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STAFF REPLY TO KCPL AND PUBLIC COUNSEL

Comes now the Staff of the Missouri Public Service Commission (Staff), and in response to the Public Counsel’s Recommendation filed on June 27, 2003 and Kansas City Power & Light Company’s Response filed on July 1, 2003, the Staff still recommends that the Commission assert jurisdiction and issue an order approving the sale of property at Kansas City Power & Light Company’s (KCPL’s) Johnson County Service Center, 8730 Nieman Road, Overland Park, Kansas (Johnson County Service Center) to the City of Overland Park, Kansas, as not detrimental to the public.  In support thereof, the Staff states as follows: 


1.
The Staff supports the Office of the Public Council’s recommendation regarding the Commission reserving any ratemaking determination related to the sale to a future general rate case.  The Staff notes that KCPL in paragraph 15 at page 4 and paragraph 16 at page 5 of its Application And Motion For Expedited Treatment, states as follows:

As reflected in the Commercial Real Estate Sales and Lease-Back Agreement, Overland Park has agreed to the following:

a.
Pay KCPL $3.5 million for 2.15 acres of land;



.

.

.

.

In anticipation of negotiations with Overland Park, KCPL secured an appraisal of the land and improvements at the Service Center.  The appraised value of the land and improvements was $3.5 million.
 

KCPL furthermore notes in paragraph 13 at page 4 of its Application And Motion For Expedited Treatment that “[t]he estimated cost to acquire land and construct the new service center is $6 million.”


2.
There is no additional information provided by KCPL in its July 1, 2003 supplemental filing that causes the Staff to alter is recommendation to the Commission filed on July 19, 2003.  


3.
The Staff would note that in paragraph 6 at page 3 of KCPL’s Response, KCPL states that “[w]hen crews from the Service Center are sent to work in Missouri, their time is charged to the project their [sic] working on and would be accounted for as a Missouri related cost.  The same is true of crews from Missouri dispatched to work in Kansas.”  Thus, KCPL’s Response would appear to confirm the Staff’s Memorandum dated July 18, 2003, which indicated that some indirect, limited labor and labor related costs are being allocated or charged to Missouri jurisdictional operations.


4.
Finally, Public Counsel notes in paragraph 3 at page 2 of its Recommendation that gains on sales of property are treated ‘below the line’ as a general rule,” whereas KCPL states in paragraph 14 at page 5 of its Response that “[i]n the past the Commission has recognized that gains from the sale of KCPL property are treated ‘below the line’.  [Citation omitted.]”  KCPL then asserts that “KCPL does not believe the present transaction warrants any different treatment.”


5.
There is at least one case in which the Commission directed above the line treatment for a gain on sale: Re Union Electric Company, Case No. EM-92-118, Order Granting Application For Reconsideration And Modifying Order (April 8, 1992) (In the matter of the application of Union Electric Company to sell certain substation equipment, or, in the alternative, motion to dismiss); Order Approving Sale (March 18, 1992); Notice And Order Denying Motion To Dismiss (December 20, 1991); Erratum (January 2, 1992).   


Wherefore the Staff continues to recommend that the Commission assert jurisdiction and issue an order approving the sale of property at Kansas City Power & Light Company’s (KCPL’s) Johnson County Service Center, 8730 Nieman Road, Overland Park, Kansas to the City of Overland Park, Kansas, as not detrimental to the public.
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