
) 
) 
) 

& Light Company CltCPL) 

reflecting (i) Revited Rate Schedule1 of Increased Steam 

Service ~··b·~· (ii) as an alternative thereto, Phase-In Rate Schedules 

Increased Steam Service Rates, (iii) a Convermion Schedule dividing 

I.CPL's steam service territory into various distribution areas and 

assigning a date certain to each area when steam service from Grand 

Avenue Station will no longer be required to be provided, and 

(iv) Revised General Rules and Regulations Applying to Steam Service. 

On August 25, 1986, the Commission issued its Suspension Order and 

Notice of Proceedings wherein it suspended the filed tariffs to May 1, 

1987, scheduled proceedings and filing deadlines in this matter, and 

stated other procedural requirements. 

On September 26, 1986, KCPL filed its direct testimony and 

supporting schedules. The Commission Staff's prepared testimony was 

filed on February 23 and 24, 1987. On February 23~ 1987, the prepared 

testimony of Randy J. Lennan was filed on behalf of KPL Gas Service 

Company (KPL) and on February 23, the testimony of Albert P. Mauro was 

filed on behalf of Intervenors Boatmen's Bank et al., (the Intervenor 

Group). 

On Monday, March 23, 1987 , the prehearing conference was 

convened. The following parties were represented by counsel and 

participated in part or all of the prehearin& conference: KCPL. 

Staff • Public Counsel, UL Gas Service. State of Missouri, Jackson 

County, City of ~a City. and the In~ Group. Following is a 

clel~tion of areas of qren:eot ~ nrtD& dle prebearioc 

---1111111. I _ 
......... «q-f'-1'3? 
ns k '& n'r 



to 

to forth the total 

amount or value each party'a case a1 well as the individual con-

amounts or value1 associated with each party's total recommen­

dation for expenses, revenues, and rate base. (P. 8). To the extent 

that dollar values are associated with each issue or recommendation, 

they are stated in the text of the Hearing Memorandum. To the extent 

possible, the Company and Staff have worked toward resolution of 

number differences, so there should be no major reconciliation 

problems in this docket. 

The Suspension Order also required preparation of a draft 

Exhibit List; such a list is attached to this Hearing Memorandum, but 

will be subject to change for filing of rebuttal and surrebuttal 

testimony. Staff has provided a tentative listing of witnesses who 

will likely file rebuttal testimony, but reserves the right to file 

rebuttal testimony of additional witnesses or refrain from filing 

rebuttal as listed. 

TERMINATION OF STEAM D!STRIBUT.!.Q!_§ERVICE 

A. KCPL Position 

KCPL believes that regulated central station steam distri­

bution service in downtown Kansas City is not economically viable. 

whether the service is provided by KCPL or another entity. It is thus 

KCPL's position that a sale of the syst~ would not make the system 

viable. 

KCPL's Douftt~ Steaa Plan esseDtlally provides for 

the puet.a~t steaa fr~ Grand A~ 
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beattna wstot:MX' 

watot:Mr cbooaea baatin& equip•nt, and it :h more 

than correspondina boUer. the watomer Wit in that 

case reiaburse lCPL for the difference in the capital cost. KCPL will 

att81Bpt to accommodate, to the extent practicable, each customer's 

convereion situation as the phase-out progreues, but believes that 

there wet be a date certain for complete termination of steam distri­

bution service. 

The Plan provides that KCPL will own, install, and maintain 

the electric steam boilers, and those customers will continue to be 

steam customers served under the applicable steam service tariffs. 

KCPL will own and install the all-electric space heating equipment, 

and the customers will be responsible for maintenance. Although 

ownership of the boilers and electric space heating equipment will 

pass to the customers at December 31, 1995, the customers have· the 

option of earlier purchase of the boilers or electric space heating 

equipment at its depreciated original cost. After December 31, 1995, 

all customers having on-site equipment (whether boilers or all­

electric beating equipment) will become electric customers of KCPL and 

will be served under the applicable electric service tariffs. The 

Plan provides that KCPL will continue to offer building energy use 

studies at the facilities of each steam customer, to determine the 

appropriate sizing of the on-site equipment. 

XCPL believes that it has properly devoted the necessary 

amount of management attention and control to its steaa operations. 

XCPL believes that it devoted adequate and appropriate 

attention to current and potential steU!l customers. KCPL provi.ded 

information on its SteU!l eDerU optle& to ~enti.al cuatcmers ia the 

dowatmm area served b7 its s~ operat~ .. and also perf~ rate 



that • s pt:oposal to phase out and 

distt:ict heating •Y•tem in downtown 1Can1uua City 

be ~:ejected by the Comminion. The Commission should not 

diacoatinuaace of thia regulated utility service until the 

C~y bas made a clear showing that th~ service is no longer viable 

and the public convenience and necessity does not require its contin­

uation. KCPL has not made a clear showing regarding the viability of 

this system, and did not fully investigate and evaluate available 

alternatives to discontinuance of the central system, including its 

refusal to pursue sale of the system to another entity and failure to 

consider natural gas as an alternative for its steam customers. KCPL 

has not provided an adequate reason for its refusal to consider sale 

of the system. 

The Company's plan to provide electric boilers or space 

heating equipment to the steam customers is inappropriate because it 

violates the Commission's rule on promotional practices (4 CSR 240-14) 

and masks the true cost to its steam customers of conversion to 

electric heating. This plan, absent the Company's offer to bear the 

upfront capital costs and O&M costs of conversion, is actually the 

most costly alternative for the customer when compared to the cost of 

central steam. 

In addition, it is Staff's position that KCPL has not made 

an effort to market steam utility service; on i.ts downtown steaa loop. 

Although KCPL has improved the condition of ita steaa system during 

the 1980's, Staff contends that it contiDDed to market steaa heat as a 

secondary alternative to electric heat:. 1\irt:Ml:', St:aff belie~ KCPL 



to 

th~ <~nd maint~nanc~ of 

F~ather8tone (Staff) - Direct, Rebuttal 
Dahlen (Staff) - Direct 
Mill~r (Staff) - Direct 
Fuller (Staff) - Direct 
Oligschlaeger (Staff) - Direct, Rebuttal 
Haskamp (Staff) - Direct 
Cox (Staff) - Direct 
Bernsen (Staff) - Direct 
Tooey (Staff) - Direct 

C. State of Missouri Position 

If the Commission authorizes termination of KCPL 1 s central 

station steam distribution service, any phase-out/conversion plan must 

afford steam service customers adequate time to make informed choices 

from among the various alternative heating sources and to implement 

such decisions. Further, such conversion plan should not discriminate 

between steam customers as regards the dates at which they must incur 

capital costs and other expenses associated with their conversion to 

another heating source. KCPL should be reguil.·ed to accommodate ('!lot 

merely "attempt to accommodate, to the extent practicable") each 

customer 1 s conversion situation so long as .such conversion is fully 

completed by the date established for complete termination of the 

steam distribution system. 

D. Jackson County Position 

Jackson County is in agreement with Staff's position. 

Jackson County believes that ltCPL has "demarketed" steam 

service for years in an effort to attract electric beatina customers, 

since it has the &lut of electricity. By tmaa&in& in unlawful 

discriminatory proaotional practictls. U: is seeld.a& to erode the 



of 

ateam and abo ~mpporta the provision of electric 

or apace heating equipment. It should be noted, however, that 

the Intervenor Group's support for these a1pects of the KCPL proposal 

doelf> not necessarily mean that the Intervenor Group would opt for 

electric equipment. Rather, the support reflects the Intervenor 

Group's attitude, in principle, that discontinuance of the steam 

system is warranted under the circumstances and that KCPL's conversion 

plan is equitable. 

Witness: Mauro (Intervenor Group) - Direct 

COMPENSATION FOR TER}1INATION 

A. Offering of Boilers 

1. KCPL Position 

KCPL believes that its offer of alternative electric boilers 

or electric space heating equipment is the most appropriate form of 

compensation to its steam customers. KCPL does not believe that its 

Plan violates the promotional practices rules of the Commission; 

however, if it is deemed to be contrary to such rules, KCPL requests 

that the Commission allow the Plan as an exception to these rules. 

KCPL • s Plan addresses a unique situation--the phllse-out of central 

station steam service. The Plan covers only existing steam heat 

customers, and is a means for these cust~rs to aaintain their steam 

service without incurring capital costs. The y~se of the Plan is 

to alleviate the financial probleas facing J:CPL • s steM~ eust0111ers u 

central station steaa di.sttiootion service is pt."ased-out. 

' 



• 

cuataa~a 

be cha~&ed ._..,..I ... r the applicable 1ae ta~iff. and tboae 
' . 

equipunt ahould be eha~··· una~ the 

aervice rate. ~CPL alao doea not oppose lPL Gas 

Service bein1 authorized (if deemed neceruuary by the Commiuion) to 

enersy audita to all steam customers comparable to those offered 

by ~CPL. KPL's present offer to install gas boilers and chillers, and 

to charge rates equivalent on a BTU basis to steam rates does not 

appear to be cost-based; in any event, it is inappropriate for the 

Commission to authorize KPL to do so outside of a KPL tariff filing 

case. Further, KCPL is not proposing to offer air conditioning 

equipment to the steam customers, and thus KPL' s proposal to offer 

chillers is inappropriate. 

Witness: Beaudoin (KCPL) -Direct 

2. KPL Position 

KPL Gas Service maintains that KCPL 's proposal to ins tall 

electric steam boilers violates the Commission's Promotional Practices 

Rule. However, if the proposal is approved, KPL Gas Service should be 

allowed to install on-site gas boilers and chillers and to charge 

rates equivalent on a BTU basis to those set by the Commission for 

KCPL steam service through 1995. Alternatively, neither KCPL nor KPL 

Gas Service should be allowed to provide equipment to customers. 

Customers in such a case would be charged the applicable gas or 

electric rate. 

Witness: Lerman (KPL) - Direct 

3. Staff Position (Proaotiooal Practice) -

It is Staff's ~sitioa that KCPL's proposal to discontinue 

steam distribution service and provide etcher electric ste.aa boilers 

or electric space heatia& ~~t CD 1:M preaiaes of its steam 

cuatoaars violatu OalidHiOI:\ ~le 4 csa 241-14.020. eatU:lecl 



or are given 

a~ electric cu1tomer~ and pay the 

rate. 

Further, Staff maintains that a plan whereby KCPL is allowed 

to provide on-site electric boilers and KPL is allowed to provide 

on-site gas boilers and chillers and charge rates equivalent on a BTU 

basis to those set by the Commission for KCPL steam service violates 4 

CSR 240-14.020. 

In the event that KPL's proposal is approved by the 

Commission, Staff believes that customers who convert to electric 

facilities should be charged the appropriate electric rate and 

customers who convert to gas facilities should be charged the 

appropriate gas rate. 

Witnesses: Ketter (Staff) -Direct, Rebuttal 
Tooey (Staff) - Rebuttal 
Haskamp (Staff) - Rebuttal 

4. Jackson County Position 

Jackson County is in agreement with Staff's position. 

Jackson County would add, however, that the offering of 

electric boilers also violates the provisions of Section 393.130 RSMo 

and the common law prohibi~ion against undue and unjust 

discrimination. 

5. Intervenor Group Position 

The Intervenor Group does not consider KCPL's proposal to be 

a violation of the Promotional h~ctices ltule nnder the circmutances 

because the affected cust~rs ~ c~rent l:CFL t:'USt~rs. and. the 

outlay of capital for alternative 



(KCPl,) ~ Direct 

2. 

It is Staff's position that the ~nergy audits conducted by 

~CPL violate 4 CSR 240-14.020. 

Witness: Ketter (Staff) - Direct 

3. Jackson County Position 

Jackson County is in agreement with Staff's 

position. 

C. Termination of System if no Boilers are Provided at Less Than Cost 

1. KCPL Position 

Should the Commission authorize steam distribution service 

to be terminated on or before December 31, 1990, KCPL commits not to 

raise base steam rates from their present levels, in order to alle­

viate to the extent within its po'<~er the economic effects of such 

termination on its steam customers. 

Witness: Beaudoin (KCPL) -Direct 

2. Staff Position 

Staff does not object to the freezing of steam base rates at 

their current level in the event the Commission authorizes steam 

service to be terminated on or before December 31, 1990. 

Witness: Featherstone (Staff) 

3. Jackson County Position 

Jackson County's position is iu ~re~t with Staff's 

positioe. 

4. Int~~r Grcup ~it.ion 

~ Int~rve~ oppo~ &i;.'!;' rate iDle~~. 



of 

wa~ calculated on a traditional 

ba•16 for an onsotns buatne~~. A~ a re•ult of 

Staff bas revised it~ calculation to 

at the mid-point rate of return. For the sole purpose 

ot arriving at a negotiated dollar value, KCPL and Staff stipulate 

that KCPL's steam beat revenue deficiency, based on a traditional 

revenue requirement basis for an ongoing business is $3,237,728. 

Neither KCPL nor Staff shall by this stipulation be deemed to have 

approved or acquiesced to any ratemaking principle, valuation 

method or cost of service method. Staff continues to recommend no 

rate increase for steam service for the reasons stated in the 

Direct Testimony of Staff Witness Featherstone and summarized 

below. 

B. Three scenarios for rates 

1. If KCPL's.Plan is rejected 

a) KCPL Position 

Should KCPL not be authorized to terminate steam 

distribution service, KCPL will continue to operate its system, 

and proposes that the $3.2 million rever.me deficiency immediately 

be reflected in steam rates. 

Witness: Beaudoin (KCPL) - Direct 

b) Staff Position 

In the event the ComEission adopts Staff's 

recommendation that KCPL's Plan should be rejected, Staff 

recommends that the Commission adwise the Company of the 

conditions under which discontinuance of steam utility service 

would b@ perm ttsd iacl'!idtq: P'lirs'IIU of t11als of the system. aad 

~~ st:ssm ntem. If t~ ~-u~ ~J~t• !tH ~i!!IJ'Ita•'l' 

~t ,_ndt• t~ hU $3.~ &UUO!i!! 



Wit~~•a r~~th~r~tone 

c) 

Jaek$on County is in agre~ment with Staff's position. 

Intervenor Group Position 

The Intervenor Group opposes a rate increase. 

2. If KCPL's Plan is accepted and the Company is authorized to 

phase out steam service and offer boilers 

a) KCPL Position 

KCPL proposes that in this event the $3.2 million revenue 

deficiency be phased into rates 

increments of 13.5% each, with 

recovery. 

in four equal percentage annual 

no deferral or carrying charge 

Witness: Beaudoin (KCPL) -Direct 

b) Staff Position 

Staff recommends that the Commission reject the traditional 

revenue requirement increase (with phase-in) recommended by the 

Company since traditional ratemaking calculations are not appropriate 

for an entity that is in the process of discontinuing operation. 

Rates should be set to reflect the fact that steam utility operations 

are not an ongoing concern and permit only reco"'l'ery of prudent out­

of-pocket expenses required to continue safe and adequate service or 

set at a level which would maximize the Company's net income from the 

system or minimize net losses for the remainder of the phase-out 

period. The Commission should require KCPL to come forth with infor-

mation and analysis showing the appropriate rates to be charged during 

the phase-out period. 

Witness: Featherstone {Staff) - Direct 

c) Jackson County Position 

Jackson Couaty's p<~aiUon ia in agr~t wich Staff's 
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end Ot'du at 

llltdf hat 

Anotluu: alt~n:native uy be to set r~teij 

and ut:Ubation of a 

which uy have be~n in exittenc~ had KCPL not 

ateam and allowed the 1y1t~m to deteriorate. 

Jackaon Cou~ty would also feel obligated to appeal any 

Commi~u1ion decidon authorizing KCPL to phase-out steam service and 

offer boilen. 

d) Intervenor Group Position 

The Intervenor Group does not disagree with the Staff, but 

underscores their opposition to a rate increase. 

3. If KCPL is allowed to pbase out steam service, but not offer 

boilers 

a) KCPL Position 

KCPL commits not to raise base steam rates from their 

present levels, provided that steam distribution service is authorized 

to terminate en or before December 31, 1990. 

Witness: Beaudoin (KCPL) -Direct 

b) Staff Position 

Staff's prefiled recommendation regarding rates to be 

charged if KCPL is allowed to phase-out steam service under scenario B 

above would also apply here. However, since KCPL has offered to 

freeze steam rates at their existing level for the phase-out period, 

Staff would not object to that alternative. 

Witness: Featherstone (Staff) - Direct 

c) Jackson County Position 

Ja~kson County's position is the same as under Section 

B.2.c) s~ra, however. since KCPL has offered to freeze steam rates at 

their existing level for the phase-out period. Jecbon County would 

not object to such rate freeze. 



Th~ lnttu:v~not:' 

~~IU'lii~Oi'~l\lo it~ 

c. 

!C,CPL 'a Pb.n propose!!$ that cumtomen who choose electric 

boilers be charged steam service rates; however, KCPL does not object 

to the Commission specifying that these customers be charged the 

applicable electric rate. 

Witness: Beaudoin (KCPL) - Direct 

2. Staff Position 

It is Staff's position that customers who purchase or are 

given electric boilers should be treated as electric customers and pay 

the appropriate electric rate. 

Witness: Ketter (Staff) -Direct, Rebuttal 

3. Jackson County Position 

Jackson County is in agreement with Staff's position that 

customers with electric boilers should pay the appropriate electric 

rate. Those customers who have been given electric boilers should be 

given the opportunity to reconnect to the steam system at no charge to 

such customers. 

4. Intervenor Group Position 

The Intervenor Group favors the lowest possible rates. 

A. Rates tc be Applied 

1. KCPL Position 

TEST BOILERS 

KCPL has charged these customers under the steam service 

rates; however, if the Commission does not approve the termination of 

steam distribution service and the offer of electric boilers. KCPL 

does not oppose the Coaaiuion sp0cifying that these cutomers be 

the applicable electric rate. S~ld the ~saion approve 

the Plan. Ktn•s b as state4 in S.ction 2 a~. 

Witness: B~in {u:Pl..) - Direct: 



~lecui~ boill!il'lc :bu~tdbd on thdr 

ob~tl'ic l!:Ote, 

l. 

It b Jockaon County'" podtion th11t •team customers who 

hove had eloctric boilers installed on their pr~mises should be given 

an option to purchase the boilers or reconnect to the steam system. 

If they elect to purchase the boilers, they should be charged electric 

rates retroactively to the date such boilers became operational in 

order to avoid undue discrimination under Section 393.130 RSMo. If 

they elect to be reconnected to the steam distribution system, they 

should continue to be charged steam rates. They are innocent victims 

of KCPL's scheme to sell excess electricity and should not have to pay 

for KCPL' s mistakes. Their election to be reconnected to the steam 

distribution system would evidence that their intent all along was to 

be steam customers. 

4. Intervenor Group Position 

The Intervenor Group favors the lowest possible rates. 

B. Purchase of boilers/removal of boilers and reconnection to steam 

system 

1. KCPL Position 

KCPL does not believe that its provision of test boilers 

violates the Commission's promotional practices rules; the customers 

paid exactly the same rates under the same schedules both before and 

after the boilers were installed. Should the Commission find that the 

provision of test boilers are a prohibited promotional practice, KCPL 

will offer to either sell the boilers to the customers or to reconnect 

the customers to the steam dbtributi<m system (auuming that the 

C~ission doea not authorize tennnati.on of t:be system). 

Witness: haudoi.n UtCPL) - Dir&4.:t: 



teat ball~r~ an th~ 

•nn•nm,n~'m Canv~r~ian Plan the~e cu®tom~rs should be ~fforded 

af purch~~ing the boiler. 

Witueu: Ketter (Staff) - Direct, Rebuttal 

3. Jackson County Position 

Jackson County has stated its position under Section A.3. 

supra. It would add, however, that reconnection to the steam 

distribution system should be an option, whether or not the Commission 

authorizes termination of the system. 

POSITION OF PUBLIC COUNSEL 

The Public Counsel supports the position of the Commission 

Staff in this proceeding. 

POSITION OF INTERVENOR KANSAS CITY, MISSOURI 

Intervenor Kansas City, Missouri supports the Commission 

Staff in all respects in the instant proceeding. 

~hftlish 
~~t~ff ttorney 

Kansas City Power & Light Co. 
1330 Baltimore Avenue 
Kansas City, Missouri 64105 

~ Ad:ornef 
KPL Gas Service 
818 Kansas Avenue 
Topeka, Kansas 66601 

Respectfully submitted, 

Nary An' 
Deputy 
Attorney for the Staff of the 
Missouri Public Service Commission 
P.O. Box 360 
Jefferson City. Missouri 65102 

aro Je _ 
Assistant P lie Counsel 
Office of P\1blic Counsel 
P.O. Box 7800 
Jefferson City. Missouri 65102 
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lCPL Dinct 
l~audoin - Dir~ct 
Man~cina - Diract 
Griiibam - Direct 

*De Stefano - Direct 
*Kite - Direct (KCPL) 
*C~ttron - Direct (KCPL) 
*Liberda - Direct (KCPL) 

*Brandel - Direct (Staff) 

*Kuensting - Direct (Staff) 

*White - Direct (Staff) 

*Staff Accounting Schedules 

Featherstone - Direct (Staff) 

Featherstone - Rebuttal (Staff) 

Dahlen - Direct (Staff) 

Miller - Direct (Staff) 

Fuller - Direct (Staff} 

Oligschlaeger - Direct (Staff) 

Oligschlaeger -
Schedules (Staff) 

Oligschlaeger -
Rebuttal (Staff) 

Tooey - Direct (Staff) 

Tooey - Rebuttal (Staff) 

Haskamp - Direct (Staff) 

Haskamp - Rebuttal (Staff) 

Cox - Direct (Staff) 

Bernsen - Direct (Staff) 

Ketter - Direct (Staff) 

Ketter - Rebut~l (St~ff) 

Lennan - Direct (IPL) 

Mauro - Direct (Int.) 

*IOL ad Staff 
into t:h~ ~ord 

to a~~a~ of thue 
to Wiiili~ c~~-~~a&U.ou 

vitDaN~• a~U~l 



Wednesday, 
April 8 

Thursday, 
April 9 

Friday, 
April 10 

Monday, 
April 13 

Tuesday, 
April 14 

Termination Issues (continued) 

Termination Issues (continued) 

Termination Issues (continued) 
*Compensation Issues 

*Test Boilers 

*Rate Issues 

. 

Mandacina (KCPL) 
Graham (KCPL) 
Featherstone (Staff) 

Dahlen (Staff) 
Miller (Staff) 
Fuller (Staff) 

Oligsch1aeger (Staff) 
Tooey (Staff) 
Haskamp (Staff) 
Cox (Staff) 

Bernsen (Staff) 
Beaudoin (KCPL) 
Ketter (Staff) 
Dahlen (Staff) 
Featherstone (Staff) 
Haskamp (Staff) 
Tooey (Staff) 
Lennan (KCPL) 
Mauro (Int.) 

Graham (KCPL) 
Ketter (Staff) 

Beaudoin (KCPL) 
Featherstone (Staff) 
Ketter (Staff) 

*Cross examination of witnesses may be combined on these issues. 


