BEFORE THE PuBLIC SERVICE COMMISSION
OF THE STATE OF MISSOURI

In the Matter of the Application of KCP&L
Greater Missouri Operations Company for
Approval of June-November 2007 Accumulation
Period True-up Amounts of the Commission-
Approved Fuel Adjustment Clause of KCP&L
Greater Missouri Operations Company.

Case No. EO-2009-0431

N N N N N N

RESPONSE OF KCP&L GREATER MISSOURI OPERATIONS COMPANY
TO STAFFE RECOMMENDATION

Pursuant to the Commission’s Order Directing Response of June 26, 2009, KCP&L
Greater Missouri Operations Company (“GMQO” or “Company”) hereby responds to the Staff

Recommendation.

1. GMOQO’s May 29, 2009 Application to true-up its annual Fuel Adjustment Clause
(“FAC”) advised the Commission of an under-collection of $1,136,160 for its MPS service

territory and $188,893 for its L&P territory.

2. The Staff Recommendation proposed two adjustments. The first adjustment
recommended the use of revised short-term interest rates for four months. GMO agrees with this

adjustment.

3. However, Staff’s other recommendation claims that the FAC should take into
consideration GMQ’s Off-System Sales, even though there is no evidence in the record that the
parties had either agreed or the Commission had ever ordered that Off-System Sales be a part of
the FAC calculation. The Company opposes this proposed adjustment which exceeds $5.3

million.
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4. As discussed in detail below, the Stipulation and Agreement entered into in
April 2007 in Case No. ER-2007-0004 defined the “Base Fuel Costs” that would be used if the
Commission permitted the use of an FAC. There was no reference to Off-System Sales in either
the stipulation, its attachments or the Commission’s order approving the stipulation. The
Commission’s regulations expressly provide that a utility’s “FAC may or may not include off-
system sales revenues and associated costs.” See 4 CSR 240-3.161(1)(B); 4 CSR 240-

20.090(1)(C).

5. After the Report and Order in the 2007 rate case approved the use of an FAC
mechanism, the subsequent audit of the Company’s implementation of the FAC contained no
allegation by Staff that the adjustments had erroneously failed to include Off-System Sales or

that there was any imprudent conduct.

6. Most significantly, the settlement of GMQO’s latest rate case, ER-2009-0090,
contained provisions that actually did alter the base rate upon which the FAC is premised, and
specifically included consideration of Off-System Sales for the first time. The language of the
Company’s tariff stating how the FAC is calculated prior to September 1, 2009 and how it is

calculated on that date and thereafter demonstrates this conclusively.

7. For theses reasons, the Staff Recommendation must be rejected as it has no basis
in fact and, if accepted by this Commission, would constitute unlawful retroactive ratemaking

and a collateral attack on prior Commission orders under Section 386.550, Mo. Rev. Stat. (2000).

A. The 2007 Settlement in Agquila’s General Rate Case (ER-2007-0004).

8. GMO’s predecessor Aquila, Inc. filed a general rate proceeding in Case No. ER-
2007-0004 (2007 Rate Case”). A major issue was whether the Company would be permitted to

implement an FAC, which the Commission ultimately approved. See Report and Order, In re
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Agquila, Inc., No. ER-2007-0004 (May 17, 2007) at 18-55 (*2007 Report & Order”). In dealing
with the complex issue, the Commission listed over a dozen issues requiring its decision. Id. at
18-19. However, none of them related to whether Off-System Sales would be part of any FAC
calculation because the issue of what would constitute Base Fuel Costs in such a calculation had

been settled during the hearing and was governed by a written agreement.

9. In the Stipulation and Agreement as to Certain Issues filed on April 4, 2007, the
parties agreed to settle a wide variety of issues, including what would constitute Base Fuel Costs

for purposes of an FAC. See Stipulation and Agreement as to Certain Issues, In re Aquila, Inc.,

No. ER-2007-0004 (filed Apr. 4, 2007) (2007 Stipulation”). How the parties defined and what
they intended with regard to Base Fuel Costs are dealt with in two sections of the Stipulation:
Section 7 relating to a coal contract dispute and Section 12 dealing specifically with Base Fuel

Costs.

10. Section 7 pertains to GMQO’s C.W. Mining Coal Company contract and how
prices under that contract will be included in the overall average cost of fuel. Because the issue
of whether Aquila would be authorized to implement a fuel cost recovery mechanism was being
litigated before the Commission, Section 7 contained two subparagraphs that set forth “different
regulatory treatment,” depending on whether the Commission allowed an FAC. See Exhibit A-

at 4-5. Subparagraph 7(a) stated:

IF A FUEL COST RECOVERY MECHANISM IS
AUTHORIZED: The actual cost of fuel to serve native load will
be included in the calculation of any fuel cost recovery mechanism
that might be approved in this rate proceeding.

This passage indicates that the cost to be used in calculating the FAC is the cost of fuel to

serve native load, not Off-System Sales customers.
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11. Furthermore, Section 12 defines Base Fuel Costs as the costs set forth in Schedule
3, which was attached to the 2007 Stipulation. Section 12 provides that “the amounts on
Schedule 3 (after being appropriately added together and converted to a per kilowatt hour
amount) are the fuel base amounts for purposes of calculating positive or negative fuel

adjustments.” See Exhibit A at 8.

12.  Just as Section 7 stated that the cost of fuel to serve native load was included in
any FAC calculation, Section 12 similarly states: “The actual cost of fuel and variable purchased
power to serve native load will be included in the calculations under any fuel cost recovery
mechanism that might be approved in this rate proceeding.” 1d. Such provisions indicate that
the parties contemplated nothing with regard to Off-System Sales, which Staff has acknowledged
numerous times only occur after “utilities have met all obligations to serve their native load
customers and have excess energy to sell to other utilities.” See Direct Testimony of V. William

Harris, In re Aquila, Inc., No. ER-2007-0004 (Jan. 18, 2007) at 10.

13.  Section 12 of the 2007 Stipulation covers one other subject related to Base Fuel
Costs, which is hedging costs. It states: “The Signatories agree that Aquila shall record as a fuel
cost its hedging costs, including settlement gains and losses, in the calculation of any fuel cost
recovery mechanism approved in this case.” See Exhibit A at 8. Although the parties could

have added such an additional provision with regard to Off-System Sales, they did not.

14.  Schedule 3 to the 2007 Stipulation, entitled “Fuel and Purchased Power Costs in

Staff Supplemental Direct,” defines the elements of Base Fuel Costs. See Exhibit B. There is no
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reference to Off-System Sales. To the contrary, the FAC is calculated from Base Fuel Costs

which Schedule 3 states -- in four different places® -- are based on the “Fuel Run.”

15.  As the Commission knows, the Fuel Runs prepared by Staff and electric utilities
like GMO pertain to On-System Sales designed to serve native load. Off-System Sales are
calculated separately, as was done by Mr. Harris in the 2007 Rate Case, and are treated as an
adjustment. See Direct Testimony of V. William Harris, Case No. ER-2007-0004 (Jan. 18,
2007) at 5, 11-13. The Off-System Sales analysis presented by Mr. Harris updated Off-System
Sales and costs for the test-year period, and averaged them over two years. Id. at 5, 12. Staff’s
proposed adjustments for Off-System Sales were contained in “Income Statement adjustments”

sponsored by Mr. Harris and referred to in his testimony. Id. at 3-4, 12-13.

16.  Schedule 3 to the 2007 Stipulation (attached as Exhibit B) contains no reference

to, much less a calculation of or an adjustment for Off-System Sales.

17. Consequently, when the Commission issued its Report and Order approving the
Company’s use of a Fuel Adjustment Clause, the provisions of Sections 12 and Section 7(a) of
the Stipulation were triggered. The FAC process was implemented pursuant to Schedule 3, and

the calculations properly ignored Off-System Sales.

18.  Staff notes that prior to the filing of the 2007 Stipulation the Company had pre-
filed testimony indicating that it was willing to include Off-System Sales in an FAC. Although
that fact was mentioned in the Commission’s Report & Order, it was never the subject of any

specific finding, conclusion or order. In the 2007 Report & Order, the Commission simply found

! The four references are found on several lines in Schedule 3: (1) 5 line of the top portion of
the spreadsheet (“Total Variable - Fuel Run”); (2) 12" line of the top portion of the spreadsheet
(“Kwh Sales levels in Fuel Run”); (3) Second line from the bottom on the lower portion of the
spreadsheet (“Kwh Sales levels in Fuel Run”); and (4) Note on the bottom line (“The MPS and
L&P allocation percentages only apply to variable costs in the fuel run”).
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that “a RAM [rate adjustment mechanism] is appropriate to address Aquila’s fuel and purchased
power costs” and that “a fuel adjustment clause is preferable to an interim energy charge.” See

2007 Report & Order at 38, 41-42.

19.  When the Commission addressed the details of what costs should be recoverable
through the FAC, it focused on issues related to demand charges and hedging costs, which it
disallowed.” 1d. at 44. With regard to other costs, it found that the FAC would “be allowed to
flow through variable fuel and purchased power costs, including variable transportation costs,
through its fuel adjustment clause.” Id. There was no conclusion or order regarding Off-System

Sales.

B. FAC Audits and Staff Findings of No Imprudence.

20. Beginning on September 23, 2008, Staff initiated a prudence audit of the costs
that were included in the Company’s FAC. See Staff Report and Recommendation, In re First

Prudence Review of Costs Subject to Fuel Adjustment Clause of Aquila, Inc., Case No. EO-

2009-0115 (Dec. 1, 2008). This audit purportedly included a review of GMO’s Off-System

Sales.

21.  Despite the fact that GMO has never included Off-System Sales in its FAC
calculations, and that Staff has been fully aware of such practice, there was no mention of this
fact in the audit, nor was there any indication of Staff’s disagreement with the Company’s

position.

2 Because of the 2007 Stipulation, whose terms on hedging costs were apparently overlooked by
the Commission, it subsequently modified this decision and included such costs in the FAC as
were permitted by the Stipulation. See Order Clarifying Report and Order, No. ER-2007-0004
(May 22, 2007).
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22.  Although Staff stated erroneously that “[p]rofit from off-system sales is a
component of KCP&L-GMO’s FAC,” the FAC Staff Report concluded: “Staff found no
evidence of KCP&L-GMO acting imprudently with regard to the issue of off-system sales.” Id.,
Staff Report at 14. The Commission approved the prudence audit report and directed GMO to
comply with Staff’s recommendations, none of which dealt with Off-System Sales or their role

in the FAC calculation. See id., Order Approving Staff’s Prudence Review (April 22, 2009).

23.  Subsequent orders issued by the Commission on the Company’s FAC reflect no
complaint by Staff or any other party to the 2007 Rate Case about the calculation of the FAC and
the fact that Off-System Sales had not been included by the Company as one of the elements of
the formula set forth in the tariff. See Order Approving Tariff to Establish Rate Schedules for

Fuel Adjustment Clause, In re Aquila, Inc. Authority to Implement Rate Adjustments, No. EO-

2008-0216 (Tariff No. YE-2008-0402) (Feb. 14, 2008); Order Approving Tariff to Establish
Rate Schedules for Fuel Adjustment Clause and Denying Motion to Reject Tariffs, In re Aquila,

Inc. Authority to Implement Rate Adjustments, No. EO-2008-0415 (Tariff No. YE-2008-0789)

(Aug. 18, 2008); Order Denying Motion to Reject, and Approving Tariff to Adjust Rate

Schedules for Fuel Adjustment Clause, In re Tariff Schedules Filed to Adjust FAC Rate of

KCP&L Greater Mo. Operations Co., No. EO-2009-0254 (Tariff No. JE-2009-0490) (Feb. 19,

2009).

C. Stipulation in Case No. ER-2009-0090 where Off-System Sales were Added to the FAC
Calculation.

24.  To the extent there is any question whether the Company’s FAC took account of
Off-System Sales, the settlement of GMO’s most recent general rate case removes any doubt.
Schedule 1 to the May 22, 2009 Non-Unanimous Stipulation and Agreement (“2009

Stipulation”) contains the tariff sheets that will become effective September 1, 2009. In its order
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approving this settlement (and one related to pension issues), the Commission attached the 2009
Stipulation as Exhibit A, to which were appended three schedules, including exemplar revised
tariff sheets contained in Schedule 1. See Order Approving Non-Unanimous Stipulations and

Agreements, and Authorizing Tariff Filing, In re Tariff Filing of KCP&L Greater Missouri

Operations Co. to Implement a General Rate Increase, No. ER-2009-0090.

25.  Of particular significance to the FAC and Off-System Sales issue are tariff sheets
124 through 127.4, which actually constitute two sets of tariffs relating to the FAC. The first set
(pages 124 to 126) is only “Applicable to Service Provided Prior to September 1, 2009,”
meaning it describes the current method of calculating the FAC. These tariff sheets are attached

as Exhibit C. None of them contains any reference to Off-System Sales.

26.  The base energy cost per kilowatt hour (“kWh”) sold is: $0.02538 for the MPS

and $0.01799 for L&P. See Ex. C at 3 (Sheet 126).

27. The second set (pages 127.1 to 127.4) is “Applicable to Service Provided
September 1, 2009 and Thereafter.” These tariff sheets are attached as Exhibit D and contain
explicit references to Off-System Sales. On Tariff Sheet 127.3 the term “OSSR” is defined as
“Revenues from Off-System Sales.” The sheet notes that revenues “from Off-system Sales shall
exclude long-term full & partial requirements sales associated with GMO.” See Ex. D at 3

(Sheet 127.3).

28. Notably, the base energy cost per kWh sold is lower than contained in Exhibit C

because Off-System Sales are now part of the FAC calculation and, in accord with longstanding
Commission precedent, reduce the cost of electricity to customers. On and after September 1,
2009, the base energy costs per KWh will be: $0.02348 for MPS and $0.01642 for L&P. See Ex.

D at 4 (Sheet 127.4). Two spreadsheets, shared with Staff, reflecting the Company’s calculations
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to implement these FAC changes that include Off-System Sales net of the costs to provide the

Off-System Sales are attached. See Ex. E.

29.  Since Off-System Sales have not been and will not be a part of the FAC
calculation until September 1, 2009, the current base energy rates are actually higher than the

rates that will be implemented at that time.

D. Conclusion.

30. From the foregoing, it is clear that Off-System Sales were never described or
included in the calculations to be used if an FAC were permitted by the Commission in the 2007
Rate Case, and were never part of the 2007 Stipulation, its Schedule 3 or the relevant tariff

sheets.

31.  The fact that Off-System Sales have never been an element of that calculation is
now self-evident since the 2009 Stipulation contains tariff sheets where the new FAC’s kWh
rates were lowered to account for a $3.4 million credit attributable to the inclusion of such sales
for the first time. The adjustment now recommended by Staff would essentially double-credit
customers for Off-System Sales margins since customers have been receiving the benefit of the

two-year average of Off-System Sales used to set base non-FAC rates in the 2007 Rate Case.

32.  There is, consequently, no factual support for Staff’s claim that the Company has
“over-collected” or “over-recovered” from customers. See Staff Recommendation, Y 1, 12. To
the contrary, Staff’s position would lead to a punitive assessment against the Company and an

unjustified double-recovery for customers.

33. If the Staff Recommendation is accepted by the Commission, it would constitute
retroactive ratemaking and run afoul of the bedrock principles of utility regulation that this

Commission has always followed. See State ex rel. Utility Consumers Council of Missouri, Inc.
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v. PSC, 585 S.W.2d 41, 58-59 (Mo. 1979); State ex rel. Associated Natural Gas Co. v. PSC, 954

S.W.2d 520, 531 (Mo. App. W.D. 1997). It would also constitute a collateral attack upon the

terms of those Commission-approved settlements, in violation of Section 386.550, Mo. Rev. Stat.

(2000).

WHEREFORE, KCP&L Greater Missouri Operations Company requests that the

Commission (a) accept the Staff Recommendation regarding an adjustment for short-term

interest rates and (b) reject the Staff Recommendation regarding an adjustment for Off-System

Sales.

21411872\V-23

Respectfully submitted,

lel Rarnt Botrior

Karl Zobrist, MBN 28325

Roger W. Steiner, MBN 39586
Sonnenschein Nath & Rosenthal LLP
4520 Main Street, Suite 1100

Kansas City, MO 64111

Telephone: (816) 460-2545
Facsimile: (816) 531-7545
kzobrist@sonnenschein.com

Victoria Schatz, MBN 44208
Corporate Counsel

Kansas City Power & Light Company
1201 Walnut, 20th Floor

Kansas City, Mo 64106

Telephone: (816) 556-2791
Facsimile: (816) 556-2787
victoria.schatz@kcpl.com

Attorneys for KCP&L Greater Missouri Operations
Company
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AFFIDAVIT
State of Missouri )

) s8.
County of Jackson )

I, John P. Weisensee, having been duly sworn upon my oath, state that I am Regulatory
Accounting Manager of Kansas City Power & Light Company, that I am duly authorized to
make this affidavit on behalf of KCP&L Greater Missouri Operations Company, and that the

matters and things stated in the foregoing pleading and exhibits thereto are true and correct to the

%m’”/

ohn P. Weisensee

best of my information, knowledge and belief.

Subscribed and sworn to before me this 6™ day of July, 2009.

\-’Vllc.ou lﬂ w&)\ﬁ(

Notary Public

My Commission Expires:

S11 -
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CERTIFICATE OF SERVICE

I hereby certify that a copy of the foregoing was served on all counsel of record either by

electronic mail or by first-class U.S. mail, postage paid, this 6th day of July, 20009.

[e] Rart Bobriot
Attorney
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BEFORiE THE PUBLIC SERVICE COMMISSION
OF THE STATE OF MISSOURI

In the Matter of the Tariff Filing of Aquila,
Inc., to Implement a General Rate Increase for
Retail Electric Service Provided to Customers
in its Aquila Networks—MPS and Aquila
Networks—L&P Missouri Service Areas,

Case No. ER-2007-0004
Tariff No. YE-2007-0001

S vt s’ N S

STIPULATION AND AGREEMENT
AS TO CERTAIN ISSUES

COME NOW the undersigned rsignatories (“Signatories™) and respectﬁﬂb‘r state to the
Missouri Public Service Commissilon (*Commission™) that as a reéulf of exiensive negotiations,
they have reached the stipulations and agreements cénta:ined herein in-order to settle the certain
issues identified below: | | |

L. Issues Settled. - This Stipulation and Agreement is mtended to settle all issues in
this case with the exception of the issues characterized in the List of Issues, Order of Issues List
of Witnesses and Order of Cross~Exammat10n, filed W1th the Commxssmn on March 23, 2007, as

"Accounting Authonty Orders”(#6) - beley Generating Facility; “Deprecmtlon” (#12); “Rate

~ of Return — Return on Common Equity” (#1); “Rate of Return — Capital Structure” (#2); and

“Fuel Cost Recoverjz” (#15).
2. Revenue Requirement. The Signatories agree that the present electric rate

revenues for Aquila, Inc’s (“Aquila” or “Company™) Aquila Networks — MPS operating division

(“MPS”) are $454,162,213 and the present electric rate revenues for the Company’s Aquila

Networks L&P operating division (“L&P”) are '$123‘,097,937. The Signatories agree that in
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settlement of all issues in this case, with the exceptions noted above, the Company’s additional

revenue requirement for its MPS and L&P operating divisions is as follows:

MPs L&P Total Company
Additional Revenue Requirement $40,632,286  $12,707,195  $53,339,481

These amounts are subject to possible adjustment as specified in paragraph 10
(Depreczatlon}, paragraph 5 (Sibley Accounting Authority Orders AAOs) and paragraph 13 (Rate
of Return Valuations).-

3. Pension/Post Retirement OPEBs, The Sigﬁatories agree that the MPS rates
agreed to herein include a $1,972,984 annual provision, prior to capitalization, for MPS electric
jurisdictional pension cost, and that the L&P rates agreed fo herein include a $65,963 annual
provision, prior to capitalization, fqr L&P electﬁc pension cost. The Company should be
authoﬁzedﬁ reflect peﬁéion cost equal to this provisic;n for the ERISA minimum and record~thé

diﬂ‘erencc between the ERISA minimum and the annual .provision for pension cost as a_
regulatory asset or liability. This regulatory asset and/or liability is intended to u-ack the
difference between the provision for the ERISA minimum contribution included in cost of
service in this case, aud the Company's actual ERISA minimum coniributions made after the
effective date of rates established in this case. This new regulatory asset and/or liability will be
tracked beginning with the effective date of rates m this case and will be included in rate base in
the Company's next rate case and amortized over a five (5) year period. The Company should be

authorized to make such addmonal entries as are appropriate under Financial Accounting
Statement (“FAS™) 71 to reﬂect that rates do not include FAS 87 treatment in cost of service.
The Company should be authorized to adjust its calculation of the MPS and L&P ER.ISA_

minimum, and the allocations to MPS and L&P of pension related assets and costs, to reflect the
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exclusion of Aquila's total-corapany actval contributions that are in” excess of the ERISA
minitnum. MPS rates include a $2,110,436 annuai provision, pri(ir _to capitalization, for an MPS
electric jurisdictional prepaid pension amortization. This amortization will be in effect for a five
and one-half (5 1/2) year period beginning with the effective date of rates established in Case
No. ER-2004-0034. L&P rates include a $3,352,742 annual provision, prior to capitalization, for
L&P electric prepaid pension amortization. This amortization will be in effect for a nine and one-
quarter (91/4) year period béginning with the effective date of rates established in Case No. ER-
2004-0034. The unamortized balance of the regulatory asset established as a result of this
ratemaking treatment should be included in rate base. |

The MPS rates agreed to herein reflect a rate base offset for an electric jurisdictional

 regulatory liability of $1,687,732. The L&P rates agreed to herein reflect a rate base addition for

a regulatory asset of $321,600. Included in these rates is a 5-year amortization of the regulatory

asset and liability, identified in this paragraph, prior to capitalization. This amortization will.

begin with the effective date of rates established in this case.
. Aquil-a‘ agrees to make at least one payment per yciar eqiaal to the current year FAS 106
calculation. | -

4. Supplemental Employee Retirement Plan (“SERP”). The Signatories agree
that the MPS rates agreed to herein include a $25,456 annual expense provision for MPS clectric
jurisdictional SERP cost; similarly, the L&P rates agreed to herein jnclude a $8,296 annual
expense provision for L&P electric SERP cost. Aquila agrees to account for SERP payments on
a pay as you go method. The Company is authorized to make such additional entries as aie

appropriate under FAS 71 to reflect that rates do not include FAS 87 treatment in cost of service.
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5. Sibley Accounting Aui:hority Orders (AAOQs). The rate increases specified in
Paragraph 2 are based on a calculation of rate base thaf includes the unamortized balance of the
Sibley AAOs a.n;:I 'als.o includes a calculation of the Accrued Deferred Income Tax (ADIT)
associt}ted with this balance. These cal.culations of rate base are shown in Paragraph 13, If the

Commission agrees with Public Counsel that the unamortized balance should not be includéd in

rate base or that ADIT is incorrectly calculated, the rate base calculations in Paragraph 13 will be

reduced and the increase 'speciﬁed in Paragraph 2 will be. adjusted to reflect the reduced rate
basc;. | |

6. Maintenance Expgnée. The Signatories agree that MPS and L&P should be |
authorized to record costs incremental to typical maintenance costs related to turbine overhauls

in advance of i:erforming the maintenance at the power plant, This method is used to match the

- utilization of the power plant for the generation of electricity with incremental costs related to

turbine overhauls that are required periodically based on number of starts for certain gas fired
power plants. The accounting for this accrual is to record the authorized cost of service as
expense in the period collected in rates with an offsetting credit to a regulatory liability in

Account 254 until the major maintenance is performed. Use of the methodology referenced in

. this paragraph shall have no ratemaking effect in future case.

7. C. W. Mining Coal Contract.
The Signatories agree that for purposes of establishing the coal prices to be included in
base fuel costs in ﬂllS proceeding, the prices in the C. W. Mining Coal contract will be included
in the overall average cost of fuel. The following subparagraphs distinguish different regulatory

treatment depending on whether the Commission approves a fuel cost recovery mechanism.
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a. IF A FUEL COST RECOVERY MECHANISM IS AUTHORIZED: The actual cost
of fuel to serve mative load will be inclu&ed in the calculation of any fuel cost recovery
mechanism that might be approved in th15 rate proceeding. As a result, any cash settlement or
court ordered award, net of gpplicable legal and collection fees and costs, recovered by Aquila
resulting from the pending C. W. Mining Company litigation will be flowed through fuel
expense accounts and included in any fuel cost recovery mechanism approved in this rate
proceeding, Applicable legal and collection costs shall be limite& to incremental, non-payroll

costs, including fees and costs of outside counsel (e.g. Shook, Hardy & Bacom) and outside

collection agencies related exclusively to pending C. W. Mining litigation, If the Commission

determines that fuel costs should be shared between customers and shareholders, then the C. W,
Mining proceeds would flow through any fuel cost recovery mechanism at that same percentage.
The Signatories agree that these conditions resolve all outstanding issues, including prudence,

relative to Aquila’s actions related to the C. W. Mining contract through March 28, 2007 in this

- and all future regulatory proceedings.

b. IF NO FUEL COST RECOVERY MECHANISM IS AUTHCRIZED: Aqﬁila agrees
to defer in Account 186 any applicable legal and collection fees and costs, as previously ;_Ieﬁned,
and any cash settlement or court ordered proceeds.' receiv‘ed by Aquila resulting from current C.
W. Mining Company litigation in Account 254. Ratemaking treatment of any balance in this
deferred account will be determined in é. future rate case.

8. Hedge Costs. Aquila agrees not to seek recovery of its 2006 hedge settlement

losses of $11.5 million in this or any future regulatory proceedings. The Signatories agree that.

ultimate settlement values of Aquila’s hedge contracts in place on March 27, 2007 for the period

June 1, 2007 through December 31, 2009 will be subject to the provisions of any fuel cost
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recovery mechanism approved by the Commission in this case. However, the ultimate
setflement values will not be subject to challenge as to a prudence disallowance relative to
Aquﬂa’é originai decisions to enter into these hedge positions. The market values for these
contracts as of March 27, 2007 are reflected on the attached Schedule 1. In the event that the

- Commission does not implement a fuel cost recovery mechanism for Aquila, then the treatment
for hedge costs shall be determined in.a futuré proceeding. While Aquila believes that its current
hedging practices are prudent, Aquﬂa acknowledges that its contmned use of its current hedgmg'
practices is subject to a prudence review and potential dlsaﬂowances relat:ve to hedge positions
taken after March 27, 2007.

" 9. Allocations of Joint Dispatch Fuel and Purchased Powef. Aquila agrees to use
the allocation ratio recommended by witness Maurice Brubakf?r (81% MPS and 19% L&P) to
allocate the joint Hispatch of fuel and pu'mhésed power between MPS apd L&P for ratemaking

- purposes. For the fuel cost recovery mééhan.ism gpproved in thm rate .proceeding, if any, Aquile-t
will use the same allocation listed above for calculating ﬁlel and purchased ‘pOWGr'costs for the
FAC or IEC rate to be charged/credited to its customers. Aquila will, wﬂhm 90 days of &
Com:msswn order approvmg this Stipulation and Agreement, begin- working with the parties to
determme how the joint dispatch of fuel and purchased power wﬂl be allocated in the next
general rate increase or rate complaint case, Signatories are under no obligation to support or
use this allocation result in any future rate case. |

10.  Depreciation. The rate increases Speéiﬁed in Paragraph 2 are based on a
continuation of the current depreciation rates for L&P.and MPS. Cument depreciation rates are . ..

attached as Schedule 2. If the Commission apprdv_es different depreciation rates as a result of its
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decision in this pro.oeeding, the increase specified in ‘Para‘graph 2 will be adjusted to reflect tﬁe
approved‘depreciation rates. |
Aqﬁila will com'plétc a depreciation étudy by the first quarter of 2008 and will provide
ithe results of such study to the Signatories. - | ‘
| 11. Demand Side Management (“DSM”) Program Costs. The Sigratories agree
that for ratemakjng purposes Aguila will defer the costs 6f DSM programs in Acpount 186 and
calculate allowance for funds used during consl:rucﬁon (AFUDC) annually. DSM programs are
deﬁnéd as demand response and-energy 'efﬁ;iency pmgrams.. The prudentl}-incurred costs
included in the Account 186 balance will be amortized over a ten (10) year period. When new
rates go into effect I?ﬂecting amortization recovery as a result of fufure general rate proceedings,
the prudently-incurred costs included‘in the Account 186 balance will be added to rate base,
Aquila will stop acc:uin‘gl AFUDC on the amount included in fafe base, and Aquila will begin
amortizing the l;alance. Additional DSM program costs incurred after the effective date of a
final Report and Order in the initial general rate proce:e_:djng following Case No. ER-2007-0004
will be treated in the same manner, but will be deferred in a different sub-account by vintage.
Aquila will only implement the programs shown in Case No. EO-2007-0298 to be cost-
effective at adec;uate funding levels, with a funding goal of one percent of its annual revenues to
implement cost-effecﬁve energy efficiency programs by 2010. If, in Aquila’s pending integrated
resource planning case, Case No. E0Q-2007-0298, the parties are unable to agree by October 31,
2007, that DSM programs have been apmopﬁately screened, Aquila will continue the current
programs with the same fund.mg levels as stipulated to in Case No. ER-2005-0436, until such
tirne as an alternative agreement is reached or disagreements are resolved by the Commission in

Case No. EOQ-2007-0298.
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The amounts that have been booked to Account. I8§ and the DSM programs associated
with those amounts in Account 186 at the time of any firure general rate proceeding may be
teviewed by the parties in those cases to assist in the determinatit.)n of the prudence of the
planning and implementation of the demand-side programs The costs of the 1mp]ementat10n and -
evaluanon of DSM programs that are found to be imprudent will be removed from Account 186
in the rate case where the determination of imprudence is made.

12. Base Fuel Costs. ;[‘he attached Schedule 3 identifies the amount of fuel and
purchased power costs based on Staﬁ_‘s updated case through December 31, 2006 brokeﬁ down
between variable and fixed costs, with variable costs allocated 81% for MPS and 19% for L&P.

| To the extent that any of the cost categories identified on Sciaedule 3 are permitted to bé
tracked in a fuel cost reoovery mechanism, the amounis on Schedule 3 (after being appropnatcly
added together and converted to a per Iulowatt hour amount) are the fue] base amounts for
purposes of calculating positive or negatwe fuel adj ustments.

The actual cost of fuel and variable purchased power to serve native load wﬂl be
included in the calculations under any fuel cost recovery mechamsm. that might be approved in
this rate proceeding. The Signatorics agree that Aquila shall record as a fuel cost its hedging
costs, including settlement gains and losses, in the czﬁculations under any fuel cost recovery
mechanism approved in this case.

13, Rate of Return Valuations. The rate increase in Paragraph 2 for MPS is based |
upon a capital structure of 51.83% debt and 48.17;% equity, with related costs of 6.670% and -
9.625%, respectively. In the event the Commission determines that the Company is to receive a
capital structure or returns different from those identified above, then any increase or decrease is

to be applied to a rate base of $918,480,038 and adjusted by a tax factor of 1.62308 to determine
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the adjustment to the increase specified in P.ax%'agraph 2. This fate baséI axﬁount is baged on the
-attached Reconciliation (Schedule 4); if the Commis_sion adopts Publié Counsél’s posiﬁqn on the
Sibley AAO rate base issue in paragraph 5, these amounts will be adjusted. | |

The rate increase in Paragrapﬁ 2 for L&P is based upon a capital structure of 51.83% debt
and 48.17% equity, with relateq costs of 7.700% _and 9.625%_, .respedtively. In the evént the
Commission determines that the Company is to receive a capital structure or retumns different
from those ic!enﬁﬁed abo;?e, then any incrgase or decrease is fo'be applied to a rate base of
$i86,801,1 10 and adjuste& by a tax t.‘actor of 1.56640 to determine the adjustment to the increase
specified in Paragraph- 2. Tlus rate bése amount is based on the aftached Reconciliéﬁon
(Schedule 4). |

14.  Billing Determinants. The Signatories have agreed on the billiﬁg determinants
in attached Scheduié 5asof the date thereon showﬁ Said billing &ete;rminants will be utilized in
this case for pﬁrposes of allocﬁting the additional revenue requirement determined by the
Commission in this proceeding. |

15.  Testimony Received Into Evidence. -If the Commission accépts the sp;:ciﬁc
terms of this Stipulation é,nd -Agreement without modiﬁcaﬁom then the portions of the testimony
of the witnesses related to the issues not being tried set out on Schedule 6 shaﬂ be received into
evidence without the necessity of these witnesses taking the stand. Unless called by the
Commissioners or the Regulatory Law Judge (“RLJ”) to respond to questions of the

Commissioners or the RLJ those witnesses shall not appear or testify before the Commission on

- the issues that are not being tried. . ..

‘General
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16, Unless otherwxse exp11c1tly prov;ded ‘herein, none of - the Szgnatones to th1s
Stipulatlon and Agreement shall be deemed to have approved or acqmesced in any ratemakmg or

procedural principle, m_cludmg, without limitation, any other m_ethod of cost detenmnatlon or -

cost allocation or revenue-rela’qed method'ology. Other than explicitly provided herein, none of

. the Signatories shall be. prejudmed or bound in any manner by the terms of this Stiplﬂatlon and

Agreement in this or any other proceedmg regardless of whether this Stipulation and Agreement

is approved 'Ilus Stlpulatlon and Agreement is being entered into solely for the purpose of -

* settling all issues in this case Wlﬂl the exception of the issue as charactenzed in the List of Issues,

Order of Issues, L1st of W1tnesses and Order of Cross-Exammatlon, filed with the Commission
on March 23 2007 as “Accounting Authority Orders”(#G) — Sibley Generatmg Facility;

“Deprecmtxon” (#12); “Rate of Retum Return on Common Eqmty“ #1); “Rate of Return —.‘

Capital Structure” #2); and “Fuel Cost Recovery” (#15) It wﬂ.l be an express violation of this

Stipulation and Agreement for any 31gna10ry party to assert in any future regulatory proceedmg
that another 51gnatory party agreed, used, approved, or acqmesced to any ratemakmg or
procedural principle, any method of cost determination or cost allocauons 0T revenue reIated
methodology- in this case, except for specific'items idenﬁﬁed elsewhere in this Stipulation and
Agreement, | -

17.  This Stipulation and Agreement has resulted from extensive negofiations among' 7
the Signatories and the terms hereof are interdep-endent. If the Commission does not approve this
Stipulation and Agreement unconditionally and without modification, then this Stipulation and
Agreement shall be veid and no Party shall be le.eund by any of the agreements or provisions

hereof, except as explicitly provided herein.

10
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18. I the 'Commi_ssion. does tot unconditionally approve this Stipu,lation and
‘Agreement without modification, and nbtWithstaﬁding the provision herein ﬂiat_it shall.become
void; neither this Stipulation and Agreement nor any matters associated with its consideration by
the Commission shall bé considered or argued to be a waiver of the rights that any Party has for a
decision in accordance with §536.080 RSMo 2000 or Article V, Section 18 of the Missouri
Constitution, and the Signatb-ries shall retain all procedural zlmd due process rights as fully as

tﬁough this Stipulation and Agrecmént had not been ﬁfesentcd for approval, and any suggestions,.

mexﬁoranda, testimony, or exhibits that have been offered or received .in support of this

. Sﬁpuléltion and Agreement shall become privileged as reflecting the substantive conte_nt of
. settlement discussions and shall be stricken from and not be considered »as part of the
administrative or evidentiary record before the Commmission for any purpdse whatsoever.

19, | In the eve.nt the Commission unéonditionaily accepts the specific t.erms of this
Stipulaﬁon and Agreement without ﬁ:odiﬁcaﬁori, the Signatories waive their respective rights to
present oral argument and written briefs pursuant to §536.080.1 RSM? 2000, their respective
rights to the reading of the transcript by the Commission pursuant to RSMO §536.080.2 RSMo
2000; their respective rights to seek reheaﬁﬁgi;‘pursuant to §536.500 RSMo 2000; and their
respective righté to judicial review pursuant to §386.510 RSMo 2000. ;IhiS waiver applies only
to a Commission order respecting thls Stipulation and Agreement issued in this proceeding and
only to the issueé/items that are resolved hereby. It does not apply to any matters raised in any
prior or subsequent Commission proceeding or any matters not explicitly addrgssedAby this
Stipulation and Agreement.

20.  This Stipulation and Agreemeqt contains the entire agreement of the Signatories

concerning the issues/items addressed herein,

11
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ﬁl. Should the Commission have questions about this Stipulation ran-d Agreement, the
parties will make available their witnesses and attorneys on the issues/items resotved by this
Stipulation and Agreement. If the Commission has questions for the parties’ witnesses or
parties, the parties will make available at any on-the-record session, their witnesses and attorneys
on the issues/items resolved by this Stipulation and Agreement, so long aé all the parties have
had adequate noticg of that session. The Signatories agree to @op,erate in presenting this
‘Stipulation and Agreement to the Commission for approval, and will take no action, direct‘ or
indirect, in opposition to the request for approval of this Stipulation and Agreerﬁént..

| 22." This Stipulation and Agreement does not constitute a contra& with the

Commission. Acceptance of this Sﬁpﬂaﬁqn and Agreement by the Commission shall not be
deemed as constituting an agreement on the part of the Commission to forego the use of any.
discovery, invgstigaﬁve or other power which the Commissiox.l ﬁresently has. Thus, noﬁg in
this Stipulation and Agreement is intended to impinge or restrict-in any manne-r the eiwcﬁe by
the Commission of any statutory right, includiné the right to access information, or an;} statutory
obligation,

23.  The following parties who are not Signatories have indicated that they have no
objection to this Stiﬁulation and Agreement;

The Commercial Group, City of Kansas City, MO, AmerenUE and County of Jackson,
MO

WHEREFORE, for the foregoing reasons, the undersigned Signatories respectfully
request that the Commission issue its Order approving the specific terms and conditions of this

Stipulation and Agreement.

12
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Respectfully submitted,

C.

/ﬂ@%LMM

ames C, Swearengen #21510 -

aul A. Boudreau  #33155
Brydon, Swearengen & England .
312 East Capitol Avenue
P. 0. Box 456
Jefferson City, Missouri 65102-0456
Phone: (573) 635-7166
Fax: (573) 634-7431

- Email; lrackers@bg_,v_donlaw.cbm
For Aquila, Inc., and its Agquila

Negworks,~ MPS and Aquila - '
Nebworks — Wg Divisions -
IR - -

. Lewis Mills #35725
Office of the Puplic Counsel
Governor Office Building .
200 Madison Street, Suite 650
P.O. Box 2230
Jefferson City, MO 65102-2230
Phone: (573) 751-4857
Fax: (573)751-5562
Email: mike dandino@ded.mo.gov
. For the Office of the Public Counsel

_ Nathan Williams ~ #35512
" Deputy General Counsel

Missouri Public Service Commission
200 Madison Street, Suite 860

P.0. Box 360 '
Jefferson City, MO 65102

Phone: (573) 751-8702 . -

 Fax: (573) 751-9285

Email: Nathan. williams@psc.mo. gov
For the Commission Staff

‘Stuart W Conrad 23966
3100 Broadway, Suite 1209

Kansas City, MO 64111

‘Phone: (816) 753-1122

Fax: (816) 756-0373

Email: Stucon@feplaw.com .

For SIEUA and AG Processing, Inc.

Mary Ann Young #27951
P.0O. Box 104595

2031 Tower Drive

Jefferson City, MO 651 10-4595
Phone: (573) 659-8672

Fax: (573) 636-2305

Email: wds@wdspc.com
For the City of St. Joseph, MO

J6hn Coffman #3638}/

871 Tuxedo Blvd

St. Louis, MO 63119

Phone: (573) 424-6779 .
Email: john@johncoffiman net
For AARP :
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Mark W. Comley #28847

601 Monroe Street, Suite 301
P.0O. Box 537 A
Jefferson City, MO 65102-0537
Phone: (573) 634-2266

Fax: (573) 636-3306

Email: comleym@ncrpe.com
For the City of Kansas City, MO

James B, Lowery  #40503
Smith Lewis, LLP

111 South Ninth St., Suite 200 -
P.O. Box 918 . _
Columbia, MO 65202-0918
Phone: (573) 443-3141 '
Fax: (573) 442-6686

Email: lowery@smithlewis.com
Fo erenUE

WY Sl

/Kurt U. Schaeffer #45829 :
Missouri Department of Natural ResSurces

P.0. Box 176 .
Jefferson City, MO 65102-0176
Phone: (573) 7510323

Fax: (573) 751-3444

Email: kurt.schaefer@dnr . mo.gov |
- For Missouri Department of Natura.l

Resources

W

Rick Chamberlain

6 NE 63rd Street, Ste. 400 .
Oklahoma City OK 73105
Phone: (405)848-1014
‘Fax: (405)848-3155

Email: rde_law@swbell.net

- For The Commercial Group

.. Tyndall Air Force Base FL 32403-—5319

Phone: (850) 283-6348
Fax: (850) 283-6219

. Email: frank hollifield@tyndall.af mil

For Federal Executive Agencies

Jerermiah Finnegan  #18416
3100 Broadway, Suite 1209
Kanses City, MO 64111

Phone (816) 753-1122

Fax: (816) 756-0373
Email: jfinnegan(@feplaw.com

" For County of Jackson, Missouri
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STATE OF MISSOURY, PUBLIC SERVICE COMMISSION

P.S.C. MO. No. 1 1% Revised Sheet No.____ 124
Canceling P.S.C. MO. No. 1 Original Sheet No.__ 124
KCP&L Greater Missour| Operations Company For Territories Served as L&P and MPS

KANSAS CITY, MO 64106
FUEL ADJUSTMENT CLAUSE ELECTRIC
(Applicable to Service Provided Prior to September 1, 2009)

DEFINITIONS

ACCUMULATION PERIOD:
The two six-month accumulation periods each year through May 31, 2011, the two
corresponding twelve-month recovery periods and filing dates will be as follows:

Accumulation Period Filing Date Recovery Period
June ~ November By January 1 March - February

December — May By July 1 ‘September — August

RECOVERY PERIOD: ,
: The billing months during which the Cost Adjustment Factor (CAF) for each of the respective
accumulation periods are applied to retafl customer billings on a per kilowatt-hour (kWh) basis.

COSTS:
Costs eligible for Fuel Adjustment Clause (FAC) will be the Company's allocated variable
Missouri Jurisdictional costs for the fuel component of the Company's generating units,
purchased power energy charges, and emission allowance costs. Eligible costs do not include
the purchased power demand costs associated with purchased power contracts.

APPLICATION

The price per KWh of electricity sold will be adjusted subject to application of the FAC
mechanism and appraval by the Missouri Public Service Commission. The price will refiect
accumuiation period Missouri Jurisdictional costs above or below base costs for:

1. variable fuel components related to the Company’s eleclric generating plants;

2, purchased power energy charges;

3. emission allowance costs; ‘

4, an adjustment for recovery period sales variation. This is based on the difference
between the values of the FAC as adjusted minus actual FAC revenue during the
recovery period. This amount will be collected or refunded during a succeeding recovery’
period; :

5. interest on deferred electric energy costs, which shall be determined monthly. Interest

shall be calculated at a rate equal to the weighted average Interest rate paid on short-
term debt, applied to the month-end balance of deferred electric energy costs. The
accumulated interest shall be included in the determination of the CAF.

The FAC will be the aggregatloﬁ of (1), (2), (3), minus the base cost of fuel, all times 95%, plus
or minus (4), plus (5), above. '

The Cost Adjustment Factor Is the result of dividing the FAC by estimated kWh sales during the
recovery period, rounded to the nearest $.0001, and aggregating over two accumulation periods. The
formula and components are displayed below. ‘

lssued: Effective
Issued by: Chris Giles, Vice President
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STATE OF MISSOURI, PUBLIC SERVICE COMMISSION

P.S.C. MO. No. 1 1st Revised Sheet No.___ 125
Canceling P.S.C. MO. No. 1 Original Sheet No.__ 125
KCP&L Greater Missouri Operations Company For Territories Served as L&P and MPS

KANSAS CITY, MO 64106
FUEL ADJUSTMENT CLAUSE (CONTINUED)
ELECTRIC
{Applicable to Service Provided Prior to September 1, 2009)

FACss: = {[95% * (F + P + E ~ B)]* {(Sases * Lseo / [(Shses * Lsae) * (Sarun * Lo} + Coen
FACeim = {[95% * (F + P + E ~ B)] * {(Sapnm * Leam) / [(Sasec * Lsee) + (Saprim * Loam)]}} # Crrim
The Cost Adjustment Factor (CAF) is as follows:

Single Accumulation Period Secondary Voltage CAF = FACs../ Srsec
Single Accumulation Period Primary Voltage CAF = FACrm / Sredim

Annual Secondary Voltage CAF =
Aggregation of the Single Accumulation Period Secondary Voltage CAFs still to be recovered

Annual Primary Voltage CAF =
Aggregation of the Single Accumulation Perlod Primary Voltage CAFs still to be recovered

Where:
FACsec = Secondary Voltage FAC
FACpim = Primary Voltage FAC
95% = Customer responsibility for fuel variance from base levef

F = Actual variable cost of fuel in FERC Accounts 501 & 547

P = Actual cost of purchased energy in FERC Account 555

E = Actual emission allowance cost in FERC Account 509

B = Base variable fuel costs, purchased energy, and emission aliowances are
calcuiated as shown below:
L&P S, x $0.01799
MPS S, x $0.02538

C = Under/Over recovery determined in the true-up of prior recovery period cost,
including accumulated interest, and modifications due to prudence reviews
Csec=  Lower than Primary Voltage Customers
Ceim =  Primary and Higher Voltage Customers

Sa = Actual sales (kWh) for the accumulation period
Sasec = Lower than Primary Voitage Customers
Sapim = Primary and Higher Voltage Customers

Sr = Estimated sales (kWh) for the recovery period
Srsec = Lower than Primary Voltage Customers
Srrim = Primary and Higher Voltage Customers

L = Loss factor by voltage level
Lsee =  Lower than Primary Customers
Lrim =  Primary and Higher Customers

Issued: Effective:
Issued by: Chris Giles, Vice President
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STATE OF MISSOURI, PUBLIC SERVICE COMMISSION

P.S.C. MO. No. 1 1st Revised Sheet No.___ 126
Canceling P.S.C. MO. No. 1 Original Sheet No.___ 126
- KCP&L Greater Missouri Operations Company For Territories Served as L.&P and MPS

KANSAS CITY, MO 64106
FUEL ADJUSTMENT CLAUSE (CONTINUED)
ELECTRIC :
(Applicable to Service Provided Prior to September 1, 2009)

The FAC will be calculated separately for KCPSL Greater Missouri Operations Company - L&P
and KCP&L Greater Missouri Operations Company - MPS and by voltage fevel, and the _
resultant CAF's will be applied to customers in the respective divisions and voltage levels.

APPLICABLE BASE ENERGY COST

Conipany base energy cost per kWh sold, $0.01798 for L&P, and $0.02538 for MPS. These
base energy costs are to be used for the calculations of the overfunder accumulation up until
the effective date of this tariff. '

- TRUE-UPS AND PRUDENCE REVIEWS

There shall be prudence reviews of costs and the true-up of revenues collected with costs
intended for collection. FAC costs collected in rates will be refundabile based on true-up results
and findings in regard to prudence. Adjustments, if any, necessary by Commission order
pursuant to any prudence review shall also be placed in the FAC for collection unless a
separate refund is ordered by the Commission. True-ups oceur at the end of each recovery
period. Prudence reviews shall occur no less frequently than at 18 month intervals.

Issued; : - Effective:
Issued by: Chris Giles, Vice President
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STATE OF MISSOURI, PUBLIC SERVICE COMMISSION

P.S.C. MO. No. 1 Original Sheet No.___127.1
Canceling P.S.C. MO. No. SheetNo.
KCP&L Greater Missouri Operations Company For Territories Served as L&P and MPS

KANSAS CITY, MO 64106 :
: FUEL ADJUSTMENT CLAUSE ELECTRIC
(Applicable to Service Provided September 1, 2009 and Thereafter)

DEFINITIONS

ACCUMULATION PERIODS, FILING DATES AND RECOVERY PERIODS:
The two six-month accumulation periods each year through August 5, 2013, the two
corresponding twelve-month recovery periods and the filing dates will be as shown below. Each
filing shall include detailed work papers in electronic format to support the filing. :

Accumulation Periods Filing Dates Recovery Periods
June — November By January 1 March — February
December — May By July 1 September — August

A recovery period consists of the billing months during which the Cost Adjustment Factor {CAF)
-for each of the respective accumulation periods are applied to retail customer billings on a per
kilowatt-hour (kWh) basis.

COSTS AND REVENUES:
Costs eligible for the Fuel Adjustment Clause (FAC) will be the Company's allocated
Jurisdictional costs for the fuel component of the Company's generating units, including costs
associated with the Company's fuel hedging program; purchased power energy charges,
including applicable transmission fees; applicable Southwest Power Pool (SPP) costs, and
emission allowance costs - all as incurred during the accumulation period. These costs will be
offset by off-system sales revenues, applicable net SPP revenues, and any emission allowance
revenues collected during the accumulation period. Eligible costs do not include the purchased
power demand costs associated with purchased power contacts in excess of one year.

APPLICABILITY

The price per kWh of electricity sold to retail customers wiil be adjusted (up or down)
pericdically subject to application of the FAC mechanism and approval by the Missouri Public
Service Commission.

The CAF is the result of dividing the Fuel and Purchased Power Adjustment (FPA) by
forecasted retail net system input (RNSI} during the recovery period, rounded to the nearest
$.0001, and aggregating over two accumulation periods. A CAF will appear on a separate line
on retail customers’ bills and represents the rate charged to customers to recover the FPA.

Issued: Effective:
Issued by: Chris Giles, Vice President
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STATE OF MISSOURI, PUBLIC SERVICE COMMISSION

P.8.C. MO, No. 1 Original Sheet No.__ 127.2
Canceling P.S.C. MO. No. Sheet No.
KCP&L Greater Missouri Operations Company For Territories Served as L&P and MPS

KANSAS CITY, MO 64106
FUEL ADJUSTMENT CLAUSE (CONTINUED)
ELECTRIC ‘
(Applicable to Service Provided September 1, 2009 and Thereafter)

FORMULAS AND DEFINITIONS OF COMPONENTS

FPA = 95% * (TEG ~ B)* J) + C +

CAF = FPA/RNSI
Single Accumulation Period Secondary Voltage CAFg,. = CAF * KFsec
Single Accumulation Period Primary Voltage CAFpy, = CAF * XFpeien

Annual Secondary Voltage CAF =
Aggregation of the Single Accumulation Period Secondary Voltage CAFs still to
be recovered :

Annual Primary Voltage CAF =
Aggregation of the Single Accumulation Period Primary Voltage CAFs still to be
recovered '
Where:

FPA = Fuel and Purchased Power Adjustment

CAF = Cost Adjustment Factor

95% = Customer responsibllity for fuel variance from base level.
TEC = Total Energy Cost = (FC + EC + PP - OSSR):

FC = Fuel Costs Incurred to Support Sales:

» The following costs reflected in Federal Energy Regulatory
Commission (FERC) Account Numbers 501 & 502 coal commodity
and raifroad transportation, switching and demurrage charges,
applicable taxes, natural gas costs, alternative fuel (i.e. tires and bio-.
fuel), fuel additives, quality adjustments assessed by coal suppliers,
fuel hedging cost (hedging is defined as realized losses and cost
minus realized gains associated with mitigating volatiity in the
Company's cost of fuel, including but not limited to, the Company’s
use of futures, options and over-the-counter derivatives including,
without limitation, futures contracts, puts, calis, caps, floors, collars,
and swaps), fuel oil adjustments included in commaodity and
transportation costs, broker commissions and fees associated with
price hedges, oil costs, ash disposal revenues and expenses, fuel
used for fuel handling, and settiement proceeds, insurance
recoveries, subrogation recoveries for increased fuel expensss in
Account 501
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STATE OF MISSOURI, PUBLIC SERVICE COMMISSION

P.8.C. MO. No. 1 Original Sheet No.__ 127.3
Canceling P.S.C. MO. No. Sheet No.
KCP&L Greater Missouri Operations Company For Territories Served as L&P and MPS

KANSAS CITY, MO 64106
FUEL ADJUSTMENT CLAUSE (CONTINUED)
ELECTRIC
(Applicable to Service Provided September 1, 2009 and Thereafter)

* The following costs reflected in FERC Account Number 547; natural
gas generation costs related to commodity, oil, transportation,
storage, fuel losses, hedging costs, fuel additives, fuel used for fuel
handling, and settiement proceeds, insurance recoveries, subrogation
recoveries for increased fuel expenses, broker commissions and fees
in Account 547. '

EC = Net Emissions Costs: ,
s The foliowing costs reflected in FERC Account Number 509 or any
other account FERC may designate for emissions expenses in the ,
future: Emission allowances costs and revenues from the sale of SO2
emission allowances.

PP = Purchased Power Costs; : '
» Purchased power costs reflected in FERC Account Numbers 555,
565, and 575: Purchased power costs, settlement proceeds,
insurance recoveries, and subrogation recoveries for increased
purchased power expenses in Account 555, excluding SPP and MISO
administrative fees and excluding capacity charges for purchase
power contracts with terms in excess of one {1) year. '
OSSR = Revenues from Off-System Sales:
+ Revenues from Off-system Sales shall exclude long-term full & partial
requirements sales associated with GMO.

= Base energy costs are costs as defined in the description of TEC (Total Energy
Cost). Base Energy costs will be calculated as shown below:
L&P NSI x Applicable Base Energy Cost
MPS NS x Applicable Base Energy Cost

J = Energy retail ratio = Retail kWh salesfiotal system kWh
Where: total system kWh equals retail and full and partial requirements sales
associated with GMO,

C = Under / Over recovery determined in the true-up of prior recovery period cost,
including accumulated interest, and modifications due to prudence reviews

I = Interest on deferred electric energy costs calculated at a rate equal to the weighted
average interest paid on short-term debt applied to the month-end balance of
deferred electric energy costs
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FUEL ADJUSTMENT CLAUSE (CONTINUED)
ELECTRIC
{Applicable to Service Provided September 1, 2009 and Thereafter)

RNSI = Forecasted retail net system input in kWh for the Recovery Period

XF = Expansion factor by voltage level
XFgee = Expansion factor for lower than primary voltage customers
XFpym = Expansion factor for primary and higher voltage customers

NSI = Net system input (kWh) for the accumulation period

The FPA will be calculated separately for L&P and MPS, and by voltage leve), and the resultant
CAF's will be applied to customers in the respective divisions and voltage lovels.

APPLICABLE BASE ENERGY COST

Company base energy costs per kWh:
$0.01642 for L&P. .
$0.02348 for MPS

TRUE-UPS AND PRUDENCE REVIEWS

There shall be prudence reviews of costs and the true-up of revenues collected with costs
Intended for collection. FAC costs collected in rates will be refundable based on true-up results
and findings in regard to prudence. Adjustments, if any, necessary by Commission order
pursuant to any prudence review shall also be placed in the FAC for collection unless a
separate refund is ordered by the Commission. True-ups occur at the end of sach recovery
period. Prudence reviews shall occur no less frequently than at 18 month intervals:
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STATE OF MISSOURI, PUBLIC SERVICE COMMISSION

P.S.C. MO. No. 1

Canceling P.S.C. MO. No.

KCP&L Greater Missouri Operations Company

KANSAS CITY, MO 64106

Sheet No,

Criginal Sheet No.__127.5 |

For Territories Served as L&P and MPS

FUEL ADJUSTMENT CLAUSE (CONTINUED)
ELECTRIC :
(Applicable to Service Provided September 1, 2009 and Thereafter)

COST ADJUSTMENT FACTOR

MPS L&P

Accumulation Period Ending

1_ Totai Energy Cost (TEC)

2 __Base energy cost (B)

3 First interim Total

4 Jurisdictional Factor (J)

5 Second Interim Total

6 __Customer Responsibility '

95%

95%

7 Third interim Total

8 Adjustment for Under / Over recovery for
prior periods and Modifications due to
prudence reviews (C)

9 interest (1)

10 Fuel and Purchased Power Adjustment
(FPA)

11 RNSI

12 Fourth Interim Total

13 Current period CAFpam (= Line 12 * XFpim)

14 Previous period CAFp4n

15_Current annual CAFpyy,

16 Current period CAFs,. (= Line 12 * XFge)

17 Previous period CAFs..

18 Current annual CAFs..

Expansion Factors (XF):

Network: Prima
MPS 1.0444
L&P 1.0444

Secondary

1.0679
1.0700

Issued:
Issued by: Chris Giles, Vice President
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