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REBUTTAL TESTIMONY 

OF 

JOHN P. WEISENSEE 

Case No. ER-2010-0356 

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 various Missouri Public Service Commission 7 

(“MPSC” or “Commission”) Staff (“Staff”) witnesses on the issues identified in the Table 8 

of Contents to this testimony.  Additionally, I will discuss certain clarifications necessary 9 

to Staff’s Cost of Service report (“Staff Report”) and address Staff’s revised Accounting 10 

Schedules.  11 

Iatan Regulatory Assets 12 

Q: Please discuss the Iatan regulatory asset issue. 13 

A: Staff did not include either the Iatan 1 and Iatan Common or Iatan 2 regulatory assets in 14 

its Accounting Schedules.  Both issues involve not only the deferred cost included in rate 15 

base, but also annualized amortization of the regulatory asset and accumulated deferred 16 

income taxes. 17 

Q: Please discuss the Iatan 1 and Iatan Common regulatory asset. 18 
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A: The Stipulation and Agreement in Case No. ER-2009-0090 (“2009 Rate Case”) 1 

authorized KCP&L Greater Missouri Operations Company (“GMO” or “the Company”) 2 

to defer in a regulatory asset the carrying cost and depreciation on Iatan 1 and Iatan 3 

Common costs recorded but not included in that case, up to the effective date of new 4 

rates in the current rate case.  These deferred costs are currently projected to be about 5 

$3.3 million and $2.4 million for GMO’s “MPS” and “L&P” operations, respectively.  6 

The annualized amortization expense of these deferred costs, based on the estimated 7 

remaining depreciable life of Iatan 1 (27 years), is about $123,000 and $88,000, 8 

respectively.   These amounts assume the Company’s position on the Iatan 2 MPS/L&P 9 

distribution issue (Iatan Common will be impacted by this issue), an issue discussed by 10 

Company witness Burton Crawford in his Rebuttal Testimony.    11 

Q: Did the 2009 Rate Case Stipulation and Agreement (“2009 S&A”) state that the 12 

Iatan 1 regulatory asset and amortization expense were to be included in 13 

determining rates in the current rate case?  14 

A: Yes.  The 2009 S&A, pages 4-5, stated: 15 

Depreciation and carrying costs will continue to be deferred to the 16 
regulatory asset until the date new rates become effective resulting from 17 
GMO’s next general rate case.  Amortization of the accumulated deferred 18 
costs will begin at that time based on the depreciable life of the Iatan 1 19 
AQCS plant ….  The deferred expenses will receive rate base treatment, 20 
and consistent with the Commission treatment of these types of deferrals, 21 
the deferred income taxes will be included in GMO’s rate base …. 22 

Q: Did the Company include the deferred income tax impact in its filing? 23 

A: Yes, the Company’s deferred income tax rate base offset includes the tax effect of the 24 

Iatan 1 regulatory asset balance, projected to be about $1.3 million and $0.9 million for 25 

MPS and L&P, respectively, as of the effective date of new rates in this case (based on 26 

the Company’s proposed Iatan 2 distribution).    27 
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Q: Please discuss the Iatan 2 regulatory asset. 1 

A: The Accounting Authority Order in Case No. EU-2011-0034 provided that GMO could 2 

use construction accounting during the period from the Iatan 2 commercial in-service 3 

date (August 26, 2010) through the effective date of new rates in this rate case.  4 

Construction accounting allows the Company the same treatment for expenditures and 5 

credits consistent with the treatment for Iatan 2 prior to Iatan 2’s commercial in-service 6 

operation date.  Staff discusses construction accounting on pages 56-57 of the Staff 7 

Report.   8 

Q: How are the construction accounting impacts reflected in cost of service? 9 

A: Construction accounting impacts, including depreciation, carrying costs, operations and 10 

maintenance (“O&M”) expenses, and fuel and revenue impacts are accumulated in a 11 

regulatory asset.  The regulatory asset is then amortized over the estimated depreciable 12 

life of Iatan 2 (50 years).     13 

Q: Did Staff include an Iatan 2 regulatory asset and associated amortization expense in 14 

its filed case? 15 

A: No; however, Staff stated on page 57 of the Staff Report: 16 

  At the time of the True Up in this case, Staff will review and evaluate the “fully 17 
operational and used for service” status of Iatan Unit 2 and appropriate Construction 18 
Accounting ….   19 

 The Company assumes this means that Staff will include the Iatan 2 regulatory asset in 20 

rate base in the True Up, including annualized amortization expense, subject to Staff’s 21 

review for reasonableness.    22 

Q: What is the projected December 31, 2010 Iatan 2 regulatory asset balance? 23 

A: The projected balance is $8.6 million and $3.2 million for MPS and L&P, respectively, 24 

with annual amortization of about $173,000 and $63,000, respectively, based on these 25 
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deferred costs and a 50-year amortization period.  The projected deferred income tax rate 1 

base offset is about $3.3 million and $1.2 million, respectively.  These amounts assume 2 

the Company’s position in the Iatan 2 MPS/L&P distribution issue.    3 

Rate Case Expense 4 

Q: Please discuss the rate case expense issue. 5 

A: GMO has four concerns related to rate case expense.  First, Staff mentioned on page 158 6 

of the Staff Report that they would “include all prudent and reasonable costs incurred 7 

and paid through the true-up date of the current rate case.”  The Company would like to 8 

make clear that it expects any prudent and reasonable costs incurred in the current rate 9 

case but not included in the True Up to be deferred in a regulatory asset for recovery in 10 

the next rate case. 11 

Q: Why would there be any costs incurred in the current case but not included in the 12 

True Up? 13 

A: It is very likely there will be significant costs not paid at that date and in many cases not 14 

even invoiced at that date.  Vendors often do not send their invoices out for weeks or 15 

even later.  For example, in the 2009 Rate Case approximately 40% of the total rate case 16 

costs were not recorded as of the assigned True Up date in that case (April 30, 2009).  17 

With the possibility of a fully litigated case in the current proceeding, as opposed to the 18 

settled 2009 Rate Case, and the resulting hearings and briefs, the likelihood of significant 19 

invoices arriving after the True Up date is very high. 20 

Q: Please discuss the second rate case expense concern. 21 

A: Staff made a point on page 158 of the Staff Report that it needed additional support to 22 

validate rate case costs in the current case.  The Company recently responded to Staff 23 
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data request 154.1, which we believe will provide Staff the support it needs to 1 

substantiate the accumulated rate case costs to date.  GMO will continue to provide this 2 

level of documentation as the case progresses.        3 

Q: Please discuss the third rate case expense concern. 4 

A: Staff stated on page 158 of the Staff Report that during True Up it would propose 5 

reclassification of costs coded by Kansas City Power & Light Company (“KCP&L”) and 6 

billed to the Company as rate case expense that were, in fact, costs related to the Iatan 7 

projects (and therefore capitalize such costs).  GMO agrees that if any such mis-8 

classifications exist, they should be reclassified.  However, GMO would like to point out 9 

that KCP&L has utilized consulting and legal firms for both the Iatan projects and for 10 

rates case issues involving Iatan, and the Company believes such charges have been 11 

properly coded.  GMO does not believe that appropriately coded rate case cost should be 12 

capitalized to the Iatan assets solely because the rate case issue is Iatan prudence.  The 13 

Company has appropriately reflected these costs as rate case expenses, as the costs do not 14 

represent costs necessary for the construction of physical plant assets.     15 

  Additionally, although Staff proposed a reclassification of $1.7 million of such 16 

costs in KCP&L’s Case No. ER-2010-0355, KCP&L has not been able to determine 17 

whether or how Staff added those costs to the Iatan plant costs in that case and how such 18 

costs would affect GMO’s cost of service.   19 

Q: Please discuss the fourth rate case expense concern. 20 

A: As part of Staff’s revisions to its case just prior to the filing of Rebuttal Testimony in 21 

KCP&L’s Case No. ER-2010-0355, Staff proposed the disallowance of some or all of the 22 

costs incurred for a contractor KCP&L uses for rate case work (NextSource).  The 23 
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amount of the proposed disallowance in that case was about $339,000.  Staff in the 1 

current GMO case has not yet proposed such an adjustment, but it is the Company’s 2 

understanding that Staff will address this issue in its Surrebuttal Testimony in the GMO 3 

case.  KCP&L can state at this time that it has been very satisfied with the services of 4 

NextSource and believes the costs incurred are reasonable and necessary rate case 5 

expenses.    6 

Cash Working Capital 7 

Q: Please discuss the Cash Working Capital issue. 8 

A: The Company and Staff have different retail revenue lags. 9 

Q: What is meant by the term Cash Working Capital (“CWC”)? 10 

A: GMO agrees with Staff’s CWC definition as presented on pages 47-48 of the Staff 11 

Report. 12 

Q: Please discuss the Retail revenue lag issue. 13 

A: Staff’s revenue lag of 24.45 days for both MPS and L&P is considerably lower than the 14 

Company’s lag of 43.937 days.  The discrepancy centers entirely around Staff’s imputed 15 

accounts receivable (“AR”) sales program. 16 

Q: Please discuss the imputed AR sales program issue. 17 

A: Staff imputed an AR sales program to GMO, even though such a program does not exist 18 

for GMO.  This imputed program has the effect of significantly reducing the revenue lag 19 

days used in the CWC calculation.  The Company has disagreed with this calculation for 20 

the last several Aquila/GMO rate case filings.  Staff continues to impute an accounts 21 

receivable program on the GMO jurisdictions, a program that has not been used by 22 
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Aquila or GMO since November 2002, over eight years ago.  Company witness Michael 1 

Cline addresses this issue in his Rebuttal Testimony. 2 

Q: What is the Company’s recommendation regarding Staff’s imputed AR sales 3 

program? 4 

A: The Company recommends that the Commission eliminate the imputation of an AR sales 5 

program from the CWC calculation.  In addition, the Company recommends that Staff’s 6 

associated imputed AR bank fees of $363,502 for MPS and $98,663 for L&P be 7 

eliminated.  In this way, the respective revenue requirements will reflect more accurately 8 

the current day-to-day operations of the Company.  The imputation of a hypothetical 9 

accounts receivable program that has not been in place for over eight years is not 10 

reasonable ratemaking treatment. 11 

Q: What is the rate base effect of this issue? 12 

A: Staff’s inclusion of this imputed factor in its CWC calculation has resulted in an 13 

understatement of the CWC component of rate base by $25.6 million and $7.6 million for 14 

MPS and L&P, respectively, based on the Company’s CWC model. 15 

Fuel Adjustment Clause 16 

Q: Please discuss the fuel adjustment clause “(FAC”) issue. 17 

A: Staff’s presentation of the FAC impact on its Staff Accounting Schedules is incorrect, 18 

resulting in misleading revenue requirements.  The issue centers on 19 

annualized/normalized fuel costs in excess of fuel costs built into base rates (“excess”) 20 

and the relationship of such excess to retail revenue. 21 
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Q: How did Staff present the FAC impact? 1 

A: Staff annualized/normalized fuel costs in a manner similar to that of the Company, 2 

although there are certain disputed fuel issues as discussed by Company witness Burton 3 

Crawford in his Rebuttal Testimony.  However, Staff failed to then adjust 4 

annualized/normalized retail revenue to properly reflect the excess.  5 

Q: How did the Company present the FAC impact? 6 

A: GMO added to weather normalized retail revenue, as sponsored by Company witness 7 

Tim Rush, the annualized/normalized excess.  Therefore, adjusted retail revenue includes 8 

“traditional” weather normalized revenue (with no FAC impact), plus the excess of 9 

annualized/normalized fuel costs over fuel costs built into base rates. 10 

Q: Was the excess added by GMO to “traditional” weather normalized revenue the full 11 

excess or 95% of the excess to match the 95%/5% sharing included in the FAC 12 

mechanism? 13 

A: The full excess was added to weather normalized revenue.  14 

Q: When were fuel costs built into base rates? 15 

A: Base fuel costs were determined in Case No. ER-2007-0004 and adjusted in the 2009 16 

Rate Case to include some additional costs in the FAC mechanism.  Additionally, GMO 17 

is proposing additional adjustments in the mechanism in this case.    18 

Q: What is the impact of this difference in presentation between Staff and the 19 

Company? 20 

A: Staff has understated retail revenue, and therefore overstated revenue requirements, by 21 

$12.4 million and $6.6 million for MPS and L&P, respectively, based on Staff’s 22 

annualized/normalized fuel costs and the existing FAC mechanism.     23 
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Q: Has Staff in effect proposed “rebasing” fuel costs? 1 

A: Yes, that is exactly what Staff has proposed, although Staff does not use that term in the 2 

Staff Report.  3 

Q: Why did GMO not propose rebasing in this case? 4 

A: Mr. Rush discusses this issue, as well as various other FAC issues in this case, in his 5 

Rebuttal Testimony.  GMO witness Curtis Blanc also discusses various FAC issues in his 6 

Rebuttal Testimony. 7 

Clarifications 8 

Q: What is the purpose of this section of your Rebuttal Testimony? 9 

A: The Company believes that certain comments made in the Staff Report require 10 

clarification, including discussion concerning the following items: 11 

 Iatan 2 O&M 12 

 Prepayments 13 

 Payroll 14 

 Depreciation reserve 15 

 True Up process   16 

While none of these items directly affects Staff’s Accounting Schedules in any material 17 

respect, nor do any of these items appear to represent an issue in this case, GMO would 18 

like to provide clarification. 19 

Q: Please discuss the Iatan 2 O&M item. 20 

A: Staff, on page 130 of the Staff Report, proposes the use of “estimated” Iatan 2 O&M 21 

expense in this case, provided a tracker is established.  The Company is agreeable with 22 

this approach but does want to clarify one point.  The “new” Iatan plant and equipment 23 
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relate not just to Iatan 2 but also to new Iatan assets referred to as “Iatan Common.”  1 

These assets represent plant and equipment common between Iatan 1 and Iatan 2, such as 2 

the new water softener equipment, rail facilities, etc.  Because the new Iatan Common 3 

assets will incur maintenance costs similar to Iatan 2, the Company proposes that both 4 

Iatan 2 and Iatan Common estimated costs be included in this case, with a tracker for 5 

each.   6 

Q: Please discuss the Prepayments item. 7 

A: Staff, on page 51 of the Staff Report, states that the Company included gross receipts tax 8 

in its Prepayments.  GMO did not.   9 

Q: Please discuss the payroll item. 10 

A: Staff, on page 111 of the Staff Report, states: 11 

 GPE … has minuscule labor costs that are to be annualized using current 12 
employee levels and current salaries. GPE provides common services such as 13 
accounting, tax consolidation, corporate legal, and governance to GPE entities …. 14 

 These statements are, of course, contradictory.  If Great Plains Energy (“GPE”) was 15 

providing these services, it would have significant overhead costs to allocate to the 16 

Company and other GPE entities.  GPE did provide these services through 2008 through 17 

a separate services company, but the services were transferred to KCP&L beginning in 18 

2009.  KCP&L now bills GMO and other GPE companies for these services and the 19 

amounts are appropriately reflected in GMO’s test year cost of service. 20 

Q: Please discuss the depreciation reserve item. 21 

A: Staff’s statement on page 39 of the Staff Report that “GMO’s books overstate the reserve 22 

for this retired plant” is incorrect.  The Company’s “books” are not misstated.  Staff 23 

should have said that GMO’s continuing plant records do not include the retirement work 24 

in progress reflected on the books, because such cost/salvage has not yet been unitized 25 
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and is still “retirement work in progress.”  The Company properly adjusts the 1 

depreciation reserve for purposes of establishing a rate base, as Staff did in its 2 

Accounting Schedules.     3 

Q: Please discuss the True Up item. 4 

A: The Staff Report indicated in many sections that Staff adjustments would be revised as 5 

part of the True Up process in this case.  However, in other sections, where the Company 6 

would expect a true-up, no such indication was made.  GMO believes it would be useful 7 

to document exactly which Staff adjustments will be revised at True Up.  Attached as 8 

Schedule JPW2010-7 is the Company’s understanding of the True Up adjustments.   9 

Q: Will all of these items be adjusted during the True up? 10 

A: No, not necessarily.  Staff, as well as the Company, will evaluate whether a true-up is 11 

necessary for each item.  In some cases, particularly if no significant changes have 12 

occurred, the time spent to update the number will not be worth the small increase in 13 

accuracy.      14 

Revised Staff Accounting Schedules 15 

Q: In your review of Staff’s Accounting Schedules did you become aware of any errors 16 

that needed to be corrected? 17 

A: Both GMO and Staff discovered various amounts that required correction.  Staff has 18 

corrected these items and prepared revised Staff Accounting Schedules.  The Company 19 

requested a copy of these schedules through a data request (No. 334).  Attached to this 20 

testimony as Schedule JPW2010-8 is a copy of those schedules. 21 

Q: Do these schedules reflect all necessary Staff revisions of which you are aware at this 22 

time? 23 
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A: Yes.    1 

Q: Does that conclude your testimony? 2 

A: Yes, it does.  3 





 KCP&L Greater Missouri Operations Company  Schedule JPW2010-7 
                                               ER-2010-0356 
                                      True Up Adjustments 
 
 
Cost of Capital 
Capital structure 
Cost of debt 
 
Rate Base 
Plant in service 
Accumulated depreciation reserve 
Cash working capital 
Prepayments 
Materials & Supplies inventory 
Iatan 1 & Common regulatory asset 
Iatan 2 regulatory asset  
Prepaid pension asset 
FAS 87 regulatory asset 
ERISA tracker 
AAOs 
DSM costs 
Fossil fuel inventory 
Low income deferral 
Emission allowance inventory 
Accumulated deferred income taxes 
 
 
 
Operating Income 
Retail revenue, including FAC revenue 
Forfeited discounts 
Off-systems sales revenue 
Fuel & purchased power expense 
Bad debt expense 
Amortization of SO2 proceeds 
Low income deferral amortization 
Iatan 2 and Iatan Common O&M expense 
Payroll, including payroll taxes and 401(k) 
Pension expense 
OPEB expense 
Other benefits (medical, dental, etc.) 
Insurance expense 
Credit card expense 
Rate case expense 
Regulatory assessments 



Transmission expenses, including SPP administrative fees 
Merger transition costs 
Demand side management cost amortization 
Iatan 1 and Common regulatory asset amortization 
Iatan 2 regulatory asset amortization 
Property tax expense 
RESRAM/Proposition C costs 
Depreciation and amortization, including vehicles 
Income tax expense 
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