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M E M O R A N D U M

TO:

Missouri Public Service Commission Official Case File

Case No.  EO-2003-0527, KCPL Authority to Sell Real Property

FROM:
Jim Ketter,  Energy Department

/s/Jim Ketter     6/19/03

        
/s/ Steven Dottheim    06/19/03

Energy Department/Date                       
General Counsel’s Office/Date

SUBJECT:
Staff Recommendation

DATE:

June 18, 2003

SUMMARY OF REQUEST

On May 30, 2003, Kansas City Power & Light Company (KCPL) filed an APPLICATION AND MOTION FOR EXPEDITED TREATMENT  regarding the pending sale of property at KCPL’s Johnson County Service Center (Service Center).  The Service Center is located at 8730 Nieman Road, Overland Park, Kansas.  KCPL states that the Service Center supports customers in Kansas.  The sale of a portion of the property on which the Service Center is located is brought pursuant to a road improvement project involving the City of Overland Park and the State of Kansas.  The relocation of a public street will cross through the existing KCPL facility.

Pursuant to the Commercial Real Estate Sales and Lease-Back Agreement, Exhibit 4 of the application, the sale of the property is scheduled to close on or about July 1, 2003. The sales price is $3.5 million.  The agreement allows KCPL to remain in possession of the property through April 30, 2004.  KCPL would need to complete and occupy a new facility to serve Kansas electric customers by that date.  The City of Overland Park has authorized the use of their power of eminent domain to acquire property necessary to complete this road improvement project.


KCPL states that the sale of the real property at the Service Center will not be detrimental to the public interest.  KCPL will construct a new facility to serve Kansas customers in Lenexa, Kansas, and personnel and function of the facility will be relocated to this new site.  The estimated cost of the new site and construction of a new facility is $6 million.  Sale of the land subject to this application would produce $3.5 million for a new facility.  In addition, KCPL can seek buyers of the commercial lots remaining at the site.  There is no tax impact on the State of Missouri for transfer of this Kansas property.

KCPL is requesting the Commission to (1) determine whether the Commission’s approval is necessary, and if so, (2) to approve the sale of the property to Overland Park.  KCPL is requesting expedited treatment of the application.  On June 6, 2003, an ORDER AND NOTICE was issued setting an intervention date of June 16, 2003 for those interested and wishing to intervene.  No interventions have been filed to date.  On June 16, 2003, the Commission directed the Staff and other interested parties to respond to the request for expedited treatment no later than June 18, 2003.

STAFF RECOMMENDATION
The Commission’s Energy and Auditing Departments recommend that if the Commission determines that KCPL must obtain the Commission’s approval for the sale of the property in question, then the Commission should approve the sale of the property to Overland Park as requested by KCPL.  The Commission’s Energy and Auditing Departments have determined that the property being sold by KCPL is not allocated for the provision of service to Missouri customers and Missouri customers have not provided, and are not providing, revenue in support of the property in question.  The property, which is located in the state of Kansas, provides services to KCPL’s Kansas customers and no costs of the service center are charged either directly or indirectly to Missouri jurisdictional operations.  Moreover, KCPL is substituting other property in the state of Kansas for the property that is the subject of this application.  This proposed transaction is not detrimental to the public interest.
The Commission's Auditing Department has had discussions with KCPL representatives and has determined that no costs of this transaction will be allocated to KCPL's Missouri jurisdictional operations.  The Auditing Staff will review this transaction in KCPL's next rate proceeding to verify that all costs of this transaction were charged to KCPL's Kansas operations.

Should the Commission determine that approval is necessary for the sale of the Service Center, the Staff recommends approval of the application and encourages expedited treatment so that KCPL can meet the desired schedule.  Service to electric customers of KCPL in Missouri would not be directly impacted by the sale of this property.

The Staff has conducted an on-site inspection of the Service Center and interviewed KCPL personnel concerning this application.  This location was established in the 1960’s, before commercial development moved to this area.  Today, traffic congestion in this location has increased, prompting Overland Park and the State of Kansas to proceed with this road improvement project.  KCPL reports that work hours for the Service Center have been altered to improve ingress and egress for trucks to the facility.  In addition, sale of this property will provide funds to provide a new facility that is closer to the areas where there is active new development.  The City of Overland Park is seeking 2.15 acres of the approximate 8.5 acre tract of the existing Service Center.  Sale of this portion of the property will render the site not useful for KCPL’s purposes.

KCPL has established service centers in the Kansas City Metro area to serve either its Missouri electric customers or its Kansas electric customers, but not the customers of the other state, other than in the instances noted below.  This avoids allocation of costs between the state jurisdictions.  In response to emergencies or storms, KCPL reports that crews may be dispatched from a service center across the state line, but this is on a very limited basis.

The APPLICATION AND MOTION FOR EXPEDITED TREATMENT, filed pursuant to Section 393.190 RSMo (2000), is in compliance with the provisions of 4 CSR 240-2.060, Applications, 4 CSR 240-2.080 for expedited treatment and 4 CSR 240-3.110 Applications for Authority to Sell.   Review of the internal records of the Commission indicates that KCPL has filed its electric annual report and is current on its assessment payment.  Action on this application will not affect other open cases of KCPL before this Commission.  Open cases filed by KCPL are listed below.
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