenlination be recovered over that period of 

cille~ :fa rri4~e wu pt fonb to npport rate base inclusion of the unaort1nd 

of th costa .-. th C..tasion deteftlinss it ia insppropdaca to do so. 
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posse. 

Since the trutant of Bnthon lh:dts 1 t~ 4 for aeenti.tatioe 

purposes is an excess capacity adjut.ent, the CO!IIIIIdaaion does not anticipate that 

the units will be operational. Therefore. it is not necessary to reflect Hawthorn 

Uuits 1 through 4 in fuel expense. 

VI. Allocations 

A. General Plwt 

Staff's allocation factor used for general plant is derived by s•mefng the 

production, transmission and distribution plant totals for both Missouri 

jurl.sdictional and adjusted base plant. The Missouri jurisdictional sum is divided 

by the adjusted base sum to arrive at the general plant allocation factor. The 

Ca.pauy allocates general plant based on an analysis of the function and location of 

the equipment in each account. 

Staff's method bas been used in previous rate cases for this Company. The 

Ca.pany has failed to present any convincing argument in favor of a departure from 

Staff's seneral plant allocation methodology. Accordingly, the Co.ission deter!V.nes 

that Staff's allocation methodology should be adopted for purposes of this case. 

1. Materials aDd Supplies 

The Company uses the production plant allocator of 65.59 percent to 

allocne uteri&ls aDd supplies between jurisdictions. Staff proposes a factor of 

51.U f*I'C:Ht. 

'I'M Compauy ccmtlm4s that Staff' 1 allocation is :l.llproper a:I.Dee it does oot 

HM'Un tha C.,auy's frODt aDd :Knche1ter warehouse. 
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Since the Front and Mancheater ceotral varebouae materiala and supplies 

will be sent to the service centers, Staff's Mthoci does ind:lnctly coaaicier the 

Front and Manchester inventory. 

The Front and Manchester inventory of ~terials and supplies is also used 

to supply field crews workin& in Missouri and Kansaa. The Commission is persuaded 

that materials and supplies are not tied to production plant operation. 52.44 

percent of the Company's nonp:roduction CWIP is located in Missouri. n-.ese facts, 

along with the fact that sales in Kansas are growing faster than in Missouri, 

supports Staff's allocation as more reasonable than Company's. 

Based on the foregoing, the Commission finds that Staff's materials and 

supplies allocation factor is reasonable and proper and should be adopted. 

c. Grand Avenue Station 

ICPL propoaes to retire in place electric generating facilities at Grand 

Avettue Station, but continue to serve its steam customers with steam from the Grand 

Avenue Station. The Ca.pany propoaes to operate Grand Avenue Station through 1990 

and intends to develop a five-year plan to addresa the needs of the Company's steaa 

customers. 

Jacuon COUDty and the Federal Reserve Ba!W. oppose any chana• in 

.c..-/elactric allocatioaa 1a this caae and request the Comaission to inetitute a 

s~al ~eatiS&tiOD conce~ns the future of ateaa 1srvice. 

The Staff 4oea act ~ the retir...at of electric faciliti~a at Grand 

1Jvt is cumcua4 a'-t the appropr:iatnes• of the Ca,auy' s prorr• 

=• ~~~'•ltl M4 ... ate electric Nilan ou ate• nat011ft'8' pra:tsas. 



the retirement of Grand A•euue Statioa from electric -~=•• ueceaitates tbe 

allocation of 100 percent of Grand A'Veuue Station to steaa caatoaers. 

In the Company's last rate case, Re: lanaas City Power & Lilht C~, 

26 Mo. P.S.C (N.S.) 104 (1983), the Commission addressed the issue of electric aDd 

steem allocations of the Grand Avenue plant. The Staff had proposed that 70.29 

percent of Grand Avenue Station be allocated to steam operations. The Commission 

rejected Staff's proposal and retained the existing allocation of 30.1 percent to 

steam service and 69.9 percent to electric service. In rejecting Staff's proposal 

the Commission recognized that Grand Avenue Station was used to generate 40 .egawatts 

of electric service during two time periods and was used to furnish power to the 

downtown area when a transformer was lost from the system. As a further basis for 

rejecting Staff's proposal the Commission stated: 

Any change in allocation would temporarily reault in the Company not 
receiving recoJDition for 100 percent of its plant. This fact is 
partly compounded by the Company's filing separate rate cases for 
electric and steaa rates. In ito next ease the Company should file 
simultaneous revised tariffs for both elect-4~ and steaa service. 

ln its next case the Company should also submit its schedule for 
phasing tbe Grand Avenue Station out of electric service and phasing 
the allocation of the Grand Avenue Station to 100 parent steaa 
Hrvice. Jack.an Cowty and Eanaaa City steaa customers should be 
.a4e aware by Company of this schedule at the earliest possible date 
1a order that they uy have the opportunity to gauae the iapaet on 
tbeir butiq costs and take appropriate actin. leu as Ci 
lmr g1 \!lt!t eo., 26 Mo. r.s.c. (J.s.) 104, 138 

'!be ~ bad plaud to retire Grand Avenue Station hit 7 fr• electric 

~e is ltl!, and hit t 1a ltto. ft:l.e wes tbe Collpany'e pla ae bte ae 
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Grand Av ... would ut be eeMDtUl to BYSt• operatins after dM Mclitioll of V.lf 

Creek; (2) trauaissin aa4 diatrilmtin iaprov ... ts cnlcl npl.ace tM 4owtova 

r:;a.i:;wd:: support for Grand Avenue; {3) retireunt of Grad Avenue froa electric: 

service would reduce O&H expeDSes and fuel expenses estimated at $1.4 millin 

unually; {4) the improved fuel mix due to addition of Com Products Corporatin 

{CPC) to the steam load and a new we-year coal contract would result in estiDated 

fuel cost reductions to steaa customers of $3 million. 

Based upon the above considerations, KCPL's System Expansion Alternatives 

Committee {SEAC) concluded that a 40 MVA 161/13 KV transforaer should be installed at 

Grand Avenue West Substation by June, 1985, to transfer the downtown network support 

from Gragd Avenue and upon commercial operation of Wolf Creek the electric facility 

at Grand Avenue should be retired. 

Jackson County argues that the Company has shown no justification for 

retiring Grand Avenue from electric service and bas ignored the Comaission's order to 

phase the station out of electric service. Jackson County further contends that by 

retirin1 Grand Avenue from electric service KCPL is assuring the abandonment of steaa 

Hniee. 

With respect to the allocation question, the Commission must reject Jacksoa 

Couaty's ar~ats. KCPL steam users have been on notice since 1977 that Grand 

.tW'-. Statin wuld be phaMd out of electric service. In the Ccmpany' s 1977 

,_..al rate eaa, tiM ~•sin accepted the Ccmpaft1' e allocation uthod 

r•~ .. aillill& thet :ia tM f•tue GraDd Aveae wuld be uaed exdudvely for tbe 

of nua beat:. to tbac ~••• both t:h«a aua :lourvaun, the ecmp .. oy ad 

,., atua ra.,_.:i,ility for GraDd A•ene et .2 penat io 1911. 
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will 'be uHCJ aelwti-nl~ for etMil.. 'ftle CII!UUUtia of 0. ..,. tl' rf-. wUl 

provide aore nl:la'ble 'bacbp eenica tot~.._ .. loop dDca pwer u ~le 

instantaneously ad can 'be eupplied fraa ay plat. lipdficait O&K aavlap 

associated with the addition of the new trensforaer aDd the retir...at of Graad 

Avenue Station froa eler;tric service will occur. Althoqh, the accretitation of 

Grand Avenue to electric service did enable the Ca.pany to avoid MoKan peaalties in 

1983, the Commission is·persuaded that the accreditation of Grand Avenue for electric 

operations would not have been required if Hawthorn 3 and 4 had remataed accredited. 

The Commission determines that the retention of the current allocation is 

clearly inappropriate. The current allocation does not reflect the additicn .. ~ CPC 

as a large industrial ste&111 user. In 1984 CPC more than doubled KcPL's stea 

revenues. Although CPC sold its plant to National Starch effective Jaauary, 1986, 

KCPL has negotiated a new agreement with National Starch. KCPL expects the National 

Starch steam usage to be l~er than that of CPC. Nevertheless, National Starch's 

usage is not reflected in the current allocation. 

A gradual ph,\se out uy have been appropriate if steam users were 

experiencing rate increaees on an annual basis as has been the experience with 

electric users. The Commission notes that the last tariff increase for st ... service 

'beca.e effective June 4, 1982, in Case No. HR-82-67, Re: Kansas City Power & L;&ht 

Cftr!&• 'l"bua, KCPL's s:eam users have not experienced incrouect rates in al.lloet 

four y..rs. In actditioft, the Ca.pauy hal committed not to increa•• st ... rata• prior 

to 1917. but t~reafter ,, ... rates uy be filect. 

In ltlbt of the fact that Gr&D4 AveDUe is not needed for eeono.ic or 

ji••B""JL"""''Y , ..... , chat st ... uM-rs bave been on DOU.cte of the futul'e 100 pucenc 

•"''~-'~flm of OT_. ~~venue co ••• H'M.ee a:I.Dct41 1971J that st ... uer• 1Nrre ba4 DO 

• 
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it would be illpro,.r .U ~~le to ~cause to &UOQte ~ &..-. =eta te 

electric service. 

2. Steaa Service 

The CORpany has notified its steea customers that continaent upon a 

five-year interruptible steam heat agreement with National Starch, the Company is 

committed to operate the Grand Avenue steam facility through 1990. 

KCPL has begun a test project where the Company will install and own 

electric boilers as a substitute steam source on the premises of certain steaa heat. 

customers. The Company will continue to provide steam heat at the applicable steam 

heat rate for such custoaers. The Company intends to use the results of this test 

project to develop a five-year program to convert the steam heat load to on-site 

production. 

The Company intends to develop a tentative !ive-year conversion plan to 

eliminate its low pressure steam distribution system through the use of on-site 

electric boilers and minimize its high pressure steam distribution systea through a 

central electrode boiler, by on site installation or various combinations with 

electric operation. The Company intends to present the tentative plan to its steam 

heat customers in March, 1986, for their review and comment. 

The evidence in this record sugsests that KCPL is seriously considerins 

abaadonins ateaa service after 1990. 

&e pointed wt by Jackson County, UL Gas Service, and Staff, the Company' • 

~ite electric boiler teat prosraa raises questions resard1ns possible fl) 

x!!Jll!AI!'&:Ilc:.a of tM COII!duin' a pr011110tional practicae lula 4 CSI 240 .. 14; (2) whetbu 

~~ ~~~-~ ie electri~ ratbeT tbaa steam .. rvice; (3) and whether Orand Avenue 
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the required rate of nhft lEder tJN PZOir&IL 

In additioa" Staff nccrrMDdfJ that 1f electric MUera an RcMrinrll 

Company should install meters at each oa-site electric \oiler in order to deteraiae 

steam jurisdiction contribution to the electric deaaad allocator. 

Based upon th• above considerations. the Commiasion find1 that a docket 

should be opened for the purpose of investigating the future of steaa service, the 

appropriateness of the on-site boiler program and the proper pricing of steaa 

service. 

Based upon KCPL's commitment to no increase in steam rates prior to 1987, 

the Commission determines that the Company shall not file steam tariffs until 1987. 

The Commission finds that meters shall be installed on all on-site boilers 

under the Company's test program as recommended by the Staff. 

With respect to the question as to whether the Company should cease its 

on-site boiler program, the Commission determines that the Company ahould t.poae a 

moratorium until the issue can be addressed in the investigatory docket. 

Since the steam docket will sddreas the pricina of steam service, the 

Commission notes that depending on the status of the Company's steam plant and steam 

service, the Commission is not committed to a 100 percent allocation of embedded 

plant to steam service. The Commission is willins to explore alternate pricinS 

stratesies. 

lased on the foresoins, the Commission determine& that KCPL ahall file ite 

steam senice pla on or before May 1, 1986, in »ocket lo. IG-86-139 • 

• 
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plallt, wldch 18 $1,126.914,700 aeluhs hl.f en.&. Wbl tM ~rtate ori&tul 

cost of the Missouri jviadictioul portia of Kat.' s hves~t ia Wolf CnH of 

$798,846,000 results in a fair value rate base of $1.925,760.700. 

VIII. Revenue Requirement 

Based on the findings and conclusions herein, KCPL's total revenue 

requirement is approximately $437,980,083, requiring increased revenues of 

approximately $78,245,000 which will be phased into rates according to the phase-in 

plan adopted herein. The cumulative increased revenues including carrying charges at 

the end of the 7-year phase-in period is $120,115,000. 

IX. Phase-in Proposals 

KCPL proposes a four-year phase-in of the Wolf Creek revenue requirement. 

The annual percentage increases would be as follows: first year, 26 percent; second 

year, 14 percent; third year, 8 percent; fourth year, 5.4 percent; fifth year, no 

increase or decrease. The phase-in is designed to recover Company's proposed 52 

percent revenue increase plus the carrying costa on the deferred revenue requirement 

over a five-year period. 

Under the Company's proposal, the phase-in rate increases would be 

accomplished by separate rate schedules setting forth the annual rates with the 

tiains of each increase in rates under the phase-in identified in the schedules. 

lach increase would automatically take effect when indicated in each rate schedule. 

A8 part of ita phase-in proposal, KCPL committed to a moratorium on filing 

for rate increases to be effective for a four-year period, assumins the C~ssion 

incla4es a total t~eet .. nt in Wolf Creek rate base on a c~l1 basis followina 

ice ~~cial operetion. 
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Wolf Cl'nk. 

the total equity ntun oa Wolf en.k 1a ftfei'TM ~ Reelenttas ~Mala fOl" 

amortization of the defened ineaae taxee. VD4er Suff' a pl'opoa&l tiM ~ coats 

related to the defenal of the equity return on Volf Creek are calculated at tlM 

return on equity. Staff takes no position as to whether deferred earDiDI• auc! 

carrying coeta should be placed into rate base or expensed over a specified period. 

Staff proposes that the length of the phase-in period not be determined in 

this case. Instead, the percentage of Wolf Creek deferred equity return and carrying 

costs included in each year should be determined on an annual basis. Annual phase-in 

adjustments would depend on the actual growth in KCPL's peak demand and additional 

Wolf Creek capacity re~uired to meet the Company's levelized reserve margin. 

Staff's proposal does not recognize the 5.5 percent of the plant 

representing the difference beeveea a 47 and a 41.5 percent ownership interest in 

Wolf Creek. The difference between a 47 and a 41.5 percent ownership interest UDder 

Staff's proposal is treated as the last portion of the plant's revenue requirement to 

be phased into rates. 

Staff's phase-in proposal recommends that operational aavtaaa as1ociated 

with Wolf Creek capacity in excess of the levelized reserve marsin 1hould be used to 

offset the carryins coats related to the deferrals. The source of the operational 

_..inss is KCPL's lons-ranae operatiD.J 1tudy. 

Public Counsel proposes that any phase-in adopted by the CO!IIIission 1hould 

be 1taited to an inereaae iu rates in auy one year to no more thaD 15 percent. 

~~DI the ~asion'a acceptauce of Public Counsel's issues resardiaJ ~ru4ence 

ad s~e ueees capadty, hb1:1c Counsel proposes a U percent iRcnaa• in tu 

1:11'- yNI' .. a 10 ,.r~nt iuraaes :f.o tM second yeer. 

• • 
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DOE propoMa that profita froa off ayat• alee above !tCPL' a adjuated test 

year levels be uaed prospectively as a reduction to deferrals associated with any 

possible phase-in plan adopted in this proceeding. 

Industrial Intervenors. Monsanto. et al. • rec0111111end that the five-year 

phase-in proposed by KCPL be lengthened to a fixed period of 20 years so that cnnual 

increases would be as follows: year one. 12 percent; years two through five, 8 

percent; years six and seven. 5 percent; years eight through ten. 6 percent; years 

eleven through twenty • no increase. 

To the extent revenue levels are determined to decrease without Wolf Creek, 

Industrial Intervenors recommend that the reduced rates should be the starting point 

for any Wolf Creek phase-in. 

The Industrials recommend that rate increases should not be automatic andf 

therefore, the phase-in plan would provide for a review of cost of service every two 

years. Finally, Industrials reca.mend that the deferred revenues be .easured by 

ICPL's overall rate of return rather than by its cost of equity. 

The City of Kanaas City takes the position that in order to avoid an 

Adverse econo.ic impact on the citizens of Kansas City in terms of jobs and real 

disposal income, a longer phase-in than that recommended by Company is appropriate. 

The State of Missoari recommends a six-year phase-in comprised of a 12 

puaac Unr yur increase, a 8 percent second yeu :f.ncnaae, and equal percenta111 

ilcreeaes for t~e r ... ia:f.Dg years eo long ae noDe of the increases exceed 8 perce~t. 



'I'M ~- Me eanfally fttd_. tM evU.. and tM us nata 

respecting the varlns phue-in propoab ad finds dlat a ~in plan aHU M 

adopted as followe: 

1. 

? -· 

3. 

4. 

5. 

6. 

The phase-in shall be over a period of seven years. 

The increase in year one shall be 7 percent followed by an 
increase of 5 percent in year two. The increases in years 
three, four, five, six and seven shall be 3.4S percent. 

The phase-in shall be accomplished UDder Staff's general 
phase-in approach as shown in Exhibit 625, pages 15 and 16, 
Appendix GTA-PISC7.7. 

The carrying costs on the deferred revenues under the 
phase-in plan shall be calculated at the overall rate 
of return. 

All def~rrals and carrying costs shall 'be expensed over 
the phase-in period. 

Tariff sheets implementing the phase-in will automatically 
take effect in succeeding years unless suspended by the Com­
mission for good cause shown. 

The Commission believes that a fixed phase-in is appropriate to give 

assurance to the financial community that the deferrals and carrying costs associated 

with the phase-in plan will be recovered in the future years of the phase-in. A 

fixed phase-in also allows ratepayers to plan their budgets and consu.ption patterns 

based upon a reasonable projection of fu~l increases over the pbaae-in period. 

fiftally, the Commission believes that the Company will have an incentive based upon 

tbe fixed phase•in to postpone rate requests. 

lav1n& determined the appropriate Wolf Creek investment for ratemakiua 

~-· and havin& adjusud for acess capacity on the Cnpauy's ayst•, tha 

~asia baa uU.liasd lUff's phsae-in aodd w1th cutaiD aodif:lcationa. ID 

i8Dftsl. tha c-:taion '•U.evea that Jtaff ritneN hoetor' a leveliae4 reaene 

-- ie a .,,n,nate cG'H.,t to h ut:Uiaed for ths phaN-:1& of Wolf Creek • 

• 
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reserve •rain. the levelized nurve •rain 1a the point at wida the reserve •rai• 
is equal to the lema-run average reserve and the uc:1lity is neither short nor loa& oc 

reserve capacity. 

Given the accredited capacity for each unit, the peak load forecast, the 

minimum r~serve margin, the phase-1~ model calculates that portion of Wolf Creek 

which is needed to meet the levelized reserve margin. 

Staff's proposed phase-in assumed a first year decrease associated with the 

non-Wolf Creek revenue requirement decrease calculated in Staff's Case B. The Case B 

decrease affects the phase-in of Wolf Creek since the phase-in model incorporates the 

price elasticities contained in the Company's peak load forecast. Therefore, 

assuming a first year decrease, results in Wolf Creek being needed earlier than would 

be the case if a first-year increase wer~ assumed of approximately 16.2 percent. 

Although Case B does justify a non-Wolf Creek revenue decrease, the 

Cosmission believes a first-year decrease followed by a Wolf Creek related increase 

results in a poor price signal for electricity users. Thus, the Commission 

deteraines that the Case B revenue decrease should be offset against the Wolf Creek 

revenue increase and the net amount should be phased into rates. 

Rettins the Case B decrease against the Wolf Creek related increase and 

utilizins Staff's phase-in model, assumins the accreditation, and reserve aarsin 

fwud ru.uble 1D this caae results in a six-year or a •nen-year phase-in. The 

~.Y••r ph•es-in ~·a 4.11 percsnt increau in the first year followed by a 5.66 

iD«<'Jiaali in ea~h succeedinl year. f'he enn-ye•r phaU-ift ~t:odUCU A 4.71 

insrelllll: in the fire~ year lind 11 4.1S perc11nt 1ncr•~•• 1u each 8U~cead1DI 
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assuming the 7 perceut fint yur iacn&aa fell~ 1,y a S perc•t a«oU yur 

increase with a 3.49 percent iucruse in each succaediD& year is appropriate. This 

phase-in plan would require a 12.43 percent reduction in the eichth year. 

In the Commission's opinion a 7 percent first year increase should uot 

result in an undue hardship to KCPL custo.ers. Greater increases in the first y~ars 

of the phase-in result in lower amounts of deferrals and a lower overall increase at 

the end of the phase-in period than would be the case under smaller percentage 

increases in the first years of the phase-in. 

The Commission determines that the carrying costs on the deferrals under 

the phase-in should be calculated at the overall rate of return rather than at the 

return on equity. The Comaission is persuaded by the Industrial Intervenors' 

argument that the deferred revenues should be financed with the same coabination of 

debt and equity used to finance all of KCPL's capital expenditures. Tbe Commission 

has determined the appropriate overall cost of capital in this ease is 11.75 percent. 

Therefore, the Commission finds that carrying costs of 11.75 percent vill produce a 

ju8t and reasonable adjuse.ent to reflect the fact that recovery of a part of the 

reveuue requirement found appropriate is deferred to future years. 

Finally, the eo.mission determines that it is appropriate to offset the 

carrytna costs related to the deferrals by the operatiDS aavinsa set forth in lCPL'a 

lona-r~e operatina •tndy. 

Tbe ~ contends t'Ut ita upcSated opuat:lua study nduces the projecte4 

M\fiqa. Is 84cUUn, tiN ~_, claiM t:hat tbs Mjod.t1 of tbt HViqs lwve 
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and app~tel7 $7 .. 7 .Ul~• ta aou-18or ariap. '1M C--iaei• uc:ae tnt dM 

Coapauy acceptecl DOE'a $6.1 .UU.oa adjua.u co tJle 1914 taet yur to reflect a 

future reduction in aou-labor non-fuel non-Wolf Creek seneratiq requireaents. Thws, 

the Company is unable to successfully araue that these saviqs are included in Caae B 

which is based on the 1984 test year. 

The Company contends that most of the labor savings have occurred since the 

actual manpower at year-end 1984 was at 1046 employees, where the operating plan 

projected a manpower level of 1042 employees. 

T. __ Commission determines that the Company has not shown that these labor 

savings will not occur. The ~ecord reflects that the Company consistently 

overbudgets labor O&M and that the Company contracted labor in 1984 to supplement the 

work force. 

Finally, the Comaission determines that DOE's proposal to use off-systea 

profits to reduce deferrals on a prospective basis should be rejected. Since the 

Commission has adopted a fixed phase-in such an adjustment would be impracticable. 

The Commission determines that the phase-in plan adopted herein meets the 

requirements of Missouri law set forth in Section 393.155, RSMo (Cum. Supp. 1984), 

which is set forth below: 

If, after hearing, the commission determine& that any electrical 
corporation ahould be allowed a total increase in revenue that is 
primarily due to an unueually larse increase in the corporation's 
rate baee, the commission, in its discretion, need not allow the 
full ..... , of such increase to take effect at one time, but may 
iust._. phase in such increaae over a reaaonable number of years. 
Aft1 such phase-in ahall allow the electrical corporation to 
recover tha rev-. which wuld have been allowed in the ab8ence 
of a pheee-in and ahall .eka a juat and reaaoaable adjuatment 
chareto to reflect the f ect thee ncovel')' of a part of nch 
~.,._ i• defaned co fua.n yean. Ia o~du co illpl~t the 
phue-:ia cha ~s•i• nay, in :1u 41•creua, spprO¥t~ c:adff 
n~l•• riU take effnt hon d• to time after the 
~~a...,. u ..,1'09. ~ 
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deterred r .. IIUI~ 

ptiue-f.a of $120. 

X. P:luKial lf!!E!tz 

Staff.~~~ l'Dlic Cnuel,. DOE ad t.M Ci~ of laiMii Ci~ prltl&ted 

testimony an&lydq the flaacial iap&ct oo the CllllfiDY of tu •u-tou pHH-h 

proposals. The Commission baa carefully considered these aualyses in arri~DI at its 

phase-in determination. 

Company witness Beaudoin analyzed Staff's then current pbaae-in propo~al 

which presumed an eight-year phase-in with no increase in the first year and 

increases in the succeeding years in the 6.5 percent range. The analysis shows funds 

generated internally in the amount of $45.1 million in 1986, increasing to $119.4 

million in 1990. Bond ~Qdenture coverage for 1986 is 2.0 increasing to 3.6 in 1990. 

Deferred charges as a percentage of earnings is 115 percent in 1986 decreasing to 50 

percent in 1990. Return on equity is 9 percent in 1986 decreasing to 6.9 percent in 

1990. 

Staff witness Skirpan developed estimates of the Company's financial 

condition under the following combinations of scenarios: 1) a 10 percent, 20 

percent, 30 percent and 70 percent permanent disallowance of Wolf Creek investaent; 

2) a phase-in based on ICPL's phase-in proposal and alternatively a phase-in shoving 

no increases throuch 1989; and 3) a write-off of the disallowed portion of Wolf 

Creek. 

Skirpan alao developed estimatea for ICPL over the 1985 to 1989 period on 

the bsai• of ltaff'a then current phase-in proposal assuainc 1) a per.anent Wolf 

Creek disall~e of approximately 14.6 percent of the coat of Wolf Creek aouaht to 

._ n~er_. in t'hh proc_..in&; 2) a ta,orary dieallnnce of 11.7 percent of Wolf 

Cr~ c._ca ~iaial the Scaff'a ownerehip ahara a4jua~t; l) a ~olf Creek 

r•enue ra•dHIMI'ftt 4ftr88ft of app~tely 16 percent; 4) a 9-year phaee-in of 



• 

uacler the sceurio u.-tac a lO percac d18811••••=- aM • 1acnue ~ ltl9 

and the eceurio as.-tn1 Staff's 9-year pUn-iii is 811C fonh below: 

F:fntii'W'ia] IDII:fcatum 30% ~in 30% Pl&e-In 30% Phl&e-lD :m 
1986 1986 1987 1981 l§is i9ii i9iJ 

~Talt Iatenat O:Mitage 
(Incl. AmJC & QIR) 2.261 2.051 2.8l 2.531 3.1S[ 2.921 3.14 3.34% 

Debtlavetage 63.8% 52.1% 61.8% 50.8% 63.6% 52.8% 61.3% 50.8% 

Net cash Flar/Capital 
Qltlays 50.22% 61.3% 39.2% 61.5% 27.0% 79.9% 23.1% 111.0E 

cash Flow Per Share $ 3.11 $ 5.48 $ 4.86 $ 5.55 $ 4.54 $ 5.92 $ 4.56 $ 6.86 

Net C8lh Flair Per Sbav:e $ 1.69 $ 2.C17 $ 1.21 $ 1.90 $ .71 $ 2.10 $ .61 $ 2.91 

Baclk Value Per Share $14.60 $27.48 $15.71 $27.46 $ 17.11 $27.44 $ 18.96 $ 27.63 

Company's analysis of Staff's phase-in proposal does not match revenues and 

expenses, since it assumes some Company proposed expenses in this rate case and 

Staff's revenues. Therefore, Company's analysis tends to understate interest 

eoverase and return on equity. 

Skirpan's analysis shows that a 30 percent disallowance coupled with no 

recovery through 1989, would not severely underaine ICCPL' s financial incesrity, if 

the Company were to write-off all permanent disallowances. The Com.ission cotes that 

lkirpaa's 30 percantoono recovery scenario soes well beyODd the phase-in adopted in 

lUff ritMss U.w tsstitisd that the urkat has alraacty accounted for Wolf 

CrN'i d:iHllftncs io elM 20 parent rosa. The diHllowance on Wolf Creek 



la 1M 1M ~--.. ~ ---11!11 1!11.-~.s 

~u fisadal natu IM'I b ttrn• b,. 

Thi• b H4:RM t'- P'••• 1'1 d111tail MnD 18 ~ 7MU 111 ~ rur IM'I the 9""!Mdlltr 

phaN-iD aaaml4 i'IIUff'B pU:fiiMl. la ..Ut:ta. * P'&ll 18 ~.& MntB 

renlte in lt'Uter CU~~~~Blative nte ~ b t:h:e fint tHee ,..n of~ 

phase-in; 7 pet'eent • .5 percat sad 3.4 pereent; coattut.& to a l percat l'HKtioa 

fo:lowed by two years of increases in the 6.9 percent rasse. The bilber iDere&eea 1a 

the early years of the phaae-in adopted herein will t.prove the Compauy's cash flow 

in the eat'ly years. 

The return on equity shown in Skirpan's analysis of Staff's 9-year phase-in 

is 10.2 percent rising to 13.3 percent by 1989. These figures are likely to be 

understated since investors are likely to take into account the Commission's 

permanent disallowance of Wolf Creek costs even though KCPL does not take a write-off 

of these amounts. 

The Commission determines that upon the implementation of the phase-in 

adopted herein, the Company will be able to improve its cash flow, and maintain 

adequate interest coverages. The return on equity level may be aomewhat reduced, but 

thia is a proper result of the Commission's findings regarding disallowances of 

imprudently incurred costs and excesa capacity. 

Baaed on the foregoing, the Commission determines that KCPL ahould be able 

to attract capital and preserve ita financial integrity during the phaae-in • 

• • 
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coacluioae: 

KnHe ctcy Power & LtPt ~ u a .. Uc •tilicy nbject to the 

jurlsclicticm of this Collllduiou purHUt to Chapters 386 ud 393, ISMo lt71. 

Kansas City Power & Light Company's tariffs. which are the subject matter 

of this proceeding, were suspended pursuant to authority vested in this Ccmmission by 

Section 393.150, RSMo 1978, and the burden of proof to show that the increased ratea 

are just and reasonable is upon KCPL. 

The Commission may consider all facts which in its judgment have any 

bearing upon the proper determination of the setting of fair and reasonable rates. 

The Commission may accept a stipulation and agreement in disposition of the 

issues of a rate proceeding when it appears that the proposed settlement is fair and 

equitable to all concerned. 

The Commission may allow a phase-in of an increase in revenue that is 

primarily due to an unusually large increase in a corporation's rate base. The 

Commission may in its discretion approve tariff schedules which will take effect froa 

time to time if the phase-in is approved. 

Based cm the revenue requirement found reasonable herein, the Ca.aission 

concludes that Kansas City Power & Light Company shall be allowed to file revised 

tariffs desianed to increase revenues exclusive of gross receipts and franchise taxes 

)y appr07.imately $78,245,000 on an annual bads. 

The proposed tariffs shall reflect a 7-year phase-in plan as establish1d in 

tM f:bdiqs a4 cumdusions herein, u ordered below. 

The tsrlffs auchor~ed herein shell reflect the rate desirn f~ 

r~le berets. 

O.J- l98S, J.Mkson Cwaty, Mis.Narl, f:Ued a uuon to diR111 Cue 

IMI t~ proposed tariffs f11e4 by 'CPL ou Jov~~~ 
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GeauatU. ~~r-'""'""·I!.~~>'W 

1985. aDd tM eaaa a ... ld ._ dt..Saasl. 

'!he Coaaiatou f:iDda tut tM p~opgad tariffs f:i~ u Cui h. 11-85-121 

were withdrawn em October 15. 198.5. 'l'bat cua wu di-.iaaecl em Jicno-.r 6, 191.5. aM. 

incorporated by reference into Case Bo. 10-8.5-18.5. Tbe Wolf Creek Generattaa 

Facility satisfied the in-service criteria of the Coaaission at 1:15 •·•· on 

September 3, 1985. Since the Wolf Creek Generettna Facility is fully operational and 

used for service, the Coaaission de8118 the motion of Jackson Couaty, Missouri, moot. 

The motion is therefore denied. 

It is, therefore, 

ORDERED: 1. That pursuant to the findings and conclusions in this Report 

and Order the proposed revised tariffs filed by Kansas City Power & Lisht Company of 

Kansas City~ Missouri, in this case be, end the same are, hereby disapproved and 

Kansas City Power & Light Company is authorized to file in lieu thereof, for approval 

of this Commission, tariffs designed to increase gross revenues exclusive of gross 

receipts and franchise taxes reflectins a one-ttme increase of approxtmately 

$78,245,000 on an annual basis. 

ORDERED: 2. That Kansas City Power & Light Company is directed to file 

tariffs reflecting the phase-in plan authorized herein which will become effective 

automatically in each year of the phase-in unless suspended by the Commisaion for 

1004 caaae shown or unless the Company filea tariffs requastins increased rates. 

Tbia results in a total increase of $120,115,000 over the phase-in period. 

O'DIII:.D: 3. '!hat tbe tariffs authorized herein shall reflect an increase 

of sppraz~tely a.vea peroeat (71) or $25,172,000 for 1986. 

OIDIII»= 4. '!hat the tariffa authorized herein ahall reflect cbe Tate 

,.rip f~ rMNM'Itle :in tM.• laport aDd Order. 
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Grier uaer 1M ftnt .,.er .t die P'•n ta dlolll McMil effect! ... f« ..ma 

reuerH oa _. after May s. 1H6 .. 

ODDD: 6. !'bat tile s~t tariffs appl"'ftd ta aceo~ witll tiM 

phase-fa pla eball becOM effective ia eecb nbftqueat year oa May S. the tariffs 

reflectina increases UDder the phase-in plan for years two throush sevea shall be 

filed on or before June 5, 1986. The automatic phase-in tariffs shall include a 

tariff for the eisbth year reflectins a 12.43 percent decrease. 

ORDERED: 7. That late-filed exhibits 606 through 626 described in 

Appendix C, attached hereto, be, and they are, hereby received; also, late-filed 

exhibits 604 and 139 are received. 

ORDERED: 8. Any objections not heretofore ruled upon or overruled or any 

outstanding motions are denied. 

ORDERED: 9. That on or before September 29, 1986, Kansas City Power & 

Light Company shall provide to the Staff and the Public Counsel an updated operating 

plan showing the actual operations of its units for the first twelve months after 

Wolf Creek is in service, and the Company's operating plan for the succeeding twelve 

IIODChs. 

ORDERED: 10. That Kansas City Power & Light Company shall maintain 

electronic dispatchers' loss. 

ORDERED: 11. 'l'hat Kansas City Power & Light Company sha.ll provide Staff 

with the information resardins Bechtel desisn deficiencies as set forth in this 

a.,ort And Order. 

OIDIIED: 12. That Kaa.as City Power & Lisht Company is hereby directed to 

~~11 with the ~saion's procedures for decommissionins as set forth herein. 

ODDD: u. Tltst Ka.as City Power & Li&hf CftPAny ehdl uintdn 1 u 

reN'f'fts b1' pr:fMr, plat accowt. 



No. R0-86-139. 

OIDZUD: 16. Tbat tH 1101:iem to diaias Can Ito. D-85-121 filed "Y 

Jackson County. Missouri. em JuDe 1, 1985, be, aud hereby is, denied. 

ORDERED: 17. Tbat this bport And Order shall beeo.e effective em the 

5th day of May, 1986. 

(S E A L) 

Steinmeier, Cbm., Musgrave, Mueller, 
Hendren and Fischer, cc., Concur and 
certify compliance with the provisions 
of Section 536.080, R.S.Mo. 1978. 

Dated at Jefferson City. Missouri, 
on this 23rd day of April, 1986. 

BY THE COMMISSION 

~: • .,,u.~4 
Harvey G. Hubbs 
Secretary 
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STATE OF MISSOURI 

OFFICE OF THE PUBLIC SERVICE COMMISSION 

I have compared the preceding copy with the original 

on file in this office and I do hereby certify the same to be 

a true copy therefrom and the whole thereof. 

WITNESS my hand and seal of the Public Service Commission, 

at Jefferson City, this 23rd day of April 1986. 

Harvey G. Hubbs 
Secretary 




