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Please state your name and business address.

My name is Timothy M. Rush. My business address is 1201 Walnut, Kansas City,
Missouri 64106.

By whom and in what capacity are you employed?

I am employed by Kansas City Power & Light Company (“KCPL” or the “Company”} as
Director, Regulatory Affairs.

Are you the same Timothy M. Rush who filed direct and rebuttal testimony in this
case?

Yes, T am.

What is the purpese of your testimony?

The purpose of my testimony is to provide the revenue deficiency level and the true-up
adjustments in this case. In Case No. EO-2005-0329 (the Experimental Regulatory Plan},
the Company, Staff and other signatories agreed to the test period to be used in this
proceeding. The test period was defined as twelve (12) months ending December 30,
2005 (initially filed with nine (9) months actual and three (3) months budget data), with
updates for known and measurable changes, as of June 30, 2006, and with a true-up
through September 30, 2006. The test period was also set out in this docket consistent
with the regulatory plan and required a filing of direct testimony on the true-up on
November 7, 2006. Additionally, I will provide additional information pertaining to
many of the adjustments made in the true-up.

Please describe KCPL’s current revenue deficiency based on the true-up through

September 30, 2006.
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The current deficiency is $55,360,000. The initial request as filed by the Company on
February 1, 2006 was $55,800,000. The amount of the increase reflected in this true-up
is based on an increase in revenue associated with an earnings deficiency $42,210,000
and an amortization amount of $13,150,000. The amortization amount is the amount
needed in addition to the earnings related revenue increase to meet certain credit metrics
as provided in the Regulatory Plan Stipulation and Agreement. These amounts are set
out in Schedule TMR — 1 (HC) and TMR — 3. TMR — 1 (HC), referred to as the Revenue
Requirements Model, or eamnings related model, before amortization, including all
adjustments to reflect the overall true-up case as of September 30, 2006. Adjustments to
reflect the overall true-up case are listed in Schedule TMR - 2 (HC). Schedule TMR -3
is the amortization and revenue needed to meet targeted ratios schedule and demonstrates
that based on the Company’s current true-up case, the overall increase is $55,360,000.
This is within $500,000 of the original request filed on February 1, 2006.

How does this compare to the reconciliation presented at the two-week hearing just
concluded?

The current revenue deficiency as provided in the true-up is consistent with the
Company’s position in the reconciliation presented during the hearings.

Would you generally describe the process you went through and the adjustments
madeA to the case that were the basis for the September 30, 2006, true-up?

Yes. First, all rate base items, both plant-in-service and non-plant rate base items, were
trued-up to the actual September 30, 2006 Missouri basis balances. The true-up also

includes a correction for an omission on the Company’s plant in service records was also



10
11
12
13
14
15
16
17
18
19
20

21

made, which is discussed later in my testimony. Second, adjustments were made to true-

up the following areas:

a.

Revenues — reflect customer growth for all jurisdictions through
September 30, 2006. This changed the sales level, system requirements,
revenues and allocation factors used throughout the case.

Off-System Sales Margin ~ reflects the current projection for non-firm off-
system sales margins based on fuel prices and availability, set at the 25th
percentile level.

Fuel and Purchased Power — reflects updated fuel prices and availability
for retail and firm wholesale load. Premiums paid to vendors for SO,
levels below the contracted amounts have been excluded. These
premiums (applicable to retail sales and net of joint partners’ shares) will
be charged to FERC Account 254 as a reduction of the regulatory liability.
This is consistent with the testimony of Company witness Ed Blunk and
Staff witness Chuck Hyneman. The method for accounting for the SO,
premiums will be submitted as a Stipulation and Agreement in this
proceeding.

Coal Inventory — reflects adjusted coal inventory level to meet updated
system requirements.

Other inventory amount, material and supplies and prepayments ~ reflect

update to a 13-month average using balances through September 30, 2006,
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Payroll - reflects current pay levels and employee complements that were

on the payroll or who had accepted a position with the Company prior to

October 1, 2006. This is discussed further in my testimony.

Payroll-related items — reflect updates to payroll taxes, employee benefits

excluding pensions, incentive compensation, L.TD, Life and AD&D

Insurance costs, and 401k costs.

Property taxes — reflect the current levies, assessed valuation and plant

additions as of September 30, 2006. In addition, the first year expense for

the contracted PILOT (payment in lieu of taxes) for the wind project is

included.

Agreements - reflect changes in the accounting for specific projects.

¢ Surface Transportation Board (STB) Litigation, L.eadership
Development (LED-LDI) project and Corporate Development
{CORPDP-KCPL) project. The cumulative project costs incurred
subsequent to January 1, 2005 will be amortized over a five-year
period beginning in January 2007.

¢ MSC0140 (costs associated with latan 2 development) and some
specific advertising costs will be included in the overall cost of the
Iatan 2 project as construction work in progress. The method for
accounting for the MSC0140 and advertising costs will be submitted
as a Stipulation and Agreement in this proceeding.

¢ Numerous expenses were excluded from the June update to reflect

agreements with the Staff on items reviewed during the audit. They
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include such areas as: advertising costs, incorrect coding where the
charges should have been charged below the line and other
miscellaneous expenses.
Bad Debt expenses — reflect the agreed-to rate of uncollectible expenses
applied to the overall revenue requirements.
Pension (FAS 87 and 88) — reflect adjustments to KCPL’s pension
expenses fo reflect the Stipulation and Agreement in Case No. EO-2005-
0329 and reflect the agreement with Staff pertaining to FAS 88 expenses.
Both of these issues will be submitted as a Stipulation and Agreement in
this proceeding.
Nuclear Decommissioning Trust — reflects the amount from KCPL’s
original filing, which reflects the change in life of the Wolf Creek Nuclear
facility from a 40 to 60 year life. The level of expenses to be assigned in
the nuclear decommissioning trust will be submitted as a Stipulation and
Agreement in this proceeding,
EEI Dues ~ reflect an agreement between KCPL and Staff to an allowable
level of EEI dues.
Rate Case Expenses — reflect actual rate case expenses through September
30, 20006, plus an estimate of the expenses expected to be incurred tlirough
the remainder of the case and corresponding amortization of such costs
over a two year period beginning in January 2007. A significant amount
of expense was incurred post September 30, 2006 including the expense

associated with the two-week hearing during October, the additional
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testimony filed after September, the true-up hearing that is scheduled later
in November, and the briefs that are required to be filed in November.
Customer Program Expenses — reflect actual costs through September
2006 and a corresponding amortization of such costs over 10 years
beginning in January 2007,

Annualized Depreciation and Amortization — reflects annualized
depreciation and amortization expense based on the actual level of plant in
service at September 30, 2006. The depreciation rates inctuded in the
Stipulation and Agreement in Case No EO-2005-0329 for the Hawthorn 5
rebuild plant were reduced to reflect a settlement award in the final
subrogation litigation.

Additional Amortization Levels — reflect the changes in the revenue
requirements model. The KCPL case now includes a level of additional
amortization associated with meeting the credit metrics. There is
agreement on how the amortization amount should be calculated which
will be submitted as a Stipulation and Agreement in this proceeding.
However, there is not agreement on the amount of amortization because
the amortization level is dependent on the Commission’s determination of
the earnings related revenue deficiency in this case. The additional
revenue related to amortization included in the Company’s true-up
presumes a Commission finding ot a $42.21 million earnings-related

revenue deficiency. Any less than the $42.21 million determination by the
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Commission of deficiency in earnings-related revenue will result in

additional amortization to meet the credit metrics.
Would you please discuss the correction for an omission on the Company’s plant-in-
service records that you previously mentioned?
Yes. While putting together the true-up and working with the Staff on its overall
review of the Spearville wind project, it was discovered that the Company had
inadvertently excluded an invoice associated with the wind project and had
overstated another amount dealing with the operations and maintenance (O&M)
building at the Spearville site. The Company informed the Staff of the
Commission of the misstatement and reflected adjustments to the plant in service
for September 30, 2008, to reflect the correct amounts. These two adjustments
increase the plant in service for the wind project by approximately $2 million.
One of the reasons for the timing of this rate case was to coincide with the addition
of over 100 MWs of wind generation built in Spearville, KS. Is the wind project
compieted and in service?
Yes. The overall wind project went into service in August and September. It was
completed several weeks ahead of schedule.
Are all of the bills associated with the project now paid?
No. The Company has remaining $972,000 to be paid. This is the final contractor
milestone payment. It was being held pending final resolution of several issues. The
issues have been resolved and final payment will be made this month. The $972,000 was

included in plant in service in the true-up. It was included because it was a liability that

the Company owed.
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Are there any other capital projects anticipated with the wind project after
September?

Yes. Several other projects will be completed in 2007 that are associated with the wind
project. One is a transmission interconnection project and another is the development of
an office facility. The Company is not seeking recovery of the costs associated with
these capital projects as a part of this true-up proceeding. These will be included in its
next rate case.

Are all of the adjustments made in the true-up filing consistent with the
Commission’s order in this proceeding and consistent with the matching principles
established in rate cases before this commission?

Yes. As set out on page 30 in the Regulatory Plan Stipulation and Agreement, the parties
agreed to true up certain items. Those items included revenues including off-system
sales, fuel prices and purchased power costs, payroll and payroll related benefits, plant-
in-service, property taxes, depreciation and other items typically included in true-up
proceedings. The Company followed those guidelines.

Have any new issues developed as a result of the_ true-up positions?

Yes. Ibelieve several issues may have occurred as a result of the true-up proceeding.
One of the issues may deal with the payroll annualization and the employee complements
used in the annualization. A second issue deals with the amount of plant to be included
in the wind project, and a third issue deals with the determination of the off-balance sheet
items associated with calculating the amortization amount,

Please explain the payroll annualization adjustment that was made for employee

complements and how it was used in the true-up?
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A typical employee payroll annualization used in setting rates looks at an employee count
at the end of the test period and uses the level of employees and their current wage and
salary levels to determine an annual payroll dollar amount. Many other items, like
overtime, pay differentials, vacations, etc. are also looked at, but essentially, the payroll
annualization is based on test period ending employee complements. Because of the
circumstances surrounding the last several months of the test period, it is not appropriate
to use this type of method. KCPL has experienced reductions in employee levels during
the year with the most significant changes occurring in April and August/September
2006. As a result, the employee levels at the end of September are temporarily far below
the employee level expected to be required in the future and what has been experienced
in the past. The Company experienced over 50 retirements in August and September.
The employee complements were more than 65 below the budget levels. The Company
had anticipated these retirements and departures, and filled many of the positions by the
end of September, but many of the new hires had not yet reported for duty. Several had
start dates beyond September 30, 2006, but had been hired prior to that date. As a result,
the payroll adjustment in the true-up includes both employees currently at the job sites
throughout the Company and employees hired, but not yet at the job sites.

Can you quantify the employee counts and how they were used in the payroll
annualization?

Yes. At the end of September, the Company had full time equivalent employees of 2110
who were at the job sites. The Company had outstanding 113 employees who had offers
extended and accepted, but had not yet reported to the job site. Five of those 113 offers

were made after September 30™. The sum of 2,110 and 113 (i.e. 2,223) was the basis for
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the payroll annualization the Company used in the true-up. These 113 employees will be
reporting at job sites throughout October and November. Since September 30", and up
through November 6™, the Company has brought on board 66 of the 113 employees, an
additional 10 employees have a specified start date, and 29 employees are pending
awaiting final clearance on the medical and background checks. Also, 8 of those
employees declined the job after they had accepted.

By including the 113 employees in the payroll annualization, do you believe that this
violates the matching principle or any other ratemaking principle?

No. Including the 113 employees in the payroll annualization simply recognizes that we
have had people leave the Company and we must replace those jobs. All of the positions
will be filled by the time the rates go into effect.

1t appears that with the current employee complements at the job sites and the
offers accepted of 113, that you exceed the budget target levels. Is this correct?

Yes. We have determined that our employee levels will exceed those initially set out in
the target guidelines. As many other work forces are facing, KCPL’s workforce is aging
and the need to hire, train and replace is a fact of life. Included as Schedule TMR -4 is a
graph demonstrating the swings that have been experienced for the last several years.
Can you explain your understanding of the wind project capital issues?

As T'understand it, this issue deals with the plant in service amount to be included in the
wind project. Because we had retained an amount pending final resolution of the issues
dealing with the wind project, the Staff plans to exclude those amounts from rate base
treatment and inclusion in the overall rate requirements. This was previously addressed

in my testimony above and is the $972,000 amount.
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Does the Company agree with Staff’s position?

No. The Company has incurred the liability for this amount. Proper accounting
treatment recognizes the liability when it is incurred and therefore inclusion in rate base
is appropriate. Additionally, since the pending issues are resolved and the payment will
be made this month, Staff’s concern is now moot.

The last issue that I am aware of deals with the treatment of off-balance sheet items
used in the calculation of the amortization amount, [ think this is an issue where
both Staff and the Company are in agreement and where the Office of the Public
Counsel disagrees. Can you explain your understanding of the issue?

It is my understanding that this issue involves the Standard and Poors (S&P) credit
metrics and how off-balance sheet items are treated. Off-balance sheet items like 7
purchase power contracts and operating leases that the Company has entered into are
treated like debt in determining the appropriate amount of ¢redit requirements. Because
these are contracted amounts, with no specific debt assigned to them, S&P determines the
amount by determining the present value of the future payments. In the case of purchase
power contracts, a risk factor percentage is also applied. Already presented in testimony
is the present value based on S&P’s calculation using a 6.1% discount rate. The 6.1%
discount rate is based on KCPL’s current cost of long-term debt. Also, presented in
testimony is the risk factor that is applied to the present value in determining the debt
equivalent for the purchase power off-balance sheet items. S&P uses 50% risk factor in
valuing KCPL’s purchase power off-balance sheet items. They had previously made an
efror in reporting the percentage to be used as 30%. This was later corrected to 50%. It

is my understanding the S&P shows in its reporting that the risk factor can range from a
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percentage of 10% to 100%. The Office of the Public Counsel believes it is appropriate
to use the lowest level and therefore recommends using a 10% risk factor. Staff and the
Company recommend using 50%.

If the Office of the Public Counsel position is accepted, what will be the consequence
to the Company?

As described in the Surrebuttal Testimony of KCPL witness Michael Cline, if the
Commission were to adopt Public Counsel’s position, amortization would be determined
using a lower level of debt than the level of debt actually used by S&P in determining the
Company’s credit ratios. This, in turn, would result in the Company failing to meet the
thresholds that S&P has established.

Does that conclude your testimony?

Yes, it does.

12
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OF THE STATE OF MISSOURI

In the Matter of the Application of Kansas City )
Power & Light Company to Modify Its Tariff to ) Case No. ER-2006-0314
Begin the Implementation of Its Regulatory Plan )

AFFIDAVIT OF TIM M. RUSH

STATE OF MISSOURI )
COUNTY OF JACKSON ; i

Tim M. Rush, being first duly sworn on his oath, states:

1. My name is Tim M. Rush. I work in Kansas City, Missoun, and I am
employed by Kansas City Power & Light Company as Director, Regulatory Affairs.

2. Attached hereto and made a part hereof for all purposes is my Direct True-
Up Testimony on behalf of Kansas City Power & Light Company consisting of twelve
(12) pages and Schedules TMR-1 through TMR-4, all of which having been prepared in
written form for introduction into evidence in the above-captioned docket.

3. I have knowledge of the matters set forth therein. I hereby swear and

affirm that my answers contained in the attached testimony to the questions therein

propounded, including any attachments thereto, are true and accurate to the best of my

A

Tim M. Rush

knowledge, information and belief.

Subscribed and sworn before me this 7% day of November 2006.

\—’M.' Ol ‘Q\ bg),a&v_—__

Notary Public O
My commission expires: Yo N 2o NICOLE A. WEHRY
Notary Public - Notary Seal
STATE OF MISSOURI

Jackson County
My Commission Expires: Feb. 4, 2007
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KANSAS CITY POWER & LIGHT COMPANY

Schedule TMR-2 NP

MISSOURI REVENUE REQUIREMENT Non Proprietary
2005 TEST YEAR INCL KNOWN & MEASURABLE CHANGES TO 9-30-06
SUMMARY OF ADJUSTMENTS - SEPTEMBER UPDATE Sept Update June Update
Actual 2005 Actual 2005
Incr {aecr)
Total Company Total Company  Sept vs June
Adjustments Adjustments Update
Incr {Decr) Incr {Decr}
JURISDICTIONAL COST OF SERVICE
OPERATING REVENUE
Retail Sales - Schedule 1, line 1-010
Adi-t Remove Gross Receipts Tax from revenues {39,213,355) {39,213,355) 4}
Adi-4%a Normalize revenues for weather - MO (7,469.970) (8,841,457) 1,371,487
Adi-49a Normalize revenues for weather ang growth - KS 3,203,644 (3.826,373) 7,030,017
Adi-49b Annualize revenues for custemer growth through Sept 2006 - MO 6,733,231 549,838 6,183,393
Adj-49c Elirminate impact of Peak Load Curtailment Credits - MO 395,320 394,655 665
Adi-49¢ Eliminate impact of Peak Load Curtailment Credits - KS 90,980 90,955 25
(36,260,150) (50,845,737) 14,585,587
Miscellaneous Revenue - Schedule 1, line 1-011
Adj-48 Remove non-recurring revenues related to LaCygne-Stillwell
fransmission hine upgrade (1,170,013) {1.170,013) b}
Bulk Power Sales - Schedule 1, line 1-012
Adi-39 Normalize Bulk Power Sales (54,420,290) 3 (49,795,966) a (4,624,324)
Sales for Resale - Schedule 1, line 1-013
Adj-49a Normalize Sales for Resale Revenues for weather (14,964) {14,964) 0
Operating Revenue - Scheduie 1, ling 1-014 {91,865,417) (101,826,680} G 061,263
DPERATING EXPENSES
Fuel - Schedule 1, line 1-017
Adi-20 Annualize salaries and wages payroll costs for changes in staffing
levels and base pay rates 5,322,734 5,320,848 1,886
Adj-20a Reverse actual salaries and wages payroll costs incurred for actual
staffing levels at base pay rates (5,026,084} (6,027.581) 1,497
Adj-20b Adjust severance payreil costs to normalized amount o 0 0
Adi-2Dc Adjust Incentive compensation payroll costs to normalized amount 0 [} 0
Adi-38 Annualize Fuel Expense at cantract grices for net system input
notmalized for weather and annualized for customer growth (32,084,998) (35,884,915} 3,790,917
Ad;-42 Adjust Wolf Creek Refueling Qutage accrual. 356,000 356,000 ]
Adi-58 Adiust Fue! Handling Expense (g include the casts the 2008 freight
rate complaint before the Surface Transportation Board {See Adj-62) 1} 3,500,000 (3,500,000)
Adj-62 =* Deferfamortize project costs for Surfact Transportation Board - - -
Fuel - Schedule 1, line 1017 (31,149,520} 31,735 848) 586,128
Purchased Power - Schedule 1, line 1-018
Adj-40 Annualize Purchased Power Expense for net system input normalized
for weather and annualized for customer growth (19,800,595) (28,505,012) 8,704,417
Other Operations & Maintenance Expenses - Scheduls 1, line 1-019
Adj-2 Adjust amertization of ice storm costs as if 100% had been deferred
for jurisdictional books (KS cnly} a 0 ]
Adi-4 Transfer Bad Debt Expense from below the line to AIC 904 1,816,393 1,916,393 0
Adj-16 ** Normalize 2005 for recurring security costs, eliminating Kansas o
jurisdictional deferral to a regulated asset (KS oniy} * -
Adj-20 Annualize salaries and wages payroll costs for changes in staffing
levels and base pay rates 140,776,178 143,266,479 {2,490,301)
Adj-20a Reverse actual salaries and wages payrol! costs incurred for actual
staffing levels at base pay rates (133,643,396) (133,498.,116) (145,280)
Adi-20b Adjust severance payroll costs to normalized amount (1,480,680} (926,464) {554,218)

Highly Confidential information
is designated by **__** 1 o0f &
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KANSAS CITY POWER & LIGHT COMPANY

MISSOURI REVENUE REQUIREMENT

2005 TEST YEAR INCL KNOWN & MEASURABLE CHANGES TO 9-30-06
SUMMARY OF ADJUSTMENTS - SEPTEMBER UPDATE

Adi-20c
Adi-26d
Adj-26

Adj-27

Adj-30

Adj-31

Adj-32

Adi-41
Adj-42
Adi-44

Adj-45

Ad)-49a

Adj-490

Adj-52
Adi-54

Adj-56

Adi-59

Adi-5%a
Adi-59b
Adj-59c
Adj-59d
Adj-59¢

Adi-60
Adi-61
Adj-64
Adj-B65
Adj-66
Adj-g7
Adi-68
Adi-69

Adi-70
Adi-71

Depreciation

Adi-12

Adj-a7

Adjust Incentive compensation payrell costs to normalized amount
Adjust equity compensation payroll costs to normalized amount
Nermalize Production Maintenance expense

Adjust pension expense per 2005 Stipulation & Agreement, including
amoitization of pension regulatory asset

Reflect amodization of regulatory asset related to deferred security
expenses

Reflect amortization of regulatory asset related to deferred
Affordability, Efficiency and Demand Response Programs costs.

Reflect amortization of regulatory asset related to deferred incremental
rate case expenses

Normalize Bad Debt expense
Adjust Wolf Creek Refueling Qutage accrual
Adjust Nuclear Decommissioning Expense

Adjust Benefit expense for Other Post Employment Benefits (OFEB),
401K, and for (OTHER) benefits relating to active employees

Adjust Bad Debt expense related to normatization of revenues for
weather

Adjust Bad Debt expense related to annualization of revenues for
customer grawth

Adjust O&M for expenses related to new Wind generation
Annualize fees related to Accounts Receivable Sale

Adjust Customer Accounts expense for costs associated with
accepling credit card payments

Miscellaneous Eliminaticns

Eliminate certain costs for lobbying

Eliminate costs for dues other than EEI (included in Ad[-59a)
Eliminate costs for charitable contributions ( addl amount in Adj-59a)
Eliminate costs for spousal travel (included in Adj-59-a)

Eliminate costs for Board/Executive retreat

DCeferfamortize project casts for LED-LD!, Leadership Dvip Initiative
Deferfamortize project costs for CORPDP-KCPL, Corporate DvipfPlan
Capitalize M$C0140, KCPL Strategic Initiatives

Remove 50% of Iocal business meals

Trsf Advertising expense 1o latan 2 project

Eliminate generai advertising without specific documentation
Eliminate {nstitutional advertising

Eliminate advertising - other

Eliminate non-advertising costs charged to Account 930.1

Eiiminate disatiowed EEI dues

Other Oper & Mtce Expenses - Schedule 1, line 1-019

Expense - Schedule 1, line 1-020
Adjust book depreciation expense to jutisdistional rates

Reverse all previous depreciation adgjustmants, including adjustment
10 fuel expense

Highly Confidential information

is designated by **__**

2 of §

Sept Update

Non Proprietary

June Update

Schedule TMR-2 NP

Actual 2005 Actual 2005
tncr {decr)
Total Company Total Company  Sept vs June
Adjusiments Adjusiments Update
In¢r {Decr) Incr (Decr)
{366,951) 610,062 {977,013}
0 0 0
3,004,436 3,004,436 0
19,149,018 20,360,867 1,211,849)
401,428 539,206 (137,778)
966,825 1,510,106 (543,281)
1,018,262 1,018,262 0
824,000 824,000 0
148,559 148 559 0
1,309,992 1,628,941 {318,949)
(77,714) (64,718) (12,996)
83,069 0 83,069
2,017,406 2,017,408 o]
3,931,861 3,931,851 0
500,000 500,000 0
0 (1,000.000) ¢ 1,000,000
{626,507 ¢ 0 {626,507}
0 ¢ 0 0
(427,147) ¢ 0 (427,147)
0 ¢ 0 0
(54.160) ¢ 0 {54,160)
(1,163,693) 1 (1,163,693)
{1,231,523) 0 {1,231,523)
(2.024,132) 0 (2.024,132)
(185,902) 0 {185,802)
(113.681) 0 (113,681)
(76,036) 0 (76,036)
(461,018} v} {461,018}
{104.197) 0 (104,191)
(332,082) 0 (332,082)
{151,896) 0 {151,896)
35,847 690 48,081,440 {12,243,750)
(9,242,081) (9,242,081} 0
9,242,081 9,242 081 0

-

NP



KANSAS CITY POWER & LIGHT COMPANY

MISSQURI REVENUE REQUIREMENT

2005 TEST YEAR INCL KNOWN & MEASURABLE CHANGES TO 9-30-06
SUMMARY OF ADJUSTMENTS - SEPTEMBER UPDATE

Adj-98

Annualize depreciation expense based on jurisdictional depreciation
rates applied to Jurisdictional Plant in Service at 9-2006

Depreciation Expense - Schedule 1, line 1-020

Amaortization Expense - Schedule 1, line 1-021

Adi-12
Adj-25

Adj-87

Adj-98

Adijust book amortization €xpense to jurisdictiona! basis

Record additional amortization to maintain credit ratios

Reverse all previous amoertization adjustments, including adjustment
to fuel expense

Annualize amortization expense based on jurisdictional depreciation

rates applied to jurisdictional Plant in Service at 9-2006
Amortization Expense - Schedule 1, line 1-021

Interest on Customer Deposits - Missouri - Schedule 1, line 1-022

Adi-10

Transfer interest on customer deposits above the line

Interest on Customer Deposits - Kansas - Schedule 1, line 1-023

Adj-10

Transfer interest on customer deposits above the line and adjust
amount to 2006 interest rate

Taxes Other than Income - Schedule 1, ling 1-024

Adi-1
Adj-20e
Adj-33b

Multiple

Remove Gross Receipts Tax

Adjust FICA Payroll Taxes consistent with annualized payrol|
Adjust property taxes for increased assessed values and levy rates
Adjust Kansas City Earnings Tax for impact of other adjustments

Taxes Chher than income - Schedule 1, line 1-024

Federal and State Income Taxes - Schedule 1, line 025

mulitiple

Adj-99

RATE BASE

Refect adjustments to Schedule 7, Allocation of Current and Deferred
Income Taxes

Reflect the tax deduction for interest synchronization, the tax impact of
which is included in the Schedule 7 adjustments above

Fed and State Income Taxes - Schadule 1, line 1-025

Total Electric Operating Exp - Schedule 1, line 1-027

Net Electric Operating Income - Schedule 1, line 1-029

Total Electric Plant - Schedule 1, line 1-032

Adi-3

Adj-21

Adj-21a

Adj-52

Adiust Walf Creek Disallowance to 100% jurisdictional basis

Increase Plant in Service for actual additions and retirements,
excluding Wind generation, through 9-30-2006. (See Adj-52 for Wind)

Increase Plant in Service for projected additions and retirements,
excluding Wind generation, for July through September 2006

Add new Wind Generation and associated facilities
Total Electric Plant - Schedule 1, line 1-032

Accumulated Depreciation & Amortization - Schedule 1, line 1-033

Adj-13

Adj-63a

Adjust book Accumulated Reserve for Depreciation to 100% basis at
jurisdictional depreciation rates for December 2005,

Adjust Depreciaticn Reserve for annualized depreciation provision for
July 2006 through September 2006

Highly Confidential information

is designated by **__**

I 0E 5

Sept Update

Non Proprietary

June Update

Schedula TMR-2 NP

Actual 2005 Actual 2005
ncr aecr)
Total Company Total Company  Sept vs June
Adjustments Adjustments Update
incr {Decr) Iner (Decr)
(8.166,983) {11,402,394) 3,235,411
{8,166,983) 111,402,394) 3,235,411
225,980 225,980 0
0 0 0
(225,980) (225,980) 0
74,877 71,040 3.837
74,877 71,040 3.837
457,159 457,159 0
43,128 43,128 0
(39.012,075) (39,012,075) 0
176,823 91,493 85,330
4,411,091 4,606,328 (195,237)
{268,526) {172,864) (95.662)
{34 692,687) (34,487,1718) {205.569;
(3,223,698) {(11,471,316) 8,247.618
(3,223,698) {11,471,316) 8,247,618
(60,610,620} {68.,938.727) 5,326,002
{31,254,788) {32,887,958) 1,633,171
(6,785,265) {6,785,265) 0
143,457,043 87,042,654 56,414,389
0 28,498,000 (28,498,000)
163,235,918 171,522,000 (8.286,082)
299,907,696 280,277,389 19,630,307
(83,761,549) (83,761,549) 0
o 36,234,432 (36,234,432)

NP



KANSAS CITY POWER & LIGHT COMPANY

MISSOURI REVENUE REQUIREMENT

2005 TEST YEAR INCL KNOWN & MEASURABLE CTHANGES TO 9-30-06
SUMMARY OF ADJUSTMENTS - SEPTEMBER UPDATE

Adj-53b Adjust Depreciation Reserve for projecied retiremeants and net salvage
expenditures from July 2006 through September 2006
Adj-53c Adjust Dec 2005 jurisdictional Depreciation Reserve to actual

jurisdictional batance at September 30, 2006
Accumulated Depr & Amort - Schedule 1, line 1-033

Net Plant - Schedule 1, line 1-034

Working Capital - Schedule 1, line 1-036

Adi-50 Adjust Frepayments to 13-Month Average

Adi-51 Adjust Fossil and Nuclear Fuel Inventories 1o required levels
Adi-71 Adjust M&S inventories to 13 month average

Various Impact of other adjustments on Cash Working Capital

Working Capital - Schedule 1, line 1-036

Prior Net Pre-paid Pension Asset - MO - Schedule 1, line 1-037

Adj-27 Reduce Net Prepaid Pension Asset for excess of FAS 87 pension cost
aver contributions (54.5%)
Incr BEG BAL from $21,772,043 to $22,952,973

Prior Net Pre-paid Pension Asset - KS - Schedule 1, line 1038

Adj-27 Reduce Net Prepaid Pension Asset for excess of FAS 87 pension cost
over contributions (44.3%)
Incr BEG BAL from $17,695,847 to $18,657,187

Prior Net Pre-paid Pension Asset - WS - Schedule 1, line 1038

Adj-27 Reduce Net Prepaid Pension Asset for excass of FAS 87 pension cost
over contributions (1.2%)
ncr BEG BAL from $479,585 1o $505,387

Pension Regulatory Asset - Schedule 1, line 1-040
Adj-27 Increase Regulatory Asset to 9-30-06 amount
Decr BEG BAL from $15,560,065 to $13,944,624

*Requlatory Asset-Security-KS - Schedule 1, line 1-041**
Adj-30 ** Adjust Regulatory Asset fo 9-30-2008 arnount

Regulatory Asset-Demand Side Mamt Prog-MO - Schedule 1, line 1-042
Adi-31 Increase Regulatory Asset to projected 9-30-2006 amount

Regutatory Asset-Demand Side Mgmt Prog-KS - Schedule 1, line 1-043
Adj-31 Increase Regulatory Asset to projected 9-30-2006 amount

Requlatory Asset-Requlatory Expenses-MO - Schedule 1, line 1-044
Adj-32 Increase Regulatory Asset to projected 9-30-2006 amount

Regulatory Asset-Requiatory Expenses-KS - Schedule 1, line 1-045
Adj-32 Increase Requlatory Asset to projected 9-30-2006 amount

Regulatory Asset-LED-LDI-MOQ - Schedule 1, line 1-046
Adi-80 Increase Requlatory Asset to prejected 9-30-2006 amount

Requlatory Asset-CORPDP-KCPL-MO - Schedule 1, line 1-047
Adi-g1 Increase Regulatory Asset 1o projecied 9-30-2006 arnount

Regulatory Asset-STB Litigation-MO - Schedule 1, line 1-048
Adi-62 Increase Reguiatory Asset to projected 9-30-2006 amaunt

Requlatory Asset-2002 Ice Storm-MO - Schedule 1, line 1-050
Adj-29 Reduce Regulalory Asset to projected 9-30-2006 amcunt

Accumulated Deferred Income Taxes - Schedule 1, line1-048
Adi-14 Adijust Deferred Inccme Tax Reserves to 100% jurisdictional basis

Highly Confidential infarmation
is designated by **__**

4 of 5

Sept Update

Non Proprietary

June Update

Schadule TMR-2 NP

Actual 2005 Actual 2005
Incr {decr)
Total Company Total Company  Sapt vs June
Adjustments Adjustments Update
Ingr {Decr) Iner {Decr)

Q (13,420,000} 13,420,000
104,970,621 58,976,395 45,994 490
21,209,342 {1,970,722} 23,180,064
278,698,354 282,248,711 (3,549,757)
439,513 122,360 317,153
20,913,834 14,544,244 6,369,590
748,535 Q 748,535
(1,181,662} (1,368,677) 187,015
20,920,220 13,297 927 7,622,293
(6,602,527) 7,270,811) 668,284
{5,366,825) (5,910,035) 543,210
(145,377) {160,097) 14,714
14,097,751 15,439,596 {1,341,845)
2,253,108 2,752,666 (499,558)
1,464,502 2,342,735 {878,233)
959,251 1,381,053 (421,802)
760.625 1,425,384 (664,759)
1,012,306 0 1,012,306
876,304 0 876,304
802,006 0 802,008
(3,421 501) {3,421,501) 0

an wn

sk

e



KANSAS CITY POWER & LIGHT COMPANY

MISSOURI REVENUE REQUIREMENT

2005 TEST YEAR INCL KNOWN & MEASURABLE CHANGES TOQ 9-30-06

SUMMARY OF ADJUSTMENTS - SEPTEMBER UPDATE

Adj-33a Adjust Deferred Income Tax Reserves for proforma impact of

additional straight line tax depreciation on 2006 plant additions and
adjustments to delferred Regulatory assets and ilabilities

Adi-&T “ Adjust Deferred income Tax Reserves fof incremental impatt of

adjustments to Deferred Gain on Sale of Emissions Allowances under

20086 SEAMP

Accumulated Deferred Income Taxes - Schedule 1, line1-048

Deferred Gain on Emission Allowance Sales - Schedule 1, line 1-049

Adj-28 Adjust to leve! of sales per 2005 SEAMP

Adi-57 Adjust to incremental ievel of sales in 2006 SEAMP
Deferred Gain on Emission Allow Sales - Schedule 1, line 1-D49%

a The adjustment for bulk power sales resulted in adjusted bulk power
sales representing only he margin on the sales. The adjustment for
fuel expense resulted in adjusted fuel expense that no longer inciudes
the fuel cost associated with such sales. The calculation of thase

RATE BASE - Schedule 1, line 1.057

adjusted amounts differ from previous versions. For both the

February filing and the December Update, the adjusted bulk power

sales reflected the total bulk power sales revenues. For both the

February filing and the December tpdate, the adjusted fuel expense
included the cost of fuel associated with bulk power sales. The net of
these adjusted amounts associated with bulk power sales resulted in

the margin.

b June Update Adj-20 and 20a related 10 payroli have been broken into
Adj-20 through 20e in order to segregate the companents aof payroll
costs for salaries & wages, severance, incentive compensation, equity
compensation and FICA taxes.

¢ June Update Adj-59, Miscellaneous Eliminations, has been broken
inte separate adjustments Adj-59 through 59¢ and Adj-65 for costs

related 10 lobbying expenses, dues other than EEI, charitable

contributions, the executive retreat and other disallowed costs that

were inadvertently recorded on KCPL's books as operating costs.

d New adjustments Adj-60 thraugh 64 were added 10 costs which were

recorded as operating expenses but which will be daferced and

amortized or capitalized.

e New adjustments Adj-66 through 70 were added for disallowed

advertising costs and new Adj-71 was added for disallowed EE! dues.

Highly Confidential information
is designated by **__**
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Non Proprietary

Schedule THR-2 NP

Sept Update June Update
Actual 2005 Actual 2005
Incr (aecr)
Total Company Total Company  Sept vs June
Adjustments Adjustments Update
Incr {Decr) Incr {Decr)
23,747,555 21,105,883 2,641,672
93,295 93,295 0
Q 0 4]
93,205 93,285 0
283,356,573 281,729 589 1,626,974

NP



Attachment 1 to Appendiy F

Schedule TMR-3

* Adjusted for known and measurable changes indluding changes selated to new plant insenvice

Total Jurisdictional Jurisdictional Jurisdictional
Line Company Allocation Adjustmenty Proforma
p—
Information from the Company's September Update Col 603 Col 604/6
8 Rate Base Survalllance Report Schedule 1, Line 1-058 2,409,080 1,272,768
7 Jusnisdictionat Allocator for Capital Jurisdictional Rate Base / Total Company Rate Base 52.8%
8 Additional Net Balance Sheet Investment Line 9-Line § {84,065) (44,413)
9 KCPL Total Capital KCPL Operating Report Page 13 Lings 47+50+52+53 2,325,015 1,228,352
10 GPE Totat Capital Surveillance Rpt Capitalization Workshest - Misc % - Line %-031 2,555,657 1,228,352 - 1,228,352
11 Equity Survaillance Rpt Capitalization Worksheet - Misc % - Line %-030 1,372,092 655,483 - 659,483
12 Praterred Surveillance Rpt Capitalization Worksheet - Mist % - Line %-029 35,000 18,745 18,745
13 Long-term Debi Surveillance Rpt Capitalization Warksheet - Misc % - Line %-028 1,144,565 550,124 550,124
4 Cost of Dabt Surveilance Rpt Capitalization Worksheet - Misc % - Line %-032 6.21% 6.21% 6.21%)|
15 Interest Expense Ling 13 * Line 14 71,077 34,163 - 34,163
18
37 Retail Sales Revenue Surveillance Report Schedule 1, Line 1-010 887.852 486,520 55,360 541,880
18 Othar Revenue Line 19 - Ling 17 181075 78,748 78,748
19 Operating Revenye Surveiliance Report Schedule 1, Ling 1014 1,038,927 565,268 55,360 620,628
20
21 Operating & Maintenanca Expenses Surveillance Report Schedule 1, Lines 1-017 through 1-018 609 855 336,789 336,789
22 Depreciation Surveillance Report Schedule 1, Line 1-020 129.876 70,043 70,043
23 Arnortization Surveillance Report Schedule 1, Line 1-021 8.580 4,658 55,360 60,018
24 Interest on Customer Deposits Surveillance Report Schedule 1, Lines 1-022 and 1-023 500 457 457
25 Taxes other than income taxes Surveillance Report Schedule 1, Line 1024 70,087 av.Bsz2 37,652
26 Federal and State income taxes Surveillance Reporl Schedule 1, Line 1-025 52741 26,626 a 26,626
27 Gains on disposition of plant Surveillance Report Schedule 3, Line 1-026 0 0 0
28 Totat Electric Operating Expenses Sum of Lines 21 0 27 871639 476,225 55,360 531,585
29
30 Operating Income Survaillance Report Schedule 1, Lina 1-079 167,288 80,043 v} 89,043
3 less Interast Expanse - Line 15 (71077 (34,363 - {34 163)|
32 Depretiation Survaillance Report Schedute 1, Line 1-020 129,876 70,043 - 70,043
33 Amortization Survaillance Report Scheduie 1. Line 1-021 8,580 4,658 55,360 60,018
34 Deferred Taxes Surveiltance Repart Schedule 7, Column 801, Line 7-114 16,530 8,247 {21,253) (13,006)
35 Funds from Operations {FFO) Sum of Lines 30 to 35 251,197 137,828 34,107 171,935
38
37 Net ncome Ling 30 + Line 31 66,211 54,880 - 54,880
3% Ratm on Equity Line 37 / Lina 11 7.0% 8.3% 0.0% 8.3%)
39 Unadjusted Equity Ratio Line 11/Line 10 53.7% 53.7% 0.0% 53.7%
Additional! financial information needed for the calculation of ratios
43 Capitalized Leasa Obligations KCPL Trial Balance accts 227100 & 233400 2,305 1,218 1,218
a4 Short-term Debt Balance KCPL Trial Balance accts 23 1ox 80,600 42,583 42,583
45 Short-tesm Debt Interest KCPL T.8. accts B31044, 831015, 831018 %713 3,547 3,547
Adjustments made by Rating Agencies for CH-Balance Sheet Dblipations
43 jusi -Balance Sheet Qbligation
50 Operating Lease Debt Equivatent Presant Valua of Opacating Lease Qbligations discounted @ 6.1% 86835 45877 45877
&1 Purchase Power Debt Equivalent Present Value of Purchase Power Obligations discounted @ 6.1% 20,742 10.958 10,958
52 Accounts Receivable Sale KCPL Trial Balance account 142041 70,000 36,582 36,982
53 Taotal OBS Debt Adjustment Sum of Lines 50 to 52 177,577 93,817 - 93,817
54
55 Interest Adiustments for Off-Balance Sheet Obligations
56 Present Value of Cperating Leases Line 50 *6.1% 5,297 4,588 . 4,588
&7 Purchase Power Debt Equivalent Line 51 *6.1% 1,265 1,086 - 1,006
56 Accounts Receivable Sale Line 52 * 5% 3,500 1,849 - 1.849
°8 Total OBS Wierest Adjustment Sum of Lines 5% 1o 53 16,062 7,533 - 7.533
Ratio Calculations
83 Adjusted Intarest Expense Line 15 + Line 435 + Line 59 87,853 45,242 - 45,242
64 Adiusted Total Dabt Line1d « Line 43 + Line 44 + Line 53 1,405,047 887742 - 687,742
85 Adjusted Total Capital Line 10 + Line 43 + Lina 44 + Ling 53 2,816,139 1,365,069 - 1,365,969
88
67 FFO interest Coverage (Line 35 + Line 63) / Line 63 3.86 4.06 0.78 4,80
88 FFO as a % of Average Total Debt Lina 35 / Line 64 17.9% 20.0% 5.0% 25.0%
89 Total Debt to Total Capital Line 64 / Line 65 49.9% 50.3% 0.0% 50.3%
Changes required to meet ratio targets
73 FFO interest Coverage Target 3.80 3.80 0.00 3.80
74 FFQ adjustment to meet target {Line 73 - Lina 67) * Lina 63 (5,209) {11,151) (34,107) (45,258)
75 Interest adjustment 1o meet target Line 35*{1/{Line 73-1) -1/ (Lina 67 - 1}) 1,860 3882 12,181 16,164
78
7 FFQ as a % of Average Total Debt Target 25% 25% 9% 25%|
78 FrO adjusiment to meet target {Line 77 - Line 68) * Line 64 100,085 34107 {34,107) {0}
9 Debt adjustment to meet target Line35*{1/Line 77 - 1/ Line €8) (400,261) (136.429) 136,429 4]
80
81 Total Debt to Total Capital Target 51% 51% 0% 51%
a2 Dabt adjustment 1o rmeet target {Line 81 - Lina 64) * Line 65 31,184 8,903 0y 8,803
83 Total Capital adjustment to meet targal Lina 64 / Line 81 - Line 65 {61,145} {17,456) 0 (17,456)
Amortization and Revenue needed to meet targeted ratios
a7 FFQ adjusiment needed lo mest target ratios Maximum of Ling 74 , Line 78 , or Zero 100,085 34,107 {34.107) -
-] Effactive income fax rate Surveilance Report Schadule 7, Lineg 7-070/ Line 7-047 (MISC%-017 38.39% 38.39% 38.3%% 38.39%|
a9 Defarred income taxes * -Line87*Line 88/(1-Line88) {62,352) {21,253) 21,253 -
90 Total amortization required for the FFO adjustment Line 87 - Line 89 162417 55,360 {65:360) -
g1
[:74 Retail Sales Revenue Adjustment Adj=Sumi{line 21 % Line 25)+Line 27-Line 18-Line 31+{Line 141 Lina 38){1-Line 58) 438,520 55,380 541,530
93 Percent increasa in retail sales revenue Line 92 Jurisdictional Adjustments / Line 92 Jurisdictional 11.4%
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