
STAFF RECOMMENDATION TO APPROVE TARIFF SHEET
AND DENY REQUEST TO ELIMINATE MONTHLY SURVEILLANCE FILINGS

COMES NOW the Staff of the Missouri Public Service Commission ("Staff'), by and

through counsel, and for its Recommendation to Approve Tariff Sheet and Deny Request to

Eliminate Monthly Surveillance Filings

On December 30, 2008, KCP&L Greater Missouri Operations Company (KCP&L

- GMO) filed a tariff sheet to establish rate schedules to make a semi-annual adjustment to

customer rates based on KCP&L - GMO's approved Fuel Adjustment Clause ("FAC") . The

filing was pursuant to the Commission's Report and Order in that entity's last general rate

increase proceeding, Case No . ER-2007-0004, in which the Commission authorized the FAC .

2 . Commission Rule 4 CSR 240-20 .090(4) provides that the Staff "shall submit a

recommendation regarding its examination and anal sis to the Commission not later than thirt

(30) da s after the electric utilit files its tariff schedules to adjust its FAC rates ." Staff must

determine if KCP&L - GMO's proposed adjustment to the FAC is in accordance ith 4 CSR

240-20.090, §386 .266 RSMo, and the "FAC mechanism established in the most recent general

rate proceeding ." Id.

3. In the attached Memorandum (Appendix A), the Staff recommends that the

Commission issue an interim rate adjustment order appro ing KCP&L - GMO's Tariff Sheet,

P .S .C . MO. No. 1, 3`d Re ised Sheet 127 Canceling 2" d Re ised Sheet No . 127, as filed on
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December 30, 2008, and substituted on Januar 22, 2009, and corrected on Januar 23, 2009 to

become effecti e on March 1, 2009, subject to true-up and prudence re ie s .

4 . KCP&L - GMO's requested adjustment is based on an accumulation period (of

eligible costs subject to subsequent reco er from or refund to customers) June 1, 2008 through

No ember 30, 2008 .

5 . Commission Rule 4 CSR 240-3 .161(6) requires each electric utilit ith a fuel

adjustment clause to submit a Sur eillance Monitoring Report. Commission Rule 4 CSR 240-

20.090(10) states that a utilit shall submit the Sur eillance Monitoring Reports ithin 15 da s

of the utilit 's submission of its 10-Q and 10-K reports to the U .S . Securities and Exchange

Commission. The Compan submitted this report in its June 30, 2008 filing . The Staff

Memorandum notes that these filings are to be made in accordance ith the applicable rules .

6 . The Staffs e aluation sho s KCP&L - GMO's filing is in compliance ith

§386.266 RSMo, 4 CSR 240-20 .090 and 4 CSR 240-3 .161 . The Staff recommends that the

Commission issue an interim rate adjustment order appro ing KCP&L - GMO's proposed tariff

sheet, subject to true-up and prudence re ie s .

7. KCP&L - GMO has requested that it be allo ed to forgo monthl sur eillance

reporting, as it characteri es its monthl reporting requirements to be redundant of its quarterl

reporting requirements . Staff is concerned that this request is be ond the scope of the filing

contemplated in 4 CSR 240-20.090(4) hich allo s Staff onl thirt da s for the preparation of

a recommendation regarding tariff schedules filed to adjust FAC rates . Because of this timing

consideration, Staff urges the Commission to den the compan 's request .

8 .

	

Ho e er, if the Commission does address the merits of the Compan 's request,

for the reasons described in Schedule 2 to Appendix A, Staff opposes this request, as the monthl
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reporting requirements in ol e a greater arra of data than do the quarterl reports, and pro ide

that data on a more contemporar basis than do the quarterl reports .

WHEREFORE, the Staff recommends that the Commission issue an interim rate

adjustment Order appro ing KCP&L - GMO's Tariff Sheet, P.S.C. MO . No. 1, 3`d Re ised

Sheet 127 Canceling 2" d Re ised Sheet No . 127, as filed on December 30, 2008, and substituted

on Januar 22, 2009, and corrected on Januar 23, 2009 to become effecti e on March 1, 2009,

subject to true-up and prudence re ie s; and den the Compan 's request to forgo monthl

sur eillance reporting .

Respectfull submitted,

/s/ Sarah Kliethermes
Sarah L. Kliethermes
Legal Counsel
Missouri Bar No. 60024

Attorne for the Staff of the
Missouri Public Ser ice Commission
P . O. Box 360
Jefferson Cit , MO 65102
(573) 751-6726 (Telephone)
(573) 751-9285 (Fax)
sarah.kliethermes@psc .mo.go

CERTIFICATE OF SERVICE

I hereb certif that copies of the foregoing ha e been mailed, hand-deli ered,
transmitted b facsimile or electronicall mailed to all counsel of record this 29` h da of Januar
2009.

/s/ Sarah Kliethermes
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MEMORANDUM

TO :

	

Missouri Public Ser ice Commission Official Case File
Case No. EO-2009-0254, File No . JE-2009-0490
KCP&L Greater Missouri Operations Compan

FROM:

	

James Watkins, Manager, Economic Anal sis, Project Coordinator
Mack McDuffe , Rate & Tariff Examiner II

/s/ James C . Watkins 1/29/09	/s/ Sarah L . Kliethermes 1/29/09	
Energ Department / Date

	

General Counsel's Office / Date

SUBJECT: Staff Recommendation for Appro al of Tariff Sheet Filed to Increase Re enues
Related to the Fuel Adjustment Clause (FAC) Pursuant to the Commission's
Report and Order from Case No . ER-2007-0004

DATE:

	

Januar 29, 2009

On December 30, 2008, Kansas Cit Po er & Light Greater Missouri Operations Compan
(KCP&L-GMO or Compan ) of Kansas Cit , Missouri, filed ith the Commission one (1) tariff
sheet bearing a proposed effecti e date of March 1, 2009 to re ise the current annual Cost
Adjustment Factor (CAF) for the areas formerl ser ed b Aquila as Aquila Net orks-MPS and
Aquila Net orks-L&P ser ice territories (lines 12 on Sheet No . 127). B means of the proposed
tariff sheet KCP&L-GMO requests an increase in the re enues it bills through its fuel adjustment
clause of $18,105,744 for the former Aquila MPS ser ice territor b increasing the CAF b
$0.0011 for Secondar and b $0.0010 for Primar for the Reco er Period of March 2009
through Februar 2010. KCP&L-GMO requests an increase in the re enues it bills through its
fuel adjustment clause of $6,112,883 for the former Aquila L&P ser ice territor b increasing
the CAF b $0.0013 for both the Secondar and Primar - these alues are the same due to
rounding . These increases result in a secondar CAF of $0.0054 and a primar CAR of $0.0052
for the former MPS ser ice territor and a secondar and primar CAF of $0 .0036 for the former
L&P ser ice territor .

On Januar 22, 2009, KCP&L-GMO filed a substitute tariff sheet to correct inad ertentl
omitted incremental costs of a project to test the burning of biofuel at the Compan 's Sible
Generating station hich included filing corrected pages to the information required b 4 CSR
240-3 .161(7). On Januar 23, 2009, KCP&L-GMO filed a substitute tariff sheet to remo e an
extra decimal point of the amount sho n for L&P's "Current period cost adjustment factor" (line
10 on Sheet No . 127) for Primar as found b the Compan .

The accumulation periods, reco er periods, and other specifications of KCP&L-GMO's
existing FAC are set out in its tariff sheets designated Original Sheet Nos . 124 through 127,
appro ed on June 29, 2007, ia the Commission's Order Granting Expedited Treatment and
Appro ing Tariff Sheets ith an effecti e date of Jul 5, 2007 . Specificall , Original Sheet No .
124 sets out KCP&L-GMO's six-month accumulation periods as June through No ember and
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December through Ma , hile the t el e-month reco er periods are set out as March through
Februar and September through August .

The information and orkpapers filed ith the re ised tariff sheets in this case include sufficient
data to calculate adjustments to the CAF based on the fuel and purchased energ costs pro ided
b KCP&L-GMO for the period of June 1, 2008 through No ember 30, 2008 .

The Commission's Energ Department Staff has re ie ed the proposed Re ised Tariff Sheet
No. 127 based on the information and orkpapers attached to the filing in conjunction ith the
calculations and details found on Tariff Sheet No . 127. The Staff also re ie ed the monthl
submission and sur eillance monitoring reports pro ided b the Compan as described in the
attached memorandum .

Staff is of the opinion that KCP&L-GMO timel filed its proposed tariff sheet and that the
proposed tariff sheet complies ith the Commission's Order in Case No . ER-2007-004 and
Commission rules 4 CSR 240-20 .090 and 4 CSR 240-3 .161 . Staff, therefore, recommends to the
Commission that it issue an order appro ing the follo ing proposed tariff sheet, as filed on
December 30, 2008, and substituted on Januar 22 and 23, 2009, to become effecti e on
March 1, 2009, as requested b KCP&L-GMO, subject to both true-up and prudence re ie s :

P .S .C.MO. No. 1
3rd Re ised Sheet No . 127 Canceling 2"d Re ised Sheet No . 127

Staff has erified that KCP&L-GMO is not delinquent on an assessment or the filing of its
annual report. Staff is not a are of an other matter pending before the Commission that affects
or is affected b this tariff filing . KCP&L-GMO's current rate case ill ha e no effect on this
filing .
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MEMORANDUM

TO:

	

Mack McDuffe

FROM :

	

Matt Barnes, Da id Roos

SUBJECT: KCP&L - GMO FAC Tariff, Tariff Filing No . JE-
2009-0490, Case No . EO-2009-0254

DATE:

	

Januar 23, 2009

On December 30, 2008 KCP&L Greater Missouri Operations Compan , (KCPL - GMO)
(formerl kno n as Aquila, Inc .) filed an updated fuel adjustment clause (FAC) tariff
filing in compliance ith the FAC Rule hich describes the manner KCPL - GMO is to
calculate the Cost Adjustment Factor (CAF) for the next six months . Included in the
current filing are the proposed tariff pages, the testimon of Tim Rush of GMO, and
accompan ing orkpapers .

The procedure for the calculation of the CAF is set out in Sheets 124-126 of GMO Tariff
No . 1 .

We ha e re ie ed the pro ided numbers and mathematical calculations ithin the
current tariff filing on proposed 3` d Re ised Sheet 127 . The calculations satisf the
standards set forth ithin Sheets 124-126 of the tariff .

Please note that there is an amount of interest added bet een line 6 "Second Interim
Total b Voltage Le el", and line 8, "Fuel Adjustment Clause" for both Primar and
Secondar customers in both the areas formerl ser ed b Aquila d/b/a Aquila Net orks
- L&P and Aquila Net orks - MPS that is described in paragraph 5 under the heading
"application" on Original Sheet 124 . The amount of this interest does not appear in 3 rd
re ised Sheet 127 but is described in the orkpapers .

KCPL - GMO is current on its submission of its Sur eillance Monitoring reports as
required in 4 CSR 240-20 .090(10) and its monthl reports as required b 4 CSR 240-
3 .161(5) .
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TO:

	

Mack McDuffe
James Watkins

FROM:

	

Mark Oligschlaeger, Utilit Regulator Auditor V, Auditing Department

SUBJECT: Staff Recommendation Concerning KCP&L - GMO Request to Terminate
Monthl Sur eillance Submissions ; Case No. EO-2009-0254

DATE:

	

Januar 29, 2009

On December 30, 2008, as part of its request in Case No . EO-2009-0254 to adjust its
appro ed Fuel Adjustment Clause (FAC) rates, KCP&L - Greater Missouri Operations
Compan (KCP&L - GMO, or Compan ) also requested that the Compan be allo ed to
forego pro ision of its monthl sur eillance reports to the Commission Staff. (KCP&L -
GMO is the ne name of Aquila, Inc . hich formerl pro ided electric ser ice in t o
different areas of Missouri as Aquila Net orks-MPS and Aquila Net orks-L&P; Great
Plains Energ (GPE), hich also o ns Kansas Cit Po er & Light Compan (KCP&L),
acquired Aquila, Inc. in 2008 .) The Auditing Department as asked b Ms. Lena Mantle
of the Commission's Energ Department, Operations Di ision, to respond to this specific
request b the Compan .

As a first matter, the Staff opposes the Compan 's attempt to interject issues not directl
germane to FAC concerns in an FAC rate adjustment proceeding, such as monthl
sur eillance reporting requirements . The Commission rule go erning processing of FAC
rate adjustments, 4 CSR 240-20 .090 requires action on the part of the Staff and other
parties in this t pe of docket in a er accelerated manner . For this reason, non-related
matters such monthl sur eillance concerns should be handled in other regulator
forums. Ho e er, if the Commission decides to rule on this request in the context of this
FAC proceeding, the Staffs recommendation on this request follo s .

Based upon the direct testimon of Compan itness Timoth M. Rush filed earlier in
this proceeding, KCP&L - GMO's request is based upon its assertion that the FAC
quarterl sur eillance reporting requirements under 4 CSR 240-3 .161(6) and 4 CSR 240-
20.090(10)(A) makes separate submission of monthl sur eillance reports "redundant ."
Mr. Rush further states that the quarterl FAC sur eillance report "contains the same
information as the monthl report." As discussed belo , Staff does not find the report
contents to be redundant, and recommends the Commission require the continuation of
the monthl reporting requirement .

As referenced b Mr. Rush in his testimon , the receipt of monthl sur eillance
submissions from KCP&L - GMO and its predecessor companies date back to the 1970s .

MEMORANDUM
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The purpose of these reports has been to allo the Staff and the Commission a near-
contemporaneous ie of a utilit 's earnings and general financial situation, through the
pro ision of financial information in sufficient detail to allo calculation of standard
earnings and other financial ratios . The Commission's Report and Order in Case No .
EM-2000-292, appro ing the merger of UtiliCorp United Inc . (UtiliCorp) and St . Joseph
Light & Po er Compan , required both the MPS and L&P di isions of UtiliCorp United
Inc . to continue filing separate sur eillance reports . (UtiliCorp as later re-named
Aquila, Inc .) .

In the context of the Commission promulgating certain rules to go ern operation of the
FACs no allo ed for Missouri electric utilities under state la , the parties to those
rulemakings negotiated, and the Commission adopted, a requirement that electric utilities
granted a FAC must pro ide to the Commission and interested parties a quarterl
sureillance report containing certain financial information . The Commission Staff as
one of the parties in ol ed in negotiation of the requirement for quarterl FAC
sureillance reports, and it as ne er intended or expressed b the Staff as part of that
process that the FAC sur eillance reports ould or should substitute for the pre-existing
sureillance submissions b electric utilities . While there are some similarities in the
information pro ided to the Commission Staff ia the monthl reports and the quarterl
FAC reports, there are also material differences hich ill be explained in further detail
belo . For this reason, the Auditing Department strongl disputes the Compan 's
characteri ation that there is "no difference" bet een the content of the monthl and
quarterl reports, or that the quarterl submissions make the monthl reports
"redundant."

The monthl sureillance reports pro ide the Staff ith information be ond that called
for in the quarterl FAC reports to allo for calculation of financial ratios helpful in
assessing a utilit 's ongoing o erall financial/earnings position . As an example, utilities
pro ide certain information as part of their monthl sureillance that is necessar to
calculate pre-tax interest co erage ratios, an important measurement of utilit financial
health . Such information is not required under the quarterl FAC reporting requirements .

Gi en the material differences in the monthl and quarterl FAC sureillance reports
discussed abo e, the Auditing Department recommends that KCP&L - GMO's request to
terminate monthl sur eillance reports be denied . The Staff ould note that it is al a s

illing to enter into informal discussions ith utilities concerning alternati e approaches
to sureillance reporting requirements, if the companies ha e suggestions or ideas on that
topic .

In a related matter, beginning in late 2008, after KCP&L began pro iding all operating
serices to KCP&L-GMO, KCP&L - GMO began pro iding monthl sureillance
submissions to the Staff that onl pro ided the same information as pro ided in quarterl
FAC sur eillance reports, not all the information pre iousl pro ided to the Staff in the
monthl reports. The Compan neither consulted nor informed the Staff of this reduced
content before instituting it, or at an time since. The Staff intends to further address its
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concerns regarding KCPL - GMO's current pro ision of monthl sur eillance
information in other regulator forums, as appropriate .
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BEFORE THE PUBLIC SERVICE COMMISSION

OF THE STATE OF MISSOURI

AFFIDAVIT OF JAMES C. WATKINS -

STATE OF MISSOURI )
ss

COUNTY. OF COLE

	

)

James C. Watkins, of la ful age, on oath states : that he has participated in the preparation
of the foregoing Staff Recommendation; that he has kno ledge of the matters set forth in such
recommendation; and that such matters are true to the best of his kno ledge and belief
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,d1.111 / ii2i%

Subscribed and s orn to before me this	29th da

of Januar

, 2009.

ROSEMARY R. ROBINSON
Notar
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