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REBUTTAL TESTIMONY 

OF 

JOHN P. WEISENSEE 

Case No. ER-2012-0174 

Q: Please state your name and business address. 1 

A: My name is John P. Weisensee.  My business address is 1200 Main Street, Kansas City, 2 

Missouri 64105. 3 

Q: Are you the same John P. Weisensee who pre-filed Direct Testimony in this matter? 4 

A: Yes, I am. 5 

Q: What is the purpose of your Rebuttal Testimony? 6 

A: The purpose of my testimony is to rebut certain Missouri Public Service Commission 7 

(“MPSC” or the “Commission”) Staff (“Staff”) witnesses and Midwest Industrial Energy 8 

Consumers/Midwest Energy Consumers Group (“MIEC/MECG’) witness Greg R. Meyer 9 

on the following issues: 10 

 Payroll; 11 

 Bad Debts; 12 

 Rate Case Expense; and 13 

 General Plant Reserve. 14 

Additionally, I will discuss certain clarifications necessary to Staff’s Revenue 15 

Requirement/Cost of Service report (“Staff Report”) and MIEC/MECG witness James 16 

Dauphinais’s Direct Testimony, and address Staff’s revised Accounting Schedules. 17 
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Q: Is there a central theme throughout your Rebuttal Testimony? 1 

A: Yes.  A recurring point I will make is that, in most instances, the most currently available 2 

costs should be used in determining annualizations/normalizations, in contrast to using 3 

prior period information.  Costs included in the revenue requirement should represent 4 

costs expected to be incurred when rates in this case go into effect, to minimize 5 

regulatory lag.  That is precisely why a test year is used in setting rates. 6 

Q: Please expand on regulatory lag. 7 

A: Historically, increases in a company’s rate base and expenses were at least partially offset 8 

by increased revenues in periods between rate cases.  If a company set rates at a certain 9 

level it was expected that the company would be able to manage the increase in costs 10 

between rate cases with growth in revenues in order to recover through rates at an 11 

appropriate level to ensure an adequate return.  Given the current economic situation and 12 

the flat and even declining revenue growth rate, there is very little room to cover 13 

increases in costs.  As a result, Kansas City Power & Light Company (“KCP&L” or the 14 

“Company”) has been and is expected in at least the short term to incur negative 15 

regulatory lag.  Company witness Darrin R. Ives discusses regulatory lag in his Rebuttal 16 

Testimony. 17 

Q: Are there exceptions to this general rule? 18 

A: Yes, an exception to this rule could occur when costs are volatile from year-to-year, with 19 

no discernable trend.  In that case, such as Staff’s proposed maintenance adjustments in 20 

this case, a multi-year average may be appropriate. 21 
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PAYROLL 1 

Q: Please discuss the Payroll issue. 2 

A: The Company, Staff and Mr. Meyer each proposed a different method to annualize 3 

KCP&L, non-Wolf Creek overtime in this case.  KCP&L proposed a 2.75-year average, 4 

January 2009-September 2011 (end of test year in this case), indexing prior years to 2011 5 

dollars and removing the 2011 Missouri River flooding (“Flood”) impact.  The Company 6 

will update this to a three-year average (2009-2011) during the True-Up.  Staff proposed 7 

a four-year average, 2008-2011, with a Flood adjustment but no indexing.  Mr. Meyer 8 

proposed using the twelve months ended May 31, 2012, with no adjustments. 9 

Q: You stated earlier in your testimony that, in general, annualizations/normalizations 10 

should be based on current information.  If that is the case, shouldn’t Mr. Meyer’s 11 

proposal be accepted in this case? 12 

A: Two factors should always be considered:  (1) Is there significant volatility in the 13 

historical numbers, (which would support multi-year averaging) and (2) Is there a 14 

discernable trend (which would support using current information)?  As can be seen from 15 

the following table, overtime varies from year-to-year, with no discernible trend 16 

(amounts are total KCP&L excluding Wolf Creek, not Missouri jurisdictional): 17 

2007 $18,819,425

2008 $22,309,539

2009 $20,039,462

2010 $22,406,175

2011 (12 months ended 9/30), excl. Flood $21,072,849

Therefore, some type of multi-year averaging should be utilized in this case. 18 
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Q: Why do you believe a 2.75-year average (three-year average at True-Up) would be 1 

more appropriate than the four-year average recommended by Staff? 2 

A: The Company’s proposal is a nice “middle ground” between that of the Staff and Mr. 3 

Meyer.  It allows for a degree of multi-year averaging, to minimize the volatility, but still 4 

reflect more current costs than proposed by Staff. 5 

Q: If Staff’s proposal is accepted by this Commission, should the years prior to 2011 be 6 

indexed for salary and wage escalation, and if so at what escalation rate? 7 

A: Yes, any multi-year averaging should entail indexing; otherwise, the average is not an 8 

“apples-to-apples” comparison.  The objective is to arrive at a normalized amount that 9 

can be used during the period rates are in effect from the rate case.  Using overtime 10 

dollars in the averaging that are several years old distorts the results.  KCP&L proposed 11 

that a 3% escalation factor be used, representing the approximate union increase in recent 12 

years.  Overtime predominantly consists of union costs, not management. 13 

Q: Please discuss the Flood impact. 14 

A: The Company incurred significant overtime during the Flood (about $432,000 total 15 

KCP&L).  Inclusion of Flood overtime dollars in one year of a multi-year averaging 16 

renders the resulting average misleading. 17 

Q: Please quantify the impact of the overtime issue. 18 

A: The approximate impact of Staff’s proposal is $0.4 million.  Mr. Meyer’s proposal is 19 

approximately $0.4 million.  These impacts are Missouri jurisdictional. 20 
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BAD DEBTS 1 

Q: Please discuss the Bad Debt issue. 2 

A: There are two bad debt issues:  (1) determining the proper bad debt write-off factor to 3 

apply to weather normalized revenue; and (2) deciding whether bad debt write-offs to be 4 

incurred as a result of the rate increase ordered by the Commission in this rate case 5 

should be factored into the revenue requirement calculation. 6 

Q: Please discuss the bad debt write-off factor issue. 7 

A: The Company, Staff and Mr. Meyer all annualize/normalize bad debt expense by 8 

applying an average bad debt write-off factor to weather normalized retail revenue.  The 9 

Company and Staff’s positions on determining the appropriate bad debt write-off factor 10 

are consistent.  Both parties divided actual net bad debt write-offs for the twelve month 11 

period ending March 31, 2012 by revenues for the twelve month period ending 12 

September 2011.  The six-month lag in time periods for the numerator and denominator 13 

is explained in both my Direct Testimony and Staff’s Report.  In addition, this has been 14 

the methodology used in prior rate cases in determining bad debt expense amounts.  Both 15 

parties will update the factors in True-Up.  Mr. Meyer, on the other hand, proposes a 16 

four-year average bad debt write-off factor, 2007-2010, which the Company opposes. 17 

Q: Why do you disagree with Mr. Meyer’s proposal? 18 

A: Mr. Meyer’s proposal does not include recent experience.  As his own table reflects on 19 

page 13 of his Direct Testimony, bad debt write-offs are definitely increasing.  His table 20 

does not include 2011 activity, which is even more convincing that his proposal is 21 

inappropriate.  The bad debt write-off factor for the Missouri jurisdiction for the twelve-22 
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month period ended March 31, 2012 was 0.9156%.  If Mr. Meyer insists on a multi-year 1 

average he should at least use some current periods in his averaging. 2 

Q: Would KCP&L accept multi-year averaging of the bad debt write-off factor if 3 

current periods were included in the calculation? 4 

A: No, for the reason emphasized throughout this Rebuttal Testimony.  There is a definite 5 

discernable upward trend in bad debt write-offs; therefore, the most current information 6 

should be utilized in setting rates in this case, the method recommended by both the 7 

Company and Staff. 8 

Q: Please quantify the impact of the bad debt write-off factor issue. 9 

A: Mr. Meyer’s proposal would result in a reduction in the Company’s revenue requirement 10 

of $1.8 million. 11 

Q: Please discuss the issue related to a bad debt factor being applied to the rate 12 

increase in this case. 13 

A: This is an issue that has been discussed in several recent KCP&L rate cases, and which 14 

was decided by this Commission in the Company’s favor in Case No. ER-2006-0314 15 

(“2006 Case”).  KCP&L again proposes that the bad debt expense built into rates in this 16 

case include bad debts related to the revenue increase in this case.  Mr. Meyer opposes 17 

this inclusion.  Staff was silent on this issue in its Direct Testimony, although Staff has 18 

opposed the Company’s position in prior rate cases. 19 

Q: Why does KCP&L believe such an adjustment is necessary? 20 

A: It is logical and intuitive that increased revenue will result in increased bad debt write-21 

offs, assuming all other factors remain constant.  Mr. Meyer’s own chart on page 13 of 22 

his Direct Testimony shows that the bad debt factor remains relatively constant, although 23 
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increasing in recent years as discussed above.  Why would it make sense to believe that a 1 

$100 million rate increase (for illustrative purposes only) would not result in increased 2 

bad debt write-offs related to that increase, assuming all other factors remain constant? 3 

Q: Are you stating that total bad debt write-offs will definitely increase in 2013 once the 4 

rate increase approved by this Commission goes into effect? 5 

A: No, I can’t state that.  The economy could improve dramatically, resulting in overall bad 6 

debt write-offs not increasing, but no one can predict those events.  That is why I 7 

emphasize the phrase “assuming all other factors remain constant.”  To decide this issue 8 

the Commission must decide whether it makes sense that bad debt write-offs will 9 

increase related solely to this rate increase. 10 

Q: Can you link this argument to a typical customer bill? 11 

A: Yes.   Let us assume a customer currently has an average monthly bill of $100 and that 12 

the customer is in arrears.  Assume for illustrative and simplicity purposes that rates 13 

increase 10%, resulting in this customer’s bill now being $110.  If that customer has been 14 

delinquent in paying his/her monthly $100 bills he/she will more than likely be 15 

delinquent paying a $110 bill; therefore, bad debt write-offs increase. 16 

Q: Please discuss the MPSC’s handling of this same issue in the 2006 Case. 17 

A: In that case the Commission ruled in the Company’s favor on this identical issue, styled 18 

by the Commission as followed: 19 

Should the bad debt percentage be applied to reflect the total revenues, 20 
including any rate increase in Missouri jurisdictional retail revenues 21 
awarded in this proceeding? 22 

Report and Order, p. 62, Case No. ER-2006-0314 (Dec. 21, 2006). 23 

Q: Please state the Commission’s decision in that case. 24 

A: As stated on page 63 of the 2006 Case Report and Order: 25 
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The Commission finds that the competent and substantial evidence 1 
supports KCPL’s position, and finds this issue in favor of KCPL.  The 2 
Commission understands Staff’s argument that there is not a perfect 3 
positive correlation between retail sales and the percentage of bad debts. 4 
While it’s possible that KCPL’s bad debt expense could decrease, the 5 
Commission finds it more probable, and therefore just and reasonable, that 6 
an increase in the amount of revenue that KCPL is allowed to collect from 7 
its Missouri retail ratepayers will result in a corresponding increase in bad 8 
debt expense. 9 

Q: Please quantify the impact of the rate increase issue. 10 

A: The impact is of course dependent on the rate increase granted in this case; therefore, 11 

quantification of this issue cannot be made at this time.  The impact is also dependent on 12 

the bad debt write-off factor, another issue in this case, as discussed earlier in this 13 

testimony.  However, and for illustrative purposes only, assuming a 1% bad debt write-14 

off factor, the impact on a $100 million rate increase would be $1 million. 15 

RATE CASE EXPENSE 16 

Q: Please discuss the rate case expense issue. 17 

A: There are three rate case expense issues:  (1) the prudence and recoverability of costs 18 

incurred relating to Case No. ER-2010-0355 (“2010 Case”) which were incurred after the 19 

True-Up date in that case, to be addressed in the Rebuttal Testimony of Company witness 20 

Tim R. Rush; (2) the method of recovery of rate case expense (defer and amortize or 21 

expense normalization); and (3) if normalized, the level at which rate case expense 22 

should be set in this rate case. 23 

Q: Is Staff’s proposal to change from a defer and amortize method of recovering rate 24 

case expense to a normalization method supported by the Company? 25 

A: No.  As stated by Mr. Majors in the Staff Report, the defer and amortize method ensures 26 

that the exact amount of rate case expense is recovered in rates.  There is no estimation 27 

involved.  Ratepayers neither over nor under- pay for the costs incurred. 28 
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Q: Do you agree with the statement made in the Staff Report that this assurance of 1 

recovering all costs expended reduces the incentive for the Company to control 2 

costs? 3 

A: No, the Company takes exception to that view.  As a company we strive to balance cost 4 

control measures with providing the best level of service possible.  Rate case expense is a 5 

normal part of doing business within a regulated system.  Attached as Schedule JPW-8 is 6 

a flowchart which depicts the process the Company utilizes to manage rate case expense.  7 

This process helps ensure the monitoring and control of those costs. 8 

Q: Assuming the defer and amortize method will no longer be used, what concerns do 9 

you have with the normalized level of expense in this rate case proposed by the Staff 10 

in its Direct case? 11 

A: As I mentioned in the beginning of this testimony, the most currently available costs 12 

should generally be utilized in determining annualizations/normalizations, in contrast to 13 

using multi-year averages with prior period dollars.  In this instance, Staff chose to use a 14 

multi-case average of the rate case expenses incurred for the 2006 Case, Case No. ER-15 

2007-0291 and Case No. ER-2009-0089 (“2009 Case”).  The cost of the 2010 Case was 16 

excluded in this averaging due to the level of costs associated with that case, attributable 17 

primarily to issues surrounding the Iatan 2 project.  The Company is in agreement with 18 

exclusion of the 2010 Case costs from the multi-year average.  However, instead of using 19 

costs that will be up to seven years old by the time rates go into effect in the current rate 20 

case, the Company proposes two-year averaging based on the 2009 Case costs and the 21 

projected current case costs.  These amounts are much more recent costs and are of 22 

almost identical size. 23 
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Q: Was the 2009 Case a fully-litigated case? 1 

A: No, it was a settled case.  Therefore, the costs incurred in that case were significantly 2 

lower than would be expected in a fully-litigated, absent hearings, briefs, etc., resulting in 3 

a conservative Company normalization. 4 

Q: How did KCP&L develop the estimate of current case costs? 5 

A: The Company discussed the service needs internally and with outside providers, received 6 

Statements of Work from those providers, filled out sole source documentation 7 

supporting the use of the providers chosen, and built an expected level of costs for the 8 

current case. 9 

Q: Did KCP&L anticipate a fully-litigated current case? 10 

A: Yes. 11 

Q: What level would the Company propose to include for rate case expense for the 12 

current case? 13 

A: KCP&L recommends the inclusion of rate case expense at the following level:  2009 14 

Case costs plus current case projected costs divided by two ($2,171,609 + $2,073,181 = 15 

$4,244,790 ÷ 2 = $2,122,395, or $2.1 million). 16 

GENERAL PLANT RESERVE 17 

Q: Please discuss the General Plant Reserve issue. 18 

A: There are several General Plant Reserve issues in this case.  Company witnesses John J. 19 

Spanos and Darrin R. Ives discuss the General Plant amortization issue and alleged 20 

merger detriment issue in their respective rebuttal testimonies.  I will address Staff’s 21 

concern regarding an alleged failure of the Company to comply with provisions of a 22 

stipulation and agreement in the 2010 Case.  In the 2010 Case, the Company and Staff 23 
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entered into a depreciation stipulation and agreement , Non Unanimous Stipulation and 1 

Agreement Regarding Depreciation and Accumulated Additional Amortizations (“2010 2 

Depreciation S&A”), approved by the Commission on April 12, 2011.  Staff contends in 3 

its Direct Testimony in this rate case that the Company did not comply with two 4 

provisions of the 2010 Depreciation S&A.  KCP&L believes it did comply in all respects. 5 

Q: What is the first section of the 2010 Depreciation S&A that Staff contends the 6 

Company failed to comply? 7 

A: The pertinent provision is contained on page 8, Section 10, which states, in part: 8 

KCPL and GMO shall complete a thorough study regarding retirement of 9 
property from the General plant accounts due to KCPL’s operation of 10 
Aquila in conjunction with Great Plains Energy’s acquisition of Aquila. 11 
KCPL shall complete a similar study regarding KCPL’s recent corporate 12 
office relocations. These studies must include accounts where (1) 13 
depreciation was halted or (2) unauthorized rates were used and (3) the 14 
retirements from the acquisition or relocations that occurred as addressed 15 
in Staff witness Rosella Schad’s surrebuttal testimony in GMO Case No. 16 
ER-2009-0090. KCPL and GMO shall discuss the scope and the approach 17 
of the review for the studies with Staff prior to conducting the studies. The 18 
studies shall be completed and submitted to Staff, the Office of the Public 19 
Counsel, and the Industrials by the end of July 2011. 20 

Q: What is your understanding as to the purpose of Section 10?  21 

A: As reflected in the above stipulation language, the purpose of this section was to provide 22 

Staff detailed information as to asset retirements resulting from both Great Plains 23 

Energy’s merger with Aquila (later renamed KCP&L Greater Missouri Operations 24 

Company (“GMO”)) and KCP&L’s move to its current headquarters building. 25 

Q: Did KCP&L comply with this section of the 2010 Depreciation S&A? 26 

A: Yes, in all respects.  27 
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Q: Why does Staff believe KCP&L did not comply? 1 

A: Staff witness Arthur Rice, the sponsor of the pertinent section of the Staff Report, states 2 

in Appendix 3 to the Staff Report, Schedule AWR-1 that KCP&L did not submit the 3 

required study results. 4 

Q: How did KCP&L comply with Section 10? 5 

A: The Company not only complied with this particular section, but in all sections went 6 

above and beyond what would have been expected of it, as demonstrated by this 7 

chronology of events subsequent to the Commission’s approval of the 2010 Depreciation 8 

S&A.  Section 10 compliance is indicated in bold: 9 

4-15-2011 Company email to Art Rice and Cary Featherstone, together with 10 
attachments, meeting the requirements of Sections 5b. and 5c. of the 2010 11 
Depreciation S&A.  File size was too large and the attachment had to be 12 
broken up and re-sent over the course of two work days, April 15 and 18.  13 
In this email Company requested a time for a meeting with Staff to 14 
discuss the scope and approach for the Section 10 requirement due 7-15 
31-2011. 16 

6-13-2011 Various Company representatives met with Mr. Rice, Mr. 17 
Featherstone and Keith Majors to discuss the scope and approach for 18 
the Section 10 requirement.  As part of this discussion the Company 19 
addressed sixteen (16) Staff questions submitted in advance of the 20 
meeting.   21 

6-29-2011 Conference call with various Company representatives, Company 22 
depreciation consultant John Spanos, Mr. Rice and Mr. Guy Gilbert of the 23 
Staff to discuss the methodology for determining book reserve balances 24 
and resulting unrecovered reserve amounts. Discussed why the 25 
components that make up the unrecovered reserve amount can be 26 
determined in total only. 27 

7-28-2011 Email from KCP&L to Mr. Rice and Mr. Featherstone and other 28 
parties to the 2010 Case, together with attachments, meeting the 29 
requirements of Section 10 of the 2010 Depreciation S&A (see 30 
Schedule JPW-11). 31 



 13

10-13-2011 Various Company representatives met with Mr. Rice, Mr. Featherstone 1 
and Mr. Majors to discuss finalizing the General Plant depreciation issues 2 
addressed in the 2010 Depreciation S&A.  As part of this discussion the 3 
Company addressed thirteen (13) questions submitted by Staff in advance 4 
of the meeting. 5 

10-15-2011 Company email to Mr. Rice and Mr. Featherstone stating that the 6 
estimated cost to roll forward the December 2008 unrecovered reserves to 7 
May 2011 for KCP&L and June 2011 for GMO, as requested by Mr. Rice 8 
at the 10-13-2011 meeting, would be approximately $8,000-10,000 and 9 
presumably a similar amount to update to 12-31-2010.   10 

11-16-2011 Various Company representatives met with Mr. Rice, Mr. Featherstone 11 
and Mr. Majors to discuss the buildup of Account 119300, a GMO 12 
unrecovered reserve issue discussed in the 2010 Depreciation S&A.  As 13 
part of this discussion the Company addressed six (6) questions submitted 14 
by Staff in advance of the meeting.   15 

2-24-2012 Various Company representatives met with Mr. Rice, Mr. Featherstone 16 
and Mr. Majors to discuss Mr. Rice’s January 11th memo regarding pre- 17 
2004 GMO depreciation rates, the unrecovered plant report and the 18 
alleged premature halting of depreciation expense. 19 

03-02-2012 In an effort to resolve the issues addressed in the 2010 Depreciation S&A 20 
the Company sent a proposal to Mr. Featherstone and Mr. Rice.  21 

05-01-2012  Various Company representatives met with Mr. Rice, Mr. Featherstone, 22 
Mr. Gilbert and Mr. John Robinett and Ms. Lisa Kramer of the Staff to 23 
provide a demonstration of the Company’s Powerplant asset system using 24 
specific requests from Staff. 25 

5-30-2012 Mr. Rice and Mr. Robinett met with various Company representatives at 26 
KCP&L’s Front and Manchester service center to inspect various general 27 
plant assets. 28 

 The following documents were provided to Staff, in addition to documents discussed 29 

above: 30 

 Spreadsheet listing proposed transfer of GMO transmission reserve to GMO 31 
general plant reserve by utility account. 32 

 Spreadsheet listing KCP&L and GMO general plant amortization plant balances 33 
by vintage and account.  Spreadsheet included assets eligible for amortization and 34 
the resulting annual amortization amount. 35 

 Spreadsheet listing general plant activity for the years 2007 through 2011 for 36 
KCP&L and GMO. 37 
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 Spreadsheets were provided and discussed with Staff that proved the account 1 
119300 balance was related to Missouri assets only. 2 

As can be seen from this chronology, KCP&L not only complied with the provisions of 3 

Section 10 of the 2010 Depreciation S&A, but addressed many other related issues over 4 

the course of over one year. 5 

Q: Did Staff at any time indicate that it believed the Company was not in compliance 6 

with the 2010 Depreciation S&A? 7 

A: Not that I can recall.  If Staff would have felt it needed additional or different information 8 

they should have requested such of the Company.  Staff’s comments in the Staff Report 9 

on this issue, particularly the threat to file a complaint, came as a complete surprise to 10 

KCP&L. 11 

Q: Did Staff at any point indicate that the information provided to comply with Section 12 

10 was not a “study” as contemplated by Section 10? 13 

A: Staff never stated that the information provided was not a “study.”  However, Staff did 14 

inquire as to whether Mr. Spanos, Company witness in the 2010 Case, could update his 15 

calculation of the unrecovered reserve balance that he had prepared in the 2010 Case 16 

from December 2008 to a more current date.  KCP&L informed Staff that this could be 17 

done but would of course cost money to prepare (see Schedule JPW-11, Page 7 of 113).  18 

Staff informed the Company that they did not feel the effort was worth the cost at that 19 

time.  At a later point a cost estimate was provided (see 10-15-2011 entry above). 20 
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Q: Now that the Company is aware that Staff believes KCP&L did not provide the 1 

requested information in Section 10 is the Company willing to discuss this item 2 

further with Staff? 3 

A: Yes, KCP&L is always willing to talk.  Staff should let KCP&L know exactly what is 4 

needed, provide a reasonable due date, and the Company will comply if at all possible.  5 

In the meantime, KCP&L requests of the Commission that it not pursue any activity 6 

related to a possible complaint involving the 2010 Depreciation S&A. 7 

Q: How do you suppose Staff was able to complete its work and issue recommendations 8 

on this matter in its Staff Report if it did not receive the information required by 9 

Section 10? 10 

A: I don’t know how Staff arrived at its conclusions; however, I would think the Section 10 11 

information would have been necessary.  Therefore, I would have to conclude that the 12 

information the Company provided Staff to meet this requirement was more than 13 

adequate for Staff to come to their conclusions stated in the Staff Report. 14 

Q: You mention in the Chronology above that a proposal was sent to Staff to resolve 15 

General Plan under-recovery issues on March 2, 2012, six months ago.  What was 16 

Staff’s response? 17 

A: KCP&L has not received a response. 18 

Q: What is the second section of the 2010 Depreciation S&A that Staff contends the 19 

Company failed to comply? 20 

A: Section 5d states  21 

If KCPL or GMO seek to continue use of the Amortization Method as 22 
specified in this Agreement in the next rate case, they must submit 23 
testimony in that rate case showing why the Amortization Method should 24 
be continued. 25 
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Staff contends KCP&L has not presented any such testimony. 1 

Q: Has KCP&L complied? 2 

A: As demonstrated above, KCP&L and the Staff have worked extensively over the last year 3 

and a half on various issues addressed in the 2010 Depreciation Stipulation S&A.  During 4 

that time the Company had no reason to believe Staff would not support continued use of 5 

the Amortization Method, making the practice permanent in this rate case.  As a result, 6 

the Company did not present direct testimony on this issue.  Mr. Spanos provides this 7 

support in his Rebuttal Testimony. 8 

CLARIFICATIONS 9 

Q: What is the purpose of this section of your Rebuttal Testimony? 10 

A: The Company believes that comments made in the Staff Report regarding the credit/debit 11 

card program, Prepayments and the True-Up process require clarification.  Additionally, 12 

clarification is required on the Transmission revenue comments made by Mr. Dauphinais 13 

in his Direct Testimony. 14 

Q: Please discuss the credit/debit card program. 15 

A: Staff witness Karen Lyons indicates on pages 142-143 of the Staff Report that Staff has 16 

annualized this expense in its Direct case by utilizing participation levels and transaction 17 

costs in effect at September 30, 2011, and will update this annualization in the True-Up 18 

based on participation levels and transaction costs in effect at August 31, 2012.  KCP&L 19 

would like to point out that Staff did not make the annualization adjustment in its Direct 20 

case, apparently deciding not to do so at the last minute as Staff awaited a data request 21 

response.  The Company, consistent with Staff, intends to update the annualization at the 22 
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True-Up based on August 31, 2012 participation levels and transaction costs in effect at 1 

that time. 2 

Q: Please discuss the Prepayment item. 3 

A: On page 70 of the Staff Report Ms. Gaskins states that KCP&L has included gross 4 

receipts taxes in Prepayments.  That is not correct. 5 

Q: Please discuss the True-Up process. 6 

A:  The Staff Report indicated in many sections that its adjustments would be revised as part 7 

of the True-Up process in this case. However, in other sections, where the Company 8 

would expect a True-Up, no such indication was made.  KCP&L believes it would be 9 

helpful to document exactly which adjustments will be revised at True-Up.  Attached as 10 

Schedule JPW-9 is the Company’s understanding of the True-Up adjustments. 11 

Q: Please discuss Transmission revenues. 12 

A: Mr. Dauphinais proposes that the Company, and presumably the Staff, annualize 13 

transmission revenue in the True-Up, to be consistent with the True-Up annualization of 14 

transmission expense, discussed by Company witness John R. Carlson in his Rebuttal 15 

Testimony, and the update of transmission rate base.  KCP&L agrees that such an 16 

annualization would be appropriate and intends to do so in the True-Up. 17 

STAFF’S REVISED ACCOUNTING SCHEDULES 18 

Q: In your review of Staff’s Accounting Schedules did you become aware of any errors 19 

that need to be corrected? 20 

A:  Both KCP&L and Staff discovered certain areas where corrections are needed.  Staff has 21 

corrected these items and prepared revised Staff Accounting Schedules.  The Company 22 
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requested a copy of these schedules through a data request (No. 484).  Attached to this 1 

testimony as Schedule JPW-10 is a copy of those schedules. 2 

Q: Do these schedules reflect all necessary Staff corrections of which you are aware at 3 

this time? 4 

A: Yes. 5 

Q: Does that conclude your testimony? 6 

A: Yes, it does. 7 
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  Schedule JPW-9 

Kansas City Power & Light Company 
ER-2012-0174 

True-Up Adjustments 
 
 
 
Cost of Capital 
 
Rate Base 
Plant and Reserve for depreciation 
Cash working capital 
Fuel and nuclear inventories 
Regulatory assets and liabilities 
Accumulated deferred income taxes 
 
Revenues 
All revenues except Accounts 451 and 454 
 
Expenses 
Bad debts 
Fuel & purchased power  
ERPP 
Transmission expense (Account 565) and fees 
Iatan O&M (but not the tracker) 
Payroll and payroll-related costs 
Other Benefits 
Pension, including tracker amortization  
OPEB, including tracker amortization 
Insurance 
Credit/debit cards 
Rate case expense 
DSM amortization 
RES/Solar  
Depreciation and amortization 
Income taxes   



Schedule JPW-10 
Page 1 of 70



Schedule JPW-10 
Page 2 of 70



Schedule JPW-10 
Page 3 of 70



Schedule JPW-10 
Page 4 of 70



Schedule JPW-10 
Page 5 of 70



Schedule JPW-10 
Page 6 of 70



Schedule JPW-10 
Page 7 of 70



Schedule JPW-10 
Page 8 of 70



Schedule JPW-10 
Page 9 of 70



Schedule JPW-10 
Page 10 of 70



Schedule JPW-10 
Page 11 of 70



Schedule JPW-10 
Page 12 of 70



Schedule JPW-10 
Page 13 of 70



Schedule JPW-10 
Page 14 of 70



Schedule JPW-10 
Page 15 of 70



Schedule JPW-10 
Page 16 of 70



Schedule JPW-10 
Page 17 of 70



Schedule JPW-10 
Page 18 of 70



Schedule JPW-10 
Page 19 of 70



Schedule JPW-10 
Page 20 of 70



Schedule JPW-10 
Page 21 of 70



Schedule JPW-10 
Page 22 of 70



Schedule JPW-10 
Page 23 of 70



Schedule JPW-10 
Page 24 of 70



Schedule JPW-10 
Page 25 of 70



Schedule JPW-10 
Page 26 of 70



Schedule JPW-10 
Page 27 of 70



Schedule JPW-10 
Page 28 of 70



Schedule JPW-10 
Page 29 of 70



Schedule JPW-10 
Page 30 of 70



Schedule JPW-10 
Page 31 of 70



Schedule JPW-10 
Page 32 of 70



Schedule JPW-10 
Page 33 of 70



Schedule JPW-10 
Page 34 of 70



Schedule JPW-10 
Page 35 of 70



Schedule JPW-10 
Page 36 of 70



Schedule JPW-10 
Page 37 of 70



Schedule JPW-10 
Page 38 of 70



Schedule JPW-10 
Page 39 of 70



Schedule JPW-10 
Page 40 of 70



Schedule JPW-10 
Page 41 of 70



Schedule JPW-10 
Page 42 of 70



Schedule JPW-10 
Page 43 of 70



Schedule JPW-10 
Page 44 of 70



Schedule JPW-10 
Page 45 of 70



Schedule JPW-10 
Page 46 of 70



Schedule JPW-10 
Page 47 of 70



Schedule JPW-10 
Page 48 of 70



Schedule JPW-10 
Page 49 of 70



Schedule JPW-10 
Page 50 of 70



Schedule JPW-10 
Page 51 of 70



Schedule JPW-10 
Page 52 of 70



Schedule JPW-10 
Page 53 of 70



Schedule JPW-10 
Page 54 of 70



Schedule JPW-10 
Page 55 of 70



Schedule JPW-10 
Page 56 of 70



Schedule JPW-10 
Page 57 of 70



Schedule JPW-10 
Page 58 of 70



Schedule JPW-10 
Page 59 of 70



Schedule JPW-10 
Page 60 of 70



Schedule JPW-10 
Page 61 of 70



Schedule JPW-10 
Page 62 of 70



Schedule JPW-10 
Page 63 of 70



Schedule JPW-10 
Page 64 of 70



Schedule JPW-10 
Page 65 of 70



Schedule JPW-10 
Page 66 of 70



Schedule JPW-10 
Page 67 of 70



Schedule JPW-10 
Page 68 of 70



Schedule JPW-10 
Page 69 of 70



Schedule JPW-10 
Page 70 of 70



1

Wehry Nicole

From: Park John
Sent: Monday, August 06, 2012 3:41 PM
To: Weisensee John
Subject: FW: KCPL & GMO Rate Order Stipulation

 
 
_____________________________________________ 
From: Park John  
Sent: Friday, August 03, 2012 5:04 PM 
To: Park John 
Subject: FW: KCPL & GMO Rate Order Stipulation 
 
 
 
 
_____________________________________________ 
From: Branson Aron  
Sent: Thursday, July 28, 2011 4:41 PM 
To: 'Featherstone, Cary'; 'Majors, Keith'; 'Rice, Arthur'; 'Lewis Mills'; 'David Woodsmall (dwoodsmall@fcplaw.com)' 
Cc: Weisensee John; Rush Tim; Ives Darrin; Klote Ronald; Mulligan Larry; Park John; Bennett DeAnn; Steiner Roger 
Subject: KCPL & GMO Rate Order Stipulation 
 
 

The Stipulation and Agreement regarding Depreciation and Accumulated Additional 
Amortization in KCPL Case ER-2010-0355 and GMO Case ER-2010-0356 required the 
following information to be submitted by the end of July 2011:  
 
KCPL and GMO shall complete a thorough study regarding retirement of property from the General plant 
accounts due to KCPL’s operation of Aquila in conjunction with Great Plains Energy’s acquisition of Aquila.  
KCPL shall complete a similar study regarding KCPL’s  recent corporate office relocations.  KCPL and GMO 
shall discuss the scope and the approach of the review for the studies with Staff prior to conducting the studies.  
The studies shall be completed and submitted to Staff, the Office of the Public Counsel, and the Industrials by the 
end of July 2011. 
 
See attached file “KCPL and GMO Rate Order Stipulation Study Response” and all 
supporting files for this study.  
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Aron Branson 
Kansas City Power & Light 
Sr Regulatory Analyst 
816-556-2915 
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INTRODUCTION: 
 
In KCPL Case ER-2010-0355 and GMO Case ER-2010-0356, the parties entered into a 
stipulated agreement titled “NonUnanimous Stipulation and Agreement Regarding 
Depreciation and Accumulated Additional Amortizations.” Item # 10 of the Stipulation 
requires the following: 
 
 A) KCPL and GMO conduct a study regarding the retirement of property from General 
plant accounts due to KCPL’s operation of Aquila in conjunction with Great Plains 
Energy’s acquisition of Aquila. These studies must include accounts where (1) 
depreciation was halted or (2) unauthorized rates were used and (3) the retirements from 
the acquisition or relocations that occurred as addressed in Staff witness Rosella Schad’s 
surrebuttal testimony in GMO Case No. ER-2009-0090.  
 
B) KCPL shall complete a similar study regarding KCPL’s recent corporate office 
relocations.  
 
C) KCPL and GMO shall discuss the scope and the approach of the review for the studies 
with Staff prior to conducting the studies.  
 
Upon satisfactory presentation of the results, Signatories to the Stipulation agree to 
pursue in good faith the resolution of GMO account 119300, including the support of a 
request by GMO for an Accounting Authority Order to balance reserves by transferring 
Transmission reserve to General plant reserve.  Please see the attached PDF file titled 
“Rate Case ER-2010-0355 and ER-2010-0356 Stipulation Item #10.” Response to each 
item in the Stipulation is addressed below. 
 
RESPONSE: 
 

A) Retirement of property from General plant accounts due to KCPL’s 
operation of Aquila in conjunction with Great Plains Energy acquisition of 
Aquila. 
 

$ 38M of general plant was retired from GMO General plant accounts 391003, 
391004 and 391005 as a result of the acquisition. As part of the study a detailed 
listing of the assets is being provided.  Please see the attached PDF file titled 
“GMO Asset Retirements”. A summary of this information was provided in rate 
case ER-2009-0090 via data request MPSC-0247.1 and MPSC-0258S.  Data 
request MPSC-0247.1 also provides GMO Corporate asset and reserve balances 
separated between assets sold to Black Hills, Corporate assets transferred to Non-
Utility plant and assets retired. Data requests MPSC-0258S provides plant and 
reserve activity balances by utility account from November 2006 thru December 
2008.  Please see PDF file titled “MPSC-0247.1” and “MPSC-0258S.”  
 
There were no general plant assets retired from KCPL General plant accounts as a 
result of the acquisition. 
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1) Depreciation on accounts that were halted as a result of the acquisition. 
 
 Depreciation was not halted on any GMO general plant account as the 
result of the acquisition of Aquila by Great Plains Energy. Depreciation was 
halted on GMO general plant accounts 391003, 391005, 394000 and 398000 
which had become fully depreciated prior to the acquisition. The halting of 
depreciation varied depending on the plant account, but primarily occurred 
between September 2006 and June 2008.  Plant account 391005 Computer 
Software Development was the account that contained the most significant 
balance of asset classes in which depreciation expense was halted. Depreciation 
expense was halted because there were no plans to add assets to this account, the 
asset class was fully depreciated, and in fact all the assets in this account were 
eventually retired. GMO believes it was appropriate and rational to discontinue 
depreciation on these accounts under these circumstances.  The Company has 
acknowledged in past rate cases that it did not formally request a change in the 
depreciation rate to be set at 0%; however, that was the recommended rate Staff 
proposed in ER-2009-0090.  
 
2) Use of unauthorized depreciation rates. 

 
  We are not aware of any unauthorized depreciation rates applied to GMO  
 General plant accounts. Please see the response to question 1 above if it is the 
 Staff’s contention that unauthorized depreciation rates are the result of halting the 
 depreciation expense on asset classes that are fully depreciated and where no 
 assets will be added prospectively.   
 

3) Retirements or relocations of general plant as addressed in Staff witness 
Rosella Schad’s testimony.  

  
  GMO believes the plant retired was a normal retirement and followed the 
 Code of Federal Regulations 18 CFR part 101 Electric Plant Instruction 10, which 
 describes the accounting for asset retirements. Instruction 10 describes that the 
 book cost of the retirement unit is to be charged to the accumulated reserve for the 
 property.  Plant can be retired early for many reasons such as technological 
 changes, obsolescence, or an asset is no longer needed.  In these situations 
 adjustments are not made to the reserve due to the early retirement.  Plant 
 depreciation rates are based on the average service life of a group of similar 
 assets. This concept implies that some assets will live longer and some assets will 
 live shorter than the average service life. Depreciation studies are conducted in   
 Missouri at 5 year intervals.  At the time of the deprecation study the history of 
 accounts are reviewed and adjustments are made to the average service life which 
 takes into account the retirement activity and impacts the depreciation rate.   
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   B) Retirement of property from General plant accounts due to KCPL’s recent 
office relocation from 1201 Walnut to 1200 Main Street. 
 

 In September 2009 KCPL moved its corporate offices from 1201 Walnut 
to 1200 Main Street, Kansas City, Missouri. The office facility at 1201 Walnut 
was leased as well as the new facility at 1200 Main.  Approximately $ 8M of 
general plant equipment was retired from General plant accounts 391 and 397.  A 
detailed listing of the assets retired was previously provided in response to data 
request MPSC-0319 as part of Case ER-2010-0355.  Please see PDF file titled 
“MPSC-0319.” 

 
C) KCPL and GMO shall discuss the study approach with Staff. 

 
 KCPL and GMO personnel met with Missouri Commission Staff personnel on 
 June 13, 2011 and also held conference calls with the Staff to discuss the study 
 approach. Those in attendance at the June 13th meeting from the Missouri Staff 
 were Cary Featherstone, Art Rice, and Keith Majors. KCPL personnel in 
 attendance were Ron Klote, John Weisensee, Aron Branson, John Park, DeAnn 
 Bennett and Larry Mulligan. In a memo from Art Rice dated June 28th, Staff 
 summarized the meeting and proposed the information listed below be included in 
 the study.  Please see PDF file titled “Art Rice Memo.”   
  
 KCPL responds to Mr. Rice’s requests as follows: 
  

1.  KCPL and GMO agreed to consult with Mr. Spanos of Gannett Fleming to verify 
the method of calculating the adjustments to Plant and Reserves for the switch  to 
the general plant amortization method (Vintage Year Method) for General Plant 
Accounts.  This includes a review of the KCPL interpretation of FERC 
Accounting Release (AR) 15 concerning in particular item 4 on interim 
retirements. 
 
Response: Item 1 has been completed.  A conference call was held on June 29th 
with Arthur Rice, Guy Gilbert, John Spanos, John Park and Larry Mulligan.  Mr. 
Spanos explained his methodology for determining book reserve balances and the 
resulting unrecovered reserve amounts by referencing depreciation schedules filed 
with his rate case study testimony.   
 Basically the reserve can be broken into three components. The first 
component represents the assignment of reserve to vintage years whose age is 
greater that the life assigned to the plant account.  As an example, if the life of the 
account is 5 years, all assets with an age greater than 5 years will have the reserve 
balance equal to the asset cost.  
 The second component represents the assignment of reserve to vintage 
years whose age is equal to or less than the assigned life of the plant account. The 
assignment of the reserve is based on the number of years the asset has been in 
service and the reserve balance required to fully depreciate the asset over the 
remaining life of the asset.  
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 The third component is the determination of the under-recovered or over-
recovered reserve balance. This amount is based on the actual book reserve 
balance less the first two reserve components.  
 The under-recovered or over-recovered reserve can be attributed to 
activity which has occurred over time, such as changes in depreciation rates, asset 
retirement, and cost of removal and salvage transactions.  While the total amount 
of the difference is known, identifying each specific component that makes up the 
difference is not possible.  To do so would require the re-creation of every 
transaction that has occurred since the beginning of time for the specific asset 
account.   
 As mentioned earlier, Mr. Spanos in his testimony explained the concept 
of general plant amortization and provided detailed computations of reserve 
components in his testimony.  Please see the PDF files titled “Spanos 
Depreciation Study – KCPL”, “Spanos Depreciation Study – MPS Jurisdiction”, 
Spanos Depreciation Study – L&P Jurisdiction” and “Spanos Depreciation Study 
– ECORP.”   
 Additional items discussed involved how cost of removal and salvage 
transactions would be recorded for assets in general plant amortization accounts 
and how transfers would be recorded. Cost of removal and salvage transactions 
occur infrequently as evidenced by a zero net salvage rate for these accounts. Cost 
of removal transactions would be charged to expense. Salvage proceeds (sale of 
equipment, insurance proceeds, etc) would be charged to income to the extent 
they exceed cost of removal. Transfers of assets are usually made within the same 
utility account as such transfer of reserve is not an issue.  
 
  FERC AR15 item # 4 discusses interim retirements and states “interim 
retirements are not recognized.”  KCPL and GMO will follow AR 15 and will not 
record interim retirements. Retirements will occur only when the age of the asset 
has met the assigned life for the respective asset group.  Please see the PDF fie 
titled “FERC-AR15.”   
 

2. KCPL is to perform a study to identify specific reasons for any under-recovery or 
over-recovery in each of the General Plant Accounts where the method was 
switched, and estimate the amount for each reason that contributes to the Plant 
adjustment calculated in item 1 above. 

 
Response: As discussed in response to question 1 above under-recovered or over- 
recovered reserve can be attributed to activity which has occurred over time, such 
as changes in depreciation rates, asset retirement, and cost of removal and salvage 
transactions.  While the total amount of the difference is known, identifying each 
specific component that makes up the difference is not possible.  To do so would 
require the re-creation of every transaction that has occurred since the beginning 
of time for the specific asset account.   
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3. GMO is to perform a study to identify specific reasons for any under-recovery or 
over-recovery of each of the General Plant Accounts (all general plant accounts 
for MPS, L&P and ECORP) from using the old depreciation method, including 
but not limited to the impacts, if any, on the corporate restructuring of both former 
Aquila regulated and non-regulated operations.   
 
Response: As discussed in response to question 1 above under-recovered or over-
recovered reserve can be attributed to activity which has occurred over time such 
as changes in depreciation rates, asset retirement, and cost of removal and salvage 
transactions.  While the total amount of the difference is known, identifying each 
specific component that makes up the difference is not possible.  To do so would 
require the re-creation of every transaction that has occurred since the beginning 
of time for the specific asset account.   
   

4. Both Studies will include responses to questions identified in paragraph 10 in the 
Depreciation Stipulation (page 8)– “accounts where (1) depreciation was halted or 
(2) unauthorized rates were used and (3) the retirements from the acquisition or 
relocations that occurred as addressed in Staff witness Rosella Schad’s surrebuttal 
testimony in GMO in Case No. ER-2009-0090.” 
 
Response: Answer to this question has been provided in response A 1 thru A3 
above.  
 

5. Both KCPL and GMO (MPS, L&P, and ECORP) will calculate the theoretical 
reserves as of December 31, 2010 for each account switched to the general plant 
amortization method.  Both will further calculate the difference between the book 
reserves for December 31, 2010 and the theoretical reserves for each account.  
Both will identify the reasons for the differences and estimate a value for each 
reason that contributes to this difference.    
 
Response:  KCPL/GMO does not believe the Stipulation requires a depreciation 
study to be performed nor does KCPL or GMO believe it is prudent to spend the 
cost to update the study at this time.  The study will be updated during the next 
rate case or within the 5 year time frame as required by Missouri statute.  KCPL 
in Case ER-2010-0355 and GMO in Case ER-2010-0356 provided depreciation 
data which covered the period ending December 31, 2008.  This same data was 
used in discussions with Staff concerning general plant amortization and how 
under-recovered and over-recovered reserve amounts were developed. See 
response to C 1 above.  The same methodology will be applied in the next 
depreciation study.  
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 6

CONCLUSION: 
 
KCPL/GMO believes this report documents the study required by the Stipulation 
and provides the additional information requested by Mr. Rice. As mentioned in 
the Stipulation the satisfactorily presentation  of the study will result in the parties 
pursuing in good faith the resolution of GMO account 119300 and a  request by 
GMO for an Accounting Authority Order to permanently resolve the issue by 
transferring depreciation reserves from Transmission plant to General plant.   
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BEFORE THE PUBLIC SERVICE COMMISSION 
OF THE STATE OF MISSOURI 

 
In the Matter of the Application of Kansas City  ) 
Power & Light Company for Approval to Make  ) 
Certain Changes in its Charges for Electric   )  File No. ER-2010-0355 
Service to Continue the Implementation of Its  ) 
Regulatory Plan      ) 
 
In the Matter of the Application of KCP&L   ) 
Greater Missouri Operations Company for   )  File No. ER-2010-0356 
Approval to Make Certain Changes in its Charges  ) 
for Electric Service     ) 
 

NON UNANIMOUS STIPULATION AND AGREEMENT 
REGARDING DEPRECIATION AND ACCUMULATED ADDITIONAL AMORTIZATIONS 

 
The Signatories respectfully submit the following Non-Unanimous Stipulation and 

Agreement (“Agreement”) to the Missouri Public Service Commission (“Commission”): 

1. This Agreement is not “unanimous” because certain parties have not joined as 

signatories to this Agreement.   

2. Issues Settled With This Agreement. This Agreement is intended to settle 

among the Signatories the issues given below.1 Because the parties were unable to reach a Joint 

Statement of the Issues, the relevant portions of the Issues Lists of both Staff and the Companies 

are included.  

A. Companies’ Issues List  (pages 5, Item 3, and pages 7-8,  Item 8) –  

Additional Amortizations  

a. How should accumulated additional amortization expense be 
flowed back to ratepayers? 

 
b. Should the associated deferred income tax asset be included in 

rate base, as a reduction in the accumulated deferred income tax 
balance? 

                                            
1 Although The Empire District Electric Company is a party to these cases, the Signatories do not intend to affect 
and this Stipulation does not address the depreciation rates, the depreciation expense, or the treatment of the 
regulatory amortizations with regard to The Empire District Electric Company. 
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Depreciation— 

a. What lifespan should the Commission adopt for Iatan 2? 
 

b. Should the Commission adopt the “remaining life” or “whole 
life” method? 
 

c. Should the Commission adopt “lifespan” or “mass property” for 
generating facilities? 

 
d. Should the Commission adopt the Company’s proposal of 

general plant amortization for small assets, including 
amortization of unrecovered reserve? 
 

e. How should net salvage (cost of removal) be determined for 
nuclear plant accounts? 
 

f. Should an amortization of the difference between the theoretical 
reserve and the actual reserve be a component of the 
depreciation rate?  (GMO ISSUE ONLY) 

 
B. Staff’s Issues List (pages 5 and 7) -  

 Item 6- Depreciation— 

a. Should KCPL’s rates for KCPL’s steam production generation 
fleet excluding Iatan 2, Hawthorn 5, and Wolf Creek be based on 
(a) mass asset, whole life depreciation rates or (b) life spanned, 
remaining life depreciation rates? 

 
b. What is the appropriate life estimate to use for calculating Iatan 2’s 

remaining life depreciation rates? 
 

c. Should Wolf Creek’s rates reflect an adjustment to the net salvage 
rates to collect net salvage only on the portion of plant expected to 
retire as interim retirements? 

 
d. Should the appropriate depreciation rates for General Plant account 

numbers 391, 393, 394, 395, 397 and 398 remain the same as 
ordered in Case No. EO-2005-0329, or be amortized over a set 
period of time representing an estimated average service life for 
each year (vintage) of plant additions. 

 
i. Should KCPL be allowed to amortize over 10 years the 

unrecovered General Plant 
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ii. Should KCPL be ordered to inventory the property in these 

accounts, retire equipment from the books which is no longer 
used and useful, provide Staff with information concerning 
these accounts, and work with Staff to determine if any reserve 
transfers are warranted? 
 

e. Should KCPL’s rates for KCPL’s combustion turbine generation 
fleet be based on (a) mass asset, whole life depreciation rates or (b) 
life spanned, remaining life depreciation rates? 

 
f. To what accounts should the approximately $36.7 million and 

$132.2 million (total $168.9 million) accumulated additional 
amortizations currently held in account 399 be allocated, and on 
what basis?   

 
g. Is it appropriate to make transfers among reserve accounts at this 

time, or use remaining life depreciation rates to correct for over or 
under accrued reserves? 

 
REGULATORY AMORTIZATIONS 
 
19.  What should be the ratemaking treatment for the Regulatory 
Additional Amortizations?   
 
20.  What is the appropriate reduction of accumulated deferred 
income tax reserve that is offset to rate base that is attributable to 
the regulatory plan additional amortizations?   

 
3. The Accumulated Additional Amortizations that are specified herein and are the 

subject of this Agreement are the amortizations KCPL agrees it received as additional revenue 

in prior  rate cases based on KCPL’s Regulatory Plan the Commission approved in Case No. 

EO-2005-0329.  That plan was designed to assist KCPL to carry out its Comprehensive Energy 

Plan.2 

4. The Signatories request that the Commission order KCPL and GMO to utilize the 

depreciation rates included in attached Schedules A-C.   

                                            
2 See also the provisions of paragraph 7. 
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5. The Signatories request that the Commission authorize KCPL and GMO to utilize 

the “Amortization Method” for specified General Plant accounts.  The Amortization Method is 

a straight line method, in that the depreciation starts when the equipment is installed and stops 

when the equipment value is fully depreciated.  For regulatory mass property accounting 

purposes, all of the additions to an account over a vintage (one year or one month of additions) 

are depreciated over a set amortization period.  For depreciation accounting purposes, all of the 

equipment in each vintage is retired at the end of the amortization period.  No interim 

retirements are recorded.  The amortization periods to be used for specifying the depreciation 

rates of the specified accounts are as shown in the table below.  The resulting depreciation rates 

to be used are as shown in attached Schedules A-C.3  

General 
Plant 

Account 

Description KCP&L MPS L&P 

391 Office furniture  20 years NA NA 
391.01 Office furniture  NA 20 years 20 years 
391.02 Computer equipment (all) 8 years NA 8 years 
391.02 Computer hardware NA  8 years 8 years 
391.04 Computer software NA 9 years 9 years 
391.06 Office Machines NA NA 10 years 
393 Stores Equipment  25 years 25 years 25 years 
394 Tools, Shop, Garage 30 years 25 years 25 years 
395 Lab Equipment 30 years 30 years 30 years 
397 Communications Equipment 35 years 27 years 27 years 
398 Misc. Equipment  30 years 25 years 25 years 
 

a. KCPL and GMO unrecovered general plant reserves, based on Company witness 

Spanos’s study in this case, will not be amortized into costs of service in the 

KCPL case (Case No. ER-2010-0355) and GMO case (Case No. ER-2010-0356) 

or in future KCPL and GMO rate cases.   

                                            
3 KCPL and GMO expressly agree to the numbers contained in this table. 
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b. Within one calendar week of the Commission’s approval of this Agreement 

KCPL and GMO shall provide to Staff, the Office of the Public Counsel, and the 

Industrials4 updated plant and reserve balances as of December 31, 2010. 

c. Within one calendar week of the Commission’s approval of this Agreement 

KCPL and GMO shall identify to Staff, the Office of the Public Counsel, and the 

Industrials the unrecovered or over recovered plant portion that is left over after 

the change to Amortization Method using the amortization periods identified in 

the table above and reflected in the amortization rates shown on attached 

Schedules A-C. 

d. The Signatories agree that this use of the Amortization Method is for the purposes 

of resolving this case, and the Signatories are free to oppose the Amortization 

Method for the General Plant accounts in any future cases.  If KCPL or GMO 

seek to continue use of the Amortization Method as specified in this Agreement in 

the next rate case, they must submit testimony in that rate case showing why the 

Amortization Method should be continued.   This Agreement does not constitute 

any precedent in future proceedings. The assertion that a Party signed or 

supported this Agreement as a basis for claiming that Party supports or accepts 

the Amortization Method is a violation of this Agreement.  All Signatories have 

the right to oppose the continuation of the Amortization Method in future 

proceedings.  

6. The Signatories agree that the approximately $183.4 million, as of May 3, 2011, 

of Accumulated Additional Amortizations5 will be assigned to the Iatan 2 reserves and 

                                            
4 The “Industrials” are comprised of Praxair, Inc., and the Midwest Energy User’s Association in File No. ER-2010-
0355, and AG Processing, Inc., a cooperative, and the Sedalia Industrial Energy Users’ Association in File No. ER-
2010-0356. 
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accounted for separately in the reserves as shown on in the final table in paragraph 7 for as long 

as Iatan 2 is in operation.  Prior to the completion of the true-up direct testimony to be filed in 

this case on February 22, 2011, KCPL agrees to identify for Staff and other interested parties 

how the accumulated additional amortizations will be separately accounted for in the Iatan 2 

depreciation reserve.  

7. The following table identifies, and KCPL agrees are, the accumulated additional 

amortizations provided by customers pursuant to the terms of the Regulatory Plan during the 

period of the Regulatory Plan through the end of December 31, 2010 and through the end of May 

3, 2011:6 

Rate Case  December 31, 2010 May 3, 2011 

Case No. ER-2006-0314 $86,716,244 $94,120,782 

Case No. ER-2007-0291 $32,171,481 $35,834,231 

Case No. ER-2009-0089 $13,333,333 $16,748,858 

TOTAL Missouri Jurisdictional Amount $132,221,058 $146,703,871 

Source:  KCPL’s Accumulated Depreciation Reserve Account 399 

KCPL also agrees that an additional amortization amount of $36 million (Missouri 

jurisdictional) was recovered from customers and accumulated from a prior case—Case EO-94-

199—resulting in the total Accumulated Additional Amortizations as follows .7 

Rate Case All Additional Amortizations   
Updated Period as of 
December 31, 2010 

All Additional Amortizations   
Updated Period as of May 3, 
2011 

                                                                                                                                             
5 For purposes of this agreement as identified in direct testimony of Staff witness Featherstone’s direct testimony at 
page 37 (footnote 1) the revenue stream associated with additional amortizations is referred to as “additional 
amortizations.”  The capital accumulated from the revenue stream is referred to as “accumulated additional 
amortizations.”  The sum of the revenue streams from prior rate cases is referred to as “cumulative additional 
amortizations.”  See also the provisions of paragraph 7. 
6 KCPL and GMO expressly agree to the numbers contained in this table. 
7 KCPL and GMO expressly agree to the numbers contained in this table. 

Schedule JPW-11 
Page 14 of 113



Case No.EO-2005-0329  $132,221,058 $146,703,871 

Case No. EO-94-199  $36,674,731 $36,674,731 

TOTAL Missouri 
Jurisdictional Amount 

$168,895,789 $183,378,602 

Source:  KCPL’s Accumulated Depreciation Reserve Account 399 

The following table is how the foregoing $183,378,602 total Missouri jurisdictional 

amount is to be distributed to Iatan 2 Uniform System of Accounts, account numbers 311, 312, 

314, 315 and 316 through May 3, 2011—the period prior to the effective date of rates in this 

case:8 

Iatan 2 
USOA Acct 

Plant in service 
12/31/10 

Percentage of Regulatory Amortization 
Allocated to Iatan 2 reserves 

Regulatory Amortization Amount 
assigned to Iatan 2 reserves May 3, 
2011 

311.5 $48,804,992 10.49% $ 19,240,688 
312.5 $349,784,204 75.20% $ 137,897,545 
314.5 $48,539,238 10.44% $ 19,135,918 
315.5 $16,233,097 3.49% $ 6,399,672 
316.5 $1,787,709 0.38% $ 704,779 
Total $465,149,240 100.0% $183,378,602 

 

 

8. If there is a restructuring of the utility industry in Missouri which requires or 

results in the de-regulation of KCPL’s generating production facilities, including Iatan 2, KCPL 

agrees that any of the then-remaining Accumulated Additional Amortization represent additional 

amounts that have been contributed by customers and not by shareholders, and in such case the  

Signatories agree that a method of returning over a reasonable period of time all monies 

collected through the Accumulated Additional Amortizations to KCPL’s regulated customers 

will be determined and shall be implemented. 

                                            
8 KCPL and GMO expressly agree to the numbers contained in this table. 
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9. The Signatories agree that the Accelerated Amortization deferred tax asset will be 

included in rate base in this rate case (Case No. ER-2010-0355) and in future KCPL rate cases 

before this Commission. 

10. KCPL and GMO shall complete a thorough study regarding retirement of 

property from the General plant accounts due to KCPL’s operation of Aquila in conjunction with 

Great Plains Energy’s acquisition of Aquila.  KCPL shall complete a similar study regarding 

KCPL’s recent corporate office relocations.  These studies must include accounts where (1) 

depreciation was halted or (2) unauthorized rates were used and (3) the retirements from the 

acquisition or relocations that occurred as addressed in Staff witness Rosella Schad’s surrebuttal 

testimony in GMO Case No. ER-2009-0090.  KCPL and GMO shall discuss the scope and the 

approach of the review for the studies with Staff prior to conducting the studies.  The studies 

shall be completed and submitted to Staff, the Office of the Public Counsel, and the Industrials 

by the end of July 2011.  KCPL shall not transfer reserve to or from the General plant accounts 

before the foregoing studies are submitted to Staff, the Office of the Public Counsel, and the 

Industrials.  Upon satisfactory presentation of the results of these studies, the Signatories agree to 

pursue in good faith resolution of the GMO Account 119300 unrecovered reserve issue, as 

described by KCPL witness Ron Klote in his rebuttal testimony filed in File No. ER-2010-0356, 

including support of a reasonable request by GMO for an Accounting Authority Order from this 

Commission which will be permanently resolve this issue by balancing reserves through a 

transfer of depreciation reserves from Transmission plant to General plant.  

 
Contingent Waiver of Rights: 

11.   This Agreement is being entered into solely for the purpose of settling the issues 

of depreciation and the Experimental Regulatory Plan Additional Amortizations in this case.  

Schedule JPW-11 
Page 16 of 113



The Signatories agree to the treatment of the Accumulated Additional Amortizations set out in 

paragraph 7 above for as long as Iatan 2 is in operation.  The Signatories also agree to the 

specific terms of paragraph 5, including subparts a. to d., and paragraph 6.  Unless otherwise 

explicitly provided herein, none of the Signatories to this Stipulation shall be deemed to have 

approved or acquiesced in any ratemaking or procedural principle, including, without limitation, 

any cost of service methodology or determination, depreciation principle or method, method of 

cost determination or cost allocation or revenue-related methodology.  Except as explicitly 

provided herein, none of the Signatories shall be prejudiced or bound in any manner by the terms 

of this Agreement in this or any other proceeding, regardless of whether this Agreement is 

approved. 

12. This Agreement is a negotiated settlement.  Except as specified herein, the 

Signatories to this Agreement shall not be prejudiced, bound by, or in any way affected by the 

terms of this Agreement:  (a) in any future proceeding; (b) in any proceeding currently pending 

under a separate docket; and/or (c) in this proceeding should the Commission decide not to 

approve this Agreement, or in any way condition its approval of same. 

13. This Agreement has resulted from extensive negotiations among the Signatories, 

and the terms hereof are interdependent.  If the Commission does not approve this Agreement 

unconditionally and without modification, then this Agreement shall be void and no Signatory 

shall be bound by any of the agreements or provisions hereof. 

14. If approved and adopted by the Commission, this Agreement shall constitute a 

binding agreement among the Signatories.  The Signatories shall cooperate in defending the 

validity and enforceability of this Agreement and the operation of this Agreement according to 

its terms.   
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15. If the Commission does not approve this Agreement without condition or 

modification, and notwithstanding the provision herein that it shall become void, (1) neither this 

Agreement nor any matters associated with its consideration by the Commission shall be 

considered or argued to be a waiver of the rights that any Signatory has for a decision in 

accordance with RSMo. §536.080 or Article V, Section 18 of the Missouri Constitution, and (2) 

the Signatories shall retain all procedural and due process rights as fully as though this 

Agreement had not been presented for approval, and any suggestions, memoranda, testimony, or 

exhibits that have been offered or received in support of this Agreement shall become privileged 

as reflecting the substantive content of settlement discussions and shall be stricken from and not 

be considered as part of the administrative or evidentiary record before the Commission for any 

purpose whatsoever. 

16. If the Commission accepts the specific terms of this Agreement without condition 

or modification, as to the issues of depreciation and the Regulatory Plan Additional 

Amortizations only, the Signatories each waive their respective rights to present oral argument 

and written briefs pursuant to RSMo. §536.080.1, their respective rights to the reading of the 

transcript by the Commission pursuant to §536.080.2, their respective rights to seek rehearing 

pursuant to §536.500, and their respective rights to judicial review pursuant to §386.510.  This 

waiver applies only to a Commission order approving this Agreement without condition or 

modification issued in this proceeding and only to the issues that are resolved hereby. It does not 

apply to any matters raised in any prior or subsequent Commission proceeding nor any matters 

not explicitly addressed by this Agreement. 

WHEREFORE, the undersigned Signatories respectfully request that the Commission 

issue its Order approving all of the specific terms and conditions of this Agreement. 
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   Respectfully submitted, 

 

STAFF OF THE MISSOURI PUBLIC 
SERVICE COMMISSION 

 
/s/ Kevin A. Thompson 
Kevin A. Thompson, MBE #29149 
Chief Staff Counsel 
Sarah Kliethermes, MBE #60024 
Associate Counsel 
Missouri Public Service Commission 
P.O. Box 360 
Jefferson City, MO  65102 
(573) 751-6726 
(573) 751-9285 (Fax) 
sarah.kliethermes@psc.mo.gov 
 
PRAXAIR, INC., MIDWEST ENERGY 
USERS’ ASSOCIATION, AG PROCESSING, 
a COOPERATIVE, and SEDALIA 
INDUSTRIAL ENERGY USERS’ 
ASSOCIATION 
 
/s/ David L. Woodsmall 
Stuart W. Conrad, MBE #23966  
David L. Woodsmall, MBE #40747  
428 E. Capitol, Suite 300  
Jefferson City, Missouri 65101  
(573) 635-2700  
Facsimile: (573) 635-6998  
Internet: dwoodsmall@fcplaw.com  
 
 
FEDERAL EXECUTIVE AGENCIES 
 
/s/ Shayla L. McNeill 
Shayla L. McNeill, Capt, USAF 
Counsel for the FEA 
Utility Law Field Support Center (ULFSC) 
Staff Attorney AFLOA/JACL-ULFSC 
139 Barnes Drive 
Tyndall AFB, FL 32403-5317 
Desk phone (850) 283-6663 
Cell phone (850) 276-5705 
shayla.mcneill@tyndall.af.mil 

KANSAS CITY POWER & LIGHT 
COMPANY and KCP&L GREATER 
MISSOURI OPERATIONS COMPANY 
 
/s/ Roger W. Steiner 
William G. Riggins, MBE #42501 
General Counsel 
Roger W. Steiner, MBN #39586 
Kansas City Power & Light Company 
(816) 556-2785 
(816) 556-2787 (Fax) 
bill.riggins@kcpl.com 
roger.steiner@kcpl.com 
 
James M. Fischer, MBE #27543 
Fischer & Dority, P.C. 
101 Madison Street, Suite 400 
Jefferson City, MO  65101 
(573) 636-6758 
(573) 636-0383 (Fax) 
jfischerpc@aol.com 
 
Karl Zobrist, MBN #28325 
SNR Denton 
4520 Main Street, Suite 1100 
Kansas City, MO  64111 
(816) 460-2545 
(816) 531-7545 (Fax) 
kzobrist@sonnenschein.com 
rsteiner@sonnenschein.com 
 
 
OFFICE OF THE PUBLIC COUNSEL 
  
/s/ Lewis R. Mills, Jr. 
Lewis R. Mills, Jr., MBE #35275 
Public Counsel 
P.O. Box 2230 
Jefferson City,  MO  65102 
(573) 751-1304 
(573) 751-5562 (Fax) 
lewis.mills@ded.mo.gov 
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12 
 

 
 

CERTIFICATE OF SERVICE 
 
I hereby certify that copies of the foregoing have been mailed, hand-delivered, transmitted by 
facsimile, or electronically mailed to all counsel of record this 2nd day of February, 2011. 
 

/s/ Sarah L. Kliethermes 
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