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DATA REQUEST– Set  MPSC_20080924   
Case:  ER-2009-0090 

Date of Response:   10/16/2008 
Information Provided By:  John Weisensee 

 Requested by:  Hyneman Chuck 

Question No. : 0135 
1. For the period 2002 through current date, please provide a copy of all analyses, work
papers, reports, communications, etc. related to the decision not to write down the
recorded asset value for the Crossroads facility. 2. Did Aquila's outside auditors support
Aquila's management decisions not to write down the value of the Crossroads facility on
its books and records for the period 2002 through the current date? If not, please explain.
3. Please provide a copy of any and all correspondence between Aquila's outside auditors
and its management or board of directors concerning a potential write down of the
recorded asset value of the Crossroads facility.

Response:  
1. Please see for the fiscal periods ending December 31, 2003 through 2007 the memo

documenting the analysis of FAS 144 Accounting for the Impairment or Disposal of
Long-Lived Assets.  The memo documentation is attached in the following files:

 Q0135 FAS 144 2003
 Q0135 FAS 144 2004
 Q0135 FAS 144 2005
 Q0135 FAS 144 2006
 Q0135 FAS 144 2007

2. Yes.  The outside auditors were in agreement.

3. Please see for the fiscal periods ending December 31, 2003 through 2007 the
Management Representation Letters sent to Aquila, Inc.’s outside auditors, KPMG,
indicating that according to FAS 144 no asset impairment was necessary on the
Crossroads Energy Center.  The Management Representation Letters are in the
following files:

 Q0135 2003 MRL
 Q0135 2004 MRL
 Q0135 2005 MRL
 Q0135 2006 MRL
 Q0135 2007 MRL

In addition, please see the attached file titled “Q0135 Feb 2008 Audit Comm 
Rep” which contains the cover page and page 13 of the Audit Committee report 
which details no impairment required for the Crossroads Energy Center.   
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Attachments:  See list below: 
 Q0135 FAS 144 2003
 Q0135 FAS 144 2004
 Q0135 FAS 144 2005
 Q0135 FAS 144 2006
 Q0135 FAS 144 2007
 Q0135 2003 MRL
 Q0135 2004 MRL
 Q0135 2005 MRL
 Q0135 2006 MRL
 Q0135 2007 MRL
 Q0135 Feb 2008 Feb 2008 Audit Comm Rep

Response by:  Ron Klote and Mark Foltz 
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FAS 144: Accounting for the Impairment or Disposal of Long-Lived Assets 

Crossroads Energy Center 

Period Ending December 31, 2007 

Date: January 3, 2008 

From: Mike Meyer, Director Accounting Services 

In accordance with generally accepted accounting principles and FAS 144.8, “a long-lived asset shall be 
tested for recoverability whenever events or changes in circumstances indicate that its carrying amount may 
not be recoverable”.   

Aquila last tested the recoverability of the Crossroads Energy Center (Crossroads) for the period ending 
December 31, 2006, in accordance with FAS 144.16-21 Estimates of Future Cash Flows Used to Test a 
Long-Lived Asset for Recoverability.   

Since December 31, 2006, there are “no events or changes in circumstances to indicate the carrying amount 
of Crossroads may not be recoverable”. 

o Crossroads continues to generate operating and cash flow losses.  This is not a change in events or
circumstances from the prior test and assumptions.

o An analysis regarding potential changes in the market price of Crossroads was completed indicating
favorable changes since December 31, 2006.  The analysis was limited to the percentage change in
Implied Heat Rate (from 2006 to 2007).

o Implied Heat Rate = Average Power Price / Gas Price
 Power Price = SERC-Entergy On-Peak and Off-Peak as published at www.cera.com
 Gas Price = Real Henry Hub as published at www.cera.com
 Higher Power Price / Lower Gas Price = Higher Potential Value

o % Change X 2006 Gross Margin = 2007 Forecasted Gross Margin
 2005 Gross Margin determined by an in-house risk valuation and www.cera.com prices
 2006 based on 2005 Gross Margin X 2006 % change in Implied Heat Rate

o Management continues to evaluate options for Crossroads.  However, there are currently no plans to sell
or otherwise dispose of this asset before the end of its estimated useful life.

Given these events and circumstances, there is no indication that (1) a test is required or (2) the carrying 
amount may not be recoverable. 

cc:  Beth Armstrong, Mark Foltz 
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FAS 144.8 - A long-lived asset shall be tested for recoverability whenever events or changes in 
circumstances indicate that its carrying amount may not be recoverable. The following are examples 
of such events or changes in circumstances: 

144.8.a - A significant decrease in the market price of a long-lived asset. 

FALSE - Market prices have actually improved during 2006 with gas prices falling and power prices rising. 

144.8.b - A significant adverse change in the extent or manner in which a long-lived asset is being used or 
in its physical condition. 

FALSE - Crossroads was constructed for generating electricity during peak demand times at market based 
rates and no impairments exist in its physical condition. 

144.8.c - A significant adverse change in the legal factors or in the business climate that could affect the 
value of a long-lived asset, including an adverse action or assessment by a regulator. 

FALSE - The business climate has not significantly changed since 12/31/04. 

144.8.d - An accumulation of costs significantly in excess of the amount originally expected for the 
acquisition or construction of a long-lived asset. 

FALSE - The construction costs for the peaking plants did not significantly exceed the planned amounts. 

144.8.e - A current-period operating or cash flow loss combined with a history of operating or cash flow 
losses or a projection or forecast that demonstrates continuing losses associated with the use of a long-lived 
asset. 

TRUE - Due to market conditions, the prohibitive historical cost of natural gas, and potential transmission 
constraints, this facility has been unable to produce sufficient profit to cover the idle operating and 
maintenance costs.  It is forecasted that these losses will continue for the next few years. 

144.8.f – A current expectation that, more likely than not, a long-lived asset will be sold or otherwise 
disposed of significantly before the end of its previously estimated life.   

FALSE – Although management continues to look for options related to this asset, there are currently no 
plans to sale or otherwise dispose of it. 

FAS 144.16-21 Estimates of Future Cash Flows Used to Test a Long-Lived Asset for Recoverability.  

144.16 - Estimates of future cash flows used to test the recoverability of a long-lived asset shall include 
only the future cash flows (cash inflows less associated cash outflows) that are directly associated with and 
that are expected to arise as a direct result of the use and eventual disposition of the asset.  Those estimates 
shall exclude interest charges that will be recognized as an expense when incurred. 
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144.30 - A long-lived asset to be sold shall be classified as held for sale in the period in which ALL of 
the following criteria are met: 

144.30.a - Management, having the authority to approve the action, commits to a plan to sell the asset. 

FALSE – Management has not committed to such a plan. 

144.30.b - The asset is available for immediate sale in its present condition subject to terms that are usual 
and customary for sales of such assets. 

TRUE - Subject only to customary regulatory approvals. 

144.30.c - An active program to locate a buyer and other actions required to complete the plan to sale the 
asset have been initiated. 

FALSE - Although management continues to look for options related to this asset, there are currently no 
active programs in place to locate a buyer for it. 

144.30.d - The sale of the asset is probable, and transfer of the asset is expected to qualify for recognition 
as a completed sale, within one year, except as permitted. 

FALSE – The sale probability is unknown since management has not committed to a plan to sell. 

144.30.e - The asset is being actively marketed for sale at a price that is reasonable in relation to its current 
fair value. 

FALSE - Although management continues to look for options related to this asset, there are currently no 
active programs in place to locate a buyer for it. 

144.30.f - Actions required to complete the plan indicate that it is unlikely that significant changes to the 
plan will be made or the plan will be withdrawn. 

FALSE - Management has not committed to a plan to sale. 
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Crossroads Energy Center
FAS 144 "What-If Tested" Analysis

Heat Rate Gross Operating Future Weighted
$-Thousands Change Margin Expense Cash Flow % Total
As of 12/31/07
Mercury Rising 14.0% 975,399$       118,224$       857,175$       30.0% 257,153$       
Global Fissures 1.5% 392,144        118,224  273,920  30.0% 82,176     
Asian Phoenix -7.1% 304,044        118,224  185,820  30.0% 55,746     
Sale Value (MW x $/MW) 340   148   50,177    10.0% 5,018       
Average Future Cash Flow 2.5% 417,982        88,705    341,773  100% 400,092   
Book Value 112,204   
Coverage (Below 1.0x = Potential Impairment) 3.57x

As of 12/31/06
Mercury Rising 849,629$       125,128$       724,502$       22.5% 163,013$       
Technology (Dropped) 607,035        125,128  481,907  22.5% 108,429   
Global Fissures 382,770        125,128  257,643  22.5% 57,970     
Asian Phoenix 325,289        125,128  200,161  22.5% 45,036     
Sale Value (MW x $/MW) 340   148     50,177    10.0% 5,018       
Average Future Cash Flow 433,013        100,132  342,878  100% 379,466   
Book Value 118,855   
Coverage (Below 1.0x = Potential Impairment) 3.19x

Average Peaker Plant Asset Sales
Buyer Seller Facility MW Proceeds $/MW
Ameren Aquila Goose 510   105,000$       206$        
Ameren Aquila Raccoon 340   70,000     206    
Bukeye Power DPL Greenville 200   49,200     246    
American Electric Power DPL Darby 450  102,000   227    
Average 375   81,550     221    
Crossroads Transmission Constraint Estimated Adjustment 340   (25,000)         (74)     
Adjusted Average 148$        
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